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PART I
 

FINANCIAL INFORMATION
 
ITEM  1.   CONDENSED FINANCIAL STATEMENTS
 

SUPER LEAGUE GAMING, INC.
CONDENSED BALANCE SHEETS 

(Unaudited)
  

  March 31,   
December

31,  
  2021    2020  
ASSETS      
Current Assets       

Cash and cash equivalents  $ 36,742,000  $ 7,942,000 
Accounts receivable   915,000   588,000 
Prepaid expenses and other current assets   751,000   837,000 

Total current assets   38,408,000   9,367,000 
Property and equipment, net   119,000   138,000 
Intangible and other Assets, net   1,927,000   1,907,000 
Goodwill   2,565,000   2,565,000 

Total assets  $ 43,019,000  $ 13,977,000 

         
LIABILITIES AND STOCKHOLDERS’ EQUITY         
         
Current Liabilities         

Accounts payable and accrued expenses  $ 1,637,000  $ 1,829,000 
Deferred revenue   8,000   - 

Total current liabilities   1,645,000   1,829,000 
         
Long-term note payable   1,211,000   1,208,000 
         
Total liabilities   2,856,000   3,037,000 
         
Commitments and Contingencies         
         
Stockholders’ Equity         

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; 23,133,918 and 15,483,010 shares issued and outstanding

as of March 31, 2021 and December 31, 2020, respectively.   33,000   25,000 
Additional paid-in capital   149,299,000   115,459,000 
Accumulated deficit   (109,169,000)   (104,544,000)

Total stockholders’ equity   40,163,000   10,940,000 
 Total liabilities and stockholders’ equity  $ 43,019,000  $ 13,977,000 

 
 

See accompanying notes to condensed financial statements
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SUPER LEAGUE GAMING, INC.
CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)  
 

  
Three Months

Ended March 31,  
  2021   2020  
       
REVENUES  $ 788,000  $ 243,000 
         
COST OF REVENUES   342,000   117,000 
         
GROSS PROFIT   446,000   126,000 
         
OPERATING EXPENSES         

Selling, marketing and advertising   1,483,000   1,273,000 
Technology platform and infrastructure   1,603,000   1,949,000 
General and administrative   1,986,000   2,052,000 

Total operating expenses   5,072,000   5,274,000 
         
NET OPERATING LOSS   (4,626,000)   (5,148,000)
         
OTHER INCOME (EXPENSE)         

Accrued interest expense   (3,000)   - 
Other   4,000   14,000 

Total other income (expense)   1,000   14,000 
         
NET LOSS  $ (4,625,000)  $ (5,134,000)

         
Net loss attributable to common stockholders - basic and diluted         

Basic and diluted loss per common share  $ (0.23)  $ (0.60)

Weighted-average number of shares outstanding, basic and diluted   19,807,775   8,584,834 

 
 

See accompanying notes to condensed financial statements
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SUPER LEAGUE GAMING, INC.
CONDENSED STATEMENTS OF STOCKHOLDERS’ EQUITY

(Unaudited)
 

  
Three Months

Ended March 31,  
  2021   2020  
Common stock (Shares)       
Balance, beginning of period   15,483,010   8,573,922 
Issuance of common stock at $2.60 per share   3,076,924   - 
Issuance of common stock at $4.10 per share   2,926,830   - 
Issuance of common stock at $9.00 per share   1,512,499     
Stock-based compensation   134,655   21,820 
Balance, end of period   23,133,918   8,595,742 

         
Common stock (Amount):         
Balance, beginning of period  $ 25,000  $ 18,000 
Issuance of common stock at $2.60 per share (Note 5)   3,000   - 
Issuance of common stock at $4.10 per share (Note 5)   3,000   - 
Issuance of common stock at $9.00 per share (Note 5)   2,000   - 
Balance, end of period  $ 33,000  $ 18,000 

         
Additional paid-in-capital:         
Balance, beginning of period  $115,459,000  $ 99,237,000 
Issuance of common stock at $2.60 per share, net of issuance costs (Note 5)   7,924,000   - 
Issuance of common stock at $4.10 per share, net of issuance costs (Note 5)   11,927,000   - 
Issuance of common stock at $9.00 per share, net of issuance costs (Note 5)   13,540,000   - 
Stock-based compensation   411,000   677,000 
Stock option exercises   38,000   - 
Balance, end of period  $149,299,000  $ 99,914,000 

         
Accumulated Deficit:         
Balance, beginning of period  $(104,544,000)  $ (85,812,000)
Net Loss   (4,625,000)   (5,134,000)
Balance, end of period   (109,169,000)   (90,946,000)
Total stockholders’ equity  $ 40,163,000  $ 8,986,000 

 
 

See accompanying notes to condensed financial statements
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SUPER LEAGUE GAMING, INC.
CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
 

  
Three Months

Ended March 31,  
  2021   2020  
CASH FLOWS FROM OPERATING ACTIVITIES       
Net loss  $ (4,625,000)  $ (5,134,000)
Adjustments to reconcile net loss to net cash used in operating activities:         

Depreciation and amortization   266,000   525,000 
Stock-based compensation   411,000   702,000 
Changes in assets and liabilities:         

Accounts receivable   (327,000)   (76,000)
Prepaid expenses and other current assets   86,000   (560,000)
Accounts payable and accrued expenses   (192,000)   1,242,000 
Deferred revenue   8,000   (87,000)
Accrued interest on note payable   3,000   - 

Net cash used in operating activities   (4,370,000)   (3,388,000)
         
CASH FLOWS FROM INVESTING ACTIVITIES         

Purchase of property and equipment   (2,000)   (4,000)
Capitalization of software development costs   (192,000)   (240,000)
Acquisition of other intangible assets   (73,000)   (39,000)

Net cash used in investing activities   (267,000)   (283,000)
         
CASH FLOWS FROM FINANCING ACTIVITIES         
       Proceeds from issuance of common stock, net of issuance costs (Note 5)   33,399,000   - 

Proceeds from common stock option exercises   38,000   - 
Net cash provided by financing activities   33,437,000   - 

         
INCREASE IN CASH   28,800,000   (3,671,000)
Cash – beginning of period   7,942,000   8,442,000 
Cash – end of period  $ 36,742,000  $ 4,771,000 

 
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 leading gaming community and content plaNorm that gives everyday gamers and creators
mulFple ways to connect and engage with others while enjoying the video games they love. Powered by patented, proprietary technology systems, Super League offers
players the ability to create gameplay-driven experiences they can share with friends, the opportunity to watch live streaming broadcasts and gameplay highlights across
digital and social channels, and the chance to compete in events and challenges designed to celebrate victories and achievements across mulFple skill levels. With gameplay
and content offerings featuring more than a dozen of the top video game Ftles in the world, Super League is building a broadly inclusive, global brand at the intersecFon of
gaming, experiences and entertainment. Whether to access its expanding direct audience of young gamers, creators and esports players, or to leverage the company’s
remote video producFon division, Virtualis Studios, third parFes ranging from consumer brands, video game publishers, professional esports teams, tradiFonal sports
organizations, video content producers, and more, are turning to Super League to provide integrated solutions that drive business growth.
 
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.
 
Proposed Acquisition of Mobcrush Streaming, Inc.
  
On March 9, 2021, we entered into an Agreement and Plan of Merger (the “MC Merger Agreement”) by and among Mobcrush Streaming, Inc. (“Mobcrush”), the Company,
and SLG Merger Sub II, Inc., a wholly-owned subsidiary of the Company (“Merger Co”). The MC Merger Agreement provides for the acquisiFon of Mobcrush by Super League
pursuant to the merger of Merger Co with and into Mobcrush, with Mobcrush as the surviving corporaFon (the “Merger”). Upon compleFon of the Merger, Mobcrush will be
a wholly-owned subsidiary of the Company.
 
In accordance with the terms and subject to the condiFons of the MC Merger Agreement: (A) each outstanding share of Mobcrush common stock ("Mobcrush Common
Stock") and Mobcrush preferred stock ("Mobcrush Preferred Stock", and with the Mobcrush Common Stock, the "Mobcrush Stock") (other than dissenFng shares) will be
canceled and converted into the right to receive (i) 0.528 shares of Super League’s common stock, as determined in the MC Merger Agreement (the “Share Conversion
RaFo”), and (ii) any cash in lieu of fracFonal shares of common stock otherwise issuable under the MC Merger Agreement (the "Merger ConsideraFon"). Subject to certain
adjustments and other terms and condiFons more specifically set forth in the MC Merger Agreement, we will be issuing 12,582,204 shares of the Company’s common stock
as the Merger ConsideraFon. The MC Merger Agreement contains representaFons, warranFes and covenants of each of the parFes thereto that are customary for
transacFons of this type. On April 20, 2021, we entered into an amendment to the MC Merger Agreement (the “Merger Agreement Amendment”). For informaFon regarding
the Merger Agreement Amendment, please see Note 6, Subsequent Events, below.
 
The obligaFons of Super League and Mobcrush to consummate the Merger are subject to certain closing condiFons, including, but not limited to, (i) the approval of
Mobcrush's and our shareholders, (ii) Mobcrush and our reaching an agreement as to the treatment of Mobcrush's unvested opFons exercisable for shares of Mobcrush
Common Stock, which agreement was reached on April 20, 2021, (iii) receipt of any necessary regulatory approvals, (iv) the execuFon and delivery of certain support
agreements pursuant to which officers, directors and certain stockholders of Super League and Mobcrush agree to vote in favor any and all stockholder proposals related to
the Merger, and (v) the execuFon and delivery of the RegistraFon Rights Agreement, pursuant to which we provided Mobcrush stockholders with certain registraFon rights
for the shares of common stock issuable as Merger ConsideraFon. We filed our DefiniFve Proxy Statement (the “Proxy”) with the SEC on April 30, 2021, inviFng our
stockholders of record to aGend the 2021 annual meeFng of stockholders of Super League Gaming, Inc., to be held at 10:00 a.m., Pacific Time, on May 27, 2021. In addiFon
to certain rouFne maGers, the Proxy requests our stockholders to approve of the issuance of a total of 12,582,204 shares of our common stock in exchange for all issued and
outstanding securiFes of Mobcrush pursuant to the MC Merger Agreement (the “Mobcrush Issuance Proposal”). The proxy discloses that the request of our stockholders to
approve of the Mobcrush Issuance Proposal is being made in order to comply with Listing Rule 5635 of the Nasdaq Stock Market.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Basis of Presentation
 
The accompanying condensed financial statements have been prepared in accordance with accounFng principles generally accepted in the United States of America (“U.S.
GAAP”) for interim financial informaFon and with the instrucFons to Form 10-Q and Rule 8-03 of RegulaFon S-X.  Accordingly, certain informaFon and footnotes required by
U.S. GAAP in annual financial statements have been omiGed or condensed in accordance with quarterly reporFng requirements of the SecuriFes and Exchange Commission
(“SEC”).  These interim financial statements should be read in conjunction with our audited financial statements for the year ended December 31, 2020 included in our Annual
Report on Form 10-K for the year ended December 31, 2020, filed with the SEC on March 19, 2021.
 
The year-end condensed balance sheet data was derived from audited financial statements, but does not include all disclosures required by U.S. GAAP.
 
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 posiFon as of March 31, 2021, and results of its operaFons and its cash flows for the interim periods presented.  The results of
operations for the three months ended March 31, 2021 are not necessarily indicative of the results to be expected for the entire fiscal year.
 
Reclassifications
 
Certain reclassificaFons to operaFng expense line items have been made to prior year amounts for consistency and comparability with the current year’s financial statements
presentation. These reclassifications had no effect on the reported total operating expenses for the periods presented.
 
Use of Estimates
 
The preparaFon of financial statements in conformity with U.S. GAAP requires management to make esFmates and assumpFons that affect the reported amounts of assets
and liabiliFes and disclosure of conFngent assets and liabiliFes at the date of the financial statements and the reported amounts of revenues and expenses during the
reporFng period. Actual results could differ from these esFmates. The Company believes that, of the significant accounFng policies described herein, the accounFng policies
associated with revenue recogniFon, stock-based compensaFon expense, capitalized internal-use-soWware costs, and valuaFon allowances against net deferred tax assets,
require its most difficult, subjective or complex judgments.
 
Revenue Recognition
 
Revenue is recognized when the Company transfers promised goods or services to customers in an amount that reflects the consideraFon to which the Company expects to
be enFtled in exchange for those goods and services. In this regard, revenue is recognized when: (i) the parFes to the contract have approved the contract (in wriFng, orally,
or in accordance with other customary business pracFces) and are commiGed to perform their respecFve obligaFons; (ii) the enFty can idenFfy each party’s rights regarding
the goods or services to be transferred; (iii) the enFty can idenFfy the payment terms for the goods or services to be transferred; (iv) the contract has commercial substance
(that is, the risk, Fming, or amount of the enFty’s future cash flows is expected to change as a result of the contract); and (v) it is probable that the enFty 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.
 
TransacFon prices are based on the amount of consideraFon to which we expect to be enFtled in exchange for transferring promised goods or services to a customer,
excluding amounts collected on behalf of third parFes, if any. We consider the explicit terms of the revenue contract, which are typically wriGen and executed by the parFes,
our customary business pracFces, the nature, Fming, and the amount of consideraFon promised by a customer in connecFon with determining the transacFon price for our
revenue arrangements. Refunds and sales returns historically have not been material.
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Super League generates revenues from (i) advertising, serving as a marketing channel for brands and advertisers to reach their target audiences of gamers across our network,
(ii) content, curaFng and distribuFng esports and entertainment content for our own network of digital channels and media and entertainment partner channels and (iii)
direct to consumer offers including digital subscriptions, digital goods, gameplay access fees and merchandise sales.
 
Revenue billed or collected in advance is recorded as deferred revenue until the event occurs or until applicable performance obligations are satisfied.
 
Advertising and Sponsorships:
 
AdverFsing revenue primarily consists of direct sales acFvity along with sales of programmaFc display and video adverFsing units  to third-party adverFsers and exchanges.
Advertising arrangements typically include contract terms for time periods ranging from several days to several weeks in length.
 
For adverFsing arrangements that include performance obligaFons saFsfied over Fme, customers typically simultaneously receive and consume the benefits under the
arrangement as we saFsfy our performance obligaFons, over the applicable contract term. As such, revenue is recognized over the contract term based upon esFmates of
progress toward complete saFsfacFon of the contract performance obligaFons (typically uFlizing a Fme, effort or delivery-based method of esFmaFon). Revenue from
shorter term adverFsing arrangements that provide for a contractual delivery or performance date is recognized when performance is substanFally complete and or delivery
occurs. Payments are typically due from customers during the term of the arrangement for longer-term campaigns, and once delivery is complete for shorter-term
campaigns.
 
Sponsorship revenue arrangements may include: exclusive or non-exclusive Ftle sponsorships, markeFng benefits, official product status exclusivity, product visibly and
addiFonal infrastructure placement, social media rights, rights to on-screen acFvaFons and promoFons, display material rights, media rights, hospitality and Fckets and
merchandising rights. Sponsorship revenues also include 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’ distribuFon channels.
Sponsorship arrangements typically include contract terms for time periods ranging from several weeks or months to terms of twelve months in length.
 
For sponsorship arrangements that include performance obligaFons saFsfied over Fme, customers typically simultaneously receive and consume the benefits under the
agreement as we saFsfy our performance obligaFons, over the applicable contract term. As such, revenue is recognized over the contract term based upon esFmates of
progress toward complete saFsfacFon of the contract performance obligaFons (typically uFlizing a Fme, effort or delivery-based method of esFmaFon). Payments are
typically due from customers during the term of the arrangement.
 
Revenue from sponsorship arrangements for one-off branded experiences and/or the development of content tailored specifically for our partners’ distribuFon channels that
provide for a contractual delivery or performance date, is recognized at a point in time, when performance is substantially complete and or delivery occurs.
 
Content
 
Content sales revenue is generated in connecFon with our curaFon and distribuFon of esports and entertainment content for our own network of digital channels and media
and entertainment partner channels. We distribute three primary types of content for syndicaFon and licensing, including: (1) our own original programming content, (2) user
generated content (“UGC”), including online gameplay and gameplay highlights, and (3) the creation of content for third parties utilizing our remote production and broadcast
technology.
 
For content arrangements that include performance obligaFons saFsfied over Fme, customers typically simultaneously receive and consume the benefits under the
arrangement as we saFsfy our performance obligaFons, over the applicable contract term. As such, revenue is recognized over the contract term based upon esFmates of
progress toward complete saFsfacFon of the contract performance obligaFons (typically uFlizing a Fme, effort or delivery-based method of esFmaFon). Revenue from
shorter term content sales arrangements that provide for a contractual delivery or performance date is recognized when performance is substanFally complete and or
delivery occurs. Payments are typically due from customers during the term of the arrangement for longer-term campaigns, and once delivery is complete for shorter-term
campaigns.
 
Payments are typically due from customers during the term of the arrangement for longer-term campaigns, and once delivery is complete for shorter-term campaigns. 
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Direct to Consumer:
 
Direct to consumer revenues primarily consist of primarily monthly digital subscripFon fees, and sales of digital goods and merchandise. SubscripFon revenue is recognized in
the period the services are rendered. Payments are typically due from customers at the point of sale.
  
Revenue was comprised of the following for the periods presented:
 
   Three Months Ended  
   March 31,  
  2021   2020  
Advertising and sponsorships  $ 558,000  $ 207,000 
Content sales   166,000   21,000 
Direct to consumer   64,000   15,000 
  $ 788,000  $ 243,000 

 
For the three months ended March 31, 2021 and 2020, 55% and 21% of revenues were recognized at a single point in Fme, and 45% and 79% of revenues were recognized
over time, respectively.
 
Cost of Revenues
 
Cost of revenues includes direct costs incurred in connecFon with the saFsfacFon of performance obligaFons under our revenue arrangements including direct labor, creaFve
and broadcast related contract services, talent and influencers, content capture and production services, direct marketing, prizing, platform costs and venue fees.
 
Advertising
 
Gaming experience and Super League brand related adverFsing costs include the cost of ad producFon, social media, print media, markeFng, promoFons, and
merchandising. The Company expenses adverFsing costs as incurred. AdverFsing costs are included in selling, markeFng and adverFsing expenses in the accompanying
statements of operations. Advertising expenses for the three months ended March 31, 2021 and 2020 were $134,000 and $67,000, respectively.
 
Technology Platform and Infrastructure Costs
 
Technology plaNorm and infrastructure costs include (i) allocated personnel costs, including salaries, noncash stock compensaFon, taxes and benefits related to our internal
soWware developers and engineers, employed by Super League, engaged in the operaFon, maintenance, management, administraFon, tesFng and enhancement of our
proprietary gaming and content technology plaNorm, (ii) third-party contract soWware development and engineering resources engaged in developing and enhancing our
proprietary gaming and content technology plaNorm (iii) the amorFzaFon of capitalized internal use soWware costs, and (iv) technology plaNorm related cloud services,
broadband and other technology platform costs. 
 
Intangible Assets
 
Intangible assets primarily consist of (i) internal-use soWware development costs, (ii) domain name, copyright and patent registraFon costs, (iii) commercial licenses and
branding rights and (iv) other intangible assets, which are recorded at cost and amorFzed using the straight-line method over the esFmated useful lives of the assets, ranging
from three to 10 years.
 
SoWware development costs incurred to develop internal-use soWware during the applicaFon development stage are capitalized and amorFzed on a straight-line basis over
the soWware’s esFmated useful life, which is generally three years. SoWware 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 exisFng internal-use soWware that result in addiFonal
functionality are capitalized and amortized on a straight-line basis over the applicable estimated useful life.
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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 esFmated 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 condiFons 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
 
CompensaFon expense for stock-based awards is measured at the grant date, based on the esFmated 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 vesFng period of the equity award) which is generally two to four years. CompensaFon expense
for awards with performance condiFons that affect vesFng 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 opFon and common stock purchase warrant awards is esFmated on the date of grant uFlizing the Black-Scholes-Merton opFon pricing
model. The Company uFlizes the simplified method for esFmaFng the expected term for opFons granted to employees due to the lack of available or sufficient historical
exercise data for the Company for the applicable options terms. The Company accounts for forfeitures of awards as they occur.
 
Grants of equity-based awards (including warrants) to non-employees in exchange for consulFng or other services are accounted for using the grant date fair value of the
equity instruments issued.
 
Noncash stock-based compensation expense for the periods presented was included in the following financial statement line items:  
 

  
Three Months

Ended March 31,  
  2021   2020  
Sales, marketing and advertising  $ 183,000  $ 173,000 
Technology platform and infrastructure     33,000   89,000 
General and administrative     195,000   440,000 
Total noncash stock compensation expense  $ 411,000  $ 702,000 

 
Equity Financing Costs
 
Specific incremental costs directly aGributable to a proposed or actual offering of securiFes 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 determinaFon is
made. Deferred financing costs, if any, are included in other current assets in the accompanying balance sheet. For the three months ended March 31, 2021 and 2020,
financing costs charged against gross proceeds in connection with equity financings totaled $215,000 and $0, respectively.
 
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, and vendors whose accounts payable balances individually represented 10% or
more of the Company’s total accounts payable, as follows:
 
For the three months ended March 31, 2021 and 2020, three customers accounted for 43% and four customers accounted for 79% of revenue, respecFvely. At March 31,
2021, five customers accounted for 58% of accounts receivable. At December 31, 2020, two customers accounted for 39% of accounts receivable. At March 31, 2021, one
vendor accounted for 25% of accounts payable. At December 31, 2020, three vendors accounted for 52% of accounts payable.
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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 diluFve effect of common stock equivalents. PotenFally diluFve common stock equivalents primarily consist of employee stock opFons, warrants issued to
employees and non-employees in exchange for services and warrants issued in connecFon with financings. All outstanding stock opFons, restricted stock units and warrants,
totaling 4,364,000 and 4,470,000 at March 31, 2021 and December 31, 2020, respecFvely, have been excluded from the computaFon of diluted loss per share because the
effect of inclusion would have been anti-dilutive. 
  
Recent Accounting Guidance
 
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 liabiliFes on the balance sheet. The new guidance is to be applied
using a modified retrospecFve approach at the beginning of the earliest comparaFve periods in the financial statements and is effecFve for fiscal years beginning aWer
December 15, 2021 and early adopFon is permiGed. The Company is evaluaFng the impact that this guidance will have on its financial posiFon, results of operaFons and
financial statement disclosures.
 
In June 2016, the FASB issued guidance on the measurement and recogniFon of credit losses on most financial assets. For trade receivables, loans, and held-to-maturity debt
securiFes, the current probable loss recogniFon methodology is being replaced by an expected credit loss model. For available-for-sale debt securiFes, the recogniFon model
on credit losses is generally unchanged, except the losses will be presented as an adjustable allowance. The guidance will be applied retrospecFvely with the cumulaFve
effect recognized as of the date of adopFon. The guidance will become effecFve 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 adopFng this
new accounting guidance will have on its financial statements and footnote disclosures. 
 
3.     INTANGIBLE AND OTHER ASSETS
 
Intangible and other assets consisted of the following for the periods presented:
 

  
March 31,

2021   

December
31,

2020  
    (Unaudited)     
Capitalized software development costs  $ 3,483,000  $ 3,291,000 
Trade name   189,000   189,000 
Domain   68,000   68,000 
Copyrights and other   507,000   435,000 
   4,247,000   3,983,000 
Less: accumulated amortization   (2,320,000)   (2,076,000)
Intangible and other assets, net  $ 1,927,000  $ 1,907,000 

 
AmorFzaFon expense totaled $244,000 and $493,000 for the three months ended March 31, 2021 and 2020, respecFvely. In April 2020, we amended an arrangement with a
third party terminaFng certain rights and licenses from a prior agreement, as amended, focused on in-person gameplay in gaming centers, and securing other rights and
licenses from the third party, focused on online play at home. As a result of the terminaFon of the rights and licenses related to the prior arrangement, the Company
accelerated the amorFzaFon of the remaining balance related to the prior rights and licenses, totaling $306,000, which is included in technology plaNorm and infrastructure
expense in the accompanying statement of operations for the three months ended March 31, 2020.
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4.        NOTE PAYABLE
 
Long-Term Note Payable
 
On May 4, 2020, the Company entered into a potenFally forgivable loan from the U.S. Small Business AdministraFon (“SBA”) resulFng in net proceeds of $1,200,047 pursuant
to the Paycheck ProtecFon Program (“PPP”) enacted by Congress under the CARES Act administered by the SBA (the “PPP Loan”). To facilitate the PPP Loan, the Company
entered into a Note Payable Agreement with a bank (the “Lender”) (the “PPP Loan Agreement”).
 
The PPP Loan will mature on May 4, 2022. However, under the CARES Act and the PPP Loan Agreement, all payments of both principal and interest will be deferred unFl at
least December 4, 2020. The PPP Loan accrues interest at a rate of 1.00% per annum, and interest will conFnue to accrue throughout the period the PPP Loan is outstanding,
or unFl it is forgiven. The Company has applied for forgiveness of all loan proceeds used to pay payroll costs and other qualifying expenses during the 24-week period
following receipt of the loan, and believes that the Company maintained its employment and compensaFon within applicable parameters during such period. The Company’s
forgiveness applicaFon is currently awaiFng review and processing with the SBA. Any amounts forgiven will not be included in the Company’s taxable income. As specifically
intended under the program, the PPP Loan, together with our cost savings iniFaFves, helped us to conFnue operaFons without salary reducFons, layoffs or furloughs, during
the challenging and uncertain economic environment created by the COVID-19 pandemic.
 
The PPP Loan is accounted for as a financial liability in accordance with FASB ASC 470, “Debt” and interest is accrued in accordance with the interest method. AddiFonal
interest is not imputed at a market rate pursuant to a scope exception for interest rates prescribed by governmental agencies under the applicable guidance.
 
The proceeds from the PPP Loan are recorded as a long-term liability on the balance sheet unFl either (1) the loan is, in part or wholly, forgiven and the company has been
“legally released” or (2) the Company pays off the loan to the Lender. Once the loan is, in part or wholly, forgiven, and legal release is received, the Company will reduce the
liability by the amount forgiven and record a gain on extinguishment in the statement of operations in the period of extinguishment.
 
5. STOCKHOLDERS’ EQUITY
 
Financing Activities
 
In January 2021, the Company issued 3,076,924 shares of common stock at a price of $2.60 per share, raising aggregate net proceeds of approximately $8.0 million, aWer
deducting offering expenses totaling $73,000.
 
In February 2021, the Company issued 2,926,830 shares of common stock at a price of $4.10 per share, raising aggregate net proceeds of approximately $12.0 million, aWer
deducting offering expenses totaling $70,000.
 
In March 2021, the Company issued 1,512,499 shares of common stock at a price of $9.00 per share, raising aggregate net proceeds of approximately $13.6 million, aWer
deducting offering expenses totaling $72,000.
 
The offerings described above were made pursuant to an effecFve shelf registraFon statement on Form S-3, which was originally filed with the SecuriFes and Exchange
Commission on April 10, 2020 (File No. 333-237626). The net proceeds from these offerings are intended to be used for working capital and other general corporate
purposes, including sales and markeFng acFviFes, product development and capital expenditures. The Company may also use a porFon of the net proceeds for the
acquisition of, or investment in, technologies, solutions or businesses.
 
6. SUBSEQUENT EVENTS
 
The Company evaluated subsequent events for their potenFal impact on the financial statements and disclosures through the date the financial statements were available to
be issued and determined that, except as set forth below, no subsequent events occurred that were reasonably expected to impact the financial statements presented
herein.
 
Amendment to MC Merger Agreement
 
On April 20, 2021, the Company and Mobcrush entered into Amendment No. 1 to the MC Merger Agreement, pursuant to which the MC Merger Agreement was modified as
follows: (i) the termination date was extended to June 30, 2021, and (ii) all vested options of Mobcrush Common Stock will be exercised prior to the consummation of Merger,
and all unvested options will be cancelled. Any and all vested options exercised prior to the closing of the Merger will not increase the 12,582,204 shares of the Company’s
common stock expected to be issued to Mobcrush equity holders as Merger Consideration.
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ITEM 2.   MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 
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 condi4on and results of opera4ons in conjunc4on 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 Sec4on 27A of the Securi4es Act of 1933, as amended (the “Securi4es Act”) and Sec4on 21E of the
Securi4es Exchange Act of 1934, as amended (the “Exchange Act”), including, without limita4on, statements regarding our expecta4ons, beliefs, inten4ons or future strategies
that are signified by the words “expect,” “an4cipate,” “intend,” “believe,” or similar language. All forward-looking statements included in this document are based on
informa4on available to us on the date hereof, and we assume no obliga4on to update any such forward-looking statements. Our business and financial performance are
subject to substan4al risks and uncertain4es. Actual results could differ materially from those projected in the forward-looking statements. In evalua4ng our business, you
should carefully consider the informa4on set forth under the heading “Risk Factors” included Part I, Item 1A of our Annual Report on Form 10-K for the year ended
December 31, 2020, as well as in Item II, Part 1A of this Quarterly Report on Form 10-Q (this “Report”). Readers are cau4oned not to place undue reliance on these forward-
looking statements.
 
Overview
 
Super League Gaming is a leading gaming community and content plaNorm that gives everyday gamers and creators mulFple ways to connect and engage with others while
enjoying the video games they love. Powered by patented, proprietary technology systems, Super League offers players the ability to create gameplay-driven experiences
they can share with friends, the opportunity to watch live streaming broadcasts and gameplay highlights across digital and social channels, and the chance to compete in
events and challenges designed to celebrate victories and achievements across mulFple skill levels. With gameplay and content offerings featuring more than a dozen of the
top video game Ftles in the world, Super League is building a broadly inclusive, global brand at the intersecFon of gaming, experiences and entertainment. Whether to access
its expanding direct audience of young gamers, creators and esports players, or to leverage the company’s remote video producFon division, Virtualis Studios, third parFes
ranging from consumer brands, video game publishers, professional esports teams, tradiFonal sports organizaFons, video content producers, and more, are turning to Super
League to provide integrated solutions that drive business growth.
 
First Quarter 2021 Developments
 
Registered Direct Offerings. During the quarter ended March 31, 2021, we offered and sold to certain institutional investors an aggregate total of 7,516,253 shares of common
stock in registered direct offerings pursuant to our effecFve shelf registraFon statement on Form S-3, which was originally filed with the SecuriFes and Exchange Commission
on April 10, 2020 (File No. 333-237626). We received aggregate net proceeds of approximately $33.6 million, after deducting offering expenses.
 
Mobcrush Merger Agreement. On March 9, 2021, we entered into an Agreement and Plan of Merger (the “MC Merger Agreement”) with Mobcrush Streaming, Inc.
(“Mobcrush”) and SLG Merger Sub II, Inc., a wholly-owned subsidiary of Super League (“Merger Co”). The MC Merger Agreement provides for the acquisiFon of Mobcrush by
us pursuant to the merger of Merger Co with and into Mobcrush, with Mobcrush as the surviving corporaFon (the “Merger”). Upon compleFon of the Merger, Mobcrush will
be a wholly-owned subsidiary of Super League.
 
In accordance with the terms and subject to the condiFons of the MC Merger Agreement: (A) each outstanding share of Mobcrush common stock and Mobcrush preferred
stock (collecFvely, the "Mobcrush Stock") (other than dissenFng shares) will be canceled and converted into the right to receive (i) 0.528 shares of Super League’s common
stock (the “Share Conversion RaFo”), and (ii) any cash in lieu of fracFonal shares of common stock otherwise issuable under the MC Merger Agreement (the "Merger
ConsideraFon"). Subject to certain adjustments and other terms and condiFons more specifically set forth in the MC Merger Agreement, we will be issuing 12,582,204 shares
of the our common stock as the Merger Consideration.
 
On April 20, 2021, the Company and Mobcrush entered into Amendment No. 1 to the MC Merger Agreement (the “Merger Agreement Amendment”), pursuant to which the
MC Merger Agreement was modified as follows: (i) the terminaFon date was extended to June 30, 2021, and (ii) all vested opFons of Mobcrush Common Stock will be
exercised prior to the consummaFon of Merger, and all unvested opFons will be cancelled. Any and all vested opFons exercised prior to the closing of the Merger will not
increase the 12,582,204 shares of the Company’s common stock expected to be issued to Mobcrush equity holders as Merger Consideration.
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The obligaFons of Super League and Mobcrush to consummate the Merger are subject to certain closing condiFons, including, but not limited to, (i) the approval of
Mobcrush's and our shareholders, (ii) Mobcrush and our reaching an agreement as to the treatment of Mobcrush's unvested opFons exercisable for shares of Mobcrush
common stock, which agreement was finalized pursuant to the Merger Agreement Amendment (iii) receipt of any necessary regulatory approvals, (iv) the execuFon and
delivery of certain support agreements pursuant to which officers, directors and certain stockholders of Super League and Mobcrush agree to vote in favor any and all
stockholder proposals related to the Merger, and (v) the execuFon and delivery of a RegistraFon Rights Agreement, pursuant to which we provided Mobcrush stockholders
with certain registraFon rights for the shares of common stock issuable as Merger ConsideraFon. We filed our DefiniFve Proxy Statement (the “Proxy”) with the SEC on April
30, 2021, inviFng our stockholders of record to aGend the 2021 annual meeFng of stockholders of Super League Gaming, Inc. to be held at 10:00 a.m., Pacific Time, on May
27, 2021. In addiFon to certain rouFne maGers, the Proxy requests our stockholders to approve of the issuance of a total of 12,582,204 shares of our common stock in
exchange for all issued and outstanding securiFes of Mobcrush pursuant to the MC Merger Agreement (the “Mobcrush Issuance Proposal”). The proxy discloses that the
request of our stockholders to approve of the Mobcrush Issuance Proposal is being made in order to comply with Listing Rule 5635 of the Nasdaq Stock Market.
 
Commerical Partnerships. In February 2021, reflecFng the shiWing focus of video gaming, Super League and innovaFve esports community aggregator and media
distributor, Harena Data, Inc., agreed to a partnership to produce and distribute video gaming and esports entertainment and targeted community-driven experiences
nationwide, amplified through global content distribution.
 
In March 2021, we announced the conFnuaFon of our exisFng partnership with Topgolf Entertainment Group to broadcast a series of World Golf Tour by Topgolf compeFFve
events. These events, streamed live across digital plaNorms, bring together avid golf fans, celebriFes and professional athletes—connecFng everyone through their love for
the game of golf.
 
Executive Summary
 
We believe Super League is on the leading edge of the rapidly growing compeFFve video gaming industry, which has become an established and vital part of the
entertainment landscape. We believe there is a significant opportunity for the world of mainstream compeFFve players and creators who want their own esports and
entertainment experience. These players and creators enjoy the compeFFon, the social interacFon and community, and the entertainment value associated with playing,
creating and watching others play.
 
Super League is a criFcally important component in providing the infrastructure for mainstream compeFFve video gaming content and gameplay, that is synergisFc and
accreFve to the greater esports ecosystem. Over the past five years, we believe we have become the preeminent brand for gamers by providing a proprietary soWware
plaNorm that allows them to create, compete, socialize and spectate gameplay and entertainment, both physically and digitally online. Our creator and player plaNorm
generates a significant amount of derivative gameplay content for further syndication beyond our own digital channels.
 
The fundamental driver of our business model and moneFzaFon strategy is creaFng deep community engagement through our highly personalized experiences that, when
coupled with the criFcal mass of our large digital audiences, provides the depth and volume for premium content and offer moneFzaFon differenFated from a more
tradiFonal, commodiFzed adverFsing model. The combinaFon of our physical venue network and digital programming channels, with Super League’s cloud-based, digital
products plaNorm technology at the hub, creates the opportunity for not just a share of the player’s wallet, but also the adverFser’s wallet. We do this by offering brand
sponsors and adverFsers a premium markeFng channel to reach elusive GeneraFon Z and Millennial gamers and creators and offering players ways to access exclusive
tournaments and programming.
 
During the three months ended March 31, 2021, management conFnued to focus on moneFzaFon with respect to our three primary revenue streams: (1) adverFsing
revenues, (2) content revenues, and (3) direct to consumer revenues. In addiFon to the strong key performance indicator (“KPI”) performance described below, we: (i)
conFnued our focus on our premium adverFsing model for future moneFzaFon of our rapidly growing premium adverFsing inventory, and increased revenues generated
from programmaFc display and video adverFsing units; (ii) conFnued to focus on the moneFzaFon of our original and user generated content library and remote producFon
and broadcast capabiliFes, which emerged as a significant component of revenue in 2020; (iii) conFnued to focus on the moneFzaFon of the gamer and creator through
direct-to-consumer offers, including increases in sales of digital goods, primarily with our Minehut digital property, and the conFnued rollout of our micro-transacFon
marketplace; and, (iv) conFnued to unlock new ways that our content producFon technology can extend beyond esports into tradiFonal sports and other entertainment
formats represenFng revenue growth opportuniFes in the current and future periods. We expect to conFnue to grow our adverFng pipeline across various verFcals with the
capability to provide brands and advertisers with targeted, high quality integrations that warrant premium costs per impressions (“CPM”) advertising rates.
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In addiFon, as described above, in March 2021, we  announced the proposed acquisiFon of Mobcrush, a live streaming technology plaNorm used by hundreds of thousands
of gaming influencers who generate and distribute almost two million hours of original content annually and have accumulated more than 4.5 billion fans and subscribers
across the most popular live streaming and social media plaNorms, including Twitch, YouTube, Facebook, Instagram, TwiGer, and more. Mobcrush also owns Mineville, one
of six exclusive, official MinecraW server partners that is enjoyed by more than 22 million unique players annually. Mineville is highly complementary to Minehut, Super
League’s owned and operated MinecraW community, strengthening the combined company’s leading posiFon with young gamers. This strategic, all-stock transacFon, is
anFcipated to be accreFve and will enable Super League to take a significant leap forward in providing brands, adverFsers, and other consumer facing businesses with
massive audience reach across the most important engagement channels in video gaming – compeFFve events, social media and live streaming content, and in-game
experiences.
 
From a KPI and metrics standpoint, we believe the combinaFon of Super League and Mobcrush has the potenFal to represent a new, higher level of increased scale and
reach, including the following:
 
● The combined companies have the potential to reach more than 25 million players per year, three million players per month, with over 400,000 players per day.
 
● In addiFon, the combinaFon of Super League and Mobcrush has the potenFal for a U.S. monthly viewing audience of 85 million, which would create for a top 50 U.S.

media property according to measurements used by Nielsen.
 
● Annually, Super League and Mobcrush combined have the potenFal to generate 7.7 billion annual U.S video views across live streaming plaNorms, two billion views on

social media platforms, and enable 60 million hours of gameplay on owned and operated platforms.
 
● Collectively, we believe the combined companies could generate and distribute over 200,000 gameplay highlights across streaming and social channels per month.
  
Key Performance Indicators for the Three Months Ended March 31, 2021.
 
We focus and report on three KPIs, as outlined below, to assess our progress and drive revenue growth, which is also a key performance indicator. As March 31, 2021, we
continued to see strong growth in our leading key performance indicators, as follows:
 
●    Views and Impressions: During the three months ended March 31, 2021, we generated 578.0 million views and impressions, compared to 199.0 million views and

impressions during the three months ended March 31, 2020, represenFng an approximately 3 Fmes, or 190% increase, compared to the prior year quarter. This
conFnued growth in views results in the exponenFal growth of our total and moneFzable adverFsing inventory, which can drive brands and adverFsers to our
audience and platform.

 
●    Registered Users: As of March 31, 2021, we increased our registered users by approximately 25%, to 3.7 million registered users, from 2.9 million as of December 31,

2020, and by 174% from 1.3 million as of March 31, 2020. We believe that conFnuing the trend of significant increases in registered users introduces more gamers
and creators into our customer funnel, from whom we can gather higher volumes of quality user generated content and convert into subscribers and/or upsell into
other paid offers.

  
●     Engagement Hours: During the three months ended March 31, 2021, including our live gaming experiences and our expanding digital gameplay channels, we

generated approximately 34.6 million hours of gameplay and other engagement, as compared to approximately 10.0 million hours of gameplay and other
engagement for the three months ended March 31, 2020, an increase of approximately 245%. We conFnue to focus on ways we can repackage and distribute this
significant derivative content library for further monetization.
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Impact of COVID-19 Pandemic
 
AcFons taken around the world to help miFgate the spread of the coronavirus include restricFons on travel, and quaranFnes in certain areas, and forced closures for certain
types of public places and businesses. The novel coronavirus and acFons taken to miFgate the spread of it have had and are expected to conFnue to have an adverse impact
on the economies and financial markets of many countries, including the geographical areas in which the Company operates. On March 27, 2020, the Coronavirus Aid, Relief,
and Economic Security Act (“CARES Act”) was enacted to amongst other provisions, provide emergency assistance for individuals, families and businesses affected by the
coronavirus pandemic. It is unknown how long the adverse conditions associated with the coronavirus will last and what the complete financial effect will be to the Company.
 
Commencing in the first quarter of 2020, in response to the COVID-19 pandemic and the related uncertainty, adverFsers and sponsors across the board inevitably paused to
reset their markeFng strategies, and as a result, all companies with business models that include sponsorship and adverFsing revenues felt the impact of the pause in
adverFsing spend industry-wide. In addiFon, in the first half of 2020, as a result of COVID-19, we felt the impact of the deferral of some of the programs in our pipeline and
related revenues to future periods. The majority of our gameplay hours and other engagement occurs digitally, online, so while our “in real life” gaming is a premium and
important aspect of our brand, the shiW away from retail locaFons is not expected to have a significant impact on our overall business model over Fme, which is largely
digitally focused.
 
Although we were impacted by the general deferral in adverFsing spending by brands and sponsors resulFng from the COVID-19 pandemic for a significant porFon of fiscal
year 2020, we reported significant quarter over quarter growth in revenues in the second half of fiscal 2020 and we expect to conFnue to expand our adverFsing revenue
and revenue from the sale of our proprietary and third-party user generated content in future periods, as we conFnue to expand our adverFsing inventory, viewership and
related sales activities.
 
Notwithstanding the growth in revenues and in user engagement metrics discussed herein, the broader impact of the ongoing COVID-19 pandemic on our results of
operaFons and overall financial performance remains uncertain. The COVID-19 pandemic may conFnue to impact our revenue and revenue growth in future periods, and is
likely to conFnue to adversely impact certain aspects of our business and our partners, including adverFsing demand, retail expansion plans and our in-person esports
experiences. For a discussion of the risk factors related to COVID-19, please refer to Part II, Item 1A. "Risk Factors" in our Annual Report on Form 10-K for the year ended
December 31, 2020.
 
Critical Accounting Estimates
 
Our unaudited interim condensed financial statements have been prepared in accordance with accounFng principles generally accepted in the United States of America.
PreparaFon of these condensed statements requires management to make judgments and esFmates. Some accounFng policies have a significant impact on amounts
reported in these condensed financial statements. The SEC has defined a company’s criFcal accounFng policies as the ones that are most important to the portrayal of a
company’s financial condiFon and results of operaFons, and which require a company to make its most difficult and subjecFve judgments. A summary of significant
accounFng policies and a descripFon of accounFng policies that are considered criFcal may be found in the audited financial statements and notes thereto included in our
Annual Report on Form 10-K for the year ended December 31, 2020, filed with the SEC on March 19, 2021. In addiFon, refer to Note 2 to the condensed financial
statements included in this Report. The following accounFng policies were idenFfied during the current period, based on acFviFes occurring during the current period, as
critical and requiring significant judgments and estimates.
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Revenue Recognition
 
Revenue is recognized when we transfer promised goods or services to customers in an amount that reflects the consideraFon to which we expect to be enFtled in exchange
for those goods and services. In this regard, revenue is recognized when: (i) the parFes to the contract have approved the contract (in wriFng, orally, or in accordance with
other customary business pracFces) and are commiGed to perform their respecFve obligaFons; (ii) the enFty can idenFfy each party’s rights regarding the goods or services
to be transferred; (iii) the enFty can idenFfy the payment terms for the goods or services to be transferred; (iv) the contract has commercial substance (that is, the risk,
Fming, or amount of the enFty’s future cash flows is expected to change as a result of the contract);and (v) it is probable that the enFty will collect substanFally all of the
consideration to which it will be entitled in exchange for the goods or services that will be transferred to the customer.
 
TransacFon prices are based on the amount of consideraFon to which we expect to be enFtled in exchange for transferring promised goods or services to a customer,
excluding amounts collected on behalf of third parFes, if any. We consider the explicit terms of the revenue contract, which are typically wriGen and executed by the parFes,
our customary business pracFces, the nature, Fming, and the amount of consideraFon promised by a customer, in connecFon with determining the transacFon price for our
revenue arrangements.
 
We generate revenues from (i) adverFsing, serving as a markeFng channel for brands and adverFsers to reach their target audiences of gamers across our network, (ii)
content, curaFng and distribuFng esports and entertainment content for our own network of digital channels and media and entertainment partner channels and (iii) direct
to consumer offers including digital subscriptions, digital goods, gameplay access fees and merchandise sales.
 
Revenue billed or collected in advance is recorded as deferred revenue until the event occurs or until applicable performance obligations are satisfied.
 
Advertising and Sponsorships:
 
Advertising revenue primarily consists of direct sales acFvity along with sales of programmaFc display and video adverFsing units  to third-party adverFsers and exchanges.
Advertising arrangements typically include contract terms for time periods ranging from several days to several weeks in length.
 
For adverFsing arrangements that include performance obligaFons saFsfied over Fme, customers typically simultaneously receive and consume the benefits under the
arrangement as we saFsfy our performance obligaFons, over the applicable contract term. As such, revenue is recognized over the contract term based upon esFmates of
progress toward complete saFsfacFon of the contract performance obligaFons (typically uFlizing a Fme, effort or delivery-based method of esFmaFon). Revenue from
shorter term adverFsing arrangements that provide for a contractual delivery or performance date is recognized when performance is substanFally complete and or delivery
occurs. Payments are typically due from customers during the term of the arrangement for longer-term campaigns, and once delivery is complete for shorter-term
campaigns.
 
Sponsorship revenue arrangements may include: exclusive or non-exclusive Ftle sponsorships, markeFng benefits, official product status exclusivity, product visibly and
addiFonal infrastructure placement, social media rights, rights to on-screen acFvaFons and promoFons, display material rights, media rights, hospitality and Fckets and
merchandising rights. Sponsorship revenues also include 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’ distribuFon channels.
Sponsorship arrangements typically include contract terms for time periods ranging from several weeks or months to terms of twelve months in length.
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For sponsorship arrangements that include performance obligaFons saFsfied over Fme, customers typically simultaneously receive and consume the benefits under the
agreement as we saFsfy our performance obligaFons, over the applicable contract term. As such, revenue is recognized over the contract term based upon esFmates of
progress toward complete saFsfacFon of the contract performance obligaFons (typically uFlizing a Fme, effort or delivery-based method of esFmaFon). Payments are
typically due from customers during the term of the arrangement.
 
Revenue from sponsorship arrangements for one-off branded experiences and/or the development of content tailored specifically for our partners’ distribuFon channels that
provide for a contractual delivery or performance date, is recognized at a point in time, when performance is substantially complete and or delivery occurs.
 
Content:
 
Content related revenues are generated in connecFon with our curaFon and distribuFon of esports and entertainment content for our own network of digital channels and
media and entertainment partner channels. We distribute three primary types of content for syndicaFon and licensing, including: (1) our own original programming content,
(2) user generated content (“UGC”), including online gameplay and gameplay highlights, and (3) the creaFon of content for third parFes uFlizing our remote producFon and
broadcast technology.
 
For content arrangements that include performance obligaFons saFsfied over Fme, customers typically simultaneously receive and consume the benefits under the
arrangement as we saFsfy our performance obligaFons, over the applicable contract term. As such, revenue is recognized over the contract term based upon esFmates of
progress toward complete saFsfacFon of the contract performance obligaFons (typically uFlizing a Fme, effort or delivery-based method of esFmaFon). Revenue from
shorter term content sales arrangements that provide for a contractual delivery or performance date is recognized when performance is substanFally complete and or
delivery occurs. Payments are typically due from customers during the term of the arrangement for longer-term campaigns, and once delivery is complete for shorter-term
campaigns.
 
Direct to Consumer:
 
Direct to consumer revenues primarily consist of digital subscripFon fees, digital goods, gameplay access fees and merchandise sales. SubscripFon revenue is recognized in
the period the services are rendered. Payments are typically due from customers at the point of sale.
 
We make esFmates and judgments when determining whether we will collect substanFally all of the consideraFon to which we will be enFtled in exchange for the goods or
services that will be transferred to the customer. We assess the collectability of receivables based on several factors, including past transacFon history and the
creditworthiness of our customers. If it is determined that collecFon is not reasonably assured, amounts due are recognized when collectability becomes reasonably assured,
assuming all other revenue recogniFon criteria have been met, which is generally upon receipt of cash for transacFons where collectability may have been an issue.
Management’s esFmates regarding collectability impact the actual revenues recognized each period and the Fming of the recogniFon of revenues. Our assumpFons and
judgments regarding future collectability could differ from actual events and thus materially impact our financial position and results of operations.
 
Depending on the complexity of the underlying revenue arrangement and related terms and condiFons, significant judgments, assumpFons and esFmates may be required to
determine each parFes rights regarding the goods or services to be transferred, each parFes performance obligaFons, whether performance obligaFons are saFsfied at a
point in Fme or over Fme, esFmates of compleFon methodologies, the Fming of saFsfacFon of performance obligaFons, and the appropriate period or periods in which, or
during which, the compleFon of the earnings process occurs. Depending on the magnitude of specific revenue arrangements, if different judgments, assumpFons and
estimates are made regarding revenue arrangements in any specific period, our periodic financial results may be materially affected.
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Results of Operations for the Three Months Ended March 31, 2021 and 2020
 
The following table sets forth a summary of our statements of operations for the three months ended March 31, 2021 and 2020:
 
    Three Months Ended March 31,            
  2021    2020   $ Change   % Change  
             
REVENUES  $ 788,000  $ 243,000  $ 545,000   224%
COST OF REVENUES   342,000   117,000   225,000   192%
GROSS PROFIT   446,000   126,000   320,000   254%
OPERATING EXPENSES                 
Selling, marketing and advertising   1,483,000   1,273,000   210,000   16%
Technology platform and infrastructure   1,603,000   1,949,000   (346,000)   (18)%
General and administrative   1,986,000   2,052,000   (66,000)   (3)%
Total operating expenses   5,072,000   5,274,000   (202,000)   (4)%
NET LOSS FROM OPERATIONS   (4,626,000)   (5,148,000)   522,000   (10)%
OTHER INCOME (EXPENSE), NET   1,000   14,000   (13,000)   (93)%
NET LOSS  $ (4,625,000)  $ (5,134,000)  $ 509,000   (10)%
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Comparison of the Results for the Three Months Ended March 31, 2021 and 2020
 
Revenue
    
    Three Months  Ended March 31,    
  2021   2020   $ Change   % Change  
Advertising and sponsorships  $ 558,000  $ 207,000  $ 351,000   170%
Content sales   166,000   21,000   145,000   +300%
Direct to consumer   64,000   15,000   49,000   +300%
  $ 788,000  $ 243,000  $ 545,000   224%

  
Revenue for the three months ended March 31, 2021 increased $545,000 or 224%, compared to the three months ended March 31, 2020. For the three months ended March
31, 2021 and 2020, three customers accounted for 43% and four customers accounted for 79% of revenues, respectively.
 
The increase in revenues primarily reflects significant increases in adverFsing on our owned and operated digital channels and content sales revenues, compared to the prior
year period, reflecting our continued focus on the monetization of our increasing premium advertising inventory and esports and entertainment content.
 
AdverFsing and sponsorship revenues for the three months ended March 31, 2021 increased $351,000, or 170%, and included revenues from adverFsing campaigns with
ViacomCBS Digital, in connecFon with the promoFon of ViacomCBS Digital’s Spongebob property, Logitech, Inc., in connecFon with our GalenFne’s Games and Minehut
related Spring Break acFvaFons, Square Enix, in connecFon with the promoFon of their plaNorm game, Balan Wonderworld, and Moose Toys, in connecFon with the
promoFon of Moose Toys’ Goo Jit Zu and Treasure X products within our Minehut digital property. The change reflects an increase in direct sales and programmaFc display
and video adverFsing revenues within our MinecraW related digital property, Minehut, of $419,000, a significantly greater than 300% increase, compared to the prior year
quarter. The increase in advertising revenues was partially offset by a $67,000 decrease in sponsorship and other revenues during the three months ended March 31, 2021.
 
Content related revenues increased to $166,000, or greater than 300%, for the three months ended March 31, 2021, as compared to $21,000 in the comparable prior year
period. The increase was primarily driven by an increase in sales of our proprietary and user generated content, primarily with Snap Inc., and Cox Media, and live stream
broadcast related content sales activities with Topgolf Entertainment Group and GenG during the three months ended March 31, 2021.
 
Although we were impacted by the general deferral in adverFsing spending by brands and sponsors resulFng from the COVID-19 pandemic for a significant porFon of fiscal
year 2020, we reported significant quarterly revenue growth in the second half of fiscal 2020 and in the first quarter of 2021, compared to the comparable prior year
quarters, and we expect to conFnue to expand our adverFsing revenue and revenue from the sale of our proprietary and user generated content in future periods, as we
continue to expand our premium advertising inventory, viewership and related sales activities.
 
Direct to consumer revenues were primarily comprised of revenues generated from our Minehut digital property, which provides various MinecraW server hosFng services on
a subscription basis and other digital goods to the Minecraft gaming community. Direct to consumer revenues for the three months ended March 31, 2021 increased $49,000,
or greater than 300%, compared to the comparable prior year quarter.
 
Cost of Revenue
  Three Months Ended March 31,    
  2021   2020   $ Change   % Change  
Cost of revenue  $ 342,000  $ 117,000  $ 225,000   192%
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Cost of revenues increased $225,000, or 192%, relaFvely consistent with the 224% increase in related revenues for the same periods. The less than proporFonate increase in
cost of revenue was driven by the increase in lower cost advertising and third party content sales revenues during the three months ended March 31, 2021.

Cost of revenues fluctuate period to period based on the specific programs and revenue streams contribuFng to revenue each period and the related cost profile of our
physical and digital experiences, and advertising and content sales activities occurring each period.
  
Operating Expenses
 
    Three Months  Ended March 31,    
  2021    2020    $ Change   % Change  
Selling, marketing and advertising  $ 1,483,000  $ 1,273,000  $ 210,000   16%
Technology platform and infrastructure   1,603,000   1,949,000   (346,000)   (18)%
General and administrative   1,986,000   2,052,000   (66,000)   (3)%
Total operating expenses  $ 5,072,000  $ 5,274,000  $ (202,000)   (4)%

 
Noncash stock-based compensation expense for the periods presented was included in the following operating expense line items:
 
    Three Months Ended March 31,    
  2021    2020    $ Change   % Change  
Selling, marketing and advertising  $ 183,000  $ 173,000  $ 10,000   6%
Technology platform and infrastructure     33,000   114,000   (81,000)   (71%
General and administrative     195,000   415,000   (220,000)   (53)%
Total noncash stock compensation expense  $ 411,000  $ 702,000  $ (291,000)   (41)%

 
Selling, Marketing and Advertising. The increase in selling, markeFng and adverFsing expense for the three months ended March 31, 2021 was primarily due to an increase in
personnel costs, including noncash stock compensaFon, associated with the increase in our in-house direct sales force focused on the moneFzaFon of our increasing
premium adverFsing inventory and audience across our digital properFes. The increase also reflects an increase in digital markeFng expense, compared to the prior year
period, which reflected a reduction in marketing costs due to the impact of the COVID-19 pandemic on our marketing activities in first quarter of 2020.
 
Technology PlaCorm and Infrastructure. Technology plaNorm and infrastructure costs include (i) allocated personnel costs, including salaries, noncash stock compensaFon,
taxes and benefits related to our internal soWware developers and engineers, employed by Super League, engaged in the operaFon, maintenance, management,
administraFon, tesFng, development and enhancement of our proprietary gaming and content technology plaNorm, (ii) third-party contract soWware development and
engineering resources engaged in developing and enhancing our proprietary gaming and content technology plaNorm, (iii) the amorFzaFon of capitalized internal use
soWware costs, and (iv) technology plaNorm related cloud services, broadband and other technology plaNorm costs. Capitalized internal use soWware development costs are
amortized on a straight-line basis over the software’s estimated useful life. 
 
The decrease in technology plaNorm and infrastructure costs for the three months ended March 31, 2021 primarily reflects a net reducFon in engineering personnel and
related recruiFng costs totaling, $179,000, a decrease in quarterly fees paid to a third party under a licenses and rights agreement, as amended (the “License Agreement”),
totaling $150,000, and the acceleraFon of amorFzaFon, totaling $306,000, related to the terminaFon of the License Agreement in the first quarter of 2020, as described at
Note 3 to our financial statements elsewhere herein. The decrease was parFally offset by an increase in cloud services and other technology plaNorm costs totaling
$327,000, which primarily reflects the impact of the surge in engagement across our digital properFes occurring subsequent to the first quarter of 2020, and conFnuing into
fiscal year 2021.
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General and Administrative. General and administrative expense for the periods presented was comprised of the following:
 
      Three Months Ended March 31,        
  2021   2020   $ Change   % Change  
Personnel costs  $ 461,000  $ 491,000  $ (30,000)   (6)%
Office and facilities   27,000   99,000   (72,000)   (73)%
Professional fees   457,000   209,000   248,000   119%
Stock-based compensation   195,000   415,000   (220,000)   (53)%
Depreciation and amortization   51,000   71,000   (20,000)   (28)%
Other   795,000   767,000   28,000   4%
Total general and administrative expense  $ 1,986,000  $ 2,052,000  $ (66,000)   (3)%

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

● Office and faciliFes costs decreased due to the terminaFon of the leases for 75% of our office space in Santa Monica, California, and converFng to a fully remote work
structure as of June 30, 2020, resulting in significant rent and facilities costs savings for the applicable periods presented and going forward.

  
● Professional fees costs increased $248,000, or 119%, primarily due to legal, audit, advisory and financial and tax due diligence professional fees, totaling $217,000,

incurred in connecFon with the proposed acquisiFon of Mobcrush, described elsewhere herein. In accordance with the acquisiFon method of accounFng, acquisiFon-
related costs incurred are expensed as incurred in the period that the services are performed.

 
● Noncash stock compensaFon expense included in general and administraFve expense decreased primarily due to the compleFon of the vesFng and related expensing of

certain previously granted nonemployee common stock purchase warrants in the second quarter of 2020, resulFng in a decrease in warrant related stock compensaFon
of $222,000 for the three months ended March 31, 2021.

  
 
 
 

-21-



Table of Contents
 
 
Liquidity and Capital Resources
 
General
 
Cash and cash equivalents totaled $36.7 million and $7.9 million at March 31, 2021 and December 31, 2020, respecFvely. The period over period increase is largely
attributable to the aggregate net proceeds of $33.6 million received from the registered direct offerings completed during the quarter ended March 31, 2021.
 
To date, our principal sources of capital used to fund our operaFons have been the net proceeds we received from sales of equity securiFes, such as the registered direct
offerings completed during the first quarter.  Our management believes that our cash balances will be sufficient to meet our cash requirements through at least March 2022.
We may, however, encounter unforeseen difficulFes that may deplete our capital resources more rapidly than anFcipated. For a discussion of the risk factors related to
COVID-19, please refer to Part II, Item 1A. "Risk Factors" in our Annual Report on Form 10-K for the year ended December 31, 2020.
 
We are focused on expanding our service offerings and revenue growth opportuniFes through internal development, collaboraFons, and through one or more strategic
acquisiFons. We conFnue to evaluate potenFal strategic acquisiFons. To finance such strategic acquisiFons, we may find it necessary to raise addiFonal equity capital, incur
addiFonal debt, or both. Any efforts to seek addiFonal funding could be made through issuances of equity or debt, or other external financing. However, addiFonal funding
may not be available on favorable terms, or at all. The capital and credit markets have experienced extreme volaFlity and disrupFon periodically and such volaFlity and
disrupFon may occur in the future. If we fail to obtain addiFonal 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 Three Months Ended March 31, 2021 and 2020
 
The following table summarizes the change in cash  balances for the periods presented:
 

  
Three Months Ended March

31,  
  2021   2020  
Net cash used in operating activities  $ (4,370,000)  $ (3,388,000)
Net cash used in investing activities   (267,000)   (283,000)
Net cash provided by financing activities   33,437,000   - 
Increase in cash   28,800,000   (3,671,000)
Cash and cash equivalents, at beginning of period   7,942,000   8,442,000 
Cash and cash equivalents, at end of period  $ 36,742,000  $ 4,771,000 

 
Cash Flows from Opera4ng Ac4vi4es. Net cash used in operaFng acFviFes during the three months ended March 31, 2021 was $4,370,000, which primarily reflected our net
GAAP loss for the three months ended March 31, 2021 of $4,625,000, net of adjustments to reconcile net GAAP loss to net cash used in operaFng acFviFes of $255,000,
which included $411,000 of noncash stock compensaFon charges and depreciaFon and amorFzaFon of $266,000. Changes in working capital primarily reflected the impact of
the seGlement of receivables and payables in the ordinary course. Net cash used in operaFng acFviFes during the three months ended March 31, 2020 was $3,388,000,
which primarily reflected our net GAAP loss of $5,134,000, net of adjustments to reconcile net GAAP loss to net cash used in operaFng acFviFes of $1,746,000, which
included $702,000 of noncash stock compensaFon charges and depreciaFon and amorFzaFon of 525,000. Changes in working capital primarily reflected the impact of the
settlement of receivables and payables in the ordinary course.
 
Cash Flows from Investing Activities. Cash flows from investing activities were comprised of the following for the periods presented:
 

  
Three Months Ended March

31,  
  2021   2020  
Purchase of property and equipment   (2,000)   (4,000)
Capitalization of software development costs   (192,000)   (240,000)
Acquisition of other intangible and other assets   (73,000)   (39,000)
Net cash used in investing activities  $ (267,000)  $ (283,000)
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Capitalized Internal Use SoEware Costs. SoWware development costs incurred to develop internal-use soWware during the applicaFon development stage are capitalized and
amorFzed on a straight-line basis over the soWware’s esFmated useful life, which is generally three years. SoWware 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 exisFng internal-use
software that result in additional functionality are capitalized and amortized on a straight-line basis over the applicable estimated useful life.
 
Cash Flows from Financing Activities. Cash flows from financing activities were comprised of the following for the periods presented:
 

  
Three Months Ended March

31,  
  2021   2020  
Proceeds from issuance of common stock, net  $ 33,399,000  $ - 
Proceeds from stock option exercises   38,000   - 
Net cash used in investing activities  $ 33,437,000  $ - 

 
Equity Financings
 
In January 2021, the Company issued 3,076,924 shares of common stock at a price of $2.60 per share, raising aggregate net proceeds of approximately $8.0 million, aWer
deducting offering expenses totaling $73,000.
 
In February 2021, the Company issued 2,926,830 shares of common stock at a price of $4.10 per share, raising aggregate net proceeds of approximately $12.0 million, aWer
deducting offering expenses totaling $70,000.
 
In March 2021, the Company issued 1,512,499 shares of common stock at a price of $9.00 per share, raising aggregate net proceeds of approximately $13.6 million, aWer
deducting offering expenses totaling $72,000.
 
The offerings described above were made pursuant to an effecFve shelf registraFon statement on Form S-3, which was originally filed with the SecuriFes and Exchange
Commission on April 10, 2020 (File No. 333-237626). The net proceeds from these offerings are intended to be used for working capital and other general corporate
purposes, including sales and markeFng acFviFes, product development and capital expenditures. The Company may also use a porFon of the net proceeds for the
acquisition of, or investment in, technologies, solutions or businesses.
 
Contractual Obligations
 
As of March 31, 2021, except as described below, and excluding the forgivable PPP Loan described above, we had no significant commitments for capital expenditures, nor do
we have any commiGed lines of credit, noncancelable operaFng leases obligaFons, other commiGed funding or long-term debt, and no guarantees. In June 2020, we
terminated the lease for the majority of our corporate headquarters (approximately 4,965 square feet). As of March 31, 2021 we maintain approximately 1650 square feet of
office space on a month-to-month basis. The following table lists our material known future cash commitments as of March 31, 2021:
 
  Payments Due by Period  

  Total   
Less than 1

year   1-3 years   
More than 3

years  
Insurance premium financing  $ 1,876,000  $ 1,876,000   -   - 

  
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 obligaFons of any third parFes. We
have not entered into any derivaFve contracts that are indexed to our shares and classified as stockholder’s equity or that are not reflected in our financial statements
included elsewhere herein. Furthermore, we do not have any retained or conFngent interest in assets transferred to an unconsolidated enFty 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.
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Contingencies
 
Certain condiFons may exist as of the date the financial statements are issued, which may result in a loss to the Company, but which will only be resolved when one or more
future events occur or fail to occur. The Company’s management, in consultaFon with its legal counsel as appropriate, assesses such conFngent liabiliFes, and such
assessment inherently involves an exercise of judgment. In assessing loss conFngencies related to legal proceedings that are pending against the Company or unasserted
claims that may result in such proceedings, the Company, in consultaFon with legal counsel, evaluates the perceived merits of any legal proceedings or unasserted claims, as
well as the perceived merits of the amount of relief sought or expected to be sought therein. If the assessment of a conFngency indicates it is probable that a material loss
has been incurred and the amount of the liability can be esFmated, then the esFmated liability would be accrued in the Company’s financial statements. If the assessment
indicates a potenFally material loss conFngency is not probable, but is reasonably possible, or is probable, but cannot be esFmated, then the nature of the conFngent
liability, together with an esFmate of the range of possible loss, if determinable and material, would be disclosed. Loss conFngencies considered remote are generally not
disclosed unless they involve guarantees, in which case the guarantees would be disclosed.
 
Recent Accounting Pronouncements
 
Refer to Note 2 to the accompany condensed financial statements contained elsewhere  in this Report.
 
Relaxed Ongoing Reporting Requirements
 
Upon the compleFon of our iniFal public offering, we elected to report as an “emerging growth company” (as defined in the JOBS Act) under the reporFng rules set forth
under the Exchange Act. For so long as we remain an “emerging growth company,” we may take advantage of certain exempFons from various reporFng requirements that
are applicable to other Exchange Act reporting companies that are not “emerging growth companies,” including but not limited to:
 
● not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act;
 
● taking advantage of extensions of time to comply with certain new or revised financial accounting standards;
 
● being permitted to comply with reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements; and
 
● being exempt from the requirement to hold a non-binding advisory vote on execuFve compensaFon and stockholder approval of any golden parachute payments not

previously approved.
 
We are subject to ongoing public reporFng requirements that are less rigorous than Exchange Act rules for companies that are not “emerging growth companies,” and our
stockholders could receive less information than they might expect to receive from more mature public companies.
 
We expect to take advantage of these reporFng exempFons unFl we are no longer an emerging growth company. We will remain an “emerging growth company” for up to
five years, although if the market value of our Common Stock that is held by non-affiliates exceeds $700 million as of any June 30 before that Fme, we would cease to be an
“emerging growth company” as of the following December 31.
 
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.
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ITEM 4.  CONTROLS AND PROCEDURES
  
Disclosure Controls and Procedures
 
As required by Rule 13a-15(b) under the Exchange Act, our Chief ExecuFve Officer (“CEO”) and our Chief Financial Officer (“CFO”) conducted an evaluaFon as of the end of
the period covered by this Quarterly Report on Form 10-Q, of the effecFveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under
the Exchange Act. Based on that evaluaFon, our CEO and our CFO each concluded that our disclosure controls and procedures are effecFve to provide reasonable assurance
that informaFon 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 Fme
periods specified in the SecuriFes 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 reporFng idenFfied in management’s evaluaFon 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.
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PART II
 

OTHER INFORMATION
 
ITEM  1.     LEGAL PROCEEDINGS
 

None.
 
ITEM  1A.   RISK FACTORS
 
Except as set forth below, management is not aware of any material changes to the risk factors discussed in Part 1, Item 1A, of the Annual Report on Form 10-K for the year
ended December 31, 2020. In addi4on to the following risk factors and other informa4on set forth in this Quarterly Report on Form 10-Q, you should carefully consider the risk
factors discussed in Part 1, Item 1A, of the Annual Report on Form 10-K for the year ended December 31, 2020, which could materially and adversely affect the Company’s
business, financial condi4on, results of opera4ons, and stock price. The risks described in the Annual Report on Form 10-K are not the only risks facing the Company. Addi4onal
risks and uncertain4es not presently known to management, or that management presently believes not to be material, may also result in material and adverse effects on our
business, financial condition, and results of operations.
 
We may experience difficulties in integrating the operations of Mobcrush into our business and in realizing the expected benefits of the Merger.
 

The success of the Merger will depend in part on our ability to realize the anFcipated business opportuniFes from combining the operaFons of Mobcrush with our
business in an efficient and effecFve manner. The integraFon process could take longer than anFcipated and could result in the loss of key employees, the disrupFon of each
company’s ongoing businesses, tax costs or inefficiencies, or inconsistencies in standards, controls, informaFon technology systems, procedures and policies, any of which
could adversely affect our ability to maintain relaFonships with customers, employees or other third parFes, or our ability to achieve the anFcipated benefits of the Merger,
and could harm our financial performance. If we are unable to successfully or Fmely integrate the operaFons of Mobcrush with our business, we may incur unanFcipated
liabiliFes and be unable to realize the revenue growth, synergies and other anFcipated benefits resulFng from the Merger, and our business, results of operaFons and
financial condition could be materially and adversely affected.
 

We have incurred significant costs in connecFon with the Merger. The substanFal majority of these costs are non-recurring expenses related to the Merger. These
non-recurring costs and expenses are not reflected in the unaudited pro forma condensed combined financial informaFon incorporated by reference in this proxy statement.
We may incur addiFonal costs in the integraFon of Mobcrush’s business, and may not achieve cost synergies and other benefits sufficient to offset the incremental costs of
the Merger.
 
The Merger is subject to condi.ons to closing that could result in the Merger being delayed or not consummated and can be terminated in certain circumstances, each of
which could negatively impact our stock price and future business and operations.
 

The Merger is subject to condiFons to closing as set forth in the MC Merger Agreement. In addiFon, each of the Company and Mobcrush has the right, in certain
circumstances, to terminate the MC Merger Agreement. If the MC Merger Agreement is terminated or any of the condiFons to the Merger are not saFsfied and, where
permissible, not waived, the Merger will not be consummated. Failure to consummate the Merger or any delay in the consummaFon of the Merger or any uncertainty about
the consummation of the Merger may adversely affect the Company’s stock price or have an adverse impact on the Company’s future business operations.
 

If the Merger is not completed, the Company’s ongoing business may be adversely affected and, without realizing any of the benefits of having completed the
Merger, it would be subject to a number of risks, including the following:
 
● negative reactions from the financial markets and from persons who have or may be considering business dealings with the Company;
●            financial difficulties that the Company may experience;
● the Company will be required to pay certain costs relating to the Merger, whether or not the Merger is completed; and
● the Company has agreed to pay Mobcrush's expenses if the Merger Agreement is terminated in certain circumstances.
 

In addiFon, the Company could be subject to liFgaFon related to any failure to complete the Merger or related to any proceeding commenced against the Company
seeking to require the Company to perform its obligations under the Merger Agreement.
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The Merger will present challenges associated with integra.ng opera.ons, personnel, and other aspects of the companies and assump.on of liabili.es that may exist at
Mobcrush and which may be known or unknown by the Company.
 

The results of the combined company following the Merger will depend in part upon the Company’s ability to integrate Mobcrush’s business with the Company’s
business in an efficient and effecFve manner. The Company’s aGempt to integrate two companies that have previously operated independently may result in significant
challenges, and the Company may be unable to accomplish the integraFon smoothly or successfully. In parFcular, the necessity of coordinaFng geographically dispersed
organizaFons and addressing possible differences in corporate cultures and management philosophies may increase the difficulFes of integraFon. The integraFon may
require the dedicaFon of significant management resources, which may temporarily distract management’s aGenFon from the day-to-day operaFons of the businesses of
the combined company. In addiFon, the combined company may adjust the way in which Mobcrush or the Company has conducted its operaFons and uFlized its assets,
which may require retraining and development of new procedures and methodologies. The process of integraFng operaFons and making such adjustments aWer the Merger
could cause an interrupFon of, or loss of momentum in, the acFviFes of one or more of the combined company’s businesses and the loss of key personnel. Employee
uncertainty, lack of focus, or turnover during the integraFon process may also disrupt the businesses of the combined company. Any inability of management to integrate the
operations of the Company and Mobcrush successfully could have a material adverse effect on the business and financial condition of the combined company.
 

In addiFon, the Merger will subject the Company to contractual or other obligaFons and liabiliFes of Mobcrush, some of which may be unknown. Although the
Company and its legal and financial advisors have conducted due diligence on Mobcrush and its business, there can be no assurance that the Company is aware of all
obligaFons and liabiliFes of Mobcrush. These liabiliFes, and any addiFonal risks and uncertainFes related to Mobcrush’s business and to the Merger not currently known to
the Company or that the Company may currently be aware of, but that prove to be more significant than assessed or esFmated by the Company, could negaFvely impact the
business, financial condition, and results of operations of the combined company following consummation of the Merger.
  
Comple.on of the Merger would result in the issuance of a significant number of addi.onal shares of our common stock, which will reduce the vo.ng power of our current
stockholders and may depress the trading price of our common stock.
 

CompleFon of the Merger would result in the issuance of a significant number of shares of the Company’s common stock. As a result, the Company’s exisFng
stockholders will not exert the same degree of voFng power with respect to the combined company that they did before the consummaFon of the Merger. Further, the
issuance of such a significant amount of common stock, and its potenFal sale in the public market from Fme to Fme, could depress the trading price of our common stock
and you may lose all or a part of your investment.
 
The Company has incurred and will continue to incur significant transaction, combination-related and restructuring costs in connection with the Merger.
 

The Company has incurred and will conFnue to incur transacFon fees and other expenses related to the Merger, including filing fees, legal and accounFng fees,
soliciFng fees, regulatory fees, and prinFng and mailing costs. The Company also expects to incur significant costs associated with combining the operaFons of the two
companies. It is difficult to predict the amount of these costs before we begin the integraFon process. The combined company may incur addiFonal unanFcipated costs as a
consequence of difficulFes arising from efforts to integrate the operaFons of the twocompanies. Although we expect that the eliminaFon of duplicaFve costs, as well as the
realizaFon of other efficiencies related to the integraFon of the businesses, can offset incremental transacFon, combinaFon-related, and restructuring costs over Fme, we
may not be able to achieve this net benefit in the near term, or at all. If the Merger is not completed, the Company would have to recognize these expenses without realizing
the expected benefits of the Merger.
   
If Mobcrush or the combined company fails to comply with obligations under any license, collaboration or other agreements, the combined company could lose intellectual
property rights that are necessary for developing and commercializing product candidates.
 

Mobcrush’s intellectual property relaFng to the MinecraW Online Channel Agreement licensed from MicrosoW corporaFon intellectual property relaFng to InPVP’s
Mineville, one of six official MicrosoW MinecraW partner servers. Mobcrush’s license agreements with MicrosoW impose, and any future licenses or collaboraFon agreements
the combined company might enter into are likely to impose, various development, maintenance, funding, milestone, royalty, diligence, sublicensing, copyright prosecuFon
and enforcement and other obligaFons]. These type of agreements and related obligaFons are complex and subject to contractual disputes. If Mobcrush (and the combined
company following the closing of the Merger) breaches any of these imposed obligaFons, or use the intellectual property licensed to Mobcrush in an unauthorized manner,
Mobcrush (and the combined company following the closing of the Merger) might be required to pay damages or the licensor might have the right to terminate the license,
which could result in the loss of the intellectual property rights and Mobcrush (and the combined company following the closing of the Merger) being unable to develop,
manufacture and sell drugs that are covered by the licensed technology.
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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.  Description
  Incorporation by Reference

     
2.1 Agreement and Plan of Merger, dated March 9, 2021, by and among Super

League Gaming, Inc., SLG Merger Sub II, Inc., and Mobcrush, Inc.
Exhibit 2.1 to the Current Report on Form 8-K, filed March 11, 2021.

     
2.2 Amendment No. 1 to Agreement and Plan of Merger by and between Super

League Gaming, Inc., and Mobcrush Streaming, Inc., dated April 20, 2021
Exhibit 10.1 to the Current Report on Form 8-K, filed April 21, 2021.

     
10.1 Form of Registration Rights Agreement Exhibit 10.1 to the Current Report on Form 8-K, filed March 11, 2021.

     
10.2  Form of Voting Agreement  Exhibit 10.2 to the Current Report on Form 8-K, filed March 11, 2021.

     
10.3    Form of Securities Purchase Agreement, dated March 19, 2021  Exhibit 10.1 to the Current Report on Form 8-K, filed March 23, 2021.

     
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  CerFficaFon of the Principal ExecuFve Officer and Principal Financial Officer,

pursuant to 18 U.S.C. SecFon 1350, as adopted pursuant to SecFon 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   
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SIGNATURES
 
Pursuant to the requirements of the SecuriFes 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: May 17, 2021    
  

 
-29-



 
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 13a-

15(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: May 17, 2021
 

/s/ Ann Hand
Ann Hand
President and 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 13a-

15(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: May 17, 2021
 

/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 March 31, 2021 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: May 17, 2021 /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)

 
 


