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PART I
FINANCIAL INFORMATION
ITEM 1. CONDENSED FINANCIAL STATEMENTS
SUPER LEAGUE GAMING, INC.
CONDENSED BALANCE SHEETS
September 30,
2019
(Unaudited)
$
12,586,000
332,000
1,146,000
14,064,000

ASSETS
Current Assets
Cash
Accounts receivable
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Intangible and other assets, net
Goodwill

December 31,
2018
$

257,000
1,887,000
2,565,000

Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIT)
Current Liabilities
Accounts payable and accrued expenses
Deferred revenue
Convertible debt and accrued interest, net

18,773,000

$

4,987,000

$

1,454,000
113,000
-

$

813,000
45,000
10,923,000

Stockholders’ Equity (Deficit)
Preferred stock, par value $0.001 per share; 10,000,000 shares authorized; no shares issued or outstanding
Common stock, par value $0.001 per share;100,000,000 shares authorized; 8,569,922 and 4,610,109 shares issued and
outstanding as of September 30, 2019 and December 31, 2018, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders’ equity (deficit)

-1-

1,567,000

11,781,000

-

-

18,000
98,312,000
(81,124,000)
17,206,000
$

See accompanying notes to condensed financial statements

531,000
707,000
-

$

Total current liabilities

Total liabilities and stockholders’ equity

2,774,000
488,000
487,000
3,749,000

18,773,000

14,000
48,325,000
(55,133,000)
(6,794,000)
$

4,987,000
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SUPER LEAGUE GAMING, INC.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)
Three Months
Ended September 30,
2019
2018
REVENUES

$

350,000

$

153,000

Nine Months
Ended September 30,
2019
2018
$

822,000

$

640,000

COST OF REVENUES

192,000

70,000

379,000

375,000

GROSS PROFIT

158,000

83,000

443,000

265,000

215,000
638,000
3,730,000
4,583,000

327,000
567,000
2,747,000
3,641,000

687,000
2,030,000
13,792,000
16,509,000

996,000
1,682,000
8,884,000
11,562,000

(4,425,000)

(3,558,000)

(16,066,000)

(11,297,000)

(212,000)
(1,239,000)
(1,451,000)

(187,000)
(2,684,000)
(7,067,000)
13,000
(9,925,000)

(311,000)
(1,537,000)
2,000
(1,846,000)

OPERATING EXPENSES
Selling, marketing and advertising
Technology platform development
General and administrative
Total operating expenses
NET OPERATING LOSS
OTHER INCOME (EXPENSE)
Accrued interest expense
Accretion of debt discount
Beneficial conversion feature
Other
Total other income (expense)

8,000
8,000

NET LOSS

$

(4,417,000)

$

(5,009,000)

$

(25,991,000)

$

(13,143,000)

Net loss attributable to common stockholders - basic and diluted
Basic and diluted loss per common share
Weighted-average number of shares outstanding, basic and diluted

$

(0.52)
8,569,922

$

(1.09)
4,610,111

$

(3.39)
7,663,243

$

(2.85)
4,605,962

See accompanying notes to condensed financial statements
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SUPER LEAGUE GAMING, INC.
CONDENSED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)
(Unaudited)
Three Months Ended September
30,
2019
2018
Common stock (Shares)
Balance, beginning of period
Initial public offering of common stock, net of issuance costs (Note 7)
Automatic conversion of convertible debt to common stock (Note 6)
Common stock issued for Framerate Acquisition
Stock-based compensation
Warrant Exercises
Balance, end of period

8,569,922
8,569,922

Common stock (Amount):
Balance, beginning of period
Initial public offering of common stock, net of issuance costs (Note 7)
Automatic conversion of convertible debt to common stock (Note 6)
Common stock issued for Framerate Acquisition
Balance, end of period

$

Additional paid-in-capital:
Balance, beginning of period
Initial public offering of common stock, net of issuance costs (Note 7)
Automatic conversion of convertible debt to common stock (Note 6)
Issuance of warrants with convertible notes (Note 6)
Beneficial conversion feature (Note 6)
Common stock issued for Framerate Acquisition (Note 5)
Framerate Earn-Out (Note 5)
Stock-based compensation
Warrant exercises
Balance, end of period

$

$

$

97,598,000
714,000
98,312,000

$

(76,707,000)
(4,417,000)
(81,124,000)
17,206,000

$

Accumulated Deficit:
Balance, beginning of period
Net loss
Balance, end of period
Total stockholders’ equity (deficit)

4,610,109
4,610,109

18,000
18,000

$

4,610,109
2,272,727
1,475,164
134,422
10,833
66,667
8,569,922

14,000
14,000

$

$

$

42,030,000
3,055,000
817,000
45,902,000

$

(42,641,000)
(5,009,000)
(47,650,000)
(1,734,000)

$

See accompanying notes to condensed financial statements
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Nine Months Ended September
30,
2019
2018
4,603,443
6,666
4,610,109

14,000
2,000
2,000
18,000

$

$

$

48,325,000
22,456,000
13,791,000
7,067,000
1,000,000
454,000
5,199,000
20,000
98,312,000

$

(55,133,000)
(25,991,000)
(81,124,000)
17,206,000

$

$

14,000
14,000

$

38,191,000
5,206,000
2,505,000
45,902,000

$

(34,507,000)
(13,143,000)
(47,650,000)
(1,734,000)
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SUPER LEAGUE GAMING, INC.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
Nine Months Ended September
30,
2019
2018
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Stock-based compensation
Amortization of discount on convertible notes (Note 6)
Beneficial conversion feature (Note 6)
In-kind contribution of services
Changes in assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Deferred revenue
Accrued interest on convertible notes
Net cash used in operating activities

$

CASH FLOWS FROM INVESTING ACTIVITIES
Cash paid for acquisition of Framerate (Note 5)
Purchase of property and equipment
Capitalization of software development costs
Acquisition of other intangible assets
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common stock, net of issuance costs
Proceeds from convertible note payable, net
Proceeds from common stock purchase warrant exercises
Net cash provided by financing activities

(25,991,000)

791,000
2,451,000
1,537,000
481,000

171,000
(852,000)
601,000
68,000
187,000
(10,142,000)

4,000
(362,000)
50,000
311,000
(7,880,000)

(1,491,000)
(56,000)
(839,000)
(138,000)
(2,524,000)

(190,000)
(192,000)
(67,000)
(449,000)

22,458,000

-

20,000
22,478,000

12,611,000
12,611,000

$

4,282,000
1,709,000
5,991,000

$
$
$
$

3,000,000
5,207,000
72,000

$

9,812,000
2,774,000
12,586,000

SUPPLEMENTAL NONCASH FINANCING ACTIVITIES
Automatic conversion of convertible debt to common stock (Note 6)
Issuance of common stock for Framerate Acquisition (Note 5)
Common stock purchase warrants – discount on convertible debt
Common stock issued for prepaid services

$
$
$
$

13,793,000
1,000,000
-
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(13,143,000)

657,000
5,266,000
2,684,000
7,067,000
-

INCREASE IN CASH
Cash – beginning of period
Cash – end of period

See accompanying notes to condensed financial statements

$
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1.

DESCRIPTION OF BUSINESS

Super League Gaming, Inc. (“Super League,” the “Company,” “we” or “our”) is a global leader in the mission to bring live and digital esports entertainment and experiences
directly to everyday gamers around the world. Utilizing our proprietary technology platform, Super League operates physical and digital experiences in partnership with
publishers of top-tier game titles. In addition to providing premium experiences by operating city-vs-city amateur esports leagues and producing thousands of live competitive
and social gaming experiences around the country, the Super League Network features multiple forms of content celebrating the love of play via social media, live streaming,
video-on-demand, and website-based offerings. As a content producer with a dedicated esports studio, Super League publishes live streaming and on-demand video content on
all major platforms including YouTube, Twitch and Instagram. In addition, with exclusive proprietary platforms like Minehut, the avid Minecraft community, Framerate, one of
the largest independent social video networks in esports and gaming, and through our partnerships with high-profile venue owners such as Topgolf, Cinemark Theatres and
independent fast-casual restaurants, Super League is committed to supporting the development of local, grassroots player communities all while providing a global framework
for competition and community engagement.
Super League was incorporated on October 1, 2014 as Nth Games, Inc. under the laws of the State of Delaware and changed its name to Super League Gaming, Inc. on June 15,
2015. We are an “emerging growth company” as defined by the Jumpstart Our Business Startups Act of 2012, as amended.
Initial Public Offering
On February 27, 2019, Super League completed its initial public offering (“IPO”) of shares of its common stock, pursuant to which an aggregate of 2,272,727 shares were
offered and sold at a public offering price of $11.00 per share, resulting in net proceeds of $22,458,000 after deducting underwriting discounts, commissions and offering costs
of $2,542,000. Concurrent with the closing of the IPO on February 27, 2019 (the “IPO Closing Date”), in accordance with the related agreements, all outstanding principal and
interest of the 9.00% convertible notes outstanding, totaling $13,793,000, was automatically converted into 1,475,164 shares of the Company’s common stock at a conversion
price of $9.35.
2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation
The accompanying condensed financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”) for interim financial information and with the instructions to Form 10-Q and Rule 8-03 of Regulation S-X. Accordingly, certain information and footnotes required by
U.S. GAAP in annual financial statements have been omitted or condensed in accordance with quarterly reporting requirements of the Securities and Exchange Commission
(“SEC”). These interim financial statements should be read in conjunction with our audited financial statements for the year ended December 31, 2018 included in our
Registration Statement on Form S-1, declared effective by the Securities and Exchange Commission on February 25, 2019 (File No. 333-229144).
The condensed interim financial statements of Super League include all adjustments of a normal recurring nature which, in the opinion of management, are necessary for a fair
statement of Super League’s financial position as of September 30, 2019, and results of its operations and its cash flows for the interim periods presented. The results of
operations for the three and nine months ended September 30, 2019 are not necessarily indicative of the results to be expected for the entire fiscal year.
Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from these estimates. The Company believes that, of the significant accounting policies described herein, the accounting policies associated
with revenue recognition, the valuation of convertible notes and related common stock purchase warrants (hereinafter, “warrants”) discussed at Note 6, stock-based
compensation expense, accounting for business combinations as discussed at Note 5, income taxes and valuation allowances against net deferred tax assets, require its most
difficult, subjective or complex judgments.
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Going Concern
The accompanying interim condensed financial statements have been prepared assuming the Company will continue as a going concern, which contemplates the realization of
assets and satisfaction of liabilities in the normal course of business. As presented in the interim condensed financial statements, the Company incurred net losses of $26.0
million and $13.1 million during the nine months ended September 30, 2019 and 2018, respectively, and had an accumulated deficit of $81.1 million as of September 30, 2019.
Noncash expenses (excluding depreciation and amortization of fixed and intangible assets, respectively) included in net loss, primarily comprised of noncash interest charges
and stock-based compensation, totaled $15.2 million and $4.8 million for the nine months ended September 30, 2019 and September 30, 2018, respectively. Net cash used in
operating activities totaled $10.1 million and $7.9 million, for the nine months ended September 30, 2019 and September 30, 2018, respectively.
As of September 30, 2019, the Company had cash and cash equivalents of approximately $12.6 million. The Company has and will continue to use significant capital for the
growth and development of its business. The Company’s management expects operating losses to continue in the near term in connection with the pursuit of its strategic
objectives. As such, management believes its current cash position, absent receipt of additional capital either from operations or that may be available from future issuance(s) of
common stock or debt financings, is not sufficient to fund our planned operations for the twelve months following the issuance of these financial statements. As a result, our
current financial condition raises substantial doubt about our ability to continue as a going concern. The Company considers historical operating results, capital resources and
financial position, in combination with current projections and estimates, as part of its plan to fund operations over a reasonable period. Management's considerations assume,
among other things, that the Company will continue to be successful implementing its business strategy, that there will be no material adverse developments in the business,
liquidity or capital requirements and, if necessary, the Company will be able to raise additional equity or debt financing on acceptable terms. If one or more of these factors do
not occur as expected, it could cause a reduction or delay of its business activities, sales of material assets, default on its obligations, or forced insolvency. The accompanying
financial statements do not contain any adjustments which might be necessary if the Company were unable to continue as a going concern. No assurance can be given that any
future financing will be available or, if available, that it will be on terms that are satisfactory to the Company.
On February 27, 2019, we completed our IPO, pursuant to which we issued and sold an aggregate of 2,272,727 shares of our common stock at a public offering price of $11.00
per share pursuant to a registration statement on Form S-1, declared effective by the Securities and Exchange Commission on February 25, 2019 (File No. 333-229144). We
received net proceeds of approximately $22,458,000 after underwriting discounts, commissions and other offering costs of $2,542,000.
The principal purposes of the IPO was to obtain additional capital to support our operations, to create a public market for our common stock and to facilitate our future access to
the public equity markets. We have and continue to use the net proceeds received from the IPO for working capital and general corporate purposes, including sales and
marketing activities, product development and capital expenditures. We may also use a portion of the net proceeds for the acquisition of, or investment in, technologies,
solutions or businesses that may complement our business and or accelerate our growth. The amounts and timing of our actual expenditures, including expenditure related to
sales and marketing and product development will depend on numerous factors, including the status of our product development efforts, our sales and marketing activities,
expansion internationally, the amount of cash generated or used by our operations, competitive pressures and other factors.
Concurrent with the closing of the IPO on February 27, 2019, in accordance with the related agreements, all outstanding principal and interest for the 9.00% convertible notes
outstanding, totaling $13,793,000, was automatically converted into 1,475,164 shares of the Company’s common stock at a conversion price of $9.35.
-6-
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Revenue Recognition
Revenue is recognized when the Company transfers promised goods or services to customers in an amount that reflects the consideration to which the company expects to be
entitled in exchange for those goods and services. In this regard, revenue is recognized when: (i) the parties to the contract have approved the contract (in writing, orally, or in
accordance with other customary business practices) and are committed to perform their respective obligations; (ii) the entity can identify each party’s rights regarding the goods
or services to be transferred; (iii) the entity can identify the payment terms for the goods or services to be transferred; (iv) the contract has commercial substance (that is, the
risk, timing, or amount of the entity’s future cash flows is expected to change as a result of the contract);and (v) it is probable that the entity will collect substantially all of the
consideration to which it will be entitled in exchange for the goods or services that will be transferred to the customer.
Super League generates revenues and related cash flows from (i) brand and media sponsorships, (ii) Platform-As-A-Service arrangements, and (iii) direct to consumer offers
including tournament fees for participation in our physical and online multiplayer gaming experiences, digital subscriptions and merchandise sales.
Brand and Media Sponsorships. The Company generates brand and media sponsorship revenues primarily from sales of various forms of sponsorships and promotional
campaigns for its online platforms and from sponsorship at its in-person esports experiences. Brand and media sponsorship revenue arrangements may include: exclusive or
non-exclusive title sponsorships, marketing benefits, official product status exclusivity, product visibly and additional infrastructure placement, social media rights (including
rights to create and post social content and clips), rights to on-screen activations and promotions, display material rights, media rights, hospitality and tickets and merchandising
rights. Brand and media sponsorship arrangements typically include contract terms for time periods ranging from several weeks to multi-year arrangements.
For brand and media sponsorship arrangements that include performance obligations satisfied over time, customers typically simultaneously receive and consume the benefits
under the agreement as the Company satisfies its performance obligations, over the applicable contract term. As such, revenue is recognized over the contract term based upon
estimates of progress toward complete satisfaction of the contract performance obligations (typically utilizing a time, effort or delivery-based method of estimation).
Platform-As-A-Service. The Company generates Platform-as-a-Service (“PaaS”) revenues pursuant to arrangements with brand and media partners, retail venues, game
publishers and broadcasters that allow its partners to run amateur esports experiences, and or capture specifically curated gameplay content that is customized for its partners’
distribution channels, leveraging the flexibility of, and powered by the Super League gaming and content technology platform. Revenue for PaaS arrangements for one-off
branded experiences and/or the development of content tailored specifically for the Company’s partners’ distribution channels that provide for a contractual delivery or
performance date, is recognized when performance is substantially complete and or delivery occurs. Revenue for PaaS arrangements that include performance obligations
satisfied over time whereby customers simultaneously receive and consume the benefits under the agreement as the Company satisfies its performance obligations over the
applicable contract term, is recognized over the contract term based upon estimates of progress toward complete satisfaction of the contract performance obligations (typically
utilizing a time, effort or delivery-based method of estimation).
Direct to Consumer Revenue. Direct to consumer revenues include tournament fees, digital subscriptions and merchandise. Direct to consumer revenues have primarily
consisted of the sale of season passes to gamers for participation in Super League’s in-person and or online multiplayer gaming experiences. For the applicable periods
presented herein, season passes for gaming experiences were primarily comprised of multi-week packages and also include one-time, single experience admissions. For the three
and nine months ended September 30, 2019, digital subscription revenues include revenues related to the Company’s Minehut asset acquisition in June 2018, which provides
various Minecraft server hosting services on a subscription basis to the Minecraft gaming community.
Revenue billed or collected in advance is recorded as deferred revenue until the event occurs or until applicable performance obligations are satisfied as described above.
For the three and nine months ended September 30, 2019, 45% and 43% of revenues were recognized at a single point in time, and 55% and 57% of revenues were recognized
over time, respectively. For the three and nine months ended September 30, 2018, 41% and 20% of revenues were recognized at a single point in time, and 59% and 80% of
revenues were recognized over time, respectively.
Advertising
Gaming experience and Super League brand related advertising costs include the cost of ad production, social media, print media, marketing, promotions, and merchandising.
The Company expenses advertising costs as incurred. Advertising expenses for the three and nine months ended September 30, 2019 were $81,000 and $270,000, respectively,
and are included in selling, marketing and advertising expenses in the condensed statements of operations. Advertising expenses for the three and nine months ended September
30, 2018 were $163,000 and $362,000, respectively.
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Technology Platform Development Costs
Technology platform development costs include (i) allocated personnel costs, including salaries, taxes and benefits related to our internal software developers and engineers,
employed by Super League, engaged in the operation, maintenance, management, administration, testing and enhancement of our proprietary gaming and content technology
platform, and (ii) the amortization of capitalized internal use software costs primarily comprised of capitalized costs for internal and third-party contract software development
and engineering resources engaged in developing and enhancing our proprietary gaming and content technology platform.
Deferred Financing Costs
Specific incremental costs directly attributable to a proposed or actual offering of securities or debt are deferred and charged against the gross proceeds of the financing. In the
event that the proposed or actual financing is not completed, or is deemed not likely to be completed, such costs are expensed in the period that such determination is made.
Deferred costs related to proposed offerings of securities totaled $0 and $154,354 at September 30, 2019 and December 31, 2018, respectively. Deferred financing costs, if any,
are included in other current assets in the condensed balance sheet. Deferred financing costs charged against gross proceeds in connection with the close of the Company’s IPO
totaled $517,000.
Property and Equipment
Property and equipment are recorded at cost. Major additions and improvements that materially extend useful lives of property and equipment are capitalized. Maintenance and
repairs are charged against the results of operations as incurred. When these assets are sold or otherwise disposed of, the asset and related depreciation are relieved, and any gain
or loss is included in the statements of operations for the period of sale or disposal. Depreciation and amortization are computed on a straight-line basis over the estimated useful
lives of the assets, typically over a three- to five-year period.
Intangible Assets
Intangible assets primarily consist of (i) internal-use software development costs, (ii) domain name, copyright and patent registration costs, (iii) commercial licenses and
branding rights and (iv) other intangible assets, which are recorded at cost and amortized using the straight-line method over the estimated useful lives of the assets, ranging
from three to 10 years.
Software development costs incurred to develop internal-use software during the application development stage are capitalized and amortized on a straight-line basis over the
software’s estimated useful life, which is generally three years. Software development costs incurred during the preliminary stages of development are charged to expense as
incurred. Maintenance and training costs are charged to expense as incurred. Upgrades or enhancements to existing internal-use software that result in additional functionality
are capitalized and amortized on a straight-line basis over the applicable estimated useful life.
Goodwill
Goodwill represents the excess of the purchase price of the acquired business over the acquisition date fair value of the net assets acquired. Goodwill is tested for impairment at
the reporting unit level (operating segment or one level below an operating segment) on an annual basis (October 31) and between annual tests if an event occurs or
circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying value. The Company considers its market capitalization and the
carrying value of its assets and liabilities, including goodwill, when performing its goodwill impairment test. When conducting its annual goodwill impairment assessment, the
Company initially performs a qualitative evaluation of whether it is more likely than not that goodwill is impaired. If it is determined by a qualitative evaluation that it is more
likely than not that goodwill is impaired, the Company then applies a two-step impairment test. The two-step impairment test first compares the fair value of the Company’s
reporting unit to its carrying or book value. If the fair value of the reporting unit exceeds its carrying value, goodwill is not impaired, and the Company is not required to
perform further testing. If the carrying value of the reporting unit exceeds its fair value, the Company determines the implied fair value of the reporting unit’s goodwill and if the
carrying value of the reporting unit’s goodwill exceeds its implied fair value, then an impairment loss equal to the difference is recorded in the statement of operations. The
Company operates in one reporting segment.
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Impairment of Long-Lived Assets
The Company assesses the recoverability of long-lived assets whenever events or changes in circumstances indicate that their carrying value may not be recoverable. If the cost
basis of a long-lived asset is greater than the projected future undiscounted net cash flows from such asset, an impairment loss is recognized. Impairment losses are calculated as
the difference between the cost basis of an asset and its estimated fair value. Management believes that there was no impairment of long-lived assets for the periods presented
herein. There can be no assurance, however, that market conditions or demand for the Company’s products or services will not change, which could result in long-lived asset
impairment charges in the future.
Stock-Based Compensation
Compensation expense for stock-based awards is measured at the grant date, based on the estimated fair value of the award, and is recognized as an expense, typically on a
straight-line basis over the employee’s requisite service period (generally the vesting period of the equity award) which is generally two to four years. Compensation expense for
awards with performance conditions that affect vesting is recorded only for those awards expected to vest or when the performance criteria are met. The fair value of restricted
stock and restricted stock unit awards is determined by the product of the number of shares or units granted and the grant date market price of the underlying common stock.
The fair value of stock option and common stock purchase warrant awards is estimated on the date of grant utilizing the Black-Scholes-Merton option pricing model. The
Company accounts for forfeitures of awards as they occur.
Grants of equity-based awards (including warrants) to non-employees in exchange for consulting or other services are accounted for using the fair value of the consideration
received (i.e., the value of the goods or services) or the fair value of the equity instruments issued, whichever is more reliably measurable.
Noncash stock-based compensation expense, included in general and administrative expense, for the periods presented was comprised of the following:
Three Months Ended September
30,
2019
2018
$
374,000
$
512,000
263,000
229,000
75,000
23,000
25,000
$
737,000
$
764,000

Stock options
Warrants
Restricted stock units
Earn-out compensation expense (Note 5)
Total noncash stock compensation expense

Nine Months Ended September
30,
2019
2018
$
3,004,000
$
1,741,000
1,918,000
682,000
311,000
28,000
33,000
$
5,266,000
$
2,451,000

Noncash stock-based compensation expense for the three and nine months ended September 30, 2019 included compensation expense resulting from the vesting of certain
performance-based options and warrants previously granted to two of the Company’s executives which vested upon completion of the IPO and the satisfaction of certain other
operational performance metrics, pursuant to October 2018 amended employee agreements and related vesting provisions of the underlying equity grant agreements. During the
nine months ended September 30, 2019, 300,000 of performance-based stock options and warrants vested, with a weighted-average grant date fair value of $8.50, resulting in
noncash stock compensation expense of $2,549,000. The fair value of these equity awards was estimated on October 31, 2018, their original grant date, using the Black ScholesMerton option pricing model and the following weighted-average assumptions: (i) volatility of 93%, (ii) risk-free interest rate of 3.0%, and (iii) expected term of 6.5 years.
Risks and Uncertainties
Concentrations. The Company had certain customers whose revenue individually represented 10% or more of the Company’s total revenue, or whose accounts receivable
balances individually represented 10% or more of the Company’s total accounts receivable, or whose accounts payable balances individually represented 10% or more of the
Company’s total accounts payable, as follows:
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For the three and nine months ended September 30, 2019, five customers accounted for 90% and three customers accounted for 49% of revenues, respectively. For the three and
nine months ended September 30, 2018, two and four customers accounted for 72% and 77% of revenues, respectively.
At September 30, 2019 and December 31, 2018, four and three customers accounted for 87% and 96% of accounts receivable. At September 30, 2019 and December 31, 2018,
one vendor accounted for 46% and three vendors accounted for 43% of accounts payable, respectively.
Segment Information
The Company operates in one segment.
Earnings (Loss) Per Share
Basic earnings (loss) per share is computed by dividing the income or loss by the weighted-average number of outstanding shares of common stock for the applicable period.
Diluted earnings per share is computed by dividing the income or loss by the weighted-average number of outstanding shares of common stock for the applicable period,
including the dilutive effect of common stock equivalents. Potentially dilutive common stock equivalents primarily consist of employee stock options, warrants issued to
employees and non-employees in exchange for services and warrants issued in connection with financings. All outstanding stock options and warrants for the periods presented
have been excluded from the computation of diluted loss per share because the effect of inclusion would have been anti-dilutive.
Income Taxes
Income taxes are accounted for using an asset and liability approach that requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of
events that have been recognized in the Company’s financial statements or income tax returns. A valuation allowance is established to reduce deferred tax assets if all, or some
portion, of such assets will more than likely not be realized, or if it is determined that there is uncertainty regarding future realization of such assets.
The provision for income taxes for interim periods is determined using an estimate of Super League’s annual effective tax rate, adjusted for discrete items, if any, that are
considered in the relevant period. Each quarter, the Company updates the estimate of the annual effective tax rate, and if the estimated tax rate changes, a cumulative adjustment
is recorded.
On December 22, 2017, new U.S. federal tax legislation was enacted that significantly changed the U.S. federal income taxation of U.S. corporations, including by reducing the
U.S. corporate income tax rate from 35% to 21%, revising the rules governing net operating losses and foreign tax credits, and introducing new anti-base erosion provisions.
Many of the changes were effective immediately, without any transition periods or grandfathering for existing transactions. The legislation is unclear in many respects and could
be subject to potential amendments and technical corrections, as well as interpretations and implementing regulations by the U.S. Department of the Treasury and the Internal
Revenue Service (“IRS”), any of which could decrease or increase certain adverse impacts of the legislation. In addition, it is unclear how these U.S. federal income tax changes
will affect state and local taxation, which often uses federal taxable income as a starting point for computing state and local tax liabilities.
The new legislation reduced the corporate income tax rate from 35% to 21% effective January 1, 2018. As a result, all deferred income tax assets and liabilities, including net
operating losses, have been measured using the new rate under and are reflected in the valuation of these assets as of December 31, 2018 and 2017. As a result, as of December
31, 2017, the value of our deferred tax assets was reduced by $4,278,626 and the related valuation allowance was reduced by the same amount. Given the full valuation
allowance provided for net deferred tax assets for the periods presented herein, the change in tax law did not have a material impact on the Company’s financial statements
provided herein. There may be additional tax impacts identified in subsequent periods throughout the Company’s fiscal year ending December 31, 2019 in accordance with
subsequent interpretive guidance issued by the SEC or the IRS. Further, there may be other material adverse effects resulting from the legislation that we have not yet
identified. No estimated tax provision has been recorded for tax attributes that are incomplete or subject to change.
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Fair Value Measurements
Fair value is defined as the exchange price that would be received from selling an asset or paid to transfer a liability in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. The Company measures financial assets and liabilities at fair value at each reporting
period using a fair value hierarchy which requires the Company to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. A financial instrument’s classification within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. Three levels
of inputs may be used to measure fair value:
Level 1. Quoted prices in active markets for identical assets or liabilities.
Level 2 . Quoted prices for similar assets and liabilities in active markets or inputs other than quoted prices which are observable for the assets or liabilities, either directly or
indirectly through market corroboration, for substantially the full term of the financial instruments.
Level 3. Unobservable inputs which are supported by little or no market activity and which are significant to the fair value of the assets or liabilities.
The fair value of accounts receivable and other current assets approximated their carrying value at the date of acquisition. Acquired intangible assets and the Earn-Out were
valued using Level 3 inputs.
Recent Accounting Guidance
Recent Accounting Pronouncements - Recently Adopted.
In May 2014, the FASB issued a new accounting standard update (“ASU”) addressing revenue from contracts with customers, which clarifies existing accounting literature
relating to how and when a company recognizes revenue. Under the standard, a company will recognize revenue when it transfers promised goods or services to customers in an
amount that reflects the consideration to which the company expects to be entitled in exchange for those goods and services. In doing so, the Company is required to use more
judgment and make more estimates in connection with the accounting for revenue contracts with customers than under previous guidance. Such areas may include: (i)
identifying performance obligations in the contract, (ii) estimating the timing of satisfaction of performance obligations, (iii) determining whether a promised good or service is
distinct from other promised goods or services, including whether the customer can benefit from the good or service on its own and whether the promise to transfer a good or
service is separately identifiable from other promises in the contract, (iv) evaluating whether performance obligations are satisfied at a point in time or over time, (v) allocating
the transaction price to separate performance obligations, and (vi) determining whether contracts contain a significant financing component.
The Company used the modified retrospective method of adoption, which would require the cumulative effect of initially applying the new revenue standard as an adjustment to
the opening balance of retained earnings on January 1, 2019. Comparative prior year periods would not be adjusted. The new accounting standard was applied to all contracts at
the date of initial application. There was no cumulative effect of applying the new revenue standard to contracts executed in prior periods. As such, the adoption of the new
accounting standard had no impact of on the balance sheet and statement of operations in the current or prior periods.
Recent Accounting Pronouncements – Not Yet Adopted.
In February 2016, the FASB issued an ASU that requires lessees to present right-of-use assets and lease liabilities on the balance sheet. The new guidance is to be applied using
a modified retrospective approach at the beginning of the earliest comparative periods in the financial statements and is effective for fiscal years beginning after December 15,
2019 and early adoption is permitted. The Company is evaluating the impact that this guidance will have on its financial position, results of operations and financial statement
disclosures.
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In June 2016, the FASB issued guidance on the measurement and recognition of credit losses on most financial assets. For trade receivables, loans, and held-to-maturity debt
securities, the current probable loss recognition methodology is being replaced by an expected credit loss model. For available-for-sale debt securities, the recognition model on
credit losses is generally unchanged, except the losses will be presented as an adjustable allowance. The guidance will be applied retrospectively with the cumulative effect
recognized as of the date of adoption. The guidance will become effective at the beginning of the Company’s first quarter of the fiscal year ending December 31, 2021 but can
be adopted as early as the beginning of the first quarter of fiscal year ending December 31, 2020. The Company is currently assessing the impact that adopting this new
accounting guidance will have on its financial statements and footnote disclosures.
3.

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following for the periods presented:
September 30,
2019
(Unaudited)
$
332,000
3,126,000
3,458,000
(3,201,000)
$
257,000

Furniture and fixtures
Computer hardware
Less: accumulated depreciation
Property and equipment, net

December 31,
2018
$

$

297,000
3,105,000
3,402,000
(2,871,000)
531,000

Depreciation expense for property and equipment was $38,000 and $330,000 for the three and nine months ended September 30, 2019, respectively. Depreciation expense for
property and equipment was $190,000 and $620,000 for the three and nine months ended September 30, 2018, respectively.
4.

INTANGIBLE AND OTHER ASSETS

Intangible and other assets consisted of the following for the periods presented:
September 30,
2019
(Unaudited)
$
2,122,000
340,000
70,000
189,000
260,000
2,981,000
(1,094,000)
$
1,887,000

Capitalized software development costs
Licenses
Domain
Trade name (Note 5)
Copyrights and other
Less: accumulated amortization
Intangible and other assets, net

December 31,
2018
$

$

1,281,000
68,000
126,000
1,475,000
(768,000)
707,000

Amortization expense totaled $134,000 and $326,000 for the three and nine months ended September 30, 2019, respectively. Amortization expense totaled $64,000 and
$171,000 for the three and nine months ended September 30, 2018, respectively. Future amortization expense of intangible and other assets is expected to be as follows:
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For the years ending December 31:
Remainder of 2019
2020
2021
2022
2023
Thereafter
Total

$

$

161,000
625,000
557,000
252,000
143,000
149,000
1,887,000

On September 23, 2019, the Company and ggCircuit, LLC (“ggCircuit”), an esports services company that provides gaming center management software solutions and other
esports offerings, entered into an expanded commercial partnership agreement (“Expanded Agreement”) pursuant to which Super League will become the primary consumerfacing brand within ggCircuit’s B2B gaming center software platform. ggCircuit’s software platform is a B2B platform and B2C application created and owned by ggCircuit,
which is licensed and distributed to owners and operators of video gaming centers throughout the world.
In consideration for the rights granted by ggCircuit to Super League, Super League will pay an upfront fee of $340,000 and quarterly fees over the term of the Agreement
ranging from $0 to $150,000, based on predetermined contractual revenue levels. Pursuant to the terms and conditions of the Expanded Agreement, revenues generated in
connection with applicable activities under the Expanded Agreement will be shared between Super League and ggCircuit based on contractual revenue sharing percentages. The
initial term of the Expanded Agreement commences on October 1, 2019, the effective date and concludes on the fifth anniversary of the effective date, subject to certain
automatic renewal provisions. The upfront fee is included as "Licenses" in intangible assets and other assets, net (and accrued liabilities), in the accompanying balance sheet and
will be amortized over the initial term of the Expanded Agreement of five years, commencing October 1, 2019.
5.

AQUISITION OF FRAMERATE, INC.

On June 3, 2019, Super League and SLG Merger Sub, Inc., a Delaware corporation and wholly-owned subsidiary of the Company (“Merger Sub”), entered into an agreement
and plan of merger (the “Merger Agreement”) with Framerate, Inc., a Delaware corporation (“Framerate”), pursuant to which Framerate merged with and into Merger Sub, with
Merger Sub continuing as the surviving corporation (the “Acquisition”). The Acquisition was consummated on June 6, 2019 when the certificate of merger of Merger Sub and
Framerate was filed with the Secretary of State of the State of Delaware (the “Effective Date”). As consideration for the Acquisition, the Company ratably paid and/or issued to
the former shareholders of Framerate an aggregate of (i) $1.5 million paid in cash and (ii) $1.0 million paid by the issuance of a total of 134,422 shares of the Company’s
common stock, at a price per share of $7.4395 (the “Closing Shares”).
The Acquisition was approved by the board of directors of each of the Company and Framerate, and was approved by the stockholders of Framerate. Transaction costs incurred
relating to this acquisition were not material for the three and nine months ended September 30, 2019. The acquisition of Framerate expands the Company’s digital
programming footprint and enhances the Company’s ability to provide value to its gaming and spectator communities through multiple forms of engagement.
In addition to the issuance of the Closing Shares, the Merger Agreement provides for the issuance of up to an additional $980,000 worth of shares of the Company’s common
stock at the same price per share as the Closing Shares (the “Earn-Out Shares”) in the event Framerate achieves certain performance-based milestones during the two-year
period following the closing of the Acquisition, or June 6, 2021 (the “Earn-Out”). One-half of the Earn-Out Shares will be issuable on the one-year anniversary of the Effective
Date, and the remaining one-half will be issuable on the second anniversary of the Effective Date. The fair value of the Earn-Out on the Effective Date was estimated to be
$454,000.
The Company has determined that the Acquisition constitutes a business acquisition as defined by Accounting Standards Codification (“ASC”) 805, Business Combinations.
Accordingly, the assets acquired and liabilities assumed in the transaction were recorded at their estimated acquisition date fair values, while transaction costs associated with
the acquisition were expensed as incurred pursuant to the purchase method of accounting in accordance with ASC 805. Super League’s preliminary purchase price allocation
was based on an evaluation of the appropriate fair values and represents management’s best estimate based on available data. Fair values are determined based on the
requirements of ASC 820, Fair Value Measurements and Disclosures (“ASC 820”).
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The Company hired the former Chief Executive of Framerate (“Framerate Executive”), who was also a selling shareholder of Framerate. Pursuant to the provisions of the EarnOut included in the Merger Agreement, in the event that the Framerate Executive is terminated for cause or resigns from his employment with the Company at any time on or
before the second anniversary of the Effective Date, and any such resignation is without “Good Reason” as such term is defined in his employment agreement, then the
maximum amount of any portion of the Earn-Out that has not yet been earned as of the date of resignation shall be reduced by 44.0164%. Under ASC 805, a contingent
consideration arrangement in which the payments are automatically forfeited if employment terminates is considered to be compensation for post-combination services, and not
acquisition consideration. As such approximately 44% of the estimated fair value of the Earn-Out, or $200,000, is accounted for as deferred compensation expense and being
amortized in the statement of operations over the two-year period ending on the second anniversary of the Effective date. Noncash compensation expense related to the portion
of the Earn-Out treated as compensation for the three and nine months ended September 30, 2019 was $25,000 and $33,000. The portion of the Earn-Out included as
consideration was $254,000.
The Earn-Out arrangement does not meet the liability classification criteria outlined in ASC 480, “Distinguishing Liabilities from Equity,” and is both (i) indexed to the
Company’s own shares and (ii) classified in shareholders’ equity in the accompanying condensed balance sheet. Equity-classified contingent consideration is measured initially
at fair value on the acquisition date and is not remeasured subsequent to initial recognition. As such, the initial value recognized for the Earn-Out on the acquisition date is not
adjusted for changes in the fair value of the Earn-Out as of any future settlement date. Subsequent differences between the estimated fair value of the Earn-Out recorded at the
acquisition date and the actual amount of Earn-Out paid based on actual performance will be reflected as a charge or credit, as applicable, in the statement of operations.
The following table summarizes the fair value of purchase price consideration paid to acquire Framerate:
Amount
Cash consideration at closing
Equity consideration at closing
Fair value of Earn-Out shares
Total

$

$

1,515,000
1,000,000
254,000
2,769,000

The purchase price allocation is based upon an estimate of the fair value of the assets acquired and the liabilities assumed by the Company in connection with the acquisition of
Framerate, as follows:
Amount
Accounts receivable
Intangible assets - trade name
Goodwill
Total purchase price

$

$

15,000
189,000
2,565,000
2,769,000

The identifiable intangible asset acquired, totaling $189,000, was comprised of Framerate’s trade name with an estimated useful life of approximately five years, and is included
in intangible and other assets, net in the condensed balance sheet. The trade name intangible asset is being amortized over the estimated useful life on a straight-line basis.
Amortization expense for the three and nine months ended September 30, 2019 was $3,000 and $10,000 respectively.
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Management is responsible for determining the fair value of the identifiable intangible assets acquired as of the Effective Date. Management considered a number of factors,
including reference to an analysis under ASC 805 solely for the purpose of allocating the purchase price to the assets acquired. The fair values of the acquired intangible asset, as
described above, was determined using the following methods:
Description
Trade Name

Valuation Method
Relief-from-Royalty
method under the income
approach

Valuation Method Description
Under the Relief-from-Royalty method, the royalty savings is calculated by
estimating a reasonable royalty rate that a third party would negotiate in a licensing
agreement. Such royalties are most commonly expressed as a percentage of total
revenue involving a trade name.

Assumptions
Useful life: 5 years;
Royalty Rate: 05%;
Discount Rate: 50%

Earn-Out

Scenario Based Model

The payoff structure was determined to be linear and the Earn-Out is payable within
two years. Revenue scenarios were estimated and a probability for each scenario
based on the likelihood of achieving the forecasted revenues was estimated. The
estimated payments from the scenarios were then discounted based on the
Company's credit risk and the related risk-free rate. The value per share was then
adjusted for the time period through the payout date. The option methodology
employed was the Black-Scholes Option Model.

Volatility: 75% - 100%;
Term 1 -2 years; Risk Free
Rate 2.21% - 1.95%;

The Acquisition was treated for tax purposes as a nontaxable transaction and as such, the historical tax bases of the acquired assets, net operating losses, and other tax attributes
of Framerate will carryover. As a result, no new goodwill for tax purposes was be created in connection with the Acquisition as there is no step-up to fair value of the underlying
tax bases of the acquired net assets.
6.

CONVERTIBLE NOTES PAYABLE

In February through April 2018, the Company issued 9.00% secured convertible promissory notes with a collective face value of $3,000,000 (the “Initial 2018 Notes”). The
Initial 2018 Notes (i) accrued simple interest at the rate of 9.00% per annum, (ii) matured on the earlier of December 31, 2018 or the close of a $15,000,000 equity financing
(“Qualifying Equity Financing”) by the Company, and (iii) all outstanding principal and accrued interest was automatically convertible into equity or equity-linked securities
sold in a Qualifying Equity Financing based upon a conversion rate equal to (x) a 10% discount to the price per share of a Qualifying Equity Financing, with (y) a floor of
$10.80 per share. In addition, the holders of the Initial 2018 Notes were collectively issued warrants to purchase approximately 55,559 shares of common stock, at an exercise
price of $10.80 per share and a term of five years (the “Initial 2018 Warrants”).
In May through August 2018, the Company issued additional 9.00% secured convertible promissory notes with a collective face value of $10,000,000 (the “Additional 2018
Notes”). In May 2018, all of the Initial 2018 Notes and related accrued interest, totaling $3,056,000, were converted into the Additional 2018 Notes, resulting in an aggregate
principal amount of $13,056,000 (hereinafter collectively, the “2018 Notes”). The holders of the converted Initial 2018 Notes retained their respective Initial 2018 Warrants.
The 2018 Notes (i) accrued simple interest at the rate of 9.00% per annum, (ii) matured on the earlier of the closing of an initial public offering of the Company’s common
stock on a national securities exchange or April 30, 2019, and (iii) all outstanding principal and accrued interest was automatically convertible into shares of common stock
upon the closing of an IPO at the lesser of (x) $10.80 per share or (y) a 15% discount to the price per share of the IPO. In addition, the holders of the 2018 Notes were
collectively issued 1,396,420 warrants to purchase common stock equal to 100% of the aggregate principal amount of the 2018 Notes divided by $9.35 per share (the “2018
Warrants”). The 2018 Warrants are exercisable for a term of five years, commencing on the close of an IPO, at an exercise price of $9.35 and are callable at the election of the
Company at any time following the closing of an IPO. The 2018 Notes are secured by a security interest in all of the assets, tangible and intangible, of the Company.
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The proceeds from the sale of the 2018 Notes, the 2018 Warrants and the Initial 2018 Warrants, were allocated to the instruments based on the relative fair values of the
convertible debt instrument without the warrants and of the warrants themselves at the time of issuance. The portion of the proceeds, totaling $5,933,000 allocated to the 2018
Warrants, was accounted for as a discount to the debt, with the offsetting credit to additional paid-in capital. The remainder of the proceeds were allocated to the convertible debt
instrument portion of the transaction. The resulting debt discount is amortized over the period from issuance to April 30, 2019, the stated maturity date of the debt.
Debt issuance costs were comprised of $389,000 of cash commissions and warrants with a fair value of $223,000, paid and issued, respectively, to third-parties in connection
with the debt financing, and are reflected as a discount to the debt instrument, net of accumulated amortization, in the December 31, 2018 balance sheet. Debt issuance costs are
amortized over the term of the debt as interest expense in the statement of operations.
Concurrent with the closing of the IPO on February 27, 2019, all outstanding principal and accrued interest outstanding under the 2018 Notes totaling $13,793,000 was
automatically converted into 1,475,164 shares of the Company’s common stock at a conversion price per share of $9.35. As a result of the automatic conversion of the 2018
Notes and the application of conversion accounting, the Company recorded an immediate charge to interest expense of $1,384,000 for the nine months ended September 30,
2019, representing the write-off of the unamortized balance of debt discounts associated with the 2018 Warrants and cash commissions and warrants issued to third parties.
Unamortized debt discounts at September 30, 2019 and December 31, 2018 totaled $0 and $2,684,000, respectively.
The non-detachable conversion feature embedded in the 2018 Notes provides for a conversion rate that is below market value at the commitment date, and therefore, represents
a beneficial conversion feature (“BCF”). The BCF is generally recognized separately at issuance by allocating a portion of the debt proceeds equal to the intrinsic value of the
BCF to additional paid-in capital. The resulting convertible debt discount is recognized as interest expense using the effective yield method. The BCF is measured using the
commitment date stock price. However, the conversion feature associated with the 2018 Notes was not exercisable until the consummation of an initial public offering by the
Company of its common stock, and therefore, was not required to be recognized in earnings until the IPO related contingency was resolved, which occurred on the IPO Closing
Date. The commitment date is the IPO Closing Date and the commitment date stock price was $11.00 per share. The intrinsic value of the BCF on the IPO Closing Date, which
was limited to the net proceeds allocated to the debt on a relative fair value basis, was approximately $7,067,000, and is reflected as additional interest expense in the condensed
statement of operations for the nine months ended September 30, 2019.
7.

STOCKHOLDERS’ EQUITY

Initial Public Offering
On February 27, 2019, Super League completed its initial public offering (“IPO”) of its common stock, pursuant to which the Company issued and sold an aggregate of
2,272,727 shares of common stock at $11.00 per share, raising aggregate net proceeds of $22,458,000 after deducting underwriting discounts, commissions and offering costs
of $2,542,000. Concurrent with the closing of the IPO on February 27, 2019 (the “IPO Closing Date”), in accordance with the related agreements, all outstanding principal and
interest for the 9.00% convertible notes outstanding, totaling $13,793,000, was automatically converted into 1,475,164 shares of the Company’s common stock at a conversion
price of $9.35.
Super League has and continues to use the net proceeds received from the offering for working capital and general corporate purposes, including sales and marketing activities,
product development and capital expenditures. Super League may also use a portion of the net proceeds for the acquisition of, or investment in, technologies, solutions or
businesses that may compliment the Company’s business and or accelerate the Company’s growth.
Upon closing of the IPO, 83,333 options and 125,000 warrants previously granted to the CEO (with an average grant date fair value of $8.50) became fully vested. As a result,
the Company recorded an additional $1,770,000 of stock-based compensation during the nine months ended September 30, 2019.
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Pursuant to the related underwriting agreement, in connection with the completion of the IPO, for the purchase price of $50.00, the Company issued a warrant to purchase shares
of our common stock equal to 3.0% of the shares sold in the IPO, or 68,182 shares, at an exercise price of $11.00 per share (the “Underwriters’ Warrants”). The Underwriters’
Warrants are exercisable during the period commencing from the date of the close of the IPO and ending five years from the closing date of the IPO. The Underwriters’
Warrants represent additional noncash offering costs, with an estimated grant date fair value of $547,000, which was reflected in additional-paid-in capital when issued and as a
corresponding offering cost in the condensed statement of shareholders equity for the three and nine months ended September 30, 2019. The fair value of the Underwriters’
Warrant was estimated on February 27, 2019, the grant date, using the Black Scholes-Merton option pricing model and the following weighted-average assumptions: (i)
volatility of 95%, (ii) risk-free interest rate of 2.5%, and (iii) expected term of five years.
Reverse Stock Split
On February 8, 2019, the Company filed an amendment to the Company’s amended and restated certificate of incorporation to effect a reverse split of shares of the Company’s
common stock on a one-for-three basis (the “Reverse Stock Split”). All references to common stock, warrants to purchase common stock, options to purchase common stock,
early exercised options, restricted stock, share data, per share data and related information contained in the financial statements have been retrospectively adjusted to reflect the
effect of the Reverse Stock Split for all periods presented. No fractional shares were issued in connection with the Reverse Stock Split. Any fractional shares resulting from the
Reverse Stock Split will be rounded down to a whole share, and any effected stockholders will receive a cash payment equal to the value of such fractional shares.
In-Kind Contribution of Services
In June 2017, the Company entered into an arrangement with a major media network for $1,000,000 of in-kind contributions of media services in exchange for 92,592 shares of
common stock. This prepaid advertising cost was amortized over an 18-month period ending as of December 31, 2018. Expense included in selling, marketing and advertising
expenses in the statement of operations for usage of the in-kind media services for the three and nine months ended September 30, 2018 was $186,000 and $481,000,
respectively.
8.

SUBSEQUENT EVENTS

The Company evaluated subsequent events for their potential impact on the financial statements and disclosures through the date the financial statements were available to be
issued and determined that no subsequent events occurred that were reasonably expected to impact the financial statements presented herein.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OFOPERATIONS
References in this Quarterly Report on Form 10-Q to “Super League Gaming, Inc.” “Company,” “we,” “us,” “our,” or similar references mean Super League Gaming, Inc.
References to the “SEC” refer to the U.S. Securities and Exchange Commission.
Forward-Looking Statements
You should read the following discussion and analysis of our financial condition and results of operations in conjunction with our condensed financial statements and the
related notes included elsewhere in this interim report. Our condensed financial statements have been prepared in accordance with U.S. GAAP. The following discussion and
analysis contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 (the
“Exchange Act”), including, without limitation, statements regarding our expectations, beliefs, intentions or future strategies that are signified by the words “expect,”
“anticipate,” “intend,” “believe,” or similar language. All forward-looking statements included in this document are based on information available to us on the date hereof,
and we assume no obligation to update any such forward-looking statements. Our business and financial performance are subject to substantial risks and uncertainties. Actual
results could differ materially from those projected in the forward-looking statements. In evaluating our business, you should carefully consider the information set forth under
the heading “Risk Factors” included in Item II, Part 1A of this Quarterly Report on Form 10-Q (this “Report”). Readers are cautioned not to place undue reliance on these
forward-looking statements.
Overview
Super League Gaming, Inc. (“Super League,” the “Company,” “we” or “our”) is a global leader in the mission to bring live and digital esports entertainment and experiences
directly to everyday gamers around the world. Utilizing our proprietary technology platform, Super League operates physical and digital experiences in partnership with
publishers of top-tier game titles. In addition to providing premium experiences by operating city-vs-city amateur esports leagues and producing thousands of live competitive
and social gaming experiences around the country, the Super League Network features multiple forms of content celebrating the love of play via social media, live streaming,
video-on-demand, and website-based offerings. As a content producer with a dedicated esports studio, Super League publishes live streaming and on-demand video content on
all major platforms including YouTube, Twitch and Instagram. In addition, with exclusive proprietary platforms like Minehut, the avid Minecraft community, Framerate, one of
the largest independent social video networks in esports and gaming, and through our partnerships with high-profile venue owners such as Topgolf, Cinemark Theatres and
independent fast-casual restaurants, Super League is committed to supporting the development of local, grassroots player communities all while providing a global framework
for competition and community engagement.
Executive Summary
We believe Super League is on the leading edge of the rapidly accelerating esports industry, which has become an established and vital part of the entertainment landscape. At
the professional level, thousands of professional players on hundreds of teams compete in dozens of high stakes competitions that draw significant audiences, both in person and
online. In addition, the value of brand sponsorships, media rights and prize money continue to rise, as are professional team valuations and the purchase price for securing
franchises in professional leagues.
We believe there is a larger opportunity for the world of amateur esports players. Amateur gamers are the gamers who enjoy the competition, the social interaction and
community, and the entertainment value associated with playing and watching others play. According to Nielsen Esports Playbook, 2017, competitive amateur gamers take part
in over eight hours of gameplay and watches up to nine hours of esports-related content each week.
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Super League is a critically important component in providing the infrastructure for amateur esports that is synergistic and accretive to the greater esports ecosystem. Over the
past four years, we believe we have become the preeminent brand for amateur esports by providing a proprietary, end-to-end platform that allows our gamers to compete,
socialize and spectate premium amateur esports gameplay and entertainment both physically and digitally. We celebrate amateur gamers and provide a differentiated way for
players and spectators to unite around the games they love for a better, more inclusive social experience previously not available. Not only do we offer premium amateur esports
experiences, but also can leverage our derivative gameplay content to become the most comprehensive amateur esports content network. Our premium, competitive gameplay
experiences and elite amateur broadcasts, coupled with the expansion of our game title portfolio, our retail venue partner network and our strategic brand sponsorships introduce
new gamers into our customer funnel, to drive audience growth and, ultimately, consumer and content monetization.
We focus on not just a wide range of gamers across game titles, ages and skill levels, but also a wide range of content-capture beyond just gameplay, which positions Super
League as not just a tournament operator, but a lifestyle and media company focused on capturing, generating, aggregating and distributing content across the genre of all things
esports.
At its core, our proprietary platform serves two main functions. First, it enables digital and physical experiences which generate gameplay content. In turn, this content library
enables a second function, which is multi-platform gameplay and entertainment content distribution. One of those content distribution channels is the physical retail venue itself
where our proprietary visualization and broadcast system creates a “stadium screen” and transforms retail spaces into interactive and entertaining amateur esports arenas. In
addition, this user-generated content can be distributed on our own premium digital Twitch and YouTube channels as well as finding life on social channels and other brand
partner or third-party platforms.
Digital and Physical Experiences. We believe that we can monetize our digital and physical experiences in two primary ways:
●

Traditionally, we have created our own gameplay experiences to generate audience and content and attracted brand and sponsorship dollars to those offers. This continues
to be a core source of revenue.

●

We also have new potential partners, including game publishers, retailers and brands across various categories who engage us to develop their own customized branded
gameplay experiences, powered by our flexible gaming and content technology platform for their own customers. Platform-as-a- Service is emerging as a revenue stream
for 2019 and beyond, that can not only deliver strong margin over time, but also adds to our audience and content growth. This is most notably evidenced by our first
quarter 2019 activation with Samsung Retail, where Super League’s platform powered a live retail experience, held in New York in March 2019, built around Fortnite and
the influencer Ninja, that drove traffic to our website and viewership to our Twitch channel, and our second and third quarter partnerships with Capcom, Ltd. (“Capcom”)
and their Street Fighter® V: Arcade Edition title, Sony Pictures Entertainment (“Sony”) related to certain build competitions and related experiences, and Sprint, where we
hosted a large scale 5G mobile gaming tournament in Los Angeles as part of Sprint’s 5G market launch.

Gameplay and Viewing Content. We also believe that we can monetize our content, comprised of gameplay and viewing, in two primary ways:
●

We can monetize our content commercially through advertising revenues on our own digital channels and by selling our content to third-party broadcasters similar to the
content Nickelodeon contracted from Super League in 2018 to supplement their YouTube channel programming. We believe we have only begun to scratch the surface on
proprietary and third-party content distribution value that can be derived from our platform.

●

The second way we monetize content is through direct-to-consumer pay walls for access to premium digital and physical experiences and viewing content. We have
historically offered a freemium model where consumers can join Super League for free-to-play, casual competitive experiences and charged for access to premium
gameplay experiences. We intend to expand our breadth of consumer digital offers in 2019 and have already launched a beta product, a digital monthly subscription offer
for our youth demographic.

To date, our revenues have been weighted towards experience monetization, however we expect to see content monetization begin to emerge as a revenue opportunity.
We focus on five key performance indicators (“KPIs”), as outlined below, to assess our progress and drive revenue growth. The number of game titles and number of retail
partner venues drive audience, introducing more players and spectators to Super League’s gaming and content platform. Growth in physical and digital experiences across a
wider portfolio can increase the number of registered users and number of gameplay hours which will have a significant impact on our content library. This focus on audience
and content generation ultimately impacts our viewership, which has an amplification effect on potential revenue streams and customer acquisition.
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●

Game titles : We ended fiscal 2018 with four game titles in our portfolio and currently have six game titles with the addition Capcom's Street Fighter® V: Arcade
Edition during the second quarter of 2019 and Tencent America's PUBG MOBILE, during the third quarter of 2019. We continue to engage in discussions with
several other identified titles to further expand our reach across various genres, ages of players and skill levels.

●

Retail Partner Venues: While we are just seeding the build out and monetization of our retail footprint, our national-level announcements with Topgolf and ggCircuit
LAN centers provides access to hundreds of physical venue locations. We ended fiscal 2018 with 46 active venues and grew to 96 total active venues as of September
30, 2019.

●

Registered Users: We ended fiscal 2018 with approximately 300,000 registered users. During the nine months ended September 30, 2019, we increased our registered
users by approximately 172%, to 817,000 registered users. Registered users are defined as people who have registered on our platform, providing applicable
identifying information, that have engaged with our platform at some point, which could be by participation in a free event or events, or participation in a paid event
or events, or some other engagement.

●

Gameplay Hours: As of September 30, 2019, including our live gaming experiences and our expanding digital gameplay channels, we generated 10.73 million hours
of gameplay experiences, as compared to approximately 1.8 million full year 2018 gameplay hours.

●

Viewership: Proving that we can attract viewers to our platform and leverage the audiences our brand partners provide, we generated 58.0 million views during the
first nine months of 2019, which was 643% of our full-year 2018 views of 925,000, leveraging our own programming and the significant expansion of our audience
reach in connection with the acquisition of Framerate.

Initial Public Offering
On February 27, 2019, we completed our initial public offering (“IPO”), pursuant to which we issued and sold an aggregate of 2,272,727 shares of our common stock at a
public offering price of $11.00 per share pursuant to a registration statement on Form S-1, declared effective by the Securities and Exchange Commission on February 25, 2019
(File No. 333-229144). We raised net proceeds of approximately $22,458,000 after underwriting discounts, commissions and other offering costs of $2,542,000.
The principal purposes of the IPO were to obtain additional capital to support our operations, to create a public market for our common stock and to facilitate our future access
to the public equity markets. We have and continue to use the net proceeds received from the offering for working capital and general corporate purposes, including sales and
marketing activities, product development and capital expenditures. We may also use a portion of the net proceeds for the acquisition of, or investment in, technologies,
solutions or businesses that may complement our business and or accelerate our growth. The amounts and timing of our actual expenditures, including expenditure related to
sales and marketing and product development will depend on numerous factors, including the status of our product development efforts, our sales and marketing activities,
expansion internationally, the amount of cash generated or used by our operations, competitive pressures and other factors described under “ Risk Factors” in in our Prospectus
filed pursuant to Rule 424(b) under the Securities Act with the SEC on February 27, 2019, as well as Item II, Part 1A of this Report. Our management has broad discretion in
the application of the net proceeds, and investors will be relying on our judgment regarding the application of the net proceeds from the IPO.
Concurrent with the closing of the IPO on February 27, 2019, in accordance with the related agreements, all outstanding principal and interest for the 9.00% convertible notes
outstanding, totaling $13,793,000, was automatically converted into 1,475,164 shares of the Company’s common stock at a conversion price of $9.35.
Acquisition of Framerate
On June 3, 2019, the Company and SLG Merger Sub, Inc., a Delaware corporation and wholly-owned subsidiary of the Company (“Merger Sub”), entered into an agreement
and plan of merger (the “Merger Agreement”) with Framerate, Inc., a Delaware corporation (“Framerate”), pursuant to which Framerate merged with and into Merger Sub, with
Merger Sub continuing as the surviving corporation (the “Acquisition”).
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Framerate is a cross-platform esports social video network delivering the best in gameplay highlights, news and entertainment to today’s generation of video gamers. The
company’s focus on user generated content and social distribution changes the way traditional esports video content is produced, distributed and shared by millions of esports
fans worldwide. The acquisition of Framerate represents a strategic step in our audience-building efforts with an average of seven million video views a month built around
everyday gamers uploading their personal esports highlight reels for recognition across our wide audience.
The Acquisition was consummated on June 6, 2019 when the certificate of merger of Merger Sub and Framerate was filed with the Secretary of State of the State of Delaware
(the “Effective Date”). As consideration for the Acquisition, we ratably paid and/or issued to the former shareholders of Framerate an aggregate of $1.5 million in cash and $1.0
million worth of shares of our common stock at a price per share of $7.4395 (the “Closing Shares”).
In addition to the issuance of the Closing Shares, the Merger Agreement provides for the issuance of up to an additional $980,000 worth of shares of our common stock at the
same price per share as the Closing Shares (the “Earn-Out Shares”) in the event Framerate achieves certain performance-based milestones during the two-year period following
the closing of the Acquisition, or June 6, 2021. One-half of the Earn-Out Shares will be issuable on the one-year anniversary of the Effective Date, and the remaining one-half
will be issuable on the second anniversary of the Effective Date.
The Acquisition was approved by the board of directors of each of Super League Gaming, Inc. and Framerate, and was approved by the stockholders of Framerate. Refer to
Note 5 to the condensed financial statements elsewhere within this Report for additional information about the Acquisition.
Expanded Agreement with ggCircuit, LLC
On September 23, 2019, Super League and ggCircuit, LLC (“ggCircuit”), an esports services company that provides gaming center management software solutions and other
esports offerings, entered into an expanded commercial partnership agreement (“Expanded Agreement”) pursuant to which Super League will become the primary consumerfacing brand within ggCircuit’s leading gaming center software platform, known as “ggLeap.” Under the terms of the Expanded Agreement, the consumer facing components
of ggLeap, including its leaderboards, its competitive seasons and its local loyalty programs, will be rebranded as “Super League Gaming.” The consumer-facing components of
ggLeap and its related offerings will be managed by Super League beginning with the next update of the ggLeap software, targeted for release globally in November 2019.
ggLeap is a B2B software platform and B2C application created and owned by ggCircuit. ggLeap is licensed and distributed to owners and operators of video gaming centers
throughout the world. It helps gaming centers manage the PCs in their venue, administer loyalty programs for local players, and provides the interface and local operating
system through which players log into computers and launch all of their gameplay sessions within the gaming centers where ggLeap is deployed.
The November 2019 software platform release is expected to include, among other features, the following new features:
1.

A consumer subscription service branded “Super League Prime,” through which players in gaming centers will be able to access special member
benefits;

2.

A global loyalty program for all players in ggLeap powered gaming centers, that also can be available for gaming centers to deploy as their local loyalty program, through
which players will be able to earn Super League points, with subscribers to Super League Prime being able to earn points faster and in more ways than non-subscribers.
Super League points will be redeemable for prizes that will include physical and digital goods and services, with customized collections of prizes available locally,
nationally and internationally; and

3.

An esports events directory that will present players with listings of competitive and social gaming events they can play from within their local gaming centers, including
Super League branded events, Super League powered events, events run by the local centers and events run by third party event organizers. Super League will be providing
Super League Prime subscribers with access to special events on a regular basis featuring multiple game titles.

Pursuant to the terms and conditions of the Expanded Agreement, effective October 1, 2019, these new features, along with all other consumer facing components of ggLeap,
will be managed and branded by Super League.
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In consideration for the rights granted by ggCircuit to Super League, including the right to commercially exploit Super League Prime and to feature the “Super League Gaming”
brand on the applicable ggCircuit customer platform, Super League will pay an upfront fee of $340,000 and quarterly fees over the term of the Expanded Agreement ranging
from $0 to $150,000, based on contractual revenue levels. Pursuant to the terms and conditions of the Expanded Agreement, revenues generated in connection with applicable
activities under the Agreement will be shared between Super League and ggCircuit based on contractual revenue sharing percentages. The initial term of the Expanded
Agreement commences on the effective date and concludes on the fifth anniversary of the effective date, subject to certain automatic renewal provisions.
The upfront fee is included in intangible assets and other, net in the accompanying balance sheet and is being amortized over the initial term of the Expanded Agreement of 5
years, commencing October 1, 2019.
Critical Accounting Estimates
Our unaudited interim condensed financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America.
Preparation of these condensed statements requires management to make judgments and estimates. Some accounting policies have a significant impact on amounts reported in
these condensed financial statements. The SEC has defined a company’s critical accounting policies as the ones that are most important to the portrayal of a company’s financial
condition and results of operations, and which require a company to make its most difficult and subjective judgments. A summary of significant accounting policies and a
description of accounting policies that are considered critical may be found in the audited financial statements and notes thereto included in our Prospectus filed pursuant to
Rule 424(b) under the Securities Act with the SEC on February 27, 2019. In addition, refer to Note 2 to the condensed financial statements included in this Report. The
following accounting policies were identified during the current period, based on activities occurring during the current period, as critical and requiring significant judgments
and estimates.
Revenue Recognition
Revenue is recognized when we transfer promised goods or services to customers in an amount that reflects the consideration to which we expect to be entitled in exchange for
those goods and services. In this regard, revenue is recognized when: (i) the parties to the contract have approved the contract (in writing, orally, or in accordance with other
customary business practices) and are committed to perform their respective obligations; (ii) we can identify each party’s rights regarding the goods or services to be transferred;
(iii) we can identify the payment terms for the goods or services to be transferred; (iv) the contract has commercial substance (that is, the risk, timing, or amount of the entity’s
future cash flows is expected to change as a result of the contract); and (v) it is probable that the entity will collect substantially all of the consideration to which we will be
entitled in exchange for the goods or services that will be transferred to the customer.
Super League generates revenues and related cash flows from (i) brand and media sponsorships, (ii) Platform-As-A-Service arrangements, and (iii) direct to consumer offers
including tournament fees for participation in our physical and online multiplayer gaming experiences, digital subscriptions and merchandise sales.
Brand and Media Sponsorships. We generate brand and media sponsorship revenues primarily from sales of various forms of sponsorships and promotional campaigns for our
online platforms and from sponsorship at our in-person esports experiences. Brand and media sponsorship revenue arrangements may include: exclusive or non-exclusive title
sponsorships, marketing benefits, official product status exclusivity, product visibly and additional infrastructure placement, social media rights (including rights to create and
post social content and clips), rights to on-screen activations and promotions, display material rights, media rights, hospitality and tickets and merchandising rights. Brand and
media sponsorship arrangements typically include contract terms for time periods ranging from several weeks to multi-year arrangements.
For brand and media sponsorship arrangements that include performance obligations satisfied over time, customers typically simultaneously receive and consume the benefits
under the arrangement as we satisfy our performance obligations, over the applicable contract term. As such, revenue is recognized over the contract term based upon estimates
of progress toward complete satisfaction of the contract performance obligations (typically utilizing a time, effort or delivery-based method of estimation).
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Platform-As-A-Service. We generate platform-as-a-service (“PaaS”) revenues pursuant to arrangements with brand and media partners, retail venues, game publishers and
broadcasters that allow our partners to run amateur esports experiences, and or capture specifically curated gameplay content that is customized for our partners’ distribution
channels, leveraging the flexibility of, and powered by our Super League gaming and content technology platform. Revenue for PaaS arrangements for one-off branded
experiences and/or the development of content tailored specifically for our partners’ distribution channels that provide for contractual delivery or performance date, is
recognized when performance is substantially complete and or delivery occurs. Revenue for PaaS arrangements that include performance obligations satisfied over time
whereby customers simultaneously receive and consume the benefits under the agreement as we satisfy our performance obligations over the applicable contract term, is
recognized over the contract term based upon estimates of progress toward complete satisfaction of the contract performance obligations (typically utilizing a time, effort or
delivery-based method of estimation).
Direct to Consumer Revenue. Direct to consumer revenues include tournament fees, digital subscriptions and merchandise. Direct to consumer revenues have primarily
consisted of the sale of season passes to gamers for participation in our in-person and or online multiplayer gaming experiences. For the periods presented herein, season passes
for gaming experiences were primarily comprised of multi-week packages and also include one-time, single experience admissions. For the three and nine months ended
September 30, 2019, digital subscription revenues include revenues related to our Minehut asset acquisition in June 2018, which provides various Minecraft server hosting
services on a subscription basis to the Minecraft gaming community.
Revenue from single experiences is recognized when the experience occurs. Revenue from multi-week packages is recognized over time as the multi-week experiences occur
based on estimates of the progress toward complete satisfaction of the applicable offer and related performance obligations.
Advertising and Third-Party Content Revenue. We generate content through digital and physical experiences that offer opportunities for generating advertising revenue on our
proprietary digital channels. In addition, we license our content to third parties seeking esports content for their own distribution channels.
Revenue collected in advance is recorded as deferred revenue until the event occurs or until applicable performance obligations are satisfied as described above.
Stock-based Compensation Expense.
Compensation expense for stock-based awards is measured at the grant date, based on the estimated fair value of the award, and is recognized as an expense, typically on a
straight-line basis over the employee’s requisite service period (generally the vesting period of the equity award) which is generally two to four years. Compensation expense for
awards with performance conditions that affect vesting is recorded only for those awards expected to vest or when the performance criteria are met. The fair value of restricted
stock and restricted stock unit awards is determined by the product of the number of shares or units granted and the grant date market price of the underlying common stock.
The fair value of stock option and common stock purchase warrant awards is estimated on the date of grant utilizing the Black-Scholes-Merton option pricing model. The
Company accounts for forfeitures of awards as they occur.
Grants of equity-based awards (including warrants) to non-employees in exchange for consulting or other services are accounted for using the fair value of the consideration
received (i.e., the value of the goods or services) or the fair value of the equity instruments issued, whichever is more reliably measurable.
Determining the fair value of stock-based awards at the grant date requires significant estimates and judgments, including estimating the market price volatility of our common
stock, determination of grant dates, future employee stock option exercise behavior and requisite service periods.
Accounting for Business Combinations
In connection with the application of purchase accounting for the acquisition of Framerate, as described above, we estimated the fair values of the assets acquired and liabilities
assumed. A fair value measurement is determined as the price we would receive to sell an asset or pay to transfer a liability in an orderly transaction between market
participants at the measurement date. In the absence of active markets for the identical assets or liabilities, such measurements involve developing assumptions based on market
observable data and, in the absence of such data, internal information that is consistent with what market participants would use in a hypothetical transaction that occurs at the
measurement date. In the context of purchase accounting, the determination of fair value often involves significant judgments and estimates by management, including the
selection of valuation methodologies, estimates of future revenues, costs and cash flows, discount rates, and selection of comparable companies. The estimated fair values
reflected in the purchase accounting rely on management’s judgment and the expertise of a third-party valuation firm engaged to assist in concluding on the fair value
measurements.
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Results of Operations for the Three and Nine Months Ended September 30, 2019 and 2018
The following table sets forth a summary of our statements of operations for the three and nine months ended September 30, 2019 and 2018:

REVENUES

$

COST OF REVENUES
GROSS PROFIT

Three Months Ended
September 30,
2019
2018
350,000
$
153,000

$

Nine Months Ended
September 30,
2019
2018
822,000
$
640,000

192,000
158,000

70,000
83,000

OPERATING EXPENSES
Selling, marketing and advertising
Technology platform development
General and administrative
Total operating expenses

215,000
638,000
3,730,000
4,583,000

327,000
567,000
2,747,000
3,641,000

687,000
2,030,000
13,792,000
16,509,000

996,000
1,682,000
8,884,000
11,562,000

NET LOSS FROM OPERATIONS

(4,425,000)

(3,558,000)

(16,066,000)

(11,297,000)

(1,451,000)

(9,925,000)

(1,846,000)

OTHER INCOME (EXPENSE), NET

8,000

NET LOSS

$

(4,417,000)

$

(5,009,000)

$

$

379,000
443,000

(25,991,000)

$

$

375,000
265,000

(13,143,000)

For the Three Months Ended September 30, 2019 and 2018
Revenue

Brand and Media Sponsorships
Platform-as-a-service
Advertising and content sales
Direct to Consumer

$

$

Three Months Ended
September 30,
2019
2018
147,000
$
90,000
176,000
20,000
19,000
8,000
43,000
350,000
$
153,000

$ Change
57,000
156,000
19,000
(35,000)
$
197,000
$

% Change
63%
300+%
100%
(81)%
129%

Revenue for the three months ended September 30, 2019 increased $197,000, or 129%, compared to the three months ended September 30, 2018. The change in revenues for the
periods presented was comprised of the following:
●

Brand and Media Sponsorships. An increase in brand and media sponsorship revenue primarily attributable to fluctuations in brand and media sponsorship activities period
to period, which is based on the specific partnership arrangements with activities during a particular period, the related performance obligations satisfied during the period,
the contractual consideration associated with the activities during the period and the timing associated with the execution of new arrangements. Brand and media
sponsorship revenues for the three months ended September 30, 2019 was primarily comprised of revenues from our Sony related build competitions and related
experiences and our Red Games Lego Brawls live stream sponsorship activation. Brand and media sponsorship revenues for the three months ended September 30, 2018
was primarily comprised of revenues from our Logitech, Inc. brand sponsorships.
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●

Platform-As-A-Service. We generate PaaS revenues pursuant to arrangements with brand and media partners, retail venues, game publishers and broadcasters that allow our
partners to hold amateur esports experiences, and or capture specifically curated gameplay content that is customized for our partners’ distribution channels, leveraging the
flexibility of, and powered by our Super League gaming and content technology platform. PaaS revenue for the three months ended September 30, 2019 included revenues
from Capcom, Inc. related to our Street Fighter® V: Arcade Edition partnership, from Sony related to certain build competitions and related experiences, from Sprint
related to our Sprint 5G LA activation, and from our Cox Paladins gameplay experience held during the period.

●

Advertising and Content Sales. Revenues for the 2019 period presented included revenues from campaigns launched related to our Framerate acquisition and advertising
revenues from our Minehut digital property. We expect to continue to expand our revenue generation from the sale of our proprietary and third-party content derived from
our technology platform in future periods.

●

Direct to Consumer. The decrease in direct to consumer revenue was primarily due to a decrease in the number of paid experiences offered during the three months ended
September 30, 2019 compared to the prior year quarter. In the third quarter of 2019, we offered a combination of paid experiences and experiences that were free to play,
consistent with our strategic focus on increasing the volume of new gamers and spectators introduced into our customer funnel, to increase the number of registered users
on our platform, drive consumer conversion, and increase the overall awareness of the Super League brand and technology platform offerings. We intend to continue to
offer a combination of paid and free to play experiences going forward. Digital subscription revenues included in direct to consumer revenues for the three months ended
September 30, 2019 were primarily comprised of subscription revenues related to our Minehut digital property acquired in June 2018, which provides various Minecraft
server hosting services on a subscription basis to the Minecraft gaming community.

Cost of Revenue

Cost of revenue

$

Three Months Ended
September 30,
2019
2018
192,000
$
70,000

$

$ Change
122,000

% Change
174%

Cost of revenue for the three months ended September 30, 2019 increased $122,000, or 174%, compared to the three months ended September 30, 2018, relatively consistent
with the 129% increase in related revenues for the same periods.
Operating Expenses

Selling, marketing and advertising
Technology platform development
General and administrative expense
Total operating expenses

$

$

Three Months Ended
September 30,
2019
2018
215,000
$
327,000
638,000
567,000
3,730,000
2,747,000
4,583,000
$
3,641,000

$ Change
(112,000)
71,000
983,000
$
942,000
$

% Change
(34)%
13%
36%
26%

Selling, Marketing and Advertising. The decrease in selling, marketing and advertising expenses was primarily due to a decrease in amortization of noncash in-kind advertising
costs, totaling $186,000, which were initially capitalized pursuant to a June 2017 third-party investment agreement. The investment agreement included in-kind advertising for
use in future periods, valued at $1.0 million, as a component of the consideration paid to us in exchange for equity in the Company. The prepaid advertising cost was amortized
over an 18-month period ending as of December 31, 2018. The decrease was partially offset by an increase in costs related to contract labor, event operations and other costs to
execute various marketing and promotional in-person experiences during the 2019 period focused on widening our customer funnel and attracting increased numbers of
registered users to our platform.
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Technology Platform Development. Technology platform development costs include (i) allocated personnel costs, including salaries, taxes and benefits related to our internal
software developers and engineers, employed by Super League, engaged in the operation, maintenance, management, administration, testing, development and enhancement of
our proprietary gaming and content technology platform, and (ii) the amortization of capitalized internal use software costs primarily comprised of capitalized costs for internal
and third-party contract software development and engineering resources engaged in developing, upgrading and enhancing our proprietary gaming and content technology
platform. Capitalized internal use software development costs are amortized on a straight-line basis over the software’s estimated useful life.
The period over period increase primarily reflects an increase in engineering headcount since the end of the prior year in connection with the expansion of our engineering and
internal use software development activities. The increase was partially offset by $211,000 of engineering department payroll and payroll related internal use software
development costs capitalized during the three months ended September 30, 2019 for internal software development and engineering resources engaged in developing,
upgrading and enhancing our proprietary gaming and content technology platform.
General and Administrative. General and administrative expense for the periods presented was comprised of the following:

Personnel costs
Office and facilities
Professional fees
Stock-based compensation
Depreciation and amortization
Other
Total general and administrative expense

$

$

Three Months Ended
September 30,
2019
2018
1,451,000
$
1,099,000
98,000
100,000
208,000
182,000
737,000
764,000
58,000
190,000
1,178,000
412,000
3,730,000
$
2,747,000

$ Change
352,000
(2,000)
26,000
(27,000)
(132,000)
766,000
$
983,000

% Change
32%
(2)%
14%
(4)%
(69)%
186%
36%

A summary of the main drivers of the net increase in general and administrative expenses for the periods presented is as follows:
●

Increase in personnel costs due primarily to a 16% increase in average headcount (including engineering personnel described under “Technology Platform Development”
above) since the end of the prior year comparable quarter in connection with the continued expansion of our operations, requiring additional internal resources across our
engineering, product, operations, and commercial departments. During each of the three months ended September 30, 2019 and 2018, we had average full-time equivalent
employees of 53 and 45, respectively.

●

Increase in general and administrative expenses primarily due to a significant increase in directors and officer's insurance premiums in connection with our February 2019
IPO, an increase in other administrative public company costs, and an increase in variable costs associated with our cloud-based technology platform.

Other Income (expense)
Other income (expense), net, was primarily comprised of interest expense related to convertible notes outstanding during the prior period presented as follows:

Accretion of discount on convertible notes
Accrued interest expense on convertible notes
Accretion of convertible note issuance costs
Total interest expense

$

$
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Three Months Ended
September 30,
2019
2018
$
1,124,000
212,000
115,000
$
1,451,000

$ Change
(1,124,000)
(212,000)
(115,000)
$
(1,451,000)

% Change
(100%)
(100%)
(100%)
(100%)
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Interest Expense. Interest expense for the prior period primarily relates to the issuance of 9.00% secured convertible promissory notes, commencing in February 2018 through
August 2018, as described below under Liquidity and Capital Resources. Principal and interest as of February 27, 2019, the closing date of the IPO and December 31, 2018
totaled $13,793,000 and $13,606,000, respectively. Concurrent with the closing of the IPO on February 27, 2019, in accordance with the related agreements,all outstanding
principal and interest for the 9.00% convertible notes outstanding was automatically converted into 1,475,164 shares of the Company’s common stock at a conversion price of
$9.35. As of and subsequent to February 27, 2019, there was no debt outstanding.
For the Nine Months Ended September 30, 2019 and 2018
Revenue

Brand and Media Sponsorships
Platform-as-a-service
Advertising and content sales
Direct to Consumer

$

$

Nine Months Ended
September 30,
2019
2018
345,000
$
421,000
434,000
55,000
19,000
70,000
24,000
94,000
822,000
$
640,000

$ Change
(76,000)
379,000
(51,000)
(70,000)
$
182,000
$

% Change
(18)%)
+%300
(73)%
(74)%
28%

Revenue for the nine months ended September 30, 2019 increased $182,000, or 28%, compared to the nine months ended September 30, 2018. The change in revenues for the
periods presented was comprised of the following:
●

Brand and Media Sponsorships. Period over period changes in brand and media sponsorship revenue are attributable to fluctuations in brand and media sponsorship
activities period to period, which is based on the specific partnership arrangements with activities during a particular period, the related performance obligations satisfied
during the period and the contractual consideration associated with the activities during the period. Brand and media sponsorship revenues for the nine months ended
September 30, 2019 included revenues for our Red Bull North America, Inc. (“Red Bull”) brand partnership, Red Bull Allstars experience in April 2019, Logitech G
Challenge and Play/Train/Win online tournaments, Sony related build competitions and related experiences and our Red Games Lego Brawls live stream sponsorship
activation. Brand and media sponsorship revenues for the nine months ended September 30, 2018 was primarily comprised of revenues from our Logitech, Inc. and Red
Bull brand sponsorships and our 2018 Red Bull Allstars experience.

●

Platform-As-A-Service. We generate PaaS revenues pursuant to arrangements with brand and media partners, retail venues, game publishers and broadcasters that allow our
partners to hold amateur esports experiences, and or capture specifically curated gameplay content that is customized for our partners’ distribution channels, leveraging the
flexibility of, and powered by our Super League gaming and content technology platform. PaaS revenue for the nine months ended September 30, 2019 included revenues
from our Samsung Fortnite event held in New York in March 2019, Capcom, Inc. related to our Street Fighter® V: Arcade Edition partnership, Sony related to certain
build competitions and related experiences, Sprint related to our Sprint 5G LA activation, and Cox Paladins gameplay experience held during the period.

●

Advertising and Content Sales. Revenues for the 2019 period presented included revenues from campaigns launched related to our Framerate acquisition and advertising
revenues from our Minehut digital property. Revenues for the 2018 period presented included revenues from the sale of gameplay and other content generated by us to
Nickelodeon (third-party broadcaster) to supplement their YouTube channel programming. We expect to continue to expand our revenue generation from the sale of our
proprietary and third-party content derived from our technology platform in future periods.

●

Direct to Consumer. The decrease in direct to consumer revenue was primarily due to a decrease in the number of paid events held during the nine months ended
September 30, 2019 as compared to the prior year period. During the nine months ended September 30, 2019, we held paid events and events that were free to play,
consistent with our strategic focus on increasing the volume of new gamers and spectators introduced into our customer funnel, to increase the number of registered users
on our platform, drive consumer conversion, and increase the overall awareness of the Super League brand and technology platform offerings. We intend to continue to
offer a combination of paid and free to play experiences going forward. Digital subscription revenues included in direct to consumer revenues for the nine months ended
September 30, 2019 were comprised of subscription revenues related to our Minehut digital property acquired in June 2018, which provides various Minecraft server
hosting services on a subscription basis to the Minecraft gaming community.
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Cost of Revenue

Cost of revenue

$

Nine Months Ended
September 30,
2019
2018
379,000
$
375,000

$

$ Change
4,000

% Change
1%

Cost of revenue for the nine months ended September 30, 2019 was relatively consistent, compared to the nine months ended September 30, 2018, as compared to a 28%
increase in revenues for the same periods. The trend in cost of sales over the year to date periods presented was primarily due to operational efficiencies and lower direct costs
incurred for the nine months ended September 30, 2019 in connection with our physical and digital experiences.
Operating Expenses

Selling, Marketing and Advertising
Technology Platform Development
General and Administrative
Total operating expenses

$

$

Nine Months Ended
September 30,
2019
2018
687,000
$
996,000
2,030,000
1,682,000
13,792,000
8,884,000
16,509,000
$
11,562,000

$ Change
(309,000)
348,000
4,908,000
$
4,947,000
$

% Change
(31)%
21%
55%
43%

Selling, Marketing and Advertising. The decrease in selling, marketing and advertising expenses was primarily due to the decrease in amortization of noncash in-kind
advertising costs, totaling $481,000, which were initially capitalized pursuant to a June 2017 third-party investment agreement. The investment agreement included in-kind
advertising for use in future periods, valued at $1.0 million, as a component of the consideration paid to us in exchange for equity in the Company. The prepaid advertising cost
was amortized over an 18-month period ending as of December 31, 2018. The decrease was partially offset by an increase in marketing expense due to an increase in marketing
and promotional experiences during the nine months ended September 30, 2019 focused on widening our customer funnel and attracting increased numbers of registered users
to our platform as described above. The increase included increased costs related to contract labor, influencers, event operations, content capture and other costs to execute
various marketing and promotional experiences during the period.
Technology Platform Development. Technology platform development costs include (i) allocated personnel costs, including salaries, taxes and benefits related to our internal
software developers and engineers, employed by Super League, engaged in the operation, maintenance, management, administration, testing, development and enhancement of
our proprietary gaming and content technology platform, and (ii) the amortization of capitalized internal use software costs primarily comprised of capitalized costs for internal
and third-party contract software development and engineering resources engaged in developing, upgrading and enhancing our proprietary gaming and content technology
platform. Capitalized internal use software development costs are amortized on a straight-line basis over the software’s estimated useful life.
The period over period increase primarily reflects an increase in engineering headcount since the end of the prior year in connection with the expansion of our engineering and
internal use software development activities. The increase was partially offset by $211,000 of engineering department payroll and payroll related internal use software
development costs capitalized during the three months ended September 30, 2019 for internal software development and engineering resources engaged in developing,
upgrading and enhancing our proprietary gaming and content technology platform.
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General and Administrative. General and administrative expense for the periods presented was comprised of the following:

Personnel costs
Office and facilities
Professional fees
Stock-based compensation
Depreciation and amortization
Other
Total general and administrative expense

$

$

Nine Months Ended
September 30,
2019
2018
4,346,000
$
3,686,000
303,000
269,000
599,000
677,000
5,266,000
2,452,000
371,000
610,000
2,907,000
1,190,000
13,792,000
$
8,884,000

$ Change
660,000
34,000
(78,000)
2,814,000
(239,000)
1,717,000
$
4,908,000
$

% Change
18%
13%
(12)%
115%
(39)%
144%
55%

A summary of the main drivers of the net increase in general and administrative expenses for the periods presented is as follows:
●

Personnel costs for the nine months ended September 30, 2019 included approximately $405,000 of management performance-based bonuses paid in connection with the
achievement of certain performance targets during the 2019 period, including the closing of the IPO and other operational performance targets. The increase in personnel
costs also reflects a 16% increase in average headcount (including engineering personnel described under “Technology Platform Development” above) compared to the
prior year period in connection with the continued expansion of our operations requiring additional internal resources across our engineering, product, operations, and
commercial departments. During the nine months ended September 30, 2019 and September 30, 2018, we had average full-time equivalent employees of 51 and 44,
respectively.

●

Increase in office and facilities expense due to the increase in leased office space commencing in June 2018 in connection with the expansion of our SuperLeagueTV studio
operations.

●

Increase in noncash stock compensation expense primarily due to certain performance options and warrants previously granted to two of our executives, which vested upon
the achievement of certain performance targets, pursuant to October 2018 amended employee agreements and vesting conditions in the underlying equity grant agreements.
Performance targets included the completion of our IPO in February 2019 and other operational performance targets. During the nine months ended September 30, 2019,
300,000 of performance-based stock options and warrants vested with a weighted-average grant date fair value of $8.50, resulting in noncash stock compensation expense
of $2,549,000 during the nine months ended September 30, 2019. The remaining increase reflects compensation expense related to equity based on awards granted in
connection with the increase in head count described above.

●

Increase in other general and administrative expenses primarily due to a significant increase in directors and officer's insurance premiums in connection with our February
2019 IPO, an increase in other administrative public company costs, and an increase in variable costs associated with our cloud-based technology platform.
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Other Income (expense)
Other income (expense), net, was primarily comprised of interest expense related to the convertible notes outstanding during the periods presented as follows:

Accretion of discount on convertible notes
Accrued interest expense on convertible notes
Accretion of convertible note issuance costs
Beneficial conversion feature
Total interest expense

$

$

Nine Months Ended
September 30,
2019
2018
2,475,000
$
1,394,000
187,000
311,000
209,000
143,000
7,067,000
9,938,000
$
1,848,000

$ Change
1,081,000
(124,000)
66,000
7,067,000
$
8,090,000

% Change
78%
(40)%
46%
100%
>300 %

Interest Expense. Interest expense for the periods presented primarily relates to the issuance of 9.00% secured convertible promissory notes, commencing in February 2018
through August 2018, as described below under Liquidity and Capital Resources. Principal and interest as of February 27, 2019, the closing date of the IPO and December 31,
2018 totaled $13,793,000 and $13,606,000, respectively. Concurrent with the closing of the IPO on February 27, 2019, in accordance with the related agreements, all
outstanding principal and interest for the 9.00% convertible notes outstanding was automatically converted into 1,475,164 shares of the Company’s common stock at a
conversion price of $9.35. As of and subsequent to February 27, 2019, there was no debt outstanding. As a result of the automatic conversion of the 2018 Notes (defined below)
and the application of conversion accounting, the Company recorded an immediate charge to interest expense of $1,384,000, representing the write-off of the unamortized
balance of debt discounts associated with the 2018 warrants and cash commissions and warrants issued to third parties. Unamortized debt discounts at September 30, 2019 and
December 31, 2018 totaled $0 and $2,684,000, respectively.
The non-detachable conversion feature embedded in the 2018 Notes provides for a conversion rate that was below market value at the commitment date, and therefore,
represented a beneficial conversion feature (“BCF”). The BCF is generally recognized separately at issuance by allocating a portion of the debt proceeds equal to the intrinsic
value of the BCF to additional paid-in capital. The resulting convertible debt discount is recognized as interest expense using the effective yield method. However, the
conversion feature associated with the 2018 Notes was not exercisable until the consummation of an initial public offering by the Company of its common stock, and therefore,
was not required to be recognized in earnings until the IPO related contingency was resolved, which occurred on the IPO Closing Date. The commitment date is the IPO
Closing Date and the commitment date stock price was $11.00 per share. The intrinsic value of the BCF on the IPO Closing Date, which was limited to the net proceeds
allocated to the debt on a relative fair value basis, was approximately $7,067,000, and was reflected as additional interest expense in the condensed statement of operations for
the nine months ended September 30, 2019.
Liquidity and Capital Resources
General
Cash totaled $12.6 million and $2.8 million at September 30, 2019 and December 31, 2018, respectively.
We have experienced net losses and negative cash flows from operations since our inception. As of September 30, 2019 and December 31, 2018, we had working capital of
approximately $12.5 million and ($8.0) million, respectively, and sustained cumulative losses since inception attributable to common stockholders of approximately $81.1
million. Total noncash charges included in accumulated deficit since inception, primarily related to noncash stock compensation, restricted stock units issued in connection with
a license agreement, amortization of the discount on the 2018 Notes (defined below) and in-kind advertising expense, totaled approximately $32.9 million. On February 27,
2019, we completed our IPO, pursuant to which we issued and sold an aggregate of 2,272,727 shares of our common stock at a public offering price of $11.00 per
share pursuant to a registration statement on Form S-1, declared effective by the Securities and Exchange Commission on February 25, 2019 (File No. 333-229144). We raised
net proceeds of approximately $22,458,000 after underwriting discounts, commissions and other offering costs of $2,542,000. During Fiscal 2018, the Company issued 9.00%
secured convertible promissory notes, as described below, in an aggregate principal amount of approximately $13,000,000. Concurrent with the closing of the IPO on February
27, 2019, in accordance with the related agreements, all outstanding principal and interest for the 9.00% convertible notes outstanding was automatically converted into shares
of the Company’s common stock as described below. Approximately 1.3 million of the warrants issued in conjunction with the 2018 Notes are callable at the election of the
Company at any time following the completion of our IPO.
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To date, our principal sources of capital used to fund our operations have been the net proceeds we received from sales of equity securities and proceeds received from the
issuance of convertible debt, as described herein. We have and will continue to use significant capital for the growth and development of our business. Our management team
expects operating losses to continue in the near term in connection with the pursuit of our strategic objectives. As such, we believe our current cash position, absent receipt of
additional capital either from operations or that may be available from future issuance(s) of common stock or debt financings, is not sufficient to fund our planned operations
for the twelve months following the date of this Report. We believe these conditions raise substantial doubt about our ability to continue as a going concern. In addition, we
may encounter unforeseen difficulties that may deplete our capital resources more rapidly than anticipated, including those set forth under the heading “Risk Factors” included
in Item II, Part 1A of this Report.
We are focused on expanding our service offering through internal development, collaborations, and through strategic acquisitions. We are continually evaluating potential asset
acquisitions and business combinations. To finance such acquisitions, we may find it necessary to raise additional equity capital, incur additional debt, or both. Any efforts to
seek additional funding could be made through issuances of equity or debt, or other external financing. However, additional funding may not be available on favorable terms,
or at all. The capital and credit markets have experienced extreme volatility and disruption periodically and such volatility and disruption may occur in the future. If we fail to
obtain additional financing when needed, we may not be able to execute our business plans which, in turn, would have a material adverse impact on our financial condition, our
ability to meet our obligations, and our ability to pursue our business strategies.
Cash Flows for the Nine Months Ended September 30, 2019 and 2018
The following table summarizes the change in cash balances for the periods presented:
Nine Months Ended
September 30,
2019
2018
Net cash used in operating activities
Net cash used in investing activities
Net cash provided by financing activities
Increase (decrease) in cash
Cash at beginning of period
Cash at end of period

$

$

(10,142,000)
(2,524,000)
22,478,000
9,812,000
2,774,000
12,586,000

$

$

(7,880,000)
(449,000)
12,611,000
4,282,000
1,709,000
5,991,000

Cash Flows from Operating Activities. Net cash used in operating activities during the nine months ended September 30, 2019 was $10,142,000, which primarily reflected our
net GAAP loss of $25,991,000, net of adjustments to reconcile net GAAP loss to net cash used in operating activities of $15,849,000, which included $5,266,000 of noncash
stock compensation charges, $2,871,000 of noncash accrued interest and accretion of debt discount, $7,067,0000 of noncash interest expense related to the recognition of the
beneficial conversion feature upon the automatic conversion of the 2018 Notes upon close of the IPO, and depreciation and amortization of $657,000. Changes in working
capital primarily reflected the impact of the prepayment of increased directors and officer’s insurance premiums in connection with the consummation of our IPO and the
settlement of payables in the ordinary course. Net cash used in operating activities during the nine months ended September 30, 2018 was $7,880,000, which primarily reflected
our net loss of $13,143,000, net of adjustments to reconcile net loss to net cash used in operating activities of $5,263,000, which included $2,451,000 of non-cash stock
compensation, noncash amortization of prepaid in-kind advertising totaling $481,000 and $791,000 of non-cash depreciation and amortization charges. Changes in working
capital primarily reflected increases in receivables and the settlement of payables in the ordinary course of business during the period.
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Cash Flows from Investing Activities. Cash flows from investing activities were comprised of the following for the periods presented:
Nine Months Ended
September 30,
2019
2018
Cash paid for acquisition of Framerate
Purchase of property and equipment
Capitalization of software development costs
Acquisition of other intangible and other assets
Net cash used in investing activities

$

$

(1,491,000)
(56,000)
(839,000)
(138,000)
(2,524,000)

$

(190,000)
(192,000)
(67,000)
(449,000)

$

Acquisition of Framerate. On June 3, 2019, the Company and Merger Sub, entered into the Merger Agreement with Framerate, pursuant to which Framerate merged with and
into Merger Sub, with Merger Sub continuing as the surviving corporation. The Acquisition was consummated on the Effective Date when the certificate of merger of Merger
Sub and Framerate was filed with the Secretary of State of the State of Delaware. As consideration for the Acquisition, we ratably paid and/or issued to the former shareholders
of Framerate an aggregate of $1.5 million in cash and $1.0 million worth of shares of our common stock, at a price per share of $7.4395, which price was equal to the volume
weighted average price of our common stock over the five trading days preceding the date of the Merger Agreement, as reported on the Nasdaq Capital Market.
In addition to the issuance of the Closing Shares, the Merger Agreement provides for the issuance of up to an additional $980,000 worth of shares of our common stock at the
same price per share as the Closing Shares in the event Framerate achieves certain performance-based milestones during the two-year period following the closing of the
Acquisition, or June 6, 2021. One-half of the Earn-Out Shares will be issuable on the one-year anniversary of the Effective Date, and the remaining one-half will be issuable on
the second anniversary of the Effective Date.
The Acquisition was approved by the board of directors of each of Super League Gaming, Inc. and Framerate, and was approved by the stockholders of Framerate.
Cash Flows from Financing Activities. Cash flows from financing activities were comprised of the following for the periods presented:
Nine Months Ended
September 30,
2019
2018
Proceeds from issuance of common stock, net of issuance costs
Proceeds from convertible notes payable, net of issuance cost
Proceeds from common stock purchase warrant exercises
Net cash provided by financing activities

$

$

22,458,000
20,000
22,478,000

$

$

12,611,000
12,611,000

Initial Public Offering. On February 27, 2019, we completed our IPO, pursuant to which we issued and sold an aggregate of 2,272,727 shares of our common stock at a public
offering price of $11.00 per share. We raised net proceeds of approximately $22,458,000 after deducting underwriting discounts, commissions and other offering costs of
$2,542,00. We currently intend to use the net proceeds received from the offering for working capital and general corporate purposes, including sales and marketing activities,
product development and capital expenditures. We may also use a portion of the net proceeds for the acquisition of, or investment in, technologies, solutions or businesses that
may compliment or business and or accelerate or growth. The amounts and timing of our actual expenditure, including expenditure related to sales and marketing and product
development will depend on numerous factors, including the status of our product development efforts, our sales and marketing activities, expansion internationally, the amount
of cash generated or used by our operations, competitive pressures and other factors described under “Risk Factors” in our Prospectus filed pursuant to Rule 424(b) under the
Securities Act with the SEC on February 27, 2019, as well as Item II, Part 1A of this Report. Our management has broad discretion in the application of the net proceeds, and
investors will be relying on our judgment regarding the application of the net proceeds from the IPO.
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Concurrent with the closing of the IPO on February 27, 2019, in accordance with the related agreements, all outstanding principal and interest for the 9.00% convertible notes
outstanding, totaling $13,793,000, was automatically converted into 1,475,164 shares of the Company’s common stock at a conversion price of $9.35. As of September 30,
2019, there is no debt outstanding.
Pursuant to the related underwriting agreement, in connection with the completion of the IPO, for the purchase price of $50.00, we issued a warrant to purchase shares of our
common stock equal to 3.0% of the shares sold in the IPO, or 68,182 shares, at an exercise price of $11.00 per share (the “Underwriters’ Warrants ”). The Underwriters’
Warrants are exercisable during the period commencing from the date of the close of the IPO and ending five years from the closing date of the IPO. The Underwriters’
Warrants represent additional noncash offering costs, with an estimated grant date fair value of $547,000, which was reflected in additional-paid-in capital when issued and as a
corresponding offering cost in the condensed statement of shareholders equity for the nine months ended September 30, 2019.
Convertible Debt Issuances. In February and April 2018, we issued 9.00% secured convertible promissory notes with a collective face value of $3,000,000 (the “Initial 2018
Notes”). The Initial 2018 Notes (i) accrued simple interest at the rate of 9.00% per annum, (ii) matured on the earlier of December 31, 2018 or the close of a $15,000,000 equity
financing (“Qualifying Equity Financing”) by us, and (iii) all outstanding principal and accrued interest was automatically convertible into equity or equity-linked securities sold
in a Qualifying Equity Financing based upon a conversion rate equal to (x) a 10% discount to the price per share of a Qualifying Equity Financing, with (y) a floor of $10.80 per
share. In addition, the holders of the Initial 2018 Notes were collectively issued warrants to purchase approximately 55,559 shares of common stock, at an exercise price of
$10.80 per share and a term of five years (the “Initial 2018 Warrants”).
In May through August 2018, we issued additional 9.00% secured convertible promissory notes with a collective face value of $10,000,000 (the “Additional 2018 Notes”). In
May 2018, all of the Initial 2018 Notes and related accrued interest, totaling $3,056,182, were converted into the Additional 2018 Notes, resulting in an aggregate principal
amount of $13,056,182 (hereinafter collectively, the “2018 Notes”). The holders of the converted Initial 2018 Notes retained their respective Initial 2018 Warrants
The 2018 Notes (i) accrued simple interest at the rate of 9.00% per annum, (ii) matured on the earlier of the closing of an IPO of our common stock on a national securities
exchange or April 30, 2019, and (iii) all outstanding principal and accrued interest was automatically convertible into shares of common stock upon the closing of an IPO at the
lesser of (x) $10.80 per share or (y) a 15% discount to the price per share of the IPO. In addition, the holders of the 2018 Notes were collectively issued 1,396,383 warrants to
purchase common stock equal to 100% of the aggregate principal amount of the 2018 Notes divided by $9.35 per share (the “2018 Warrants”). The number of 2018 Warrants
ultimately issued is subject to adjustment upon the closing of an IPO and will be determined by dividing 100% of the face value of the 2018 Notes by the lesser of (x) $10.80
per share or (y) a 15% discount to the price per share of the IPO. The 2018 Warrants are exercisable for a term of five years, commencing on the close of an IPO, at an exercise
price equal to the lesser of (x) $10.80 per share or (y) a 15% discount to the IPO price per share and are callable at our election at any time following the closing of an IPO.
Refer to Note 6 to the accompany condensed financial statements elsewhere in this Report for additional information.
Contractual Obligations
As of September 30, 2019, except as described below, we had no significant commitments for capital expenditures, nor do we have any committed lines of credit, noncancelable
operating leases obligations, other committed funding or long-term debt, and no guarantees. The operating lease for our corporate headquarters expired on May 31, 2017 and
was subsequently amended to operate on a month-to-month basis.
In consideration for the rights granted by ggCircuit to Super League in connection with the Expanded Agreement described above, including the right to commercially exploit
Super League Prime and to feature the “Super League Gaming” brand on the applicable ggCircuit customer platform, Super League will pay an upfront fee of $340,000 and
quarterly fees over the term of the Expanded Agreement ranging from $0 to $150,000, based on contractual revenue levels.
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Off-Balance Sheet Commitments and Arrangements
We have not entered into any off-balance sheet financial guarantees or other off-balance sheet commitments to guarantee the payment obligations of any third parties. We have
not entered into any derivative contracts that are indexed to our shares and classified as stockholder’s equity or that are not reflected in our financial statements included
elsewhere in this prospectus. Furthermore, we do not have any retained or contingent interest in assets transferred to an unconsolidated entity that serves as credit, liquidity or
market risk support to such entity. We do not have any variable interest in any unconsolidated entity that provides financing, liquidity, market risk or credit support to us or
engages in leasing, hedging or product development services with us.
Recent Accounting Pronouncements
Refer to Note 2 to the accompany condensed financial statements contained elsewhere in this Report.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS
In the ordinary course of our business, we are not currently exposed to market risk of the sort that may arise from changes in interest rates or foreign currency exchange rates, or
that may otherwise arise from transactions in derivatives.
ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures
As required by Rule 13a-15(b) under the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) our Chief Executive Officer (“CEO”) and our Chief Financial
Officer (“CFO”) conducted an evaluation as of the end of the period covered by this Quarterly Report on Form 10-Q, of the effectiveness of our disclosure controls and
procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act. Based on that evaluation, our CEO and our CFO each concluded that our disclosure controls
and procedures are effective to provide reasonable assurance that information required to be disclosed in the reports that we file or submit under the Exchange Act, (i) is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission's rules and forms and (ii) is accumulated and
communicated to our management, including our CEO and our CFO, as appropriate to allow timely decisions regarding required disclosure.
Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting identified in management’s evaluation pursuant to Rules 13a-15(d) or 15d-15(d) of the Exchange Act
during the period covered by this Report that materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

-34-

Table of Contents

PART II
OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

None.
ITEM 1A. RISK FACTORS
Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below, as well as the other information in this Quarterly Report
on Form 10-Q, including our financial statements and the related notes thereto and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” before deciding whether to invest in our common stock. The occurrence of any of the events or developments described below could harm our business, financial
condition, operating results, and growth prospects. In such an event, the market price of our common stock could decline, and you may lose all or part of your investment.
Additional risks and uncertainties not presently known to us or that we currently deem immaterial also may impair our business operations.
Risks Related to Our Business and Industry
We have incurred significant losses since our inception, and we may continue to experience losses in the future.
We incurred net losses of $26.0 million and $20.6 million during the nine months ended September 30, 2019 and the year ended December 31, 2018, respectively. Noncash
expenses (excluding depreciation and amortization of fixed and intangible assets) totaled $15.2 million and $8.9 million for the nine months ended September 30, 2019 and the
year ended December 31, 2018, respectively. As of September 30, 2019, we had an accumulated deficit of $81.1 million. Moreover, the report of our independent registered
public accounting firm to the financial statements for our fiscal year ended December 31, 2018, included Prospectus filed pursuant to Rule 424(b) under the Securities Act with
the SEC on February 27, 2019, contains an explanatory paragraph stating that our recurring losses from operations, accumulated deficit and cash used in operating activities
raise substantial doubt about our ability to continue as a going concern. We cannot predict if we will achieve profitability soon or at all. We expect to continue to expend
substantial financial and other resources on, among other things:
●

investments to expand and enhance our esports technology platform and technology infrastructure, make improvements to the scalability, availability and security of our
platform, and develop new offerings;

●

sales and marketing, including expanding our customer acquisition and sales organization and marketing programs, and expanding our programs directed at increasing our
brand awareness among current and new customers;

●

investments in
functionality;

●

contract labor costs and other expenses to host our leagues and
tournaments;

●

costs to retain and attract gamers and license first tier game titles, grow our online gamer community and generally expand our business
operations;

●

hiring additional employees;

●

expansion of our operations and infrastructure, both domestically and internationally;
and

●

general administration, including legal, accounting and other expenses related to being a public
company.

bandwidth

to

support

our

video

streaming
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We may not generate sufficient revenue to offset such costs to achieve or sustain profitability in the future. We expect to continue to invest heavily in our operations, our online
and in person experiences, business development related to game publishers, advertisers, sponsors and gamer acquisition, to accelerate as well as maintain our current market
position, support anticipated future growth and to meet our expanded reporting and compliance obligations as a public company.
We expect operating losses to continue in the near term in order to carry out our strategic objectives. We consider historical operating results, capital resources and financial
position, in combination with current projections and estimates, as part of our plan to fund operations over a reasonable period of time.
We believe our current cash position, absent receipt of additional capital either from operations or that may be available from future issuance(s) of common stock or debt
financings, is not sufficient to fund our planned operations for the twelve months following the date of this Report. We intend to continue implementing our business strategy
with the expectation that there will be no material adverse developments in our business, liquidity or capital requirements. If one or more of these factors do not occur as
expected, it could have a material adverse impact on our activities, including (i) reduction or delay of our business activities, (ii) forced sales of material assets, (iii) defaults on
our obligations, or (iv) insolvency. Our planned investments may not result in increased revenue or growth of our business. We cannot assure you that we will be able to
generate revenue sufficient to offset our expected cost increases and planned investments in our business and platform. As a result, we may incur significant losses for the
foreseeable future, and may not be able to achieve and/or sustain profitability. If we fail to achieve and sustain profitability, then we may not be able to achieve our business
plan, fund our business or continue as a going concern. The financial statements included in this Quarterly Report on Form 10-Q do not contain any adjustments which might be
necessary if we were unable to continue as a going concern.
We are a relatively young company, and we may not be able to sustain our rapid growth, effectively manage our anticipated future growth or implement our business
strategies.
We have a limited operating history. Although we have experienced significant growth since our gaming platform for amateur online and in person gaming experiences was
launched, and we established our amateur city leagues, tournaments and competitions, our historical growth rate may not be indicative of our future performance due to our
limited operating history and the rapid evolution of our business model, including a focus on direct to consumer-based gaming. We may not be able to achieve similar results or
accelerate growth at the same rate as we have historically. As our amateur city leagues, tournaments and competitions continue to develop, we may adjust our strategy and
business model to adapt. These adjustments may not achieve expected results and may have a material and adverse impact on our financial condition and results of operations.
In addition, our rapid growth and expansion have placed, and continue to place, significant strain on our management and resources. This level of significant growth may not be
sustainable or achievable at all in the future. We believe that our continued growth will depend on many factors, including our ability to develop new sources of revenues,
diversify monetization methods including our direct to consumer offerings, attract and retain competitive gamers, increase engagement, continue developing innovative
technologies, tournaments and competitions in response to shifting demand in esports and online gaming, increase brand awareness, and expand into new markets. We cannot
assure you that we will achieve any of the above, and our failure to do so may materially and adversely affect our business and results of operations.
We are subject to risks associated with operating in a rapidly developing industry and a relatively new market.
Many elements of our business are unique, evolving and relatively unproven. Our business and prospects depend on the continuing development of live streaming of
competitive esports gaming. The market for esports and amateur online gaming competition is relatively new and rapidly developing and are subject to significant challenges.
Our business relies upon our ability to cultivate and grow an active gamer community, and our ability to successfully monetize such community through tournament fees, digital
subscriptions for our esports gaming services, and advertising and sponsorship opportunities. In addition, our continued growth depends, in part, on our ability to respond to
constant changes in the esports gaming industry, including rapid technological evolution, continued shifts in gamer trends and demands, frequent introductions of new games
and titles and the constant emergence of new industry standards and practices. Developing and integrating new games, titles, content, products, services or infrastructure could
be expensive and time-consuming, and these efforts may not yield the benefits we expect to achieve at all. We cannot assure you that we will succeed in any of these aspects or
that the esports gaming industry will continue to grow as rapidly as it has in the past.
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We generate a portion of our revenues from advertising and sponsorship. If we fail to attract more advertisers and sponsors to our gaming platform or tournaments or
competitions, or if advertisers or sponsors are less willing to advertise with or sponsor us, our revenues may be adversely affected.
We generate a growing portion of our revenues from advertising and sponsorship, which we expect to further develop and expand in the near future as online viewership of our
esports gaming offerings expand. Our revenues from advertising and sponsorship partly depend on the continual development of the online advertising industry and advertisers’
willingness to allocate budgets to online advertising in the esports gaming industry. In addition, companies that decide to advertise or promote online may utilize more
established methods or channels, such as more established internet portals or search engines, over advertising on our gaming platform. If the online advertising and sponsorship
market does not continue to grow, or if we are unable to capture and retain a sufficient share of that market, our ability to increase our current level of advertising and
sponsorship revenue and our profitability and prospects may be materially and adversely affected.
Furthermore, our core and long-term priority of optimizing the gamer experience and satisfaction may limit our gaming platform’s ability to generate revenues from advertising
and sponsorship. For example, in order to provide our gamers with an uninterrupted competitive gaming experience, we do not place significant amounts of advertising on our
streaming interface or insert pop-up advertisements during streaming. While this decision could adversely affect our operating results in the short-term, we believe it enables us
to provide a superior gamer experience on our gaming platform, which will help us expand and maintain our current base of gamers and enhance our monetization potential in
the long-term. However, this philosophy of putting our gamers first may also negatively impact our relationships with advertisers, sponsors or other third parties, and may not
result in the long-term benefits that we expect, in which case the success of our business and operating results could be harmed.
Our revenue model may not remain effective and we cannot guarantee that our future monetization strategies will be successfully implemented or generate sustainable
revenues and profit.
We generate revenues from advertising and sponsorship of our league tournaments, and through the operation of our live streaming gaming platform using a revenue model
whereby gamers can get free access to certain live streaming of amateur tournaments, and gamers pay fees to compete in league competition. We have generated, and expect to
continue to generate, a substantial portion of revenues using this revenue model in the near term. We are, however, particularly focused on implementing a direct to consumer
model for our expanding gamer base. Although our business has experienced significant growth in recent years, there is no guarantee that our direct to consumer packages will
gain significant traction to maximize our growth rate in the future, as the demand for our offerings may change, decrease substantially or dissipate, or we may fail to anticipate
and serve gamer demands effectively.
The loss of or a substantial reduction in activity by one or more of our largest customers and/or vendors could materially and adversely affect our business, financial
condition and results of operations.
During the nine months ended September 30, 2019 and the year ended December 31, 2018, (i) five customers accounted for 90% of our revenue and four customers accounted
for 82%, respectively, (ii) four customers accounted for 87% and three customers accounted for 96% of accounts receivable, respectively, and (iii) one vendor accounted for
46% and three vendors accounted for 43% of accounts payable, respectively. The loss of or a substantial reduction in activity by one or more of our largest customers could
materially and adversely affect our business, financial condition and results of operations.
Our marketing and advertising efforts may fail to resonate with amateur gamers.
Our amateur city league tournaments and competitions are marketed through a diverse spectrum of advertising and promotional programs such as online and mobile advertising,
marketing through websites, event sponsorship and direct communications with our gaming community including via email, blogs and other electronic means. An increasing
portion of our marketing activity is taking place on social media platforms that are either outside, or not totally within, our direct control. Changes to gamer preferences,
marketing regulations, privacy and data protection laws, technology changes or service disruptions may negatively impact our ability to reach target gamers. Our ability to
market our amateur city league tournaments and competitions is dependent in part upon the success of these programs. If the marketing for our amateur city league tournaments
and competitions fails to resonate and expand with the gamer community, or if advertising rates or other media placement costs increase, our business and operating results
could be harmed.
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We have a unique community culture that is vital to our success. Our operations may be materially and adversely affected if we fail to maintain this community culture as
we expand in our addressable gamer communities.
We have cultivated an interactive and vibrant online social gamer community centered around amateur online and in person gaming. We ensure a superior gamer experience by
continuously improving the user interface and features of our gaming platform along with offering a multitude of competitive and recreational gaming experiences with first tier
esports games. We believe that maintaining and promoting a vibrant community culture is critical to retaining and expanding our gamer community. We have taken multiple
initiatives to preserve our community culture and values. Despite our efforts, we may be unable to maintain our community culture and cease to be the preferred platform for
our target gamers as we expand our gamer footprint, which would be detrimental to our business operations.
The amateur esports gaming industry is intensely competitive. Gamers may prefer our competitors’ amateur leagues, competitions or tournaments over our own.
Competition in the amateur esports gaming industry generally is intense. Our competitors range from established leagues and championships owned directly, as well as leagues
franchised by, well known and capitalized game publishers and developers, interactive entertainment companies and diversified media companies to emerging start-ups, and we
expect new competitors to continue to emerge throughout the amateur esports gaming ecosystem. If our competitors develop and launch competing amateur city leagues,
tournaments or competitions, or develop a more successful amateur online gaming platform, our revenue, margins, and profitability will decline.
The amateur esports gaming industry is very “hit” driven. We may not have access to “hit” games or titles.
Select game titles dominate competitive amateur esports and online gaming, and many new games titles are regularly introduced in each major industry segment (console,
mobile and PC free-to-download). Despite the number of new entrants, only a very few “hit” titles account for a significant portion of total revenue in each segment.
The size and engagement level of our online and in person gamers are critical to our success and are closely linked to the quality and popularity of the esports game publishers
with which we have licenses. Esports game publishers on our gaming platform, including those who have entered into license agreements with us, may leave us for other
gaming platforms or amateur leagues which may offer better competition, and terms and conditions than we do. Furthermore, we may lose esports game publishers if we fail to
generate the number of gamers to our amateur tournaments and competitions expected by such publishers. In addition, if popular esports game publishers cease to license their
games to us, or our live streams fail to attract gamers, we may experience a decline in gamer traffic, direct to consumer opportunities and engagement, which may have a
material and adverse impact on our results of operations and financial conditions.
Although we have entered into multi-year agreements with certain publishers, if we fail to license multiple additional “hit” games or any of our existing licensed esports game
publishers with which we currently have a license decide to breach the license agreement or choose not to continue with us once the term of the license agreement expires, the
popularity of our amateur city leagues, tournaments and competitions may decline and the number of our gamers may decrease, which could materially and adversely affect our
results of operations and financial condition.
In addition to the esports games we have licensed, we must continue to attract and retain the most popular esports gaming titles in order to maintain and increase the popularity
of our amateur city leagues, tournaments and competitions, and ensure the sustainable growth of our gamer community. We must continue to identify and enter into license
agreements with esports gaming publishers developing “hit’ games that resonate with our community on an ongoing basis. We cannot assure you that we can continue to attract
and retain the same level of first-tier esports game publishers and our ability to do so is critical to our future success.
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We have not entered into definitive license agreements with certain game publishers that we currently have relationships with, and we may never do so.
Although we have relationships with Supercell, Epic Games, Tencent America and Capcom for experiences involving Clash Royale, Fortnite, PUBG MOBILE and Street
Fighter® V: Arcade Edition, respectively, we currently do not have definitive license agreements in place with respect to these relationships. We currently anticipate that we will
enter into license agreements with both parties in the future, however no assurances can be given as to when we will be able to come to terms agreeable to both parties, if ever. In
the event that we are not able to come to mutually agreeable terms and enter into definitive license agreements with Supercell, Epic Games, Tencent America and/or Capcom,
they may unilaterally choose to discontinue their relationship with the Company, thereby preventing us from offering experiences on our platform using Clash Royale Fortnite,
PUBG MOBILE and/or Street Fighter® V: Arcade Edition, as the case may be. Should Supercell, Epic Games, Tencent America and/or Capcom choose not to allow us to offer
experiences involving Clash Royale, Fortnite, PUBG MOBILE and/or Street Fighter® V: Arcade Edition to our users, the popularity of our amateur city leagues, tournaments
and competitions may decline and the number of our gamers may decrease, which could materially and adversely affect our results of operations and financial condition.
If we fail to keep our existing gamers highly engaged, to acquire new gamers, to successfully implement a direct to consumer model for our gaming community, our
business, profitability and prospects may be adversely affected.
Our success depends on our ability to maintain and grow the number of amateur gamers attending and participating in our in-person and online tournaments and competitions,
and using our gaming platform, and keeping our gamers highly engaged. Of particular importance is the successful deployment and expansion of our direct to consumer model
to our gaming community for purposes of creating predictable recurring revenues.
In order to attract, retain and engage amateur gamers and remain competitive, we must continue to develop and expand our city leagues, including internationally, produce
engaging tournaments and competitions, successfully license the newest “hit” esports games and titles, implement new technologies and strategies, improve features of our
gaming platform and stimulate interactions in our gamer community.
A decline in the number of our amateur gamers in our ecosystem may adversely affect the engagement level of our gamers, the vibrancy of our gamer community, or the
popularity of our amateur league play, which may in turn reduce our monetization opportunities, and have a material and adverse effect on our business, financial condition and
results of operations. If we are unable to attract and retain, or convert gamers into direct to consumer-based paying gamers, our revenues may decline, and our results of
operations and financial condition may suffer.
We cannot assure you that our online and in person gaming platform will remain sufficiently popular with amateur gamers to offset the costs incurred to operate and expand it.
It is vital to our operations that we remain sensitive and responsive to evolving gamer preferences and offer first-tier esports game content that attracts our amateur gamers. We
must also keep providing amateur gamers with new features and functions to enable superior content viewing, and social interaction. Further, we will need to continue to
develop and improve our gaming platform and to enhance our brand awareness, which may require us to incur substantial costs and expenses. If such increased costs and
expenses do not effectively translate into an improved gamer experience and direct to consumer-based, long-term engagement, our results of operations may be materially and
adversely affected.
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The ability to grow our business is dependent in part on the success and availability of mass media channels developed by third parties, as well as our ability to develop
commercially successful content, and amateur tournaments and competitions.
The success of our business is driven in part by the commercial success and adequate supply of third-party mass media channels for which we may distribute our content,
amateur league tournaments and competitions, including Twitch, YouTube and ESL.tv. Our success also depends on our ability to accurately predict which channels and
platforms will be successful with the esports gaming community, our ability to develop commercially successful content and distribute via SuperLeagueTV, which is presently
available on Twitch, amateur tournaments and competition for these channels and gaming platforms and our ability to effectively manage the transition of our gamers from one
generation or demographic to the next. Additionally, we may enter into certain exclusive licensing arrangements that affect our ability to deliver or market our amateur gaming
tournaments and competitions on certain channels and platforms. A channel or platform may not succeed as expected or new channels or platforms may take market share and
gamers away from platforms for which we have devoted significant resources. If demand for the channels or platforms for which we are developing amateur tournaments or
competitions is lower than our expectations, we may be unable to fully recover the investments we have made, and our financial performance may be harmed. Alternatively, a
channel or platform for which we have not devoted significant resources could be more successful than we initially anticipated, causing us to not be able to take advantage of
meaningful revenue opportunities.
Our business is subject to risks generally associated with the entertainment industry.
Our business is subject to risks that are generally associated with the entertainment industry, many of which are beyond our control. These risks could negatively impact our
operating results and include the popularity, price to play, and timing of release of our esports licensed games, economic conditions that adversely affect discretionary consumer
spending, changes in gamer demographics, the availability and popularity of other forms of entertainment, and critical reviews and public tastes and preferences, which may
change rapidly and cannot necessarily be predicted.
If we fail to maintain and enhance our brand or if we incur excessive expenses in this effort, our business, results of operations and prospects may be materially and
adversely affected.
We believe that maintaining and enhancing our brand is of significant importance to the success of our business. A well-recognized brand is important to increasing the number
of esports gamers and the level of engagement of our overall gaming community which is critical in enhancing our attractiveness to advertisers and sponsors. Since we operate
in a highly competitive market, brand maintenance and enhancement directly affect our ability to maintain and enhance our market position.
Although we have developed our brand and amateur tournaments and competitions through word of mouth referrals, key strategic partners and our esports game publisher
licensors, as we expand, we may conduct various marketing and brand promotion activities using various methods to continue promoting our brand. We cannot assure you,
however, that these activities will be successful or that we will be able to achieve the brand promotion effect we expect.
In addition, any negative publicity in relation to our league tournaments or competitions, or operations, regardless of its veracity, could harm our brands and reputation.
Negative publicity or public complaints from gamers may harm our reputation, and if complaints against us are not addressed to their satisfaction, our reputation and our market
position could be significantly harmed, which may materially and adversely affect our business, results of operations and prospects.
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Negative gamer perceptions about our brand, gaming platform, amateur city leagues, tournaments or competitions and/or business practices may damage our business and
increase the costs incurred in addressing gamer concerns.
Esports gamer expectations regarding the quality, performance and integrity of our amateur city league tournaments and competitions are high. Esports gamers may be critical
of our brand, gaming platform, amateur city leagues, tournaments or competitions and/or business practices for a wide variety of reasons. These negative gamer reactions may
not be foreseeable or within our control to manage effectively, including perceptions about gameplay fairness, negative gamer reactions to game content via social media or
other outlets, components and services, or objections to certain of our business practices. Negative gamer sentiment about our business practices also can lead to investigations
from regulatory agencies and consumer groups, as well as litigation, which, regardless of their outcome, may be costly, damaging to our reputation and harm our business.
Technology changes rapidly in our business and if we fail to anticipate or successfully implement new technologies or adopt new business strategies, technologies or
methods, the quality, timeliness and competitiveness of our amateur city leagues, tournaments or competition may suffer.
Rapid technology changes in the esports gaming market require us to anticipate, sometimes years in advance, which technologies we must develop, implement and take
advantage of in order to be and remain competitive in the esports gaming market. We have invested, and in the future may invest, in new business strategies including a direct to
consumer model, technologies, products, or games or first-tier game titles to continue to persistently engage the amateur gamer and deliver the best online and in person gaming
experience. Such endeavors may involve significant risks and uncertainties, and no assurance can be given that the technology we choose to adopt and the features that we
pursue will be successful. If we do not successfully implement these new technologies, our reputation may be materially adversely affected and our financial condition and
operating results may be impacted. We also may miss opportunities to adopt technology, or develop amateur city leagues, tournaments or competitions that become popular with
gamers, which could adversely affect our financial results. It may take significant time and resources to shift our focus to such technologies, putting us at a competitive
disadvantage.
Our development process usually starts with particular gamer experiences in mind, and a range of technical development and feature goals that we hope to be able to achieve.
We may not be able to achieve these goals, or our competitors may be able to achieve them more quickly and effectively than we can based on having greater operating capital
and personnel resources. If we cannot achieve our technology goals within the original development schedule, then we may delay their release until these goals can be achieved,
which may delay or reduce revenue and increase our development expenses. Alternatively, we may be required to significantly increase the resources employed in research and
development in an attempt to accelerate our development of new technologies, either to preserve our launch schedule or to keep up with our competitors, which would increase
our development expenses.
We may experience security breaches and cyber threats.
We continually face cyber risks and threats that seek to damage, disrupt or gain access to our networks and our gaming platform, supporting infrastructure, intellectual property
and other assets. In addition, we rely on technological infrastructure, including third party cloud hosting and broadband, provided by third party business partners to support the
in person and online functionality of our gaming platform. These business partners are also subject to cyber risks and threats. Such cyber risks and threats may be difficult to
detect. Both our partners and we have implemented certain systems and processes to guard against cyber risks and to help protect our data and systems. However, the
techniques that may be used to obtain unauthorized access or disable, degrade, exploit or sabotage our networks and gaming platform change frequently and often are not
detected. Our systems and processes, and the systems and processes of our third-party business partners, may not be adequate. Any failure to prevent or mitigate security
breaches or cyber risks, or respond adequately to a security breach or cyber risk, could result in interruptions to our gaming platform, degrade the gamer experience, cause
gamers to lose confidence in our gaming platform and cease utilizing it, as well as significant legal and financial exposure. This could harm our business and reputation, disrupt
our relationships with partners and diminish our competitive position.
Successful exploitation of our networks and gaming platform can have other negative effects upon the gamer experience we offer. In particular, the virtual economies that exist
in certain of our licensed game publishers’ games are subject to abuse, exploitation and other forms of fraudulent activity that can negatively impact our business. Virtual
economies involve the use of virtual currency and/or virtual assets that can be used or redeemed by a player within a particular online game or service.
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Our business could be adversely affected if our data privacy and security practices are not adequate, or perceived as being inadequate, to prevent data breaches, or by the
application of data privacy and security laws generally.
In the course of our business, we may collect, process, store and use gamer and other information, including personally identifiable information, passwords and credit card
information, the latter of which is subject to PCI-DSS compliance. Although we take measures to protect this information from unauthorized access, acquisition, disclosure and
misuse, our security controls, policies and practices may not be able to prevent the improper or unauthorized access, acquisition or disclosure of such information. The
unauthorized access, acquisition or disclosure of this information, or a perception that we do not adequately secure this information could result in legal liability, costly remedial
measures, governmental and regulatory investigations, harm our profitability and reputation and cause our financial results to be materially affected. In addition, third party
vendors and business partners receive access to information that we collect. These vendors and business partners may not prevent data security breaches with respect to the
information we provide them or fully enforce our policies, contractual obligations and disclosures regarding the collection, use, storage, transfer and retention of personal data.
A data security breach of one of our vendors or business partners could cause reputational harm to them and/or negatively impact our ability to maintain the credibility of our
gamer community.
Data privacy, data protection, localization, security and consumer-protection laws are evolving, and the interpretation and application of these laws in the United States, Europe
(including compliance with the General Data Protection Regulation), and elsewhere often are uncertain, contradictory and changing. It is possible that these laws may be
interpreted or applied in a manner that is averse to us or otherwise inconsistent with our practices, which could result in litigation, regulatory investigations and potential legal
liability or require us to change our practices in a manner adverse to our business. As a result, our reputation and brand may be harmed, we could incur substantial costs, and we
could lose both gamers and revenue.
We depend on servers to operate our games with online features and our proprietary online gaming service. If we were to lose server functionality for any reason, our
business may be negatively impacted.
Our business relies on the continuous operation of servers, some of which are owned and operated by third parties. Although we strive to maintain more than sufficient server
capacity, and provide for active redundancy in the event of limited hardware failure, any broad-based catastrophic server malfunction, a significant service-disrupting attack or
intrusion by hackers that circumvents security measures, a failure of disaster recovery service or the failure of a company on which we are relying for server capacity to provide
that capacity for whatever reason could degrade or interrupt the functionality of our platform, and could prevent the operation of our platform for both in-person and online
gaming experiences.
We also rely on networks operated by third parties to support content on our platform, including networks owned and operated by game publishers. An extended interruption to
any of these services could adversely affect the use of our platform, which would have a negative impact on our business.
Further, insufficient server capacity could also negatively impact our business. Conversely, if we overestimate the amount of server capacity required by our business, we may
incur additional operating costs.
Our online gaming platform and games offered through our gaming platform may contain defects.
Our online gaming platform and the games offered through our gaming platform are extremely complex and are difficult to develop and distribute. We have quality controls in
place to detect defects in our gaming platform before they are released. Nonetheless, these quality controls are subject to human error, overriding, and reasonable resource or
technical constraints. Further, we have not undertaken independent third-party testing, verification or analysis of our gaming platform and associated systems and controls.
Therefore, our gaming platform and quality controls and preventative measures we have implemented may not be effective in detecting all defects in our gaming platform. In
the event a significant defect in our gaming platform and associated systems and controls is realized, we could be required to offer refunds, suspend the availability of our city
league competitions and other gameplay, or expend significant resources to cure the defect, each of which could significantly harm our business and operating results.
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We may experience system failures, outages and/or disruptions of the functionality of our platform. Such failures, delays and other problems could harm our reputation
and business, cause us to lose customers and expose us to customer liability.
We may experience system failures, outages and/or disruptions of our infrastructure, including information technology system failures and network disruptions, cloud hosting
and broadband availability at in person and online experiences. Our operations could be interrupted or degraded by any damage to or failure of:
●

our computer software or hardware, or our customers’ or suppliers’ computer software or
hardware;

●

our network, our customers’ networks or our suppliers’ networks;
or

●

our connections and outsourced service arrangements with third parties.

Our systems and operations are also vulnerable to damage or interruption from:
●

power loss, transmission cable cuts and other telecommunications and utility
failures;

●

hurricanes, fires, earthquakes, floods and other natural
disasters;

●

a terrorist attack in the U.S. or in another country in which we operate;

●

interruption of service arising from facility migrations, resulting from changes in business operations including acquisitions and planned data center
migrations;

●

computer
defects;

●

loss or misuse of proprietary information or customer data that compromises security, confidentiality or integrity;
or

●

errors by our employees or third-party service
providers.

viruses

or

software

From time to time in the ordinary course of our business, our network nodes and other systems experience temporary outages. As a means of ensuring continuity in the services
we provide to our community and partners, we have invested in system redundancies via partnerships with industry leading cloud service providers, proactive alarm monitoring
and other back-up infrastructure, though we cannot assure you that we will be able to re-route our services over our back-up facilities and provide continuous service to
customers in all circumstances without material degradation. Because many of our services play a critical role for our community and partners, any damage to or failure of the
infrastructure we rely on could disrupt or degrade the operation of our network, our platform and the provision of our services and result in the loss of current and potential
community members and/or partners and harm our ability to conduct normal business operations.
We use third-party services and technologies in connection with our business, and any disruption to the provision of these services and technologies to us could result in
negative publicity and a slowdown in the growth of our users, which could materially and adversely affect our business, financial condition and results of operations.
Our business partially depends on services provided by, and relationships with, various third parties, including cloud hosting and broadband providers, among others. To this
end, when our cloud hosting and broadband vendors experience outages, our esports gaming services will be negatively impacted and alternative resources will not be
immediately available. In addition, certain third-party software we use in our operations is currently publicly available free of charge. If the owner of any such software decides
to charge users or no longer makes the software publicly available, we may need to incur significant costs to obtain licensing, find replacement software or develop it on our
own. If we are unable to obtain licensing, find or develop replacement software at a reasonable cost, or at all, our business and operations may be adversely affected.
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We exercise no control over the third-party vendors that we rely upon for cloud hosting, broadband and software service. If such third parties increase their prices, fail to
provide their services effectively, terminate their service or agreements or discontinue their relationships with us, we could suffer service interruptions, reduced revenues or
increased costs, any of which may have a material adverse effect on our business, financial condition and results of operations.
Growth and engagement of our gamer community depends upon effective interoperability with mobile operating systems, networks, mobile devices and standards that we do
not control.
We make our services available across a variety of mobile operating systems and devices. We are dependent on the interoperability of our services with popular mobile devices
and mobile operating systems that we do not control, such as Android and iOS. Any changes in such mobile operating systems or devices that degrade the functionality of our
services or give preferential treatment to competitive services could adversely affect usage of our services. In order to deliver high quality services, it is important that our
services work well across a range of mobile operating systems, networks, mobile devices and standards that we do not control. We may not be successful in developing
relationships with key participants in the mobile industry or in developing services that operate effectively with these operating systems, networks, devices and standards. In the
event that it is difficult for our users to access and use our services, particularly on their mobile devices, our user growth and user engagement could be harmed, and our
business and operating results could be adversely affected.
Our business depends substantially on the continuing efforts of our executive officers, key employees and qualified personnel, and our business operations may be severely
disrupted if we lose their services.
Our future success depends substantially on the continued efforts of our executive officers and key employees. If one or more of our executive officers or key employees were
unable or unwilling to continue their services with us, we might not be able to replace them easily, in a timely manner, or at all. Since the esports gaming industry is
characterized by high demand and intense competition for talents, we cannot assure you that we will be able to attract or retain qualified staff or other highly skilled employees.
In addition, as the Company is relatively young, our ability to train and integrate new employees into our operations may not meet the growing demands of our business which
may materially and adversely affect our ability to grow our business and hence our results of operations.
If any of our executive officers and key employees terminates their services with us, our business may be severely disrupted, our financial condition and results of operations
may be materially and adversely affected and we may incur additional expenses to recruit, train and retain qualified personnel. If any of our executive officers or key employees
joins a competitor or forms a competing company, we may lose gamers, know-how and key professionals and staff members. Certain of our executive officers and key
employees have entered into a non-solicitation and non-competition agreements with us. However, certain provisions under the non-solicitation and non-competition agreement
may be deemed legally invalid or unenforceable. If any dispute arises between our executive officers and us, we cannot assure you that we would be able to enforce these noncompete agreements.
Our business is subject to regulation, and changes in applicable regulations may negatively impact our business.
We are subject to a number of foreign and domestic laws and regulations that affect companies conducting business on the Internet. In addition, laws and regulations relating to
user privacy, data collection, retention, electronic commerce, virtual items and currency, consumer protection, content, advertising, localization, and information security have
been adopted or are being considered for adoption by many jurisdictions and countries throughout the world. These laws could harm our business by limiting the products and
services we can offer consumers or the manner in which we offer them. The costs of compliance with these laws may increase in the future as a result of changes in
interpretation. Furthermore, any failure on our part to comply with these laws or the application of these laws in an unanticipated manner may harm our business and result in
penalties or significant legal liability.
In addition, we include modes in our gaming platform that allow players to compete against each other. Although we structure and operate these skill-based competitions with
applicable laws in mind, our skill-based competitions in the future could become subject to evolving rules and regulations and expose us to significant liability, penalties and
reputational harm.
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Our online activities are subject to various laws and regulations relating to privacy and child protection, which, if violated, could subject us to an increased risk of litigation
and regulatory actions.
In addition to our gaming platform, we use third-party applications, websites, and social media platforms to promote our amateur tournaments and competitions and engage
gamers, as well as monitor and collect certain information about gamers in our online forums. A variety of laws and regulations have been adopted in recent years aimed at
protecting children using the internet such as the Children’s Online Privacy and Protection Act of 1998 (“ COPPA”). COPPA sets forth, among other things, a number of
restrictions on what website operators can present to children under the age of 13 and what information can be collected from them. COPPA is of particular concern to us, and
in an effort to minimize our risk of potential exposure, we retained a COPPA expert as a consultant and have posted a compliant privacy policy, terms of use and various other
policies on our website. We undertake significant effort to implement certain precautions to ensure that access to our gaming platform for competitive gameplay is COPPA
compliant. Despite our efforts, no assurances can be given that such measures will be sufficient to completely avoid exposure and COPPA violations, any of which could expose
us to significant liability, penalties, reputational harm and loss of revenue, among other things.
The laws and regulations concerning data privacy are continually evolving. Failure to comply with these laws and regulations could harm our business.
Consumers are able to play our licensed game titles online, using our platform. We collect and store information about our consumers both personally identifying and nonpersonally identifying information. Numerous federal, state and international laws address privacy, data protection and the collection, storing, sharing, use, disclosure and
protection of personally identifiable information and other user data. Numerous states already have, and are looking to expand, data protection legislation requiring companies
like ours to consider solutions to meet differing needs and expectations of creators and attendees. Outside the United States, personally identifiable information and other user
data is increasingly subject to legislation and regulations in numerous jurisdictions around the world, the intent of which is to protect the privacy of information that is collected,
processed and transmitted in or from the governing jurisdiction. Foreign data protection, privacy, information security, user protection and other laws and regulations are often
more restrictive than those in the United States. In particular, the European Union and its member states traditionally have taken broader views as to types of data that are
subject to privacy and data protection laws and regulations and have imposed greater legal obligations on companies in this regard. For example, in April 2016, European
legislative bodies adopted the General Data Protection Regulation (“GDPR”), which became effective on May 25, 2018. The GDPR applies to any company established in the
European Union as well as to those outside of the European Union if they collect and use personal data in connection with the offering of goods or services to individuals in the
European Union or the monitoring of their behavior. The GDPR enhances data protection obligations for processors and controllers of personal data, including, for example,
expanded disclosures about how personal information is to be used, limitations on retention of information, mandatory data breach notification requirements and onerous new
obligations on service providers. Non-compliance with the GDPR may result in monetary penalties of up to €20 million or 4% of annual worldwide revenue, whichever is
higher. In addition, some countries are considering or have passed legislation implementing data protection requirements or requiring local storage and processing of data or
similar requirements that could increase the cost and complexity of delivering our services. The GDPR and other changes in laws or regulations associated with the enhanced
protection of certain types of personal data could greatly increase our cost of providing our products and services or even prevent us from offering certain services in
jurisdictions in which we operate. The European Commission is also currently negotiating a new ePrivacy Regulation that would address various matters, including provisions
specifically aimed at the use of cookies to identify an individual’s online behavior, and any such ePrivacy Regulation may provide for new compliance obligations and
significant penalties. Any of these changes to European Union data protection law or its interpretation could disrupt and/or harm our business.
Further, following a referendum in June 2016 in which voters in the United Kingdom approved an exit from the European Union, the United Kingdom government has initiated
a process to leave the European Union, which has created uncertainty with regard to the regulation of data protection in the United Kingdom. In particular, although a Data
Protection Bill designed to be consistent with the GDPR is pending in the United Kingdom’s legislative process, it is unclear whether the United Kingdom will enact data
protection laws or regulations designed to be consistent with the GDPR and how data transfers to and from the United Kingdom will be regulated. The interpretation and
application of many privacy and data protection laws are, and will likely remain, uncertain, and it is possible that these laws may be interpreted and applied in a manner that is
inconsistent with our existing data management practices or product features. Although player interaction on our platform is subject to our privacy policies, end user license
agreements (“EULAs”), and terms of service, if we fail to comply with our posted privacy policies, EULAs, or terms of service, or if we fail to comply with existing privacyrelated or data protection laws and regulations, it could result in proceedings or litigation against us by governmental authorities or others, which could result in fines or
judgments against us, damage our reputation, impact our financial condition and/or harm our business.
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In addition to government regulation, privacy advocacy and industry groups may propose new and different self-regulatory standards that either legally or contractually apply to
us. Any inability to adequately address privacy, data protection and data security concerns or comply with applicable privacy, data protection or data security laws, regulations,
policies and other obligations could result in additional cost and liability to us, damage our reputation, inhibit sales and harm our business. Further, our failure, and/or the failure
by the various third-party service providers and partners with which we do business, to comply with applicable privacy policies or federal, state or similar international laws and
regulations or any other obligations relating to privacy, data protection or information security, or any compromise of security that results in the unauthorized release of
personally identifiable information or other user data, or the perception that any such failure or compromise has occurred, could damage our reputation, result in a loss of
creators or attendees, discourage potential creators and attendees from trying our platform and/or result in fines and/or proceedings by governmental agencies and/or users, any
of which could have an adverse effect on our business, results of operations and financial condition. In addition, given the breadth and depth of changes in data protection
obligations, ongoing compliance with evolving interpretation of the GDPR and other regulatory requirements requires time and resources and a review of the technology and
systems currently in use against the requirements of GDPR and other regulations.
The preparation of our financial statements involves the use of good faith estimates, judgments and assumptions, and our financial statements may be materially affected if
such good faith estimates, judgments or good faith assumptions prove to be inaccurate.
Financial statements prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”) typically require the use of good faith
estimates, judgments and assumptions that affect the reported amounts. Often, different estimates, judgments and assumptions could reasonably be used that would have a
material effect on such financial statements, and changes in these estimates, judgments and assumptions may occur from period to period over time. Significant areas of
accounting requiring the application of management’s judgment include, but are not limited to, determining the fair value of assets, share-based compensation and the timing
and amount of cash flows from assets. These estimates, judgments and assumptions are inherently uncertain and, if our estimates were to prove to be wrong, we would face the
risk that charges to income or other financial statement changes or adjustments would be required. Any such charges or changes would require a restatement of our financial
statements and could harm our business, including our financial condition and results of operations and the price of our securities. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” for a discussion of the accounting estimates, judgments and assumptions that we believe are the most critical to an
understanding of our financial statements and our business.
We may be held liable for information or content displayed on, retrieved from or linked to our gaming platform, or distributed to our users.
Our interactive live streaming platform enables gamers to exchange information and engage in various other online activities. Although we require our gamers to register their
real name, we do not require user identifications used and displayed during gameplay to contain any real-name information, and hence we are unable to verify the sources of all
the information posted by our gamers. In addition, because a majority of the communications on our online and in person gaming platform is conducted in real time, we are
unable to examine the content generated by gamers before they are posted or streamed. Therefore, it is possible that gamers may engage in illegal, obscene or incendiary
conversations or activities, including publishing of inappropriate or illegal content that may be deemed unlawful. If any content on our platform is deemed illegal, obscene or
incendiary, or if appropriate licenses and third-party consents have not been obtained, claims may be brought against us for defamation, libel, negligence, copyright, patent or
trademark infringement, other unlawful activities or other theories and claims based on the nature and content of the information delivered on or otherwise accessed through our
platform. Moreover, the costs of compliance may continue to increase when more content is made available on our platform as a result of our growing base of gamers, which
may adversely affect our results of operations.
Intensified government regulation of the Internet industry could restrict our ability to maintain or increase the level of traffic to our gaming platform as well as our ability
to capture other market opportunities.
The Internet industry is increasingly subject to strict scrutiny. New laws and regulations may be adopted from time to time to address new issues that come to the authorities’
attention. We may not timely obtain or maintain all the required licenses or approvals or make all the necessary filings in the future. We also cannot assure you that we will be
able to obtain the required licenses or approvals if we plan to expand into other Internet businesses. If we fail to obtain or maintain any of the required licenses or approvals or
make the necessary filings, we may be subject to various penalties, which may disrupt our business operations or derail our business strategy, and materially and adversely
affect our business, financial condition and results of operations.
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From time to time we may become involved in legal proceedings.
From time to time we may become subject to legal proceedings, claims, litigation and government investigations or inquiries, which could be expensive, lengthy, disruptive to
normal business operations and occupy a significant amount of our employees’ time and attention. In addition, the outcome of any legal proceedings, claims, litigation,
investigations or inquiries may be difficult to predict and could have a material adverse effect on our business, operating results, or financial condition.
Our amended and restated bylaws designate a state or federal court located within the State of Delaware as the exclusive forum for certain litigation that may be initiated
by our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us.
Pursuant to our amended and restated bylaws, unless we consent in writing to the selection of an alternative forum, the sole and exclusive forum for (i) any derivative action or
proceeding brought on our behalf, (ii) any action asserting a claim of breach of a fiduciary duty owed by any of our directors, officers or other employees to us or our
stockholders, (iii) any action asserting a claim against us arising pursuant to any provision of the Delaware General Corporation Law, or (iv) any action asserting a claim against
us that is governed by the internal affairs doctrine shall be a state or federal court located within the State of Delaware, in all cases subject to the court’s having personal
jurisdiction over indispensable parties named as defendants. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock shall be deemed
to have notice of and consented to this provision. The forum selection clause in our amended and restated bylaws may have the effect of discouraging lawsuits against us or our
directors and officers and may limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us.
Risks Related to Intellectual Property
We may be subject to claims of infringement of third-party intellectual property rights.
From time to time, third parties may claim that we have infringed their intellectual property rights. For example, patent holding companies may assert patent claims against us
in which they seek to monetize patents they have purchased or otherwise obtained. Although we take steps to avoid knowingly violating the intellectual property rights of others,
it is possible that third parties still may claim infringement.
Existing or future infringement claims against us, whether valid or not, may be expensive to defend and divert the attention of our employees from business operations. Such
claims or litigation could require us to pay damages, royalties, legal fees and other costs. We also could be required to stop offering, distributing or supporting esports games,
our gaming platform or other features or services which incorporate the affected intellectual property rights, redesign products, features or services to avoid infringement, or
obtain a license, all of which could be costly and harm our business.
In addition, many patents have been issued that may apply to potential new modes of delivering, playing or monetizing interactive entertainment software products and services,
such as those offered on our gaming platform or that we would like to offer in the future. We may discover that future opportunities to provide new and innovative modes of
game play and game delivery to gamers may be precluded by existing patents that we are unable to license on reasonable terms.
Our technology, content and brands are subject to the threat of piracy, unauthorized copying and other forms of intellectual property infringement.
We regard our technology, content and brands as proprietary and take measures to protect our technology, content and brands and other confidential information from
infringement. Piracy and other forms of unauthorized copying and use of our technology, content and brands are persistent, and policing is difficult. Further, the laws of some
countries in which our products are or may be distributed either do not protect our intellectual property rights to the same extent as the laws of the United States or are poorly
enforced. Legal protection of our rights may be ineffective in such countries. In addition, although we take steps to enforce and police our rights, factors such as the
proliferation of technology designed to circumvent the protection measures used by our business partners or by us, the availability of broadband access to the Internet, the
refusal of Internet service providers or platform holders to remove infringing content in certain instances, and the proliferation of online channels through which infringing
product is distributed all have contributed to an expansion in unauthorized copying of our technology, content and brands.
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Third parties may register trademarks or domain names or purchase internet search engine keywords that are similar to our registered trademark or pending trademarks,
brands or websites, or misappropriate our data and copy our gaming platform, all of which could cause confusion, divert gamers away from our gaming platform and
league tournaments, or harm our reputation.
Competitors and other third parties may purchase (i) trademarks that are similar to our trademarks and (ii) keywords that are confusingly similar to our brands or websites in
Internet search engine advertising programs and in the header and text of the resulting sponsored links or advertisements in order to divert gamers from us to their websites.
Preventing such unauthorized use is inherently difficult. If we are unable to prevent such unauthorized use, competitors and other third parties may continue to drive potential
gamers away from our gaming platform to competing, irrelevant or potentially offensive platforms, which could harm our reputation and cause us to lose revenue.
We may not be able to prevent others from unauthorized use of our intellectual property, which could harm our business and competitive position.
We regard our registered trademark and pending trademarks, service marks, pending patents, domain names, trade secrets, proprietary technologies and similar intellectual
property as critical to our success. We rely on trademark and patent law, trade secret protection and confidentiality and license agreements with our employees and others to
protect our proprietary rights.
We have invested significant resources to develop our own intellectual property and acquire licenses to use and distribute the intellectual property of others on our gaming
platform. Failure to maintain or protect these rights could harm our business. In addition, any unauthorized use of our intellectual property by third parties may adversely affect
our current and future revenues and our reputation.
Policing unauthorized use of proprietary technology is difficult and expensive. We rely on a combination of patent, copyright, trademark and trade secret laws and restrictions
on disclosure to protect our intellectual property rights. Further, we require every employee and consultant to execute proprietary information and invention agreements prior to
commencing work. Despite our efforts to protect our proprietary rights, third parties may attempt to copy or otherwise obtain and use our intellectual property or seek court
declarations that they do not infringe upon our intellectual property rights. Monitoring unauthorized use of our intellectual property is difficult and costly, and we cannot assure
you that the steps we have taken will prevent misappropriation of our intellectual property. From time to time, we may have to resort to litigation to enforce our intellectual
property rights, which could result in substantial costs and diversion of our resources.
Our patent and trademark applications may not be granted and our patent and trademark rights, once patents are issued and trademarks are registered, may be contested,
circumvented, invalidated or limited in scope, and our patent and trademark rights may not protect us effectively once issued and registered, respectively. In particular, we
may not be able to prevent others from developing or exploiting competing technologies and trademarks, which could have a material and adverse effect on our business
operations, financial condition and results of operations.
Currently, we have three patent applications pending, one registered trademark and eighteen pending trademark applications, along with licenses from game publishers to utilize
their proprietary games. For our pending patent applications and we cannot assure you that we will be granted patents pursuant to our pending applications as well as future
patent applications we intend to file. Even if our patent applications succeed, it is still uncertain whether these patents will be contested, circumvented or invalidated in the
future. In addition, the rights granted under any issued patents may not provide us with sufficient protection or competitive advantages. The claims under any patents that issue
from our patent applications may not be broad enough to prevent others from developing technologies that are similar or that achieve results similar to ours. It is also possible
that the intellectual property rights of others will bar us from licensing and from exploiting any patents that issue from our pending applications. Numerous U.S. and foreign
issued patents and pending patent applications owned by others exist in the fields in which we have developed and are developing our technology. These patents and patent
applications might have priority over our patent applications and could subject our patent applications to invalidation. Finally, in addition to those who may claim priority, any
of our pending patent and trademark applications may also be challenged by others on the basis that they are otherwise invalid or unenforceable.
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We may be held liable for information or content displayed on, retrieved from or linked to our gaming platform, or distributed to our users.
Our interactive live streaming platform enables gamers to exchange information and engage in various other online activities. Although we require our gamers to register their
real name, we do not require user identifications used and displayed during gameplay to contain any real-name information, and hence we are unable to verify the sources of all
the information posted by our gamers. In addition, because a majority of the communications on our online and in person gaming platform is conducted in real time, we are
unable to examine the content generated by gamers before they are posted or streamed. Therefore, it is possible that gamers may engage in illegal, obscene or incendiary
conversations or activities, including publishing of inappropriate or illegal content that may be deemed unlawful. If any content on our platform is deemed illegal, obscene or
incendiary, or if appropriate licenses and third-party consents have not been obtained, claims may be brought against us for defamation, libel, negligence, copyright, patent or
trademark infringement, other unlawful activities or other theories and claims based on the nature and content of the information delivered on or otherwise accessed through our
platform. Moreover, the costs of compliance may continue to increase when more content is made available on our platform as a result of our growing base of gamers, which
may adversely affect our results of operations.
Intensified government regulation of the Internet industry could restrict our ability to maintain or increase the level of traffic to our gaming platform as well as our ability
to capture other market opportunities.
The Internet industry is increasingly subject to strict scrutiny. New laws and regulations may be adopted from time to time to address new issues that come to the authorities’
attention. We may not timely obtain or maintain all the required licenses or approvals or make all the necessary filings in the future. We also cannot assure you that we will be
able to obtain the required licenses or approvals if we plan to expand into other Internet businesses. If we fail to obtain or maintain any of the required licenses or approvals or
make the necessary filings, we may be subject to various penalties, which may disrupt our business operations or derail our business strategy, and materially and adversely
affect our business, financial condition and results of operations.
From time to time we may become involved in legal proceedings.
From time to time we may become subject to legal proceedings, claims, litigation and government investigations or inquiries, which could be expensive, lengthy, disruptive to
normal business operations and occupy a significant amount of our employees’ time and attention. In addition, the outcome of any legal proceedings, claims, litigation,
investigations or inquiries may be difficult to predict and could have a material adverse effect on our business, operating results, or financial condition.
Risks Related to our Common Stock
Although out common stock is listed on the Nasdaq Capital Market, our shares are likely to be thinly traded for some time and an active market may never develop.
Although our common stock is listed on the Nasdaq Capital Market, it is likely that initially there will be a very limited trading market for our common stock, and we cannot
ensure that a robust trading market will ever develop or be sustained. Our shares of common stock may be thinly traded, and the price, if traded, may not reflect our actual or
perceived value. There can be no assurance that there will be an active market for our shares of common stock in the future. The market liquidity will be dependent on the
perception of our operating business, competitive forces, state of the esports gaming industry, growth rate and becoming cash flow profitable on a sustainable basis, among
other things. We may, in the future, take certain steps, including utilizing investor awareness campaigns, press releases, road shows, and conferences to increase awareness of
our business and any steps that we might take to bring us to the awareness of investors may require we compensate financial public relations firms with cash and/or stock. There
can be no assurance that there will be any awareness generated or the results of any efforts will result in any impact on our trading volume. Consequently, investors may not be
able to liquidate their investment or liquidate it at a price that reflects the value of the business and trading may be at an inflated price relative to the performance of our
company due to, among other things, availability of sellers of our shares. If a market should develop, the price may be highly volatile. Because there may be a low price for our
shares of common stock, many brokerage firms or clearing firms may not be willing to effect transactions in the securities or accept our shares for deposit in an account. Even if
an investor finds a broker willing to effect a transaction in the shares of our common stock, the combination of brokerage commissions, transfer fees, taxes, if any, and any other
selling costs may exceed the selling price. Further, many lending institutions will not permit the use of low-priced shares of common stock as collateral for any loans.
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Our stock price may be volatile, and you could lose all or part of your investment.
The trading price of our common stock following this offering may fluctuate substantially and may be higher or lower than the initial public offering price. This may be
especially true for companies with a small public float. The trading price of our common stock following this offering will depend on several factors, including those described
in this “Risk Factors” section, many of which are beyond our control and may not be related to our operating performance. These fluctuations could cause you to lose all or part
of your investment in our common stock since you might be unable to sell your shares at or above the price you paid in this offering. Factors that could cause fluctuations in the
trading price of our common stock include:
●

changes to
regulations;

our

●

we may not be able to compete successfully against current and future
competitors;

●

competitive pricing pressures;

●

our ability to obtain working capital financing as
required;

●

additions or departures of key personnel;

●

sales of
stock;

●

our ability to execute our business
plan;

●

operating
results
expectations;

●

loss of any strategic relationship, sponsor or
licensor;

●

any
major
management;

●

changes in accounting standards, procedures, guidelines, interpretations or principals;
and

●

economic, geo-political and other external factors.

our

industry,

including

demand

and

common

that

change

fall

in

below

our

In addition, the stock market in general, and the market for technology companies in particular, have experienced extreme price and volume fluctuations that have often been
unrelated or disproportionate to the operating performance of those companies. Broad market and industry factors, as well as general economic, political and market conditions
such as recessions or interest rate changes, may seriously affect the market price of our common stock, regardless of our actual operating performance. These fluctuations may
be even more pronounced in the trading market for our stock shortly following this offering. If the market price of our common stock after this offering does not exceed the
initial public offering price, you may not realize any return on your investment in us and may lose some or all of your investment.
In addition, in the past, following periods of volatility in the overall market and the market prices of particular companies’ securities, securities class action litigations have often
been instituted against these companies. Litigation of this type, if instituted against us, could result in substantial costs and a diversion of our management’s attention and
resources. Any adverse determination in any such litigation or any amounts paid to settle any such actual or threatened litigation could require that we make significant
payments.
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If securities industry analysts do not publish research reports on us, or publish unfavorable reports on us, then the market price and market trading volume of our common
stock could be negatively affected.
Any trading market for our common stock will be influenced in part by any research reports that securities industry analysts publish about us. We may not obtain any future
research coverage by securities industry analysts. In the event we are covered by research analysts, and one or more of such analysts downgrade our securities, or otherwise
reports on us unfavorably, or discontinues coverage of us, the market price and market trading volume of our common stock could be negatively affected.
We have not paid cash dividends in the past and do not expect to pay dividends in the future. Any return on investment will likely be limited to the value of our common
stock.
We have never paid cash dividends on our common stock and do not anticipate doing so in the foreseeable future. The payment of dividends on our common stock will depend
on earnings, financial condition and other business and economic factors affecting us at such time as our board of directors may consider relevant. If we do not pay dividends,
our common stock may be less valuable because a return on your investment will only occur if our stock price appreciates.
Since we do not anticipate paying any cash dividends on our capital stock in the foreseeable future, stock price appreciation, if any, will be your sole source of gain.
We currently intend to retain all of our future earnings, if any, to finance the growth and development of our business. In addition, the terms of any future debt agreements may
preclude us from paying dividends. As a result, appreciation, if any, in the market price of our common stock will be your sole source of gain for the foreseeable future.
Upon expiration of lock-up agreements between the underwriters of our IPO and our officers, directors and certain holders of our common stock in late-August 2019, a
substantial number of shares of our common stock could be sold into the public market, which could depress our stock price.
Our officers, directors and certain holders of our common stock, options and warrants, which represents substantially all of our outstanding shares of common stock
immediately prior to completion of our IPO, entered into lock-up agreements with the underwriters of our IPO which prohibit, subject to certain limited exceptions, the disposal
or pledge of, or the hedging against, any of their common stock or securities convertible into or exchangeable for shares of common stock for a period through August 26, 2019,
subject to extension in certain circumstances. The market price of our common stock could decline as a result of sales by our stockholders in the market after the expiration of
the lock-up period, or the perception that these sales could occur. After these lock-up period expires, many of our stockholders will have an opportunity to sell their stock for the
first time. These factors could also make it difficult for us to raise additional capital by selling stock.
Future issuances of debt securities, which would rank senior to our common stock upon our bankruptcy or liquidation, and future issuances of preferred stock, which
would rank senior to our common stock for the purposes of dividends and liquidating distributions, may adversely affect the level of return you may be able to achieve from
an investment in our common stock.
In the future, we may attempt to increase our capital resources by offering debt securities. In the event of a bankruptcy or liquidation, holders of our debt securities, and lenders
with respect to other borrowings we may make, would receive distributions of our available assets prior to any distributions being made to holders of our common stock.
Moreover, if we issue preferred stock in the future, the holders of such preferred stock could be entitled to preferences over holders of common stock in respect of the payment
of dividends and the payment of liquidating distributions. Because our decision to issue debt or preferred securities in any future offering, or borrow money from lenders, will
depend in part on market conditions and other factors beyond our control, we cannot predict or estimate the amount, timing or nature of any such future offerings or borrowings.
Holders of our common stock must bear the risk that any such future offerings we conduct or borrowings we make may adversely affect the level of return they may be able to
achieve from an investment in our common stock.
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We are an emerging growth company, and any decision on our part to comply only with certain reduced reporting and disclosure requirements applicable to emerging
growth companies could make our common stock less attractive to investors.
We are an emerging growth company, and, for as long as we continue to be an emerging growth company, we may choose to take advantage of exemptions from various
reporting requirements applicable to other public companies that are not “emerging growth companies,” including:
●

not being required to have our independent registered public accounting firm audit our internal control over financial reporting under Section 404 of the Sarbanes-Oxley
Act;

●

reduced disclosure obligations regarding executive compensation in our periodic reports and annual report on Form 10-K;
and

●

exemptions from the requirements of holding a non-binding advisory vote on executive compensation and stockholder approval of any golden parachute payments not
previously approved.

We could be an emerging growth company for up to five years following the completion of this offering. Our status as an emerging growth company will end as soon as any of
the following takes place:
●

the last day of the fiscal year in which we have more than $1.07 billion in annual
revenue;

●

the date we qualify as a “large accelerated filer,” with at least $700 million of equity securities held by nonaffiliates;

●

the date on which we have issued, in any three-year period, more than $1.0 billion in non-convertible debt securities;
or

●

the last day of the fiscal year ending after the fifth anniversary of the completion of this
offering.

We cannot predict if investors will find our common stock less attractive if we choose to rely on the exemptions afforded emerging growth companies. If some investors find
our common stock less attractive because we rely on any of these exemptions, there may be a less active trading market for our common stock and the market price of our
common stock may be more volatile.
Under the JOBS Act, emerging growth companies can also delay adopting new or revised accounting standards until such time as those standards apply to private companies.
We have elected to use this extended transition period for complying with new or revised accounting standards that have different effective dates for public and private
companies until the earlier of the date we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out of the extended transition period provided
in the JOBS Act. As a result, our financial statements may not be comparable to companies that comply with new or revised accounting pronouncements as of public company
effective dates.
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We will incur increased costs as a result of being a public company, particularly after we cease to qualify as an “emerging growth company.”
Upon completion of this offering, we will become a public company and expect to incur significant legal, accounting and other expenses that we did not incur as a private
company. The Sarbanes-Oxley Act, as well as rules subsequently implemented by the SEC and Nasdaq, impose various requirements on the corporate governance practices of
public companies. We expect these rules and regulations to increase our legal and financial compliance costs and to make some corporate activities more time-consuming and
costly. We expect to incur significant expenses and devote substantial management effort toward ensuring compliance with the requirements of Section 404 of the SarbanesOxley Act and the other rules and regulations of the SEC. For example, as a result of becoming a public company, we will need to adopt policies regarding internal controls and
disclosure controls and procedures. We also expect that operating as a public company will make it more difficult and more expensive for us to obtain director and officer
liability insurance, and we may be required to accept reduced policy limits and coverage or incur substantially higher costs to obtain the same or similar coverage. In addition,
we will incur additional costs associated with our public company reporting requirements. It may also be more difficult for us to find qualified persons to serve on our board of
directors or as executive officers. We are currently evaluating and monitoring developments with respect to these rules and regulations, and we cannot predict or estimate with
any degree of certainty the amount of additional costs we may incur or the timing of such costs.
In the past, stockholders of a public company often brought securities class action suits against the company following periods of instability in the market price of that
company’s securities. If we were involved in a class action suit, it could divert a significant amount of our management’s attention and other resources from our business and
operations, which could harm our results of operations and require us to incur significant expenses to defend the suit. Any such class action suit, whether or not successful, could
harm our reputation and restrict our ability to raise capital in the future. In addition, if a claim is successfully made against us, we may be required to pay significant damages,
which could have a material adverse effect on our financial condition and results of operations.
Because of our status as an emerging growth company, you will not be able to depend on any attestation from our independent registered public accounting firm as to our
internal control over financial reporting for the foreseeable future.
Our independent registered public accounting firm will not be required to attest to the effectiveness of our internal control over financial reporting pursuant to Section 404 of the
Sarbanes-Oxley Act until the later of the year following our first annual report required to be filed with the SEC or the date we are no longer an “emerging growth company” as
defined in the JOBS Act. Accordingly, you will not be able to depend on any attestation concerning our internal control over financial reporting from our independent registered
public accounting firm for the foreseeable future. Subsequent to the time frame above, our independent registered public accounting firm will not be required to attest to the
effectiveness of our internal control over financial reporting pursuant to the Sarbanes-Oxley Act until such time that the Company becomes an “accelerated filer,” as defined by
the SEC.
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Changes in tax laws or regulations that are applied adversely to us or our customers may have a material adverse effect on our business, cash flow, financial condition or
results of operations.
New income, sales, use or other tax laws, statutes, rules, regulations or ordinances could be enacted at any time, which could affect the tax treatment of our earnings and
adversely affect our operations, and our business and financial performance. Further, existing tax laws, statutes, rules, regulations or ordinances could be interpreted, changed,
modified or applied adversely to us. For example, on December 22, 2017, President Trump signed tax legislation into law, commonly referred to as the Tax Cuts and Jobs Act of
2017, that contains many significant changes to the U.S. tax laws. The new legislation reduced the corporate income tax rate from 34% to 21% effective January 1, 2018,
causing all of our deferred income tax assets and liabilities, including NOLs, to be measured using the new rate and which value is reflected in the valuation of these assets as of
December 31, 2017. As a result, the value of our deferred tax assets decreased by approximately $4.3 million and the related valuation allowance has been reduced by the same
amount. Our analysis and interpretation of this legislation is ongoing. Given the full valuation allowance provided for net deferred tax assets for the periods presented herein, the
change in tax law did not have a material impact on our financial statements provided herein. There may, however, be additional tax impacts identified in subsequent fiscal
periods in accordance with subsequent interpretive guidance issued by the SEC or the Internal Revenue Service. Further, there may be other material adverse effects resulting
from the legislation that we have not yet identified. No estimated tax provision has been recorded in the financial statements included herein for tax attributes that are
incomplete or subject to change.
The foregoing items could have a material adverse effect on our business, cash flow, financial condition or results of operations. In addition, it is unclear how these U.S. federal
income tax changes will affect state and local taxation, which often uses federal taxable income as a starting point for computing state and local tax liabilities. The impact of this
tax legislation on holders of our common stock is also uncertain and could be adverse. We urge our stockholders and investors to consult with our legal and tax advisors with
respect to this legislation and the potential tax consequences of investing in or holding our common stock.
We have granted, and may continue to grant, share incentive awards, which may result in increased share-based compensation expenses.
We adopted our Amended and Restated 2014 Stock Option and Incentive Plan (the “ 2014 Plan”) in October 2014, for purposes of granting share-based compensation awards to
employees, directors and consultants to incentivize their performance and align their interests with ours. We account for compensation costs for all share-based awards issued
under the 2014 Plan using a fair-value based method and recognize expenses in our statements of comprehensive loss in accordance with GAAP. Under the 2014 Plan, we are
authorized to grant options to purchase shares of common stock of our Company, restricted share units to receive shares of common stock and restricted shares of common
stock. For the nine months ended September 30, 2019 and the year ended December 31, 2018, we recorded share-based compensation expense of $2.73 million and $2.5
million, respectively, primarily related to issuances and vesting of awards under the 2014 Plan.
We believe the granting of share incentive awards is important to our ability to attract and retain employees, and we will continue to grant share incentive awards to employees
in the future. As a result, our expenses associated with share-based compensation may increase, which may have an adverse effect on our results of operations.
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ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
ITEM 5. OTHER INFORMATION
None.
ITEM 6.

EXHIBITS

(b) Exhibits
Exhibit
No.
10.1+

Description
Commercial Partnership Agreement between Super League Gaming, Inc., and ggCircuit, LLC, dated September 23, 2019.

31.1

Certification of the Principal Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2

Certification of the Principal Financial Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1

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

101.INS

XBRL Instance Document

101.SCH

XBRL Taxonomy Extension Schema

101.CAL

XBRL Taxonomy Extension Calculation Linkbase

101.DEF

XBRL Taxonomy Extension Definition Linkbase

101.LAB

XBRL Taxonomy Extension Label Linkbase

101.PRE

XBRL Taxonomy Extension Presentation Linkbase

+

Certain portions of this exhibit (indicated by “[*****]”) have been omitted as the Company has determined (i) the omitted information is not material and (ii) the
omitted information would likely cause harm to the Company if publicly disclosed.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.
SUPER LEAGUE GAMING, INC.
By

/s/ Ann Hand
Ann Hand
President and Chief Executive Officer
(Principal Executive Officer)

By

/s/ Clayton Haynes
Clayton Haynes
Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: November 14, 2019
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Exhibit 10.1
AGREEMENT
This Agreement (the “Agreement”) is effective as of the Effective Date and is between Super League Gaming, Inc., a Delaware corporation with its headquarters
located at 2906 Colorado Avenue, Santa Monica, California 90404 ( “SLG”) and ggCircuit, LLC, an Indiana limited liability company with its headquarters located at 2303
South 3rd Street, Terre Haute, Indiana 47802 (“ggCircuit”). SLG and ggCircuit are individually a “Party” and collectively the “Parties”.
Background
(A)

SLG is a leading provider of physical and digital competitive video gaming experiences that utilize a proprietary technology platform enabling gamers and spectators to
experience esports competitions in single player and multi-player formats;

(B)

ggCircuit is a technology company that provides several products via software as a service that support the business operations of esports LAN
centers;

(C)

Among those products
“ggChampions”;

(D)

SLG proposes to rebrand “ggChampions” as “Prime” (or a name to be mutually agreed by the Parties) and to commercially exploit Prime on behalf of ggCircuit;
and

(E)

ggCircuit desires for SLG to exploit Prime under its brand name “Super League Gaming” and to grant to SLG other associated rights to support the success of
Prime.

is

an

esports

competition

platform

called

Therefore, the Parties agree as follows:
1.

Definitions.
1.1 “Brand Partnerships” means those relationships with sponsors and advertisers which are procured by SLG pursuant toClause 4.1 of Schedule C.

1.2 “Brand Partnerships Net Revenues” means the gross revenues actually received by SLG through Brand Partnerships pursuant toClause 4.1 of Schedule C less (i) a
[*****] sales fee; and (ii) any payments made to ggCircuit venue customers as part of the activation of Brand Partnerships, but specifically excluding:
(A) Revenue generated by SLG through its existing [*****] agreement with [*****];

(B) The monetary or other value of products, services, coupons or other items included within the rewards platform within the ggLeap; and
(C) Revenue generated by SLG through brand partnerships associated with gameplay events or tournaments that are listed in the Events Section of
ggLeap [*****].
1.2

“Customer Data” means information, data, and other content, in any form or medium, that is collected, downloaded, or otherwise received, directly or indirectly from
an end-user by or through a membership to Super League Gaming which was accessed via ggLeap. For the avoidance of doubt, Customer Data does not include other
information obtained by ggCircuit through the access or use of the Software by any authorized user.
1.3

“Customer Platform” means that portion of ggLeap which is accessible by end-user game players within a ggCircuit customer venue.

1.4

“Effective Date” means October 1, 2019.

1.5

“Enterprise Version” means a version of ggLeap: (i) that is sold to, and utilized by, a single client of ggCircuit for its sole use, which may be customized by that user,
[*****]; (ii) which is developed for educational and other non-consumer purposes.

1.6

“ggCircuit Marks” means the names and logos of ggCircuit and ggLeap as depicted on Exhibit
1.

1.7

“ggLeap” means the software and service, as it now exists or is later developed, that serves as the esports business management platform for LAN centers, arenas,
universities, cyber cafes, end-users, and other parties, including versions designed for personal use, and all derivatives thereof and individual features.

1.8

“Intellectual Property Rights” means any and all registered and unregistered rights granted, applied for, or otherwise now or hereafter in existence under or related to
any patent, copyright, trademark, trade secret, database protection, or other intellectual property rights laws, and all similar or equivalent rights or forms of protection, in
any part of the world.

1.9

“Pass-Through Partnerships” means those relationships with sponsors and advertisers which are referred by ggCircuit to SLG pursuant toParagraph 4.2 of Schedule
C.

1.10

“Prime Net Revenues” means the gross revenues actually received by SLG from subscribers of Prime
[*****].

1.11

“SLG Marks” means the name and logo SLG as depicted on Exhibit
2.
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1.12

“Software” means (i) ggLeap, as it now exists or is later developed; (ii)[*****]; (iii) the service currently known as “ggChampions” (and later referred to as
“Prime” in this Agreement), as it now exists or is later developed, that provides a competition, virtual currency, and rewards platform; (iv) and all derivatives and
individual features of (i) through (iii).

1.13

“Standard Version” means the version of ggLeap that is typically sold to, and utilized by, one or a small number of locations of a single client of ggCircuit[*****],
and excludes Enterprise Versions.

1.14

“Third Party Partnerships” means those relationships with game publishers and other parties which are procured by SLG pursuant toParagraph 5 of Schedule C but
specifically excluding Brand Partnerships.

1.15

“Third Party Partnerships Net Revenues” means the gross revenues actually received by SLG through Third Party Partnerships
[*****].

1.16

“Term” has the meaning given to it in Section 4, inclusive of the Original Term and the Renewal Term (if
applicable).

1.17

“Territory” means Worldwide.

1.18

“User Data” means information, data, and other content, in any form or medium, that is collected, downloaded, or otherwise received, directly or indirectly from an
end-user by or through access or use of the Software.

2.

Grant of Rights and Deliverables.

2.1
Grant of Rights. ggCircuit grants to SLG, during the Term and in the Territory, the right to commercially exploit Prime (as defined in Schedule A below) and
to feature the “Super League Gaming” brand on the Customer Platform enabled through the Standard Version of ggLeap. Additional rights which ggCircuit has granted to SLG
in the Territory are detailed in the attached Schedule A. [*****]. The aforementioned notwithstanding, ggCircuit agrees to make reasonable efforts to convince customers of
Enterprise Versions or custom versions of ggLeap to accept some amount of Super League branding. Any rights not granted to SLG are specifically reserved by ggCircuit.

3.

2.2

ggCircuit Deliverables. ggCircuit will provide the services described in Schedule B.

2.3

SLG Deliverables. SLG will provide the services described in Schedule C.

Consideration.
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3.1

Rights Fees. In consideration for the rights granted by ggCircuit to SLG herein, SLG shall pay to ggCircuit the following:
(A) The sum of $340,000 payable within 30 days of the Effective Date;

(B) A quarterly fee of $150,000 payable on the 15th day of each January, April, July, and October during the Term. If the average three-month rolling
gross revenues actually received by SLG from subscribers to Prime is equal to or greater than [*****], SLG is no longer obligated to pay ggCircuit the quarterly fee from
that point forward during the Term. By way of example, [*****], then SLG is not obligated to pay ggCircuit the quarterly fee for November 2022 and thereafter.
3.2

Revenue Sharing.

(A)
Revenue from Prime. SLG shall pay to ggCircuit [*****] of Prime Net Revenues, payable each calendar quarter in arrears within 30 days of the close
of each calendar quarter;
(B)
Revenue from Brand Partnerships. SLG shall pay to ggCircuit [*****] of Brand Partnerships Net Revenues, payable each calendar quarter in arrears
within 30 days of the close of each calendar quarter;
(C)
Revenue from Pass-Through Partnerships. SLG shall pay to ggCircuit [*****] of the gross revenues actually received by SLG from Pass-Through
Partnerships, payable each calendar quarter in arrears within 30 days of the close of each calendar quarter; and
(D)
Revenue from Third Parties. SLG shall pay to ggCircuit [*****] of Third Party Partnerships Net Revenues, payable each calendar quarter in arrears
within 30 days of the close of each calendar quarter.
3.3

[*****].

3.4

Collection of Revenues.
(A)
SLG will collect fees generated from subscribers of Prime and wholesale or bulk purchases of Prime subscriptions, as well as from Brand
Partnerships, Third-Party Partnerships, and Pass-Through Partnerships.
(B)
SLG shall provide to ggCircuit within 15 days of the close of each calendar quarter a summary of (i) Prime subscriptions (including quantity and
prices paid by subscribers); and (ii) each Brand Partnership, Third-Party Partnership, and Pass-Through Partnership, which such summary will detail the length of the
agreement, the consideration

CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT, MARKED BY [*****], HAS BEEN OMITTED BECAUSE SUPER
LEAGUE GAMING, INC. HAS DETERMINED THE INFORMATION (I) IS NOT MATERIAL AND (II) WOULD LIKELY CAUSE COMPETITIVE
HARM TO SUPER LEAGUE GAMING, INC. IF PUBLICLY DISCLOSED.

for the agreement and payment schedule, any renewal provisions or rights to extend, and any other material terms.
(C)
SLG shall retain for a period of not less than two years all contracts, invoices, and other financial information relating to Prime, Brand Partnerships,
and Third-Party Partnerships (the “Accounting Materials”). During the Term and for two years thereafter, upon reasonable advance notice, SLG shall make available the
Accounting Materials to an audit firm engaged by ggCircuit at reasonable intervals no more than once annually. SLG shall pay to ggCircuit the amount of any
discrepancy plus interest in the amount of 1.5% per month. Should the audit reveal an underpayment by SLG of 5% or more, then SLG shall reimburse ggCircuit for its
reasonable costs of the audit.
4.

Term and Termination.

4.1
Term. Subject to Clauses 4.2, 4.3, and 4.4 below, this Agreement begins on the Effective Date and concludes on the fifth anniversary of the Effective Date
(the “Original Term”). Thereafter, this Agreement will automatically renew [*****] (the “Renewal Term”), subject to the following:
(A) If the average monthly gross revenue actually received by SLG from subscribers of Prime in the period commencing[*****] is greater than or
equal to [*****], the Agreement will automatically continue into the Renewal Term.
(B) If the above-referenced average monthly gross revenue threshold is not achieved, either Party may give the other Party notice of its intention
not to renew this Agreement no later than 60 days before expiration of the Original Term. If either Party makes timely notice not to renew this Agreement, then this
Agreement will terminate at midnight (Eastern time) of [*****].
4.2

Termination by Either Party.

(A)
Either Party may terminate this Agreement upon 30 days written notice if the other of them commits a material breach of this Agreement. The Party
alleging breach shall inform the breaching Party in writing of the good faith reasons it is declaring a breach. Thereafter, the breaching Party has 30 days to cure the
breach to the good faith reasonable satisfaction of the non-breaching Party. If the breaching Party has not cured the breach, then the non-breaching Party may notify the
breaching Party in writing of its intention to terminate this Agreement, which such termination will be effective on the 30 th day following written notice.
(B)
Either Party may terminate this Agreement upon 30 days written notice if there is a change in law which renders the purpose of this Agreement illegal
or commercially impractical.
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(C)
Commencing September 30, 2020, either Party may terminate this Agreement upon 60 days written notice if the average gross revenues actually
received by SLG from subscribers of Prime during any three month rolling period is not equal to or greater than:
(i)
(ii)
(iii)

[*****] per month by [*****]; or
[*****] per month by [*****]; or
[*****] per month by [*****].

(D)
Should ggCircuit notify SLG of its intent to terminate this Agreement pursuant to Clause 4.2(C)(i), SLG will have the right to continue the
Agreement as if it had achieved the revenue goal stated in Clause 4.2(C)(i) by paying ggCircuit [*****] within 30 days of receiving ggCircuit’s notice of termination.
Upon receipt of the [*****], ggCircuit shall not have the right to terminate this Agreement for a period of [*****] other than pursuant to Clause 4.4 hereunder.
(E)
Commencing with the Renewal Term, either Party may terminate this Agreement upon 60 days written notice if the average gross monthly revenues
actually received by SLG from subscribers of Prime during [*****].
4.3

Termination by ggCircuit. ggCircuit may terminate this Agreement upon [*****] written notice if, within 60 days from the launch of Prime inclusive of the
prizing section of the rewards platform, SLG is not distributing at least [*****] of rewards or prizes per month to players through the prizing section of the
rewards platform or otherwise.

4.4

Bankruptcy or Insolvency. In addition to Clause 4.2, either Party may, at its election, terminate this Agreement immediately on written notice, without the
opportunity to cure, upon the occurrence of any one of the following events:

(A)
if the other Party is adjudged as bankrupt or insolvent or a trustee is appointed after that Party has filed a petition for reorganization or arrangement
under the Federal Bankruptcy Laws, or under the laws of any State, and any such adjudication or appointment has not been vacated or stayed or set aside within thirty
(30) days from the date of the entry or granting thereof; or
(B)

if the other Party files or consents to any petition in bankruptcy or arrangement under the Federal Bankruptcy Laws, or under the laws of any State; or

(C)
a court has made a decree or issued an order appointing a receiver over the property of the other Party and such decree or order has not been vacated,
stayed or set aside within thirty (30) days from the date of the entry or granting thereof, or if the other Party applies for or consents to the appointment of a receiver.
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4.5

Effect of Termination. Upon any expiration or termination of this Agreement, except as expressly otherwise provided:
(A)

All rights, licenses, consents, and authorizations granted by either Party to the other Party will immediately terminate;

(B)

ggCircuit may disable all of SLG’s access to ggLeap; and

(C)
if ggCircuit terminates this Agreement because SLG has failed to pay any sums due, then all such sums that would have become payable had the
Agreement remained in effect until the expiration of the Term will become immediately due and payable, and SLG shall pay such sums, together with all previouslyaccrued but not yet paid sums, on receipt of an invoice from ggCircuit.
5.

Intellectual Property Rights.

5.1

ggCircuit. All right, title, and interest in and to the Software, including all Intellectual Property Rights therein, are and will remain with ggCircuit. SLG has no right,
license, or authorization with respect to the Software except as explicitly granted in this Agreement. All other rights in the Software are expressly reserved by ggCircuit.

5.2

SLG. All right, title, and interest in and to the Intellectual Property Rights of SLG are and will remain with SLG. ggCircuit has no right, license or authorization with
respect to the Intellectual Property Rights of SLG except as explicitly granted in this Agreement.

5.3

SLG Data. As between SLG and ggCircuit, SLG is and will remain the sole and exclusive owner of all right, title, and interest in and to all Customer Data, including all
Intellectual Property Rights relating thereto.

5.4

ggCircuit Data. As between SLG and ggCircuit, ggCircuit is and will remain the sole and exclusive owner of all right, title, and interest in and to all User Data,
including all Intellectual Property Rights relating thereto.

5.5

Trademark
License.
(A)
By ggCircuit. ggCircuit hereby grants to SLG the non-exclusive, royalty-free, non-transferable, limited, revocable right to use the ggCircuit Marks
during the Term solely in connection with its performance of this Agreement.
(B)
By SLG. SLG hereby grants to ggCircuit the non-exclusive, royalty-free, non-transferable, limited, revocable right to use the SLG Marks during the
Term solely in connection with its performance of this Agreement.
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(C)
No Transfer of Ownership. The approval by a Party to use its logos, trademarks or trade names in marketing or promotional materials does not grant
any ownership rights in the logos, trademarks or trade names to the other Party. The Party receiving permission to use a logo, trademark or trade name will follow all
reasonable instructions and guidelines regarding the logo, trademark or trade name from the owner of the logo, trademark or trade name, and the Party receiving
permission to use a logo, trademark or trade name will take all reasonable steps to protect the logo, trademark or trade name.
5.6

Equitable Relief. The Parties acknowledge that any use of the other Party’s intellectual property not in compliance with this Agreement will cause irreparable damage to
the other. Therefore, in the event of any such breach of this Section 5, the non-breaching Party will be entitled to obtain specific relief including, but not limited to, an
injunction enjoining any such breach or threatened breach, and to recover its reasonable attorneys’ fees and costs incurred in connection therewith. This right of
injunction is not the only legal or equitable remedy available to either Party under this Agreement.

6.

Confidentiality. Each Party acknowledges that in order for it to properly perform its duties hereunder it may gain access to or acquire knowledge or information about
the other Party that is confidential including, but not limited to, information that relates to past, present or future products, software, hardware, research development,
inventions, processes, techniques, designs or technical information, ideas, data, management or financial information relating to the other Party’s personnel and
prospective changes to personnel, marketing and planning strategies, sales strategies, promotional events, budgets, pricing, and other non-public information which the
other Party considers to be confidential (“Confidential Information”). Confidential Information excludes (i) information that is in the public domain without a breach of
this Agreement and without reliance on the Confidential Information and (ii) information the non-disclosing Party obtains from a third Party without breach of this
Agreement.

6.2
Each Party agrees that it does not have any right or interest in any of the other Party’s Confidential Information and may not, whether during the continuance
of this Agreement or after its termination, without the prior written consent of the other Party, disclose Confidential Information at any time to any person, firm, corporation,
association or other entity for any reason not related to its obligations and duties pursuant to this Agreement (except for disclosures to attorneys, accountants, and lending
sources, or disclosure in connection with enforcing its rights hereunder). Furthermore, neither Party may disclose any Confidential Information to any of its employees or to
agents except those who need to know such information to enable them to provide the agreed services. Each Party shall require its employees and agents to abide by the
provisions of this Section 6.
6.3
Each Party agrees and undertakes that, following termination or expiration of this Agreement and upon request from the disclosing Party, it will promptly
return to the disclosing Party all documents, files, computer discs and other data that contain or derive in any way from Confidential Information.
6.4

Each Party is entitled to disclose Confidential Information to the extent that it becomes compelled to disclose the Confidential Information pursuant to court or
administrative order, legal process, law, or regulation; provided, however, that before disclosure and not more than three (3) business days from its receipt of the order
or legal process or its decision that a law or regulation compels the disclosure, the Party compelled to disclose must notify the other Party of the compelled disclosure
and shall cooperate with the other Party in seeking a confidentiality agreement, protective order, or other protection of the confidentiality of the Confidential
Information.

7.

Representations and Warranties.
7.1

Mutual Representations and Warranties. Each Party represents and warrants to the other Party that:

(A)
it is duly organized, validly existing, and in good standing as a corporation or other entity under the laws of the jurisdiction of its incorporation or
other organization;
(B)
it has the full right, power, and authority to enter into and perform its obligations and grant the rights, licenses, consents, and authorizations it grants
or is required to grant under this Agreement;
(C)

that it will comply with all applicable laws in relation to its performance of this Agreement;

(D)
the execution of this Agreement by its representative whose signature is set forth at the end of this Agreement has been duly authorized by all
necessary corporate or organizational action of such party;
(E)
when executed and delivered by both parties, this Agreement will constitute the legal, valid, and binding obligation of such party, enforceable against
such party in accordance with its terms; and
(F)
that it will perform its obligations under this Agreement using personnel of required skill, experience, and qualifications and in a professional and
workmanlike manner in accordance with generally recognized industry standards for similar services and will devote adequate resources to meet its obligations under
this Agreement.
7.2

Disclaimer of Warranties. EXCEPT FOR THE EXPRESS WARRANTIES SET FORTH IN CLAUSE 7.1 ABOVE, ALL SERVICES AND SOFTWARE ARE
PROVIDED “AS IS.” BOTH PARTIES SPECIFICALLY DISCLAIM ALL IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR
PURPOSE, TITLE, AND NON-INFRINGEMENT, AND ALL WARRANTIES ARISING FROM COURSE OF DEALING, USAGE, OR TRADE PRACTICE.
WITHOUT LIMITING THE FOREGOING, NEITHER PARTY MAKES A WARRANTY OF ANY KIND THAT THE SERVICES OR SOFTWARE, OR ANY
PRODUCTS OR RESULTS OF THE USE THEREOF, WILL MEET THE OTHER PARTY’S OR ANY OTHER PERSON’S REQUIREMENTS, OPERATE
WITHOUT INTERRUPTION, ACHIEVE ANY INTENDED RESULT, BE COMPATIBLE OR WORK WITH ANY SOFTWARE, SYSTEM, OR OTHER
SERVICES, OR BE SECURE, ACCURATE, COMPLETE, FREE OF HARMFUL CODE, OR ERROR FREE.
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8.

Indemnification.

8.1

Mutual Indemnification. Each of the Parties will indemnify, defend, and hold the other Party and its respective affiliates, employees, agents, officers, and directors
(collectively, the “Indemnified Parties”) harmless, at the expense of the non-indemnified party, from any claim, action, cause of action, demand, lawsuit, arbitration,
inquiry, audit, notice of violation, proceeding, litigation, citation, summons, subpoena, or investigation of any nature, civil, criminal, administrative, regulatory, or other,
whether at law, in equity, or otherwise (an “Action”) from any and all losses, damages, deficiencies, claims, actions, judgments, settlements, interest, awards, penalties,
fines, costs, or expenses of whatever kind, including reasonable attorneys' fees and the costs of enforcing any right to indemnification hereunder and the cost of pursuing
any insurance providers (“Losses”), incurred by the Indemnified Parties as a result of any breach of this Agreement by the other Party or any of the representations or
warranties contained in Section 7, including but not limited to claims of infringement or misappropriation.

8.2

By ggCircuit. ggCircuit will indemnify, defend, and hold the SLG Indemnified Parties harmless, at its expense, from any Losses resulting from any Action by a third
party that (i) alleges SLG’s use of ggLeap as permitted by this Agreement infringes or misappropriates any such third party’s Intellectual Property Rights in the United
States; or (ii) that the coins generated through ggChampions prior to the Effective Date are illegal or infringing on any third party rights.

8.3

By SLG. SLG will indemnify, defend, and hold the ggCircuit Indemnified Parties harmless, at its expense, from any Losses resulting from an Action by a third party
arising from its advertising, promotion, and marketing of Prime and the other rights granted to it under this Agreement, and from any claim arising from a customer of
ggCircuit (or its customer, such as an end-user player) using services provided by SLG.

8.4

Indemnification Procedure. Each Party shall promptly notify the other Party in writing of any Action for which such Party believes it is entitled to be indemnified
pursuant to this Section 8. The Party seeking indemnification (the “Indemnitee”) shall cooperate with the other party (the “Indemnitor”) at the Indemnitor's sole cost
and expense. The Indemnitor shall promptly assume control of the defense and shall employ counsel reasonably acceptable to the Indemnitee to handle and defend the
same, at the Indemnitor's sole cost and expense (which such counsel may be panel counsel appointed by Indemnitor’s insurance company). The Indemnitee may
participate in and observe the proceedings at its own cost and expense with counsel of its own choosing. The Indemnitor shall not settle any Action without the
Indemnitee's prior written consent, which such consent may not be unreasonably withheld, conditioned, or delayed. If the Indemnitor fails or refuses to assume control
of the defense of such Action, the Indemnitee has the right, but no obligation, to defend against such Action, including settling such Action after giving notice to the
Indemnitor, in each case in such manner and on such terms as the Indemnitee may deem appropriate. The Indemnitee's failure to perform any obligations under this
Clause 8.4 will not relieve the Indemnitor of its obligations under this Section 8, except to the extent that the Indemnitor can demonstrate that it has been materially
prejudiced as a result of such failure.
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8.5

Mitigation. If ggLeap or any of the services provided by ggCircuit, are, or in SLG’s opinion are likely to be, claimed to infringe, misappropriate, or otherwise violate
any third-party Intellectual Property Rights, ggCircuit may, at its option and sole cost and expense:
(A)

obtain the right for SLG to continue to use the services or ggLeap as materially contemplated by this Agreement;

(B)

modify or replace the services or ggLeap, in whole or in part, to seek to make the services or ggLeap (as so modified) non-infringing;

(C)
by written notice to SLG, terminate this Agreement with respect to all or part of the services or ggLeap, and require SLG to immediately cease any
use of the services or ggLeap (or any specified part or feature thereof).
8.5

Sole Remedy. THIS SECTION 8 SETS FORTH THE PARTIES’ SOLE REMEDIES AND THE PARTIES’ SOLE LIABILITIES AND ANY OBLIGATION FOR
ANY ACTUAL, THREATENED, OR ALLEGED CLAIMS THAT THE SERVICES, GGLEAP, OR ANY SUBJECT MATTER OF THIS AGREEMENT
INFRINGES, MISAPPROPRIATES, OR OTHERWISE VIOLATES ANY INTELLECTUAL PROPERTY RIGHTS OF ANY THIRD PARTY.

9.

Limitation of Liability. EXCEPT FOR ANY CLAIMS ARISING UNDER SECTIONS 6 (CONFIDENTIALITY) OR 8 (INDEMNIFICATION), OR WHICH ARE
BASED UPON GROSS NEGLIGENCE OR INTENTIONAL MISCONDUCT, REGARDLESS OF WHETHER ANY REMEDY SET FORTH HEREIN FAILS OF
ITS ESSENTIAL PURPOSE OR OTHERWISE, TO THE EXTENT PERMITTED BY THE LAW OF THE JURSIDICTION IN WHICH THIS AGREEMENT IS
ENTERED INTO: (A) THE PARTIES WILL NOT BE LIABLE TO ONE ANOTHER FOR ANY INDIRECT, EXEMPLARY, SPECIAL, CONSEQUENTIAL, OR
INCIDENTAL DAMAGES OF ANY CHARACTER, INCLUDING, BUT NOT LIMITED TO, (i) DAMAGES FOR COMPUTER MALFUNCTION, LOSS OF
INFORMATION, LOST PROFITS AND BUSINESS INTERRUPTION, AND THE COST TO OBTAIN SUBSTITUTE SOFTWARE OR HARDWARE, or (ii) LOSS,
DAMAGE, CORRUPTION, OR RECOVERY OF DATA, OR BREACH OF DATA OR SYSTEM SECURITY, ARISING IN ANY WAY OUT OF THIS
AGREEMENT OR THE USE OF (OR INABILITY TO USE) THE SOFTWARE OR HARDWARE OF EITHER PARTY, HOWEVER CAUSED, AND WHETHER
ARISING UNDER A THEORY OF CONTRACT, TORT OR ANY OTHER LEGAL THEORY, EVEN IF ONE OF THE PARTIES WAS ADVISED OF THE
POSSIBILITY OF SUCH DAMAGES, AND (B) IN NO EVENT WILL EITHER PARTY’S LIABILITY TO THE OTHER EXCEED THE SUM PAID BY SLG TO
GGCIRCUIT IN THE TWELVE MONTHS PRECEDING THE EVENT GIVING RISE TO THE CLAIM. SOME STATES OR JURISDICTIONS DO NOT ALLOW
THE EXCLUSION OR LIMITATION OF INCIDENTAL, CONSEQUENTIAL OR SPECIAL DAMAGES, SO THE ABOVE LIMITATIONS MAY NOT APPLY;
PROVIDED, HOWEVER, THE PARTIES ARE ENTERING INTO THIS AGREEMENT ON THE EXPRESS CONDITION THAT EACH OF THEM AGREES TO
THE “DISCLAIMER OF WARRANTIES” AND “LIMITATION OF LIABILITY” PROVISIONS HEREIN.
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10.

Insurance. The Parties will each maintain the following minimum insurance coverage and will name the other Party as an additional insured: (i) General Liability in
the amount of [*****] per occurrence and [*****] in the aggregate; (ii) Hired and Non-owned Auto Liability in the amount of [*****]; (iii) Worker’s Compensation in
accordance with state statutory minimums; and (iii) Errors and Omissions, including coverage for professional liability, third party cyber liability, data breach, network
outage, service provider outage, and media liability, in the amount of [*****] per occurrence and [*****] in the aggregate.

11.

Notices. All notices, demands, or consents required or permitted in this Agreement must be in writing and hand delivered, sent by overnight courier, or mailed certified
first-class mail (postage prepaid), return receipt requested to the respective Parties at addresses stated below. Any notice required or permitted to be given by the
provisions of this Agreement will be conclusively deemed to have been received on the day it is delivered to that party by regular mail with acknowledgment of receipt
or by any commercial courier providing equivalent acknowledgment of receipt.

If to SLG:
Super League Gaming, Inc.
2906 Colorado Blvd
Santa Monica, CA 90404
Attn: Matt Edelman
If to ggCircuit:
ggCircuit, LLC
2303 South 3rd Street
Terre Haute, IN 47802
Attn: Zack Johnson
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With a copy to:
Gutwein Law
200 S. Meridian Street
Suite 420
Indianapolis, IN 46225
Attn: Wesley A. Zirkle
12.

Miscellaneous.

12.1

Surviving Terms. The provisions set forth in the following sections, and any other rights and obligations of the Parties that, by their nature, should survive termination
of this Agreement, will survive any termination or expiration of this Agreement, including Sections 4, 5, 6, 8, and 9.

12.2

Relationship of the Parties. The relationship between the Parties is that of independent contractors. Nothing contained in this Agreement may be construed as creating
any agency, partnership, joint venture, or other form of joint enterprise, employment, or fiduciary relationship between the Parties, and neither Party has authority to
contract for or bind the other Party in any manner whatsoever.

12.3

Public Announcements. Neither Party may issue or release any announcement, statement, press release, or other publicity or marketing materials relating to this
Agreement or, unless expressly permitted under this Agreement, otherwise use the other Party's trademarks, service marks, trade names, logos, domain names, or other
indicia of source, association, or sponsorship, in each case, without the prior written consent of the other Party, which consent may not be unreasonably withheld.
Notwithstanding the foregoing, the Parties agree to issue a mutually approved public announcement inclusive of a formal press release about the partnership within 30
days of the Effective Date.

12.4

Assignment. Neither Party may assign this Agreement, in whole or in part, without the prior written consent of the other, which consent may not be unreasonably
withheld or delayed. Notwithstanding the foregoing, either Party may assign this Agreement in the event of a merger, sale of substantially all of the stock, assets or
business, or other reorganization involving the assigning Party in which the assigning Party is not the surviving entity, and the other Party’s prior written consent is not
required in such instance. Without limiting the foregoing, this Agreement will bind and inure to the benefit of each Party’s permitted successors and assigns.

12.5

12.6

No Third-Party Beneficiaries. This Agreement is for the sole benefit of the Parties and their respective successors and permitted assigns and nothing herein, express or
implied, is intended to or will confer upon any other person or entity any legal or equitable right, benefit, or remedy of any nature whatsoever under or by reason of this
Agreement.
Waiver, Amendment, Modification . No waiver, amendment or modification, including by custom, usage of trade, or course of dealing, of any provision of this
Agreement will be effective unless it is in writing and signed by the Party against whom such waiver, amendment or modification is sought to be enforced. No waiver
by either Party of any default in performance on the part of the other Party or of any breach or series of breaches by the other Party of any of the terms or conditions of
this Agreement will constitute a waiver of any subsequent default in performance under this Agreement or any subsequent breach of any terms or conditions within.
Performance of any obligation required of a Party under this Agreement may be waived only by a written waiver signed by a duly authorized officer of the other Party;
such waiver will be effective only with respect to the specific obligation described therein.
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12.7

Force Majeure. Neither Party will be deemed in default of this Agreement to the extent that performance of its obligations, or attempts to cure any breach, are delayed
or prevented by reason of circumstance beyond its reasonable control, including without limitation fire, natural disaster, earthquake, accidents or other acts of God and
which renders their performance impossible (“Force Majeure”), provided that the Party seeking to delay its performance gives the other written notice of any such
Force Majeure within five (5) days after its discovery, and further provided that such Party uses its good faith efforts to cure the Force Majeure. This clause is not
applicable to any payment obligations.

12.8

Governing Law and Jurisdiction. This Agreement and any disputes arising hereunder are governed by and construed under the laws of the State of Indiana, excluding
its conflicts of law rules (so that Indiana law is applied in any dispute). This Agreement is entered into and partly performable in the State of Indiana. Accordingly,
both parties agree that they are subject to the jurisdiction of the state and federal courts serving Marion County, Indiana and any legal proceeding arising out of or in
connection with this Agreement must be brought solely in the state or federal courts located in Marion County, Indiana, and waives any objection (on the grounds of
lack of jurisdiction, or forum not convenient or otherwise) to the exercise of such jurisdiction over it by any such courts.

12.9

Equitable Relief. Each Party acknowledges and agrees that a breach or threatened breach by it would cause the other Party irreparable harm for which monetary
damages would not be an adequate remedy and that, in the event of such breach or threatened breach, the other Party will be entitled to equitable relief, including a
restraining order, an injunction, specific performance, and any other relief that may be available from any court, without any requirement to post a bond or other
security, or to prove actual damages or that monetary damages are not an adequate remedy. Such remedies are not exclusive and are in addition to all other remedies
that may be available at law, in equity, or otherwise.

12.10

Attorneys’ Fees. In the event that any action, suit, or other legal or administrative proceeding is instituted or commenced by either Party against the other Party
arising out of or related to this Agreement, the prevailing Party is entitled to recover its reasonable attorneys' fees and court costs from the non-prevailing
Party.

12.11

Entire Agreement. The Parties acknowledge that this Agreement expresses their entire understanding and agreement, and that there have been no warranties,
representations, covenants or understandings made by either Party to the other except such as are expressly set forth in this Agreement. The Parties further
acknowledge that this Agreement supersedes any and all prior agreements, written or oral, between the Parties with respect to the matters set forth herein.
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12.12
Severability. If any provision of this Agreement is found invalid or unenforceable pursuant to judicial decree or decision, the remainder will remain
valid and enforceable according to its terms. Without limiting the foregoing, it is expressly understood and agreed that each and every provision of this Agreement that provides
for a limitation of liability, disclaimer of warranties, or exclusion of damages is intended by the Parties to be severable and independent of any other provision and to be
enforced as such. Further, it is expressly understood and agreed that in the event any remedy in this Agreement is determined to have failed of its essential purpose, all other
limitations of liability and exclusion of damages set forth herein will remain in full force and effect.
12.13

Headings. The headings in this Agreement are for convenience of reference only and do not constitute part of this
Agreement.

12.14

Successors. This Agreement will inure to the benefit of, and may be enforced by, and will be binding upon the parties, and their permitted successors and
assigns.

12.15

No Construction Against Drafting Party. Each Party expressly recognizes that this Agreement results from a negotiation process in which each was represented
by counsel and contributed to the drafting of this Agreement. Given this fact, no legal or other presumptions against the Party drafting this Agreement
concerning its construction, interpretation or otherwise accrue to the benefit of any Party to this Agreement, and each Party expressly waives the right to assert
such a presumption in any proceedings or disputes connected with, arising out of, or involving this Agreement.

12.16

Counterparts. This Agreement may be executed in multiple counterparts, any of which will be deemed an original, but all of which when taken together will
constitute one and the same instrument.
This Agreement is executed by the Parties as follows:

SUPER LEAGUE GAMING, INC.

GGCIRCUIT, LLC

By: /s/ Ann Hand
Printed: Ann Hand
Title: President & CEO
Date: September 23, 2019

By: /s/ Zack Johnson
Printed: Zack Johnson
Title: CEO
Date: September 23, 2019
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SCHEDULE A
Rights Granted to SLG
Subject to Section 2 of the Agreement, ggCircuit grants the following additional rights to SLG:
1.

“Prime” Subscription Service. ggCircuit will continue to develop a consumer subscription service now known as “ggChampions Prime” (hereinafter
“Prime”).

1.1
SLG will use its commercially reasonable efforts to market and monetize Prime. SLG shall also collaborate with ggCircuit on the design and features of
Prime, based on consumer trends and market conditions, as well as its development timeline. SLG may determine, subject to the approval of ggCircuit (which such approval
may not be unreasonably withheld, conditioned, or delayed), the prices to be charged for Prime which may vary by market.
1.2

ggCircuit shall develop and maintain the Prime platform within the parameters mutually agreed by SLG.

1.3
ggCircuit agrees to offer Prime, and other SLG applications as the Parties may mutually agree, as the default selections during customer setup of ggLeap.
SLG acknowledges that ggLeap is subject to customer customization, as described below, and Super League Gaming branding and applications may be diminished or removed
accordingly.
1.4
ggCircuit agrees to offer Prime, and other Prime-related applications as the Parties may mutually agree,[*****] (the “App Store”). ggCircuit further agrees
to design the App Store so that customers and players are not able to change its design or functionality.
1.5
ggCircuit agrees to list Super League Gaming branded and Super League powered events[*****] within the section of ggLeap where events are presented to
customers and players (the “Events Section”) as depicted on Exhibit 3. [*****].
2.

[*****].

3.

Standard Version of ggLeap. Within 60 days after the Effective Date, ggCircuit will cause the Customer Platform that accompanies its Standard Version of ggLeap to
feature Super League Gaming branding as described in Clauses 3.1 and 3.2 below.

3.1
Dynamic Branding Locations. ggCircuit will place Super League Gaming branding in certain locations of ggLeap reserved for dynamic (or rotating) branding
as follows: the locations depicted as “A”, “B”, “C”, and “D” of Exhibit 4.
3.2

Static Branding Locations. ggCircuit will place Super League Gaming branding in certain static locations of ggLeap as follows:
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(A)

ggCircuit will place Super League Gaming branding on the player profile portion of the Customer Platform as depicted onExhibit 5, which will also feature Prime,
inclusive of each player’s statistics relative to Prime; and

(B)

ggCircuit will place Super League Gaming branding on the “prize vault” depicted onExhibit
6.

3.3

Make-Goods. SLG acknowledges that the design of the Customer Platform is likely to evolve over the Term and branding locations granted to SLG in thisClause 3 may
relocate, be deleted, or moved. In the event design changes of the Customer Platform result in diminished branding locations for SLG, then ggCircuit agrees to work in
good faith with SLG to provide replacement branding locations.

3.4
Reserved Branding Locations. In accordance with its practices to-date, each LAN center subscribing to the Standard Version of ggLeap will be permitted to
customize ggLeap, including the Customer Platform, on the condition that the Super League Gaming brand and at least one SLG application remains visible on the Customer
Platform. All locations of the Customer Platform that are not granted to SLG are reserved for ggCircuit or its customers.
4.

[*****].

5.

Currency and Leaderboards. Subject to Section 4 of this Schedule A, the virtual currency system and all leaderboards and similar components of ggChampions will be
branded as Super League Gaming.
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SCHEDULE B
ggCircuit Deliverables
1.

Development of Prime. Within 30 days of the Effective Date, ggCircuit will use its commercially reasonable efforts to provide SLG with a roadmap to develop Prime,
with at least defining the development period for the first 90 days. Thereafter, ggCircuit will provide SLG with a development update at least every 30 days.
Additionally, ggCircuit agrees to meet for a reasonable number of hours with SLG’s Chief Technology Officer on an ongoing basis for the purpose of mutual
understanding to better implement the terms of this Agreement.

2.

SLG Integration into ggLeap.

2.1
Player Integration into SLG. [*****]. ggCircuit will provide support and the technical integration requirements necessary for players who have opted into
creating Super League Gaming Accounts to have single sign-on, or the equivalent, among SLG, Prime, and ggLeap.
2.2
Inactive Players. At the request of SLG, but no more than once per quarter, ggCircuit will contact select customers asking for their permission to contact
inactive end-users with an email co-branded as ggCircuit, SLG, and the customer, inviting the end-user to return to the customer and try Prime and other Super League Gaming
products.
2.3

Privacy Policy. ggCircuit agrees to modify its Privacy Policy to allow the integration of players described inClause 2.1 of this Schedule
B.

2.4

Privacy Compliance. SLG acknowledges that it must abide by domestic and international privacy laws including CAN-SPAM, California Consumer Privacy Act, and
GDPR, as well as be COPPA compliant, as it relates to accessing and storing any personally identifiable information and contacting users by email or any other method.

3.

Customer Notification. Within 30 days of the Effective Date, ggCircuit will use reasonable efforts to notify customers of the Standard Versions of ggLeap that the
Customer Platform will include benefits and experiences offered by Super League Gaming. Similarly, within 10 days of the launch of Prime, ggCircuit will use
reasonable efforts to notify all such customers of ggLeap of the launch of Prime.

4.

Third Party Events. Subject to ggCircuit’s pre-existing relationships [*****] which are specifically excluded from this clause, [*****]; accordingly, ggCircuit agrees not
to organize tournaments or other events. Any such opportunity referred by ggCircuit to SLG must be activated through ggLeap and available to ggCircuit’s customers.
[*****].
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5.

Project Management. On a reasonable basis, ggCircuit shall assist with the project management associated with the Super League branded applications and gameplay
events, inclusive of facilitating positive relationships and managing communications with ggCircuit venue customers.

6.

Coins. [*****]. The Parties will collaborate to determine how coins earned prior to the launch of Prime may be able to be redeemed by players for rewards after the
launch of Prime. The Parties further agree that SLG shall in no way be obligated to take on economic liability associated with coins issued to end-users that are distinct
from the virtual currency offered through Prime.

7.

Game Developers. The Parties will collaborate to develop commercial relationships with game publishers and develop methods to increase player
engagement.

8.

[*****].
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SCHEDULE C
SLG Deliverables
SLG shall provide the following, at its sole cost and expense, to support its role in fulfilling this Agreement.
1.

SLG Resources. SLG shall provide staff resources to support the branding, marketing, administration and monetization of
Prime.

2.

SLG Event Management. SLG shall manage all Super League branded or Super League powered gameplay events, tournaments, and seasons that are permitted by this
Agreement.

3.

Third Party Events. With respect to third parties who desire to work with SLG or ggCircuit to run gameplay events, tournaments, or seasons among some or all of
ggCircuit’s customers, SLG will manage such gameplay events, inclusive of negotiating and documenting any necessary agreements between SLG and such third
parties, subject to SLG’s good faith determination that running such gameplay events, tournaments, and seasons makes business sense. [*****].

4.

Brand
Monetization.

Partnership

4.1
SLG shall provide the necessary staff resources and use reasonable efforts to monetize, via brand partnerships, the player-facing media and retail presence
that is available via the Customer Platform and ggCircuit’s base of venue customers.
4.2
In the event that ggCircuit introduces SLG to a brand partner with whom SLG does not already have a“Prior Relationship” (as defined below), and SLG
completes a revenue generating partnership with such brand partner that does not include ggCircuit, then SLG shall pay to ggCircuit the fees set forth in Clause 3.2(B) of the
Agreement. [*****].
4.3
Notwithstanding the foregoing, ggCircuit acknowledges that SLG is engaged as part of its core business in the pursuit of brand partnerships that do not
include exposure via the player-facing media or retail presence that is available via the Customer Platform and ggCircuit’s base of venue customers, and that doing so is not a
breach of this Agreement. ggCircuit acknowledges that neither ggCircuit nor its base of venue customers are entitled to the Brand Partnerships Revenue Share or any fees or
revenue share associated with such brand partnerships.
5.

Game Publisher Partnerships and Other Third
Parties.

5.1
SLG and ggCircuit shall collaborate on developing commercial opportunities with game publishers and other entities which are not Brand Partnerships for
the purposes of maximizing revenue opportunities for both Parties. ggCircuit acknowledges that SLG is engaged as part of its core business in the pursuit of game publisher and
other third party partnerships that do not include ggCircuit, and that doing so is not a breach of this Agreement. ggCircuit further acknowledges that neither ggCircuit nor its
base of venue customers are entitled to the Third Party Partnerships Revenue Share or any fees or revenue share associated with such game publisher or third party partnerships.
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5.2
In the event that ggCircuit introduces SLG to commercial opportunities which are not Brand Partnerships with whom SLG does not already have a Prior
Relationship, and SLG completes a revenue generating partnership with such third party that does not include ggCircuit, then SLG shall pay to ggCircuit the fees set forth in
Clause 3.2(D) of the Agreement.
6.

Promotion of Prime.

6.1
Special Events. Once ggCircuit has launched Prime, SLG commits to offer at least[*****] per month exclusively for Prime subscribers. In addition, SLG
will use its commercially reasonable efforts to promote Prime through various marketing channels in the markets where SLG is offering events for Prime subscribers.
6.2

Funding of Prize Vault. Within [*****] from the launch of Prime inclusive of the prizing section of the rewards platform, SLG commits to [*****] in retail value of
rewards or prizes per month in the prize vault.
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EXHIBIT 1
GGCIRCUIT MARKS
1.

GGCIRCUIT

2.

GGLEAP

3.

The
following
marks:

design
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EXHIBIT 2
SLG MARKS
1.

SUPER
GAMING

2.

SLG

3.

SUPER LEAGUE

4.

SUPERSLAB

5.

FRAMERATE

6.

The
following
marks:

LEAGUE

design
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EXHIBIT 3
LOCATION OF SLG MARKS ON EVENT SECTION
[*****]
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EXHIBIT 4
LOCATION OF SLG MARKS ON DYNAMIC BRANDING LOCATIONS
[*****]
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EXHIBIT 5
LOCATION OF SLG MARKS ON PLAYER PROFILE
[*****]
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EXHIBIT 6
LOCATION OF SLG MARKS ON PRIZE VAULT
[*****]
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULE 13A-14 OF THE SECURITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Ann Hand, President and Chief Executive Officer of Super League Gaming, Inc., certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Super League Gaming, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report.
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.
Date: November 14, 2019

/s/ Ann Hand
Ann Hand
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION PURSUANT TO RULE 13A-14 OF THE SECURITIES EXCHANGE ACT OF 1934
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Clayton Haynes, Chief Financial Officer of Super League Gaming, Inc., certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Super League Gaming, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report.
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.
Date: November 14, 2019

/s/ Clayton Haynes
Clayton Haynes
Chief Financial Officer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Super League Gaming, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Ann Hand, President and Chief Executive Officer of the Company, and Clayton Haynes, Chief
Financial Officer of the Company, each certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: November 14, 2019

/s/ Ann Hand
Ann Hand
President and Chief Executive Officer
(Principal Executive Officer)
/s/ Clayton Haynes
Clayton Haynes
Chief Financial Officer
(Principal Financial and Accounting Officer)

