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Facsimile (310) 552-5001

Approximate date of commencement of proposed sale to the public: From time to time after the effective date of this Registration Statement.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box.    ¨

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box.    x

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.    ¨

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, please check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.    ¨

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box. ¨

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.    ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer ¨  (do not check if a smaller reporting company) Smaller reporting company x

CALCULATION OF REGISTRATION FEE

Title of each class of

securities to be registered

Amount

to be

registered(1)

Proposed

maximum

offering price

per unit

Proposed

maximum

aggregate

offering price (3)

Amount of

registration fee(4)
Primary Offering
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Common stock, par value $0.001 per share (2) � � � �
Preferred stock, par value $0.001 per share � � � �
Warrants � � � �
Debt securities(5) � � � �
Units(6) � � � �
Total $100,000,000 $13,640
Secondary Offering
Common stock, par value $0.001 per share (2)(7) 9,135,000 $ 6.91 (8) $63,077,175 $8,604
Total $ 163,077,175 $22,244 (9)

(1) There are being registered hereunder for the primary offering such indeterminate number of shares of common stock, preferred stock,
warrants to purchase common stock or preferred stock or debt securities, such indeterminate principal amount of debt securities and such
indeterminate number of units, as may be determined from time to time at indeterminate prices. The securities registered also include such
indeterminate amounts and numbers of common stock and preferred stock and debt securities as may be issued upon conversion of or
exchange for preferred stock and debt securities that provide for conversion or exchange, upon exercise of warrants, or pursuant to the
antidilution provisions of any such securities. The securities being registered hereunder also include such indeterminate number of
securities as may be issuable with respect to the securities being registered hereunder as a result of stock splits, stock dividends or similar
transactions, in each case determined in accordance with to Rule 416 under the Securities Act.

(2) Each share of common stock also includes preferred share purchase rights to purchase shares of Series C Junior Participating Preferred
Stock under the registrant�s Rights Agreement dated July 9, 2007 as described under �Description of Capital Stock.� The preferred stock
purchase rights are not currently separable from the shares of common stock and are not currently exercisable. The preferred stock
purchase rights are attached to and trade with the common stock and no separate consideration is payable for the rights. Therefore, the
registration fee for the preferred stock purchase rights is included in the fee for the common stock.

(3) With respect to the primary offering, in no event will the aggregate offering price for all securities pursuant to this registration statement
exceed $100,000,000.

(4) Calculated pursuant to Rule 457(o) under the Securities Act.
(5) If any debt securities are issued with an original issue discount, the offering price of such debt securities shall be such greater amount as

shall result in an aggregate maximum offering price not to exceed $100,000,000 or the equivalent thereof in one or more other currencies,
currency units or composite currencies, less the dollar amount of any securities previously issued hereunder.

(6) Any of the securities registered hereunder may be sold separately, or as units with other securities registered hereby. We will determine the
proposed maximum offering price per unit when we issue the above listed securities. The proposed maximum per unit and aggregate
offering prices per class of securities will be determined from time to time by the registrant in connection with the issuance by the
registrant of the securities registered under this registration statement and is not specified as to each class of security pursuant to General
Instruction II.D of Form S-3 under the Securities Act.

(7) The shares being registered in connection with the secondary offering relate to the resale by the selling stockholder named herein of up to
9,135,000 shares of common stock of the registrant.

(8) The estimated price of $6.91 per share, which is the average of the high and low prices of the registrant�s common stock on the NYSE
MKT on April 17, 2013, is set forth solely for the purposes of calculating the fee pursuant to Rule 457(c) under the Securities Act.

(9) Previously paid.

The registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
relating to these securities that has been filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

(Subject to Completion, Dated April 23, 2013)

PROSPECTUS

Spark Networks, Inc.

$100,000,000

Common Stock

Preferred Stock

Warrants

Debt Securities

Units

and

9,135,00 shares of

Common Stock offered

by the Selling Stockholder

We may offer to the public from time to time in one or more series or issuances at prices and on terms that we will determine at the time of each
offering, shares of our common stock, shares of preferred stock, warrants to purchase shares of our common stock, preferred stock and/or debt
securities, debt securities consisting of debentures, notes or other evidences of indebtedness, units consisting of a combination of the foregoing
securities, or any combination of these securities. The aggregate initial offering price of all securities sold by us pursuant to this prospectus will
not exceed $100,000,000.

This prospectus also relates to 9,135,000 shares of our common stock that may be sold from time to time in connection with one or more
offerings by the selling stockholder named in this prospectus. We will not receive any of the proceeds from any sale of shares of our common
stock by the selling stockholder.
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This prospectus describes the general manner in which our securities may be offered using this prospectus. Each time we or the selling
stockholder offer and sell securities, we will provide you with a prospectus supplement that will contain specific information about the terms of
that offering. Any prospectus supplement may also add, update, or change information contained in this prospectus. You should carefully read
this prospectus and the applicable prospectus supplement as well as the documents incorporated or deemed to be incorporated by reference in
this prospectus and the applicable prospectus supplement before you purchase any of the securities offered hereby. This prospectus may not be
used to offer and sell securities unless accompanied by a prospectus supplement.

We or the selling stockholder may offer the securities directly or through agents or to or through underwriters or dealers. If any agents or
underwriters are involved in the sale of the securities their names, and any applicable purchase price, fee, commission or discount arrangement
between or among them, will be set forth, or will be calculable from the information set forth, in an accompanying prospectus supplement. The
securities may be offered and sold through public or private transactions at market prices prevailing at the time of sale, at a fixed price or fixed
prices, at negotiated prices, at various prices determined at the time of sale or at prices related to prevailing market prices. We or the selling
stockholder can sell the securities through agents, underwriters or dealers only with delivery of a prospectus supplement describing the method
and terms of the offering of such securities. In addition, shares of our common stock may be offered from time to time through ordinary
brokerage transactions on the NYSE MKT. See �Plan of Distribution.�

Our common stock is currently traded on the NYSE MKT under the symbol �LOV.� On April 19, 2013, the last reported sales price for our
common stock was $6.90 per share. The aggregate market value of our outstanding common stock held by non-affiliates was $68,061,807 based
on 20,958,489 shares of outstanding common stock as of March 7, 2013, of which approximately 8,572,016 shares were held by non-affiliates,
and using the closing price per share of our common stock on the NYSE MKT on January 15, 2013 of $7.94.
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Pursuant to General Instruction I.B.6 of Form S-3, in no event will we sell securities pursuant to this registration statement with a value of more
than one-third of the aggregate market value of our common stock held by non-affiliates in any 12-month period, so long as the aggregate
market value of our common stock held by non-affiliates is less than $75,000,000. In the event that subsequent to the effective date of this
registration statement, the aggregate market value of our outstanding common stock held by non-affiliates equals or exceeds $75,000,000, then
the one-third limitation on sales shall not apply to additional sales made pursuant to this registration statement. We have not sold any securities
pursuant to General Instruction I.B.6 of Form S-3 during the 12 calendar months prior to, and including, the date of this registration statement.

Investing in our securities involves a high degree of risk. See �Risk Factors� beginning on page 4 of this prospectus, in addition to any Risk
Factors contained in the applicable prospectus supplement and in our reports filed with the Securities and Exchange Commission to
read about risk factors you should consider before buying our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

This prospectus is dated             , 2013
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You should rely only on the information contained or incorporated by reference in this prospectus or any prospectus supplement. We
have not authorized anyone to provide you with information different from that contained or incorporated by reference into this
prospectus or any prospectus supplement. If any person does provide you with information that differs from what is contained or
incorporated by reference in this prospectus or any prospectus supplement, you should not rely on it. No dealer, salesperson or other
person is authorized to give any information or to represent anything not contained in this prospectus or any prospectus supplement.
You should assume that the information contained in this prospectus or any prospectus supplement is accurate only as of the date on the
front of the document and that any information contained in any document we have incorporated by reference is accurate only as of the
date of the document incorporated by reference, regardless of the time of delivery of this prospectus or any prospectus supplement or
any sale of a security. These documents are not an offer to sell or a solicitation of an offer to buy these securities in any circumstances
under which the offer or solicitation is unlawful.

i
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC, using a �shelf� registration
process. Under this shelf registration process, we may sell any of the securities, or any combination of the securities, described in this
prospectus, in each case in one of more offerings up to a total dollar amount of proceeds of $100,000,000 and the selling stockholder may sell up
to 9,135,000 shares of our common stock. This prospectus describes the general manner in which our securities may be offered by this
prospectus. Each time we or the selling stockholder offer and sell securities, we will provide a prospectus supplement that will contain specific
information about the terms of those securities and terms of that offering. The prospectus supplement may also add, update or change
information contained in this prospectus or in documents incorporated by reference in this prospectus. To the extent that any statement that we
make in a prospectus supplement is inconsistent with statements made in this prospectus or in documents incorporated by reference in this
prospectus, you should rely on the information in the prospectus supplement. You should carefully read both this prospectus and any prospectus
supplement together with the additional information described under �Where You Can Find More Information� before buying any securities in any
offering hereunder.

USE OF TERMS

Unless the context otherwise requires, the terms �Company,� �we,� �us,� and �our� refer to Spark Networks, Inc., a Delaware corporation, and its
subsidiaries.

Spark Networks and Spark Networks logos are trademarks and/or registered trademarks of Spark Networks USA, LLC, one of the Company�s
indirect wholly owned subsidiaries.

1
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

The information contained in this prospectus and the documents and information incorporated by reference in this prospectus include some
statements that are not purely historical and that are �forward-looking statements� involving substantial risks and uncertainties. Such
forward-looking statements include, but are not limited to, statements regarding our expectations, hopes, beliefs, intentions or strategies
regarding the future, including our financial condition, and results of operations. In addition, any statements that refer to projections, forecasts or
other characterizations of future events or circumstances, including any underlying assumptions, are forward-looking statements. The words
�anticipates,� �believes,� �continue,� �could,� �estimates,� �expects,� �intends,� �may,� �might,� �plans,� �possible,� �potential,� �predicts,� �projects,� �seeks,� �should,� �will,�
�would� and similar expressions, or the negatives of such terms, may identify forward-looking statements, but the absence of these words does not
mean that a statement is not forward-looking.

The forward-looking statements contained in this prospectus are based on current expectations and beliefs concerning future developments and
their potential effects on us. There can be no assurance that future developments actually affecting us will be those anticipated. These
forward-looking statements involve a number of risks, uncertainties (some of which are beyond our control) or other assumptions that may cause
actual results or performance to be materially different from those expressed or implied by these forward-looking statements, including the
following:

� ability to attract members; convert members into paying subscribers and retain paying subscribers;

� the highly competitive nature of our business;

� our ability to keep pace with rapid technological change and enhance existing or introduce new services;

� the strength of our existing brands and our ability to maintain and enhance those brands;

� our ability to effectively manage our operations and attract and retain qualified personnel;

� our dependence upon the telecommunications infrastructure and our networking hardware and software infrastructure;

� effectively protecting our internet domain names and proprietary rights;

� the effect of new or interpretation of existing laws and regulations on our operations;

� the volatility of the price of our securities; and

� other factors, including those described in this prospectus under the heading �Risk Factors,� as well as factors set forth in other
filings we make with the Securities and Exchange Commission.

Should one or more of these risks or uncertainties materialize, or should any of our assumptions prove incorrect, actual results may vary in
material respects from those projected in these forward-looking statements. We undertake no obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise, except as may be required under applicable securities laws.
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ABOUT SPARK NETWORKS

Our Business

We are a leading global media business, focused on creating iconic niche-focused brands that build and strengthen the communities they serve.
Our core properties are primarily online singles desktop and mobile Web sites that enable adults to meet, participate in a community and form
relationships with like-minded individuals. We provide this opportunity through many features on our Web sites, such as profiles, onsite email
centers, real-time chat rooms, instant messaging services and, offline singles events.

Today, our largest and most recognizable Web sites are ChristianMingle.com and JDate.com. We also operate several international Web sites
and maintain physical operations in both the United States and Israel.

Membership on our online singles Web sites is free and allows registered members to post personal profiles and access our searchable databases
of member profiles. On most of our Web sites, the ability to initiate most communication with other members requires the payment of monthly
subscription fees which, along with advertising sales on our online singles Web sites and our media properties, represent our primary source of
revenue. We typically offer discounted subscription rates to those members who subscribe for periods longer than one month. Subscriptions
renew automatically until subscribers terminate them.

Our Corporate History

Spark Networks, Inc. was incorporated in Delaware in April 2007. Prior to 2007, our Company was a public limited company incorporated
under the laws of England and Wales until we completed a reorganization to become a Delaware corporation.

Office Location

Our principal executive offices are located at 8383 Wilshire Boulevard, Suite 800 Beverly Hills, California 90211. Our telephone number is
(323) 658-3000. Our website is located at http://www.spark.net. Information contained on, or that can be accessed through, our website is not
part of this prospectus.

3
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RISK FACTORS

An investment in our securities involves a high degree of risk. Before investing in our securities, you should carefully consider the following
information about these risks, together with the other information contained in this prospectus and in the documents incorporated by reference
into this prospectus, including the specific risk factors discussed under the caption �Risk Factors� in the applicable prospectus supplement,
other information contained in the prospectus supplement or appearing in, or incorporated by reference in, this prospectus. If any of the events
anticipated by the risks described below occur, our business, financial condition, results of operations or cash flow could be adversely affected
which could result in a decline in the market price of our securities, causing you to lose all or part of your investment.

Risks Related to Our Business

Our growth rates may decline and our operating margins could deteriorate; our business, financial condition and results of operations
may be adversely affected by a slowdown or contraction in the economy.

Between 2007 and 2010, our revenue declined and it may decline again in the future. It is possible our operating margins will deteriorate if
revenue growth does not exceed planned increases in expenditures for all aspects of our business in an increasingly competitive environment,
including sales and marketing, development, technical operations and general and administrative expenses.

Our member and paying subscriber base is composed of individual consumers and in the event of a continued prolonged economic downturn in
the United States or in our international markets in which spending by individual consumers drops significantly, our current and potential
subscribers may be unable or unwilling to subscribe to our services and our business may be negatively affected. In addition, the current or
future tightening of credit in financial markets could result in a decrease in demand for our products and services if subscribers do not have
access to credit. To the extent the overall economy continues to deteriorate or does not improve, we may lose existing members and paying
subscribers and fail to attract new members and paying subscribers, which could adversely affect our business, financial condition and results of
operations.

We have significant operating losses and we may incur additional losses in the future.

We have historically generated significant operating losses in some years. As of December 31, 2012, we had an accumulated deficit of
approximately $44.0 million. We had net (loss) income of approximately ($15.0), ($1.6) and $3.7 million for the years ended December 31,
2012, 2011 and 2010, respectively. If our revenue does not grow at a substantially faster rate than our operating expenses, or if our operating
expenses are higher than we anticipate, or if our revenue begins to decline but our operating expenses increase, we may not be profitable and we
may incur additional losses, which could be significant.

Adverse capital and credit market conditions could limit our access to capital and increase our cost of capital, which may significantly
affect our ability to meet liquidity needs.

The capital and credit markets have been experiencing extreme volatility over the last few years. In some cases, the markets have exerted
downward pressure on availability of liquidity and credit capacity for certain issuers. Without sufficient liquidity, we may be forced to curtail
certain operations and may be unable to operate our business as we deem appropriate. Disruptions, uncertainty or volatility in the capital and
credit markets may also limit our access to capital required to operate our business. Such market conditions may limit our ability to replace, in a
timely manner, maturing liabilities and access the capital necessary to operate and grow our business. As such, we may be forced to delay raising
capital or bear an unattractive cost of capital which could decrease our profitability and significantly reduce our financial flexibility. Our results
of operations, financial condition, cash flows and capital position could be materially adversely affected by disruptions in the financial markets.

If our efforts to attract a large number of members, convert members into paying subscribers and retain our paying subscribers are not
successful, our revenue and operating results will suffer.

4
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Our future growth depends on our ability to attract a large number of members, convert members into paying subscribers and retain our paying
subscribers. This in turn depends on our ability to deliver a high-quality online personals experience to these members and paying
subscribers. As a result, we must continue to invest significant resources in order to enhance our existing products and services and introduce
new high-quality products and services that people will use. If we are unable to predict user preferences or industry changes, or if we are unable
to modify our products and services on a timely basis, we may lose existing members and paying subscribers and may fail to attract new
members and paying subscribers. Our revenue and expenses will also be adversely affected if our innovations are not responsive to the needs of
our members and paying subscribers or are not brought to market in an effective or timely manner.

We need to maintain or increase our number of average paying subscribers to maintain or increase our current level of revenue.

The majority of our revenue is generated by internet users that pay us a subscription fee. One of our key performance metrics focuses on the
average number of paying subscribers in a given period. The number of monthly average paying subscribers is calculated as the sum of the
paying subscribers at the beginning and end of the month, divided by two. Average paying subscribers for periods longer than one month are
calculated as the sum of the average paying subscribers for each month, divided by the number of months in the period. Internet users, in
general, and users of online personals services specifically, freely navigate and use the services offered by a variety of Web sites. We cannot
assure you that our monthly average paying subscriber numbers will remain at consistent levels, and they may decrease in the future, thus
decreasing our revenue. In 2012, average paying subscribers increased 32.0% and revenue also increased 27.3% compared to 2011. If we do not
constantly attract new paying subscribers at a faster rate than subscription terminations, our average paying subscribers will decrease and we will
not be able to maintain or increase our current level of revenue.

Our subscriber acquisition costs vary depending upon prevailing market conditions and may increase significantly in the future.

Costs for us to acquire paying subscribers are dependent, in part, upon our ability to purchase advertising at a reasonable cost. Our advertising
costs vary over time, depending upon a number of factors, many of which are beyond our control. Historically, we have used online and offline
advertising as the primary means of marketing our services. During 2012, our cost of revenue substantially increased, primarily as a result of
higher direct marketing expenses related to our Christian Networks.

Despite a slow economy, costs of online and offline advertising may continue to increase. If we are not able to reduce our other operating costs,
increase our paying subscriber base or increase revenue per paying subscriber to offset these increases, our profitability will be adversely
affected.

In addition, our costs to acquire subscribers may increase if we raise prices on our Web sites as potential customers may be slower or more
reluctant to purchase higher priced services.

We secured a $15.0 million revolving credit facility, which could restrict our ability to use our operating cash flow for the growth of our
business.

In February 2008, we entered into an initial credit agreement with Bank of America under which we had no outstanding borrowings as of
December 31, 2012. If we are unable to pay our debts as they become due, we will be required to pursue one or more alternative strategies, such
as refinancing or restructuring our indebtedness, selling additional debt or equity securities or selling assets. We may not be able to refinance our
debt or issue additional debt or equity securities on favorable terms, if at all, and if we must sell our assets, it may negatively affect our ability to
generate future revenue. If we are unable to meet our obligations as they become due or to comply with various financial covenants contained in
the revolving credit facility, this could constitute an event of default.

Our obligations under the credit facility are secured by a lien on substantially all of the assets of Spark Networks USA, LLC, which is the
borrower under the credit facility, and by guarantees by Spark Networks, Inc. and a number of our subsidiaries. Any default under the credit
facility, could result in an acceleration of payment of all outstanding debt owed at the time, which could materially and adversely affect our
financial condition.
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Our revolving credit facility has certain covenants that could restrict how we operate our business.

The terms of our revolving credit facility contain various provisions that limit our ability to, among other things:

� incur or guarantee additional debt;

� receive dividends or distributions from our subsidiaries;

� make investments and other restricted payments;

� make dividend payments or redeem equity securities;

� grant liens;

� transfer or sell assets;

� engage in different lines of business; and

� consolidate, merge or transfer all or substantially all of our assets.
These covenants may affect our ability to operate and finance our business as we deem appropriate. If we are unable to meet our obligations as
they become due or to comply with various financial covenants contained in the revolving credit facility, this could constitute an event of
default.

Competition presents an ongoing threat to the performance of our business.

We expect competition in the online personals business to continue to increase because there are no substantial barriers to entry. We believe our
ability to compete depends upon many factors both within and beyond our control, including the following:

� the size and diversity of our member and paying subscriber bases;

� the timing and market acceptance of our products and services, including the developments and enhancements to those
products and services relative to those offered by our competitors;

� customer service and support efforts;

� selling and marketing efforts; and

Edgar Filing: SPARK NETWORKS INC - Form S-3/A

Table of Contents 15



� our brand strength in the marketplace relative to our competitors.
We compete with traditional personals services, as well as newspapers, magazines and other traditional media companies that provide personals
services. We compete with a number of large and small companies, including Internet portals and specialty-focused media companies that
provide online and offline products and services to the markets we serve. Our principal online personals services competitors include Match.com
and OkCupid, two wholly-owned subsidiaries of InterActiveCorp and eHarmony. In addition, we face competition from social networking Web
sites such as Facebook. Many of our current and potential competitors have longer operating histories, significantly greater financial, technical,
marketing and other resources and larger customer bases than we do. These factors may allow our competitors to respond more quickly than we
can to new or emerging technologies and changes in customer requirements. These competitors may engage in more extensive research and
development efforts, undertake more far-reaching marketing campaigns and adopt more aggressive pricing policies that may allow them to build
larger member and paying subscriber bases than ours. Our competitors may develop products or services that are equal or superior to our
products and services or that achieve greater market acceptance than our products and services. These activities could attract members and
paying subscribers away from our Web sites and reduce our market share.

In addition, current and potential competitors are making, and are expected to continue to make, strategic acquisitions or establishing
cooperative and, in some cases, exclusive relationships with significant companies or competitors to expand their businesses or to offer more
comprehensive products and services. To the extent these competitors or potential competitors establish exclusive relationships with major
portals, search engines and Internet Service Providers, or ISPs, our ability to reach potential members through online advertising may be
restricted. Any of these competitors could cause us difficulty in attracting and retaining members and converting members into paying
subscribers and could jeopardize our existing affiliate program and relationships with portals, search engines, ISPs and other Web properties.

6
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Our efforts to capitalize upon opportunities to expand into new vertical affinity markets may fail and could result in a loss of capital and
other valuable resources.

We may decide to expand into new vertical affinity markets to increase our revenue base. If we expand into such vertical affinity markets,
management�s time and attention will be less focused on our existing businesses and will require us to invest significant capital resources. The
results of any expansion efforts into new vertical affinity markets are unpredictable, and there is no guarantee that our efforts will have a positive
effect on our revenue base. We face many risks associated with our planned expansion into new vertical affinity markets, including but not
limited to the following:

� competition from pre-existing competitors with significantly stronger brand recognition in the markets we enter;

� our improper evaluation of the potential of such markets;

� diversion of capital and other valuable resources away from our core business;

� foregoing opportunities that are potentially more profitable; and

� weakening our current brands by over expansion into too many new markets.
If we fail to keep pace with rapid technological change, our competitive position will suffer.

We operate in a market characterized by rapidly changing technologies, evolving industry standards, frequent new product and service
announcements, enhancements and changing customer demands. Accordingly, our performance will depend on our ability to adapt to rapidly
changing technologies and industry standards, and our ability to continually improve the speed, performance, features, ease of use and reliability
of our services in response to both evolving demands of the marketplace and competitive service and product offerings. There have been
occasions when we have not been as responsive as many of our competitors in adapting our services to changing industry standards and the
needs of our members and paying subscribers. Our industry has been subject to constant innovation and competition. New features may be
introduced by one competitor, and if they are perceived as attractive to users, they are often copied later by others. Over the last few years, such
new feature introductions in the industry have included instant messaging, message boards, E-cards, personality profiles and mobile content
delivery. Introducing new technologies into our systems involves numerous technical challenges, substantial amounts of capital and personnel
resources and often takes many months to complete. We intend to continue to devote efforts and funds toward the development of additional
technologies and services. We may not be able to effectively integrate new technologies into our Web sites on a timely basis or at all, which may
degrade the responsiveness and speed of our Web sites. Such technologies, even if integrated, may not function as expected.

Our business depends on establishing and maintaining strong brands and if we are not able to maintain and enhance our brands, we
may be unable to expand or maintain our member and paying subscriber bases.

We believe that establishing and maintaining our brands is critical to our efforts to attract and expand our member and paying subscriber bases.
We believe that the importance of brand recognition will continue to increase, given the growing number of Internet sites and the low barriers to
entry for companies offering online personals services. To attract and retain members and paying subscribers, and to promote and maintain our
brands in response to competitive pressures, we may have to substantially increase our financial commitment to creating and maintaining distinct
brand loyalty among these groups. If visitors, members and paying subscribers to our Web sites and our affiliate and distribution associates do
not perceive our existing services to be of high quality, or if we introduce new services or enter into new business ventures that are not favorably
received by such parties, the value of our brands could be diluted, thereby decreasing the attractiveness of our Web sites to such parties. As a
result, our results of operations may be adversely affected by decreased brand recognition.

If we are unable to attract, retain and motivate key personnel or hire qualified personnel, or such personnel do not work well together,
our growth prospects and profitability will be harmed.
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Our performance is largely dependent on the talents and efforts of highly skilled individuals. The loss of any of our management or key
personnel could seriously harm our business.
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We may also encounter difficulties in recruiting personnel as we become a more mature company in a competitive industry. Competition in our
industry for personnel is intense, and we are aware that our competitors have directly targeted our employees. We do not have non-competition
agreements with most employees and, even in cases where we do, these agreements are of limited enforceability in California. We also do not
maintain any key-person life insurance policies on our executives. The incentives to attract, retain and motivate employees provided by our
option grants or by future arrangements, such as cash bonuses, may not be as effective as they have been in the past. If we do not succeed in
attracting necessary personnel or retaining and motivating existing personnel, we may be unable to grow effectively.

Our business depends on our server and network hardware and software and our ability to obtain network capacity; our current
safeguard systems may be inadequate to prevent an interruption in the availability of our services.

The performance of our server and networking hardware and software infrastructure is critical to our business and reputation, to our ability to
attract visitors and members to our Web sites, to convert them into paying subscribers and to retain paying subscribers. An unexpected and/or
substantial increase in the use of our Web sites could strain the capacity of our systems, which could lead to a slower response time or system
failures. Although we have not recently experienced any significant delays, any future slowdowns or system failures could adversely affect the
speed and responsiveness of our Web sites and would diminish the experience for our visitors, members and paying subscribers. We face risks
related to our ability to scale up to potential increased customer levels while maintaining superior performance. If the usage of our Web sites
substantially increases, we may need to purchase additional servers and networking equipment and services to maintain adequate data
transmission speeds, the availability of which may be limited or the cost of which may be significant. Any system failure that causes an
interruption in service or a decrease in the responsiveness of our Web sites could reduce traffic on our Web sites and, if sustained or repeated,
could impair our reputation and the attractiveness of our brands as well as reduce revenue and negatively impact our operating results.

Furthermore, we rely on many different hardware systems and software applications, some of which have been developed internally. If these
hardware systems or software applications fail, it would adversely affect our ability to provide our services. If we are unable to protect our data
from loss or electronic or magnetic corruption, or if we receive a significant unexpected increase in usage and are not able to rapidly expand our
transaction-processing systems and network infrastructure without any systems interruptions, it could seriously harm our business and
reputation. We have experienced occasional systems interruptions in the past as a result of unexpected increases in usage, and we cannot assure
you that we will not incur similar or more serious interruptions in the future. From time to time, our Company and our Web sites may be subject
to delays and interruptions due to software viruses, or variants thereof, such as internet worms.

In addition, we do not have a �high availability� disaster recovery system, which means in the event of any catastrophic failure involving our Web
sites, we may be unable to serve our Web traffic for a significant period of time. Our Web sites primarily operate from only a single site located
in either Southern California or Utah. Any system failure, including network, software or hardware failure, that causes an interruption in the
delivery of our Web sites and services or a decrease in responsiveness of our services would result in reduced visitor traffic, reduced revenue and
would adversely affect our reputation and brands.

The failure to establish and maintain affiliate agreements and relationships could limit the growth of our business.

We have entered into, and expect to continue to enter into, arrangements with affiliates to increase our member and paying subscriber bases,
bring traffic to our Web sites and enhance our brands. Pursuant to our arrangements, an affiliate generally advertises or promotes one or more of
our Web sites on its Web site, and earns a fee whenever visitors to its Web site click though the advertisement to one of our Web sites and
register or subscribe to one of our Web sites. These affiliate arrangements are easily cancelable, often with one day notice. We do not typically
have any exclusivity arrangements with our affiliates, and some of our affiliates may also be affiliates for our competitors. None of these
affiliates, individually, represents a material portion of our revenue. If any of our current affiliate agreements are terminated, we may not be able
to replace the terminated agreement with an equally beneficial arrangement. We cannot assure you that we will be able to renew any of our
current agreements when they terminate or, if we are able to do so, that such renewals will be available on acceptable terms. We also do not
know whether we will be able to enter into additional agreements or that any relationships, if entered into, will be on terms favorable to us.
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We rely on a number of third-party providers and their failure or unwillingness to continue to perform could harm us.

We rely on third parties to provide important services and technologies to us, including third parties that manage and monitor our offsite data
centers located in Southern California and Utah, ISPs, search engine marketing providers and credit card processors. In addition, we license
technologies from third parties to facilitate our ability to provide our services. Any failure on our part to comply with the terms of these licenses
could result in the loss of our rights to continue using the licensed technology, and we could experience difficulties obtaining licenses for
alternative technologies. Furthermore, any failure of these third parties to provide these and other services, or errors, failures, interruptions or
delays associated with licensed technologies, could significantly harm our business. Any financial or other difficulties our providers face may
have negative effects on our business, the nature and extent of which we cannot predict. Except to the extent of the terms of our contracts with
such third party providers, we exercise little or no control over them, which increases our vulnerability to problems with the services and
technologies they provide and license to us. In addition, if any fees charged by third-party providers were to substantially increase, such as if
ISPs began charging us for emails sent by our paying subscribers to other members or paying subscribers, we could incur significant additional
losses.

We may not be effective in protecting our Internet domain names or proprietary rights upon which our business relies or in avoiding
claims that we infringe upon the proprietary rights of others.

We regard substantial elements of our Web sites and the underlying technology as proprietary, and attempt to protect them by relying on
trademark, service mark, copyright, patent and trade secret laws and restrictions on disclosure and transferring title and other methods. We also
generally enter into confidentiality agreements with our employees and consultants, and generally seek to control access to and distribution of
our technology, documentation and other proprietary information. Despite these precautions, it may be possible for a third party to copy or
otherwise obtain and use our proprietary information without authorization or to develop similar or superior technology independently. Effective
trademark, service mark, copyright, patent and trade secret protection may not be available in every country in which our services are distributed
or made available through the Internet, and policing unauthorized use of our proprietary information is difficult. Any such misappropriation or
development of similar or superior technology by third parties could adversely impact our profitability and our future financial results.

We believe that our Web sites, services, trademarks, patent and other proprietary technologies do not infringe upon the rights of third
parties. However, there can be no assurance that our business activities do not and will not infringe upon the proprietary rights of others, or that
other parties will not assert infringement claims against us. We are aware that other parties utilize the �Spark� name, or other marks that
incorporate it and those parties may have rights to such marks that are superior to ours. From time to time, we have been, and expect to continue
to be, subject to claims in the ordinary course of business including claims of alleged infringement of the trademarks, service marks and other
intellectual property rights of third parties by us. Although such claims have not resulted in any significant litigation or had a material adverse
effect on our business to date, any such claims and resultant litigation might subject us to temporary injunctive restrictions on the use of our
products, services or brand names and could result in significant liability for damages for intellectual property infringement, require us to enter
into royalty agreements, or restrict us from using infringing software, services, trademarks, patents or technologies in the future. Even if not
meritorious, such litigation could be time-consuming and expensive and could result in the diversion of management�s time and attention away
from our day-to-day business.

We currently hold various Web domain names related to our brands and in the future may acquire new Web domain names. The regulation of
domain names in the United States and in foreign countries is subject to change. Governing bodies may establish additional top level domains,
appoint additional domain name registrars or modify the requirements for holding domain names. As a result, we may be unable to acquire or
maintain relevant domain names in all countries in which we conduct business. Furthermore, the relationship between regulations governing
domain names and laws protecting trademarks and similar proprietary rights is unclear. We may be unable to prevent third parties from
acquiring domain names that are similar to, infringe upon or otherwise decrease the value of our existing trademarks and other proprietary rights
or those we may seek to acquire. Any such inability to protect ourselves could cause us to lose a significant portion of our members and paying
subscribers to our competitors.

We may face potential liability, loss of users and damage to our reputation for violation of our privacy policy or privacy laws and
regulations or be required to change our business practices in an adverse manner.

Our privacy policy prohibits the sale or disclosure to any third party of any member�s personal identifying information, except to the extent
expressly set forth in the policy. Growing public concern about privacy and the collection, distribution and use of information about individuals
may subject us to increased regulatory scrutiny and/or litigation. In the past, the Federal Trade Commission has investigated companies that have
used personally identifiable information without permission or in violation of a stated privacy policy. If we are accused of violating the stated
terms of our privacy policy, we may be forced to expend significant amounts of financial and managerial resources to defend against these
accusations and we may face potential liability. Our membership database holds confidential information concerning our members, and we could
be sued if any of that information is misappropriated or if a court determines that we have failed to protect that information.
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In addition, our affiliates handle personally identifiable information pertaining to our members and paying subscribers. Both we and our
affiliates are subject to laws and regulations related to Internet communications, consumer protection, advertising, privacy, security and data
protection. For example, we are subject to the CAN-SPAM Act of 2003, California�s Information Practice Act, which requires notification to
users when there is a security breach of personal data, and other state regulations that impose additional requirements on data protection, such as
the requirement to encrypt data sent over the internet. If we or our affiliates are found to be in violation of these laws and regulations, we may
become subject to administrative fines or litigation or be required to change our data practices, which could materially increase our expenses,
adversely affect our results of operations and cause the value of our securities to decline.

Proposed legislation concerning data protection is currently pending at the U.S federal and state level as well as in certain foreign jurisdiction. In
addition, the interpretation and application of data protection laws in Europe, the United States and elsewhere are still uncertain. It is possible
that these laws may be interpreted and applied in a manner that is inconsistent with our data practices. If so, in addition to the possibility of fines,
this could result in an order requiring that we change our data practices, which could have an adverse effect on our business. Complying with
these laws as they evolve could cause us to incur substantial costs or require us to change our business practices in a manner adverse to our
business.

We may be liable as a result of information retrieved from or transmitted over the Internet.

We may be sued for defamation, civil rights infringement, negligence, copyright or trademark infringement, invasion of privacy, personal injury,
product liability or under other legal theories relating to information that is published or made available on our Web sites and the other sites
linked to it. These types of claims have been brought, sometimes successfully, against online services in the past. We also offer messaging
services on our Web sites and send emails directly and through third parties, which may subject us to potential risks, such as liabilities or claims
resulting from unsolicited email or spamming, lost or misdirected messages, security breaches, illegal or fraudulent use of email or personal
information or interruptions or delays in email service. Our insurance does not specifically provide for coverage of these types of claims and,
therefore, may be inadequate to protect us against them. In addition, we could incur significant costs in investigating and defending such claims,
even if we ultimately are not held liable. If any of these events occurs, our revenue could be materially adversely affected or we could incur
significant additional expense, and the market price of our securities may decline.

Our quarterly results may fluctuate because of many factors and, as a result, investors should not rely on quarterly operating results as
indicative of future results.

Fluctuations in operating results or the failure of operating results to meet the expectations of public market analysts and investors may
negatively impact the value of our common stock. Quarterly operating results may fluctuate in the future due to a variety of factors that could
affect revenue or expenses in any particular quarter. Fluctuations in quarterly operating results could cause the value of our securities to
decline. Investors should not rely on quarter-to-quarter comparisons of results of operations as an indication of future performance. Factors that
may affect our quarterly results include:

�
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