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PART I
CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

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

obtained by pursuing management’s current plans and objectives are forward-looking statements. You should not place

undue reliance on our forward-looking statements because the matters they describe are subject to known and

unknown risks, uncertainties and other unpredictable factors, many of which are beyond our control. Important risks

that might cause our actual results to differ materially from the results contemplated by the forward-looking

statements are contained in “Item 1A. Risk Factors” and “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” of this Annual Report and in our subsequent filings with the Securities and

Exchange Commission (“SEC”). Our forward-looking statements are based on the information currently available to us

and speak only as of the date on which this Annual Report was filed with the SEC. We expressly disclaim any

obligation to issue any updates or revisions to our forward-looking statements, even if subsequent events cause our
expectations to change regarding the matters discussed in those statements. Over time, our actual results, performance

or achievements will likely differ from the anticipated results, performance or achievements that are expressed or

implied by our forward-looking statements, and such differences might be significant and materially adverse to our
stockholders.

99 ¢
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As used in this report:

¥#Viggle" refers to Viggle Inc., a Delaware corporation (also herein referred to as "the Company")
¥ App" refers to the free Viggle application (also herein referred to as the "Viggle App")

¥We", "us" and "our" refer to Viggle and its subsidiaries, individually, or in any combination

JSFX" refers to SFX Entertainment Inc., a company affiliated with Robert F.X. Sillerman, the Company's Executive
Chairman, Chief Executive Officer, and a Director (hereinafter, "Mr. Sillerman")

¢SIC" refers to Sillerman Investment Company, LLC, a company affiliated with Mr. Sillerman
¢SIC II" refers to Sillerman Investment Company II, LLC, a company affiliated with Mr. Sillerman
¥GAAP" refers to generally accepted accounting principles in the United States

ITEM 1. BUSINESS

Our Business

Our Vision

Viggle makes TV more rewarding.

Our Strategy
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Viggle is an incentive-based, interactive loyalty platform developed to enhance the TV viewing experience and make
TV more rewarding. We seek to enhance the TV experience by helping viewers decide what to watch and when,
enhance the viewing experience with real time games and additional content, and reward viewers for being loyal to
their favorite shows throughout a season. For advertisers, Viggle provides clients targeted and interactive ads to
amplify their TV messaging. For TV networks and content producers, Viggle delivers promotional benefits by driving
tune-ins to specific shows, engaging the consumers in a richer content experience, and increasing awareness of
promoted shows. The result of all this interaction creates the definitive interest graph for TV. As a media company,
we seek to attract an ever-larger audience in order to sell advertising. We believe that making TV more rewarding and
engaging around the shows consumers love, will drive them to use Viggle.
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Overview of our Service

U.S. consumers can become Viggle users through a free App that works on multiple types of mobile phones and
tablets and is distributed through the Apple App Store or the Google Play Store. After a consumer downloads the App,
he/she must create an account. Viggle then provides the ability for customers to play along with TV shows, to share
comments through social media, to answer trivia questions or polls, to chat with friends, play games, or to discover
more about the show, all while they watch TV.

The user experience is simple. While watching TV, a user taps the "check-in" button which activates the device's
microphone. Viggle collects an audio sample of what the user is watching on television and uses proprietary
technology to convert that sample into a digital fingerprint. Within seconds, that proprietary digital fingerprint is
matched against a database of reference fingerprints that are collected from at least 170 English and Spanish television
channels within the United States. We are able to verify TV check-ins across broadcast, cable, online, satellite,
time-shifted and on-demand content. The ability to verify check-ins is critical because users are rewarded points for
each check-in and engagement. Users can redeem the points within the rewards catalog for items that have a monetary
value such as gift cards, unique deals and offers, electronics, sweepstakes, charitable donations, and Viggle-branded
merchandise. Once a customer has "checked-in" to a show, the App provides a set of optional games, tools, and
information to enhance the TV experience.

Viggle points can be earned through five different activities: WatchPoints (1 point for every minute a user is
checked-in on Viggle), Bonus Points (added points for watching promoted shows), Live Engagement Points (points
earned for playing MyGuy, Viggle Live or other games), Streaks and Quests (added points for watching a series of
shows), and Advertising Points (revenue we share with our customers in the form of points).

An illustration of how our App works is shown below:

Since our launch on January 25, 2012, and through June 30, 2013, 3,253,464 users have registered for Viggle, of
which we have deactivated 190,929 for a total of 3,062,535 registered users. For the three months ended June 30,
2013, we have accumulated an average of 757,273 monthly active users. Monthly active users are computed by
determining those users that are both registered on the Viggle App and that have earned or redeemed points, other
than points received for registering for the Viggle App, in the particular month. As of June 30, 2013, our members
have checked-in to 265,378,396 TV programs and spent an average of approximately 68 minutes of active time within
the Viggle App per session. Active users are defined as those who earned a point or redeemed a point that day. Users
have redeemed a total of 1,959,395 rewards.
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Our rewards catalog consists primarily of gift cards for consumer goods in amounts ranging from $5.00 to $25.00.
There are other rewards, primarily physical products, that can be earned for significantly more reward points, and
offers that deliver meaningful discounts to our users for fewer points. For example, a $5.00 Starbucks gift card can
be earned for 12,500 points, a $25.00 Best Buy Gift card can be earned for 62,500 points, a Kindle Fire for 482,500
points, and an offer of 20% off a purchase at Fanatics.com for 3,000 points. From time to time, we may change the
rewards offered and the number of points required to earn any given reward. For the 1,959,395 reward redemptions
through June 30, 2013, the average number of points used per redemption has been approximately 13,060 points and
the total retail value to consumers was approximately $13.4 million.

It is not possible to earn points on the Viggle App without registering. In order to avoid double-counting and limit the
instances of fraud, the App is limited to five accounts per device (so as to allow for use by family members sharing a
device), users are limited to a maximum of 6,000 points per day and users are not able to share or combine points with
different users or devices. While it is possible for users to establish multiple accounts which could overstate our actual
number of registered active users and permit those fraudulent users to attempt to evade our rules in an effort to
accumulate excess points by checking-in to TV shows at the same time on different devices, we monitor for such
activity and, when discovered, take corrective action according to our published terms and conditions.

Our Technology

The first version of the App was approved by Apple and launched to the public in the Apple iTunes App Store on
January 25, 2012. It has been updated periodically. The approved version of the App works on Apple iOS devices
such as the iPhone, iPad and iPod Touch. On June 27, 2012, we released a version of the Application for use on
Android smartphones and tablets. Although we have launched the App to the public, there is no guarantee how
effectively the technology will perform. We continuously test and update the App with a goal of improving overall
performance and usability.

We will consider adding versions for other mainstream mobile operating systems such as Windows Phone and
Blackberry based on demand and other business factors. Distribution of the product will occur via regular online
marketplaces for content and applications used by such mobile operating systems, and will include iTunes for i0OS
devices or the Android marketplace for devices using the Android operating system.

The back-end technology for the App has been designed to accommodate the significant numbers of simultaneous
check-ins required to support prime time television audiences. This back-end technology is currently operational and
has the capacity to support simultaneous check-ins around major television events such as the Super Bowl. In addition
to our own dedicated co-location facilities on the east and west coasts, we are using third-party cloud computing
services from Amazon Web Services to help us scale our technical capacity as efficiently as possible.

The technology supporting our unique feature of digital fingerprinting and our matching technology is subject to a
currently unissued but pending patent.

Our Revenues

We began generating revenues in early calendar year 2012. Advertising is sold directly to brand marketers, television
networks or through advertising agencies by our dedicated sales team. We also generate revenue through partnerships
with third party mobile advertising networks. Our focus is on brand marketers that are most relevant to our target
demographic of consumers between the ages of 18 and 49, and are active in television, digital and retail marketing.
Our sales team is also briefing large advertising and media agencies on our capabilities so that they might recommend
integration of our Application into their client proposals. We generate revenue from standard mobile media
advertising sales and affiliate programs:
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when our users click and view advertisements in our App;

when our users complete an engagement (defined as a poll, video quiz, game or slide show) appearing in our App that
is created by an advertising agency, our brand partners or our team; and

through affiliate or bounty commissions from third parties if our users purchase items or subscribe to services after
clicking from our App to other apps or websites.

With the exception of one-time sponsorships with advertisers (which are charged a separate and specific fee), all
advertising is serviced via a third-party advertising server for billing and verification purposes. Revenues are

generated by measuring

4




Edgar Filing: Viggle Inc. - Form 10-K

delivered impressions on a cost per thousand (CPM) basis and completed engagements on a cost per engagement
(CPE) basis. Our sales team contracts with brand advertisers to deliver a specific number of impressions and/or
engagements for a specific price per thousand impressions and/or per completed engagement. The third-party ad
server then serves the ads and/or engagements within the App during the course of using the Viggle App. As
impressions and engagements are delivered and completed, we bill brand partners or advertising agencies on a
monthly basis for the media delivered at our contracted rates.

Our Target Consumers

While most people watch television, we are targeting male and female consumers between the ages of 18 and

49. This target audience was selected due to the amount of TV they consume on a weekly basis, as well as the
likelihood that they will have smartphones and other wireless devices such as tablets and laptops with them while
viewing television. To build our user base, we will target this audience using traditional media techniques such as
direct response, banner and mobile advertising, public relations, search engine optimization and search engine
marketing across online, broadcast and print media outlets.

When a user signs up for and downloads our App, we collect the user's email, zip code, television provider and date of
birth. The email enables us to verify the user and reduces the chance of fraud. The zip code allows us to present a
relevant list of cable and satellite providers to the user to deliver the correct channel listing data. Knowing the
television provider in turn helps us to increase the rate of success for television show matching. We encourage users to
provide additional information such as their physical mailing address. Knowing the user's birthday allows us to verify
that the user is at least 13 years old. The physical mailing address is required for the delivery of physical goods
selected by the user in the Application rewards catalog. This information also helps us better target relevant
advertising to the user. We manage this information in adherence with standard privacy policies and regulations.

Our Competitive Position

The market for digital and social media applications is intensely competitive and subject to rapid change. New
competitors may be able to launch new businesses at relatively low cost. Many consumers maintain simultaneous
relationships with multiple digital brands and products, making it easy to shift consumption from one provider to
another. Additionally, the “Social TV” category is nascent and has yet to attract the attention of mainstream consumers
and marketers. Many of our competitors are larger, more established, better funded, and have a history of successful
operations. Although we launched the first version of our App in January 2012, there can be no assurance of how
successful the product will be or how effectively the technology will perform.

While there are a variety of companies currently in the market that offer either manual check-in or audio verification,
we believe our App differs significantly because we offer users real, as opposed to virtual, rewards such as movie
tickets, music cards and gift cards, and we drive our customers to engage and interact with TV shows for longer
periods of time. We offer a comprehensive range of features and functionality, such as automatic check-ins using
audio verification, in-app digital advertising engagements (such as games or videos, real-time polls and quizzes) and
full social media integration that rewards our users for being more loyal to their TV shows and provide our users with,
we believe, more enjoyment at the same time. Such integration makes it easy for users to share what they are doing
within the Application with their social network and to follow show-specific commentary on Twitter and Facebook.
We also offer the user a listing of current and upcoming shows for which they can set reminders, learn more
information and indicate their support of the show by “liking” it.

Other companies in the “Social TV market focus on the simple ability of a user to communicate their television
viewing activity to others in the user's social media circles. Instead of real rewards, these companies offer their users
virtual points, leader board status, digital badges or stickers. We believe that our target market will be motivated by
the ability to earn real rewards on a frequent basis and to interact in real time via show-specific polls, quizzes, videos
and games.



Edgar Filing: Viggle Inc. - Form 10-K

Recent Acquisitions (amounts in thousands except share and per share data)

WatchPoints

On September 29, 2011, in furtherance of its business plan, the Company, through its wholly-owned subsidiary,
Project Oda, Inc., purchased certain assets of Mobile Messaging Solutions, Inc.'s Watchpoints business. The
consideration for such transaction consisted of $2,500 in cash and 100,000 shares of the Company's common stock
with a fair value of $16.00 per share on the date of the transaction. The Watchpoints business is involved in
developing, selling, maintaining and improving an interactive broadcast television Application utilizing audio
recognition technology. The assets purchased, and the related value allocated to each, included intellectual property
($4,209) and certain computer-related equipment ($11). The intellectual property included patent filings for audio
verification technology and the provision of value-added programming/services based

5
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on such verification and trademarks for the “Watchpoints” name. The value allocated to the intellectual property is being
amortized over the expected useful life of the Company's software products.

Loyalize

On December 31, 2011, in furtherance of its business plan, the Company, through a newly created wholly owned
subsidiary, FN(x) I Holding Corporation, now known as Loyalize Inc (“FN(x) I”” or “Loyalize”), purchased from Trusted
Opinion Inc. (“Trusted Opinion”), substantially all of its assets, including certain intellectual property and other assets
relating to the “Loyalize” business owned by Trusted Opinion, pursuant to an asset purchase agreement executed by the
Company and FN(x) I on such date (the “Asset Purchase Agreement”) . In consideration for its purchase of such assets,
the Company paid Trusted Opinion $3,185 in cash and agreed to deliver 137,519 of the Company's common shares as
follows: 32,627 shares delivered directly to Trusted Opinion within three business days of delivery of the financial
statements and 104,892 shares (the “Escrowed Shares”) delivered within three business days of closing to American
Stock Transfer and Trust Company LLC, as escrow agent, which were held until December 31, 2012 to secure certain
representations, warranties and indemnities given by Trusted Opinion under the Asset Purchase Agreement. The

value of the 137,519 common shares as of the date of closing at $1,719 based on the $12.50 per share closing price of
the Company's common stock on the date of closing. In addition to certain minor purchase price adjustments to be
made post-closing, the Company was obligated to also fund as a purchase price adjustment the difference, if any, by
which $1,839 exceeds the calculated value (computed based on the average closing price of the Company's common
shares during the 20 days prior to December 31, 2012) of the 137,519 shares on December 31, 2012, either in cash or

in common shares of the Company, at the Company's option. The Company elected to pay this obligation in shares of
its common stock, and on February 11, 2013, issued 1,171,712 shares of its common stock in satisfaction of this
obligation.

TIPPT Media Inc.

On December 23, 2011, the Company obtained a sixty-five (65%) percent ownership interest in TIPPT Media Inc.
("TIPPT"). In consideration for its investment in TIPPT, the Company paid $2,000 in cash, forgave the repayment of a
$250 promissory note owed to the Company by TIPPT LLC, a Delaware limited liability company, and the minority
stockholder of TIPPT, and agreed to issue a warrant to purchase 500,000 shares of the Company's common stock at an
exercise price equal to 115% of the 20-day trading average of the Company's common stock if certain performance
conditions were met within four months of the closing of the transaction. The Company believed it was probable that
the performance conditions would be met and thus the fair value of the warrants were recorded. The shares of
common stock exercisable under the warrant were valued at $2,378 using the Black Scholes valuation model.

The Company determined that immediately before the transaction, the activities of TIPPT did not constitute a
business. Therefore, the Company accounted for the TIPPT transaction as an asset acquisition in accordance with
ASC 350, Intangibles - Goodwill and Other Intangible Assets.

On May 14, 2012, the Company sold to TIPPT LLC a 50% ownership interest in TIPPT for $500, payable by a
Purchase Money Note with interest accruing at 4% per annum and maturing on December 31, 2016. The Company
retained a 15% ownership interest in TIPPT. TIPPT issued an Amended and Restated Promissory Note to the
Company pursuant to which TIPPT agreed to pay the Company $1,201, which represented $701 of working capital
advances and an additional $500 that the Company agreed to loan to TIPPT.

As part of the Company's review of the fair value of its intangible assets for the year ended June 30, 2012, the
Company 1) derecognized the $2,378 of contingent consideration attributable to the Company's warrant that was to be
issued to TIPPT LLC because the warrant was never issued; and 2) performed a review of the fair value of the
remaining $2,250 carrying value the intellectual property contracts. The Company recorded an impairment charge for
the full carrying value of such contracts. Accordingly, the carrying value at June 30, 2012 was zero. Also, based on
the limited financial resources of TIPPT and TIPPT LLC, the Company fully reserved the $500 Purchase Money Note
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and the $1,201 relating to the Amended and Restated Promissory Note described above. The total charge of $3,951 is
included in selling, general and administrative expenses for the year ended June 30, 2012.

Intellectual Property

As of June 30, 2013, the Company has filed to protect its initial trademarks and has filed patents to protect its
technology, which are currently pending. We anticipate that there will be patent and other filings in the future. We
intend to protect any intellectual property rights we may acquire in the future through a combination of patent,
trademark, copyright, rights of publicity, and other laws, as well as licensing agreements and third party nondisclosure
and assignment agreements. Our

6
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failure to obtain or maintain adequate protection of our intellectual property rights for any reason could have a
material adverse effect on our business, financial condition and results of operations.

Employees

As of June 30, 2013, the Company had a total of 108 full-time employees. Management considers its relations with its
employees to be good.

Principal Executive Offices

The principal executive offices of the Company are located at 902 Broadway, 11t Floor, New York, New York 10010
and our telephone number is (212) 231-0092.

Available Information

The Company is subject to the informational requirements of Section15(d) of the Securities Exchange Act of 1934

(the “Exchange Act”). We electronically files reports and other information with, and electronically furnish reports and
other information to, the Securities and Exchange Commission. Such reports and other information filed or furnished
by the Company may be inspected and copied at the Securities and Exchange Commission’s Public Reference Room at
100 F Street, N.E., Washington, D.C. 20549. Please call the Securities and Exchange Commission at 1-800-SEC-0330
for further information on the operation of the Public Reference Room. The Securities and Exchange Commission also
maintains an Internet site that contains reports, proxy statements and other information about issuers, like us, who file
electronically with the Securities and Exchange Commission. The address of the Securities and Exchange
Commission’s website is http://www.sec.gov.

In addition, the Company makes available free of charge through its website, http://www.viggle.com, its Annual
Reports on Form 10-K and quarterly reports on Form 10-Q (commencing March 31, 2011), current reports on

Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act,
as amended, as soon as reasonably practicable after such documents are electronically filed with, or furnished to, the
Securities and Exchange Commission. This reference to our internet website does not constitute incorporation by
reference in this report of the information contained on or hyperlinked from our Internet website and such information
should not be considered part of this report.

ITEM 1A.RISK FACTORS

Various portions of this report contain forward-looking statements that involve risks and uncertainties. Actual results,
performance or achievements could differ materially from those anticipated in these forward-looking statements as a
result of certain risk factors, including those set forth below and elsewhere in this report.

Since we have limited financial resources and a limited operating history and minimal revenues to date, we may be
unable to achieve or maintain profitability. The likelihood of our success must be considered in light of the problems,
expenses, difficulties, complications and delays frequently encountered by a small developing company.

We have limited financial resources and minimal revenues to date. The likelihood of our success must be considered
in light of the problems, expenses, difficulties, complications and delays frequently encountered by a small developing
company starting a new business enterprise and the highly competitive environment in which we operate. Since we
have a limited operating history, we cannot assure you that our business will be profitable or that we will ever
generate sufficient revenues to fully meet our expenses and totally support our anticipated activities.

13
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Our ability to continue as a business and implement our business plan will depend on our ability to raise sufficient
debt or equity if our revenue is not sufficient, as is now the case. There is no assurance such debt and/or equity
offerings will be successful or that we will remain in business or be able to implement our business plan if such
offerings are not successful.

If we are unable to successfully develop and market our products or features or our products or features do not
perform as expected, our business and financial condition will be adversely affected.

With the release of any new product or any new features to an existing product, we are subject to the risks generally

associated with new product or feature introductions and applications, including lack of market acceptance, delays in
development and implementation, and failure of new products or features to perform as expected. In order to introduce

and market new or enhanced products or features successfully with minimal disruption in customer purchasing
patterns and user experiences, we

7
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must manage the transition from existing products in the market. There can be no assurance that we will successfully
develop and market, on a timely basis, products, product enhancements or features that respond to technological
advances by others, that our new products will adequately address the changing needs of the market or that we will
successfully manage product transitions. Further, failure to generate sufficient cash from operations or financing
activities to develop or obtain improved products and technologies could have a material adverse effect on our results
of operations and financial condition.

In addition, our technology is under continual development. While certain aspects of the product may currently be
functioning on a basic level, we must perform more testing to ensure that the different components work together
effectively and the audio sampling and matching technology being developed by us is accurate, performs well and
integrates with metadata and points systems. Although the product has been launched for use on Apple iOS and
Android devices, there is no assurance that the product will generate sufficient income from brand and network
advertisers, which could have a material adverse effect on our results of operations and financial condition.

Since there is substantial doubt as to the Company's ability to continue as a going concern as noted in BDO USA,
LLP's opinion for the fiscal year ended June 30, 2013, it may be difficult for the Company to effectuate its business
plan.

The Company has incurred losses since its inception and has not yet successfully established profitable

operations. Our financial statements have been prepared on a going concern basis. Costs and expenses, or the inability
to generate increased revenues, will likely require additional financing; which would be sought through equity or debt
financing, or asset sales. The fact that there are going concern considerations may make raising additional funds or
obtaining loans more difficult. To the extent financing is not available, the Company may not be able to, or may be
delayed in, implementing its business plan, developing its property and/or meeting its obligations. This could result in
the entire loss of any investment in shares of the Company's common stock. The Company will continue to evaluate
its projected expenditures relative to its available cash and to evaluate additional means of financing in order to satisfy
its working capital and other cash requirements. Details regarding these concerns are included in the notes to the
Financial Statements included in this filing (for the fiscal year ended June 30, 2013).

We may seek to raise additional funds, finance acquisitions or develop strategic relationships by issuing capital stock
that would dilute your ownership.

We have financed our operations, and we expect to continue to finance our operations, acquisitions and develop
strategic relationships, by issuing equity or convertible debt securities, which could significantly reduce the
percentage ownership of our existing stockholders. Furthermore, any newly issued securities could have rights,
preferences and privileges senior to those of our existing common stock. Moreover, any issuances by us of equity
securities may be at or below the prevailing market price of our common stock and in any event may have a dilutive
impact on your ownership interest, which could cause the market price of our common stock to decline. We may also
raise additional funds through the incurrence of debt or the issuance or sale of other securities or instruments senior to
our shares of common stock. The holders of any debt securities or instruments we may issue would likely have rights
superior to the rights of our common stockholders.

Our common stock price may fluctuate significantly and you may lose all or part of your investment.

Because we are a newly established operating company, there are few objective metrics by which our progress may be
measured. Consequently, we expect that the market price of our common stock will likely fluctuate significantly.
There can be no assurance whether or when we will generate revenue from the license, sale or delivery of our unique
products and services. In the absence of product revenue as a measure of our operating performance, we anticipate that
investors and market analysts will assess our performance by considering factors such as:
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announcements of developments related to our business;
developments in our strategic relationships with companies;

our ability to enter into or extend investigation phase, development phase, commercialization phase
and other agreements with new and/or existing partners;

announcements regarding the status of any or all of our collaborations or products;
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. market perception and/or investor sentiment regarding our products and services;

announcements regarding developments in the digital and mobile technology and the broadcast and
entertainment industries in general;

. the issuance of competitive patents or disallowance or loss of our patent or trademark rights; and
. quarterly variations in our operating results.

We will not have control over many of these factors but expect that our stock price may be influenced by them. As a
result, our stock price may be volatile and you may lose all or part of your investment.

The market for purchases and sales of our common stock may be very limited, and the sale of a limited number of
shares could cause the price to fall sharply.

Our shares of common stock are very thinly traded. Accordingly, it may be difficult to sell shares of common stock
without significantly depressing the value of the stock. Unless we are successful in developing continued investor
interest in our stock, sales of our stock could continue to result in major fluctuations in the price of our common stock.

Since we do not intend to declare dividends for the foreseeable future, and we may never pay dividends, you may not
realize a return on your investment unless the price of our common stock appreciates and you sell your common stock.

We will not distribute cash to our stockholders unless and until we can develop sufficient funds from operations to
meet our ongoing needs and execute our business plan. The time frame for this is inherently unpredictable, and you
should not plan on it occurring in the near future, if at all. Our payment of any future dividends will be at the
discretion of our board of directors after taking into account various factors, including but not limited to our financial
condition, operating results, cash needs, growth plans and the terms of any credit agreements that we may be a party to
at the time. Accordingly, investors must rely on sales of their common stock after price appreciation, which may
never occur, as the only way to realize a return on their investment. Investors seeking cash dividends should not
purchase our common stock.

Since we are controlled by our current insiders and their affiliates, you and our other non-management stockholders
will be unable to affect the outcome in matters requiring stockholder approval.

As of September 17, 2013, approximately 52,088,000 shares of our common stock, not including warrants, options, or
rights to acquire common stock, are owned by Mr. Sillerman and current affiliates and insiders representing control of
approximately 69.3% of the total voting power, with Mr. Sillerman directly or indirectly beneficially owning more
than a majority of the outstanding shares of common stock. As a result, Mr. Sillerman essentially has the ability to
elect all of our directors and to approve any action requiring stockholder action, without the vote of any other
stockholders. It is possible that the interests of Mr. Sillerman could conflict in certain circumstances with those of
other stockholders. Such concentrated ownership may also make it difficult for our shareholders to receive a premium
for their shares of our common stock in the event we merge with a third party or enter into other transactions that
require shareholder approval. These provisions could also limit the price that investors might be willing to pay in the
future for shares of our common stock.

We rely on key members of management, and the loss of their services could adversely affect our success and
development.
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Our success depends to a certain degree upon certain key members of management. These individuals are a significant
factor in our growth and ability to meet our business objectives. In particular, our success is highly dependent upon
the efforts of our executive officers and our directors, particularly Mr. Sillerman. The loss of our executive officers
and directors could slow the growth of our business, or it may cease to operate at all, which may result in the total loss
of an investor's investment.
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Compensation may be paid to our officers, directors and employees regardless of our profitability, which may limit
our ability to finance our business plan and adversely affect our business.

Mr. Sillerman and other officers are receiving compensation, and any other current or future employees of our
company may be entitled to receive compensation, payments and reimbursements, regardless of whether we operate at
a profit or a loss. Any compensation received by Mr. Sillerman or any other senior executive in the future will be
determined from time to time by the board of directors or our Compensation Committee. Such obligations may
negatively affect our cash flow and our ability to finance our business plan, which could cause our business to fail.

Some of our officers and directors may have conflicts of interest in business opportunities that may be
disadvantageous to us.

Mr. Sillerman and Mr. Nelson are each engaged in other business endeavors, including serving as executive officers of
Circle Entertainment Inc. (“Circle”). Additionally, Mr. Sillerman is also the Chairman and Chief Executive Officer of
SFX, a new company in the live entertainment business, and Mr. Nelson is a Senior Legal Adviser to such company.
Mr. Sillerman is a director of Circle and Mr. Nelson is Executive Vice President, General Counsel and Corporate
Secretary of Circle. Under Mr. Sillerman's employment agreement, he is obligated to devote his working time to our
affairs, but may continue to devote time to other outside non-competitive businesses. Mr. Sillerman has agreed to
present to us any business opportunities related to or appropriate for our business. Pursuant to Mr. Nelson's
employment agreement, he is obligated to devote such time and attention to our affairs as is necessary for him to
perform his duties as Executive Vice President. He is also entitled to perform similar functions for Circle and/or SFX
pursuant to shared services agreements described in Note 12, Related Party Transactions to the Consolidated Financial
Statements filed with this Annual Report on Form 10-K. In addition, our newest director, Michael Meyer, is a
member of the board of directors and chair of the audit committee of both Circle and SFX. Certain of our other
employees, including employees in Human Resources, IT management and office management, also perform services
for SFX under shared services agreements and certain SFX employees may perform services for us. Although Circle,
SFX, and our company have generally different business plans, interests and programs, it is conceivable there may be
a conflict of interest in determining where a potential opportunity should be brought. Conflicts of interest are
prohibited as a matter of our corporate policy, except under guidelines approved by the board of directors, as set forth
in our Code of Business Conduct and Ethics. Our Code of Business Conduct and Ethics also sets forth the procedures
to follow in the event that a potential conflict of interest arises. For a description of our Code of Business Conduct
and Ethics, please see the section entitled “Corporate Governance” below.

Our business and growth may suffer if we are unable to
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