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CALCULATION OF REGISTRATION FEE

Proposed
Maximum Amount of
Title of Each Class of Securities to be Registered Aggregate  Registration
Offering Fee*
Price(D)
Common Stock, $0.001 par value per share® $6,900,000 $799.71
Representatives Warrant to Purchase Common StocR),
Common Stock, par value $0.001 per share, underlying Representatives $187,500 $21.74
Warrants®®)
Total $7,087,500 $821.45

Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(o) under the Securities Act
(1)of 1933 (the Securities Act ). Includes offering price of shares which the underwriters have the option to purchase

to cover over-allotments, if any.

Pursuant to Rule 416 under the Securities Act, the shares of common stock registered hereby also include an
(2)indeterminate number of additional shares of common stock as may from time to time become issuable by reason

of stock split, stock dividends, recapitalizations, or other similar transactions.

3) No registration fee is required pursuant to Rule 457(g) under the Securities Act.

Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(g) under the Securities
(4) Act. The proposed maximum aggregate offering price of the Representative s Warrant is $187,500, which is equal

to 125% of $150,000 (2.5% of $6,000,000).

* Previously paid.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.

CALCULATION OF REGISTRATION FEE 4
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The information in this prospectus is not complete and may be changed. We may not sell these securities until
the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.

PRELIMINARY PROSPECTUS SUBJECT TO COMPLETION DATED FEBRUARY 17,2017

Shares
Common Stock

This is a firm commitment public offering of 2,666,666 of shares of our common stock at an assumed offering price of
$2.25 per share. We are also offering warrants to the underwriters to purchase up to 66,666 shares of our common
stock based on an assumed offering price of $2.25 per share.

We currently have an effective registration statement on Form S-1 (File No. 333-213084) pursuant to which the
selling stock holders named therein may sell their common stock.

Our common stock is traded on the NASDAQ Capital Market under the symbol FNCX. On February 14, 2017, the
closing price of our common stock was $2.72 per share. Our auditors have included a disclosure paragraph in their
opinion regarding their uncertainty of our ability to continue as a going concern as of June 30, 2016.

Investing in our common stock involves a high degree of risk. Please read Risk Factors beginning on page 9 of
this prospectus.

You should rely only on the information contained in this prospectus or any prospectus supplement or
amendment thereto. We have not authorized anyone to provide you with different information.

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

Per Share ~ Total
Public offering price $ $
Underwriting discounts and commissions(!) $ $

Does not include a non-accountable expense allowance equal to 1% of the gross proceeds of this offering payable
(1)to Aegis Capital Corp., the representative of the underwriters. See Underwriting for a description of the

compensation payable to the underwriters.

Shares Common Stock 5
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We have granted a 45-day option to the representative of the underwriters to purchase up to 400,000 additional shares
of common stock based on an assumed offering price of $2.25 per share solely to cover over-allotments, if any.

The underwriters expect to deliver our shares to purchasers in the offering on or about , 2017.

Joint Book-Running Managers

Aegis Capital Corp Laidlaw & Company (UK) Ltd.
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About This Prospectus

You should rely only on the information that we have provided or incorporated by reference in this prospectus, any
applicable prospectus supplement and any related free writing prospectus that we may authorize to be provided to you.
We have not authorized anyone to provide you with different information. No dealer, salesperson or other person is
authorized to give any information or to represent anything not contained in this prospectus, any applicable prospectus
supplement or any related free writing prospectus that we may authorize to be provided to you. You must not rely on
any unauthorized information or representation. This prospectus is an offer to sell only the securities offered hereby,
but only under circumstances and in jurisdictions where it is lawful to do so. You should assume that the information
in this prospectus, any applicable prospectus supplement or any related free writing prospectus is accurate only as of
the date on the front of the document, regardless of the time of delivery of this prospectus, any applicable prospectus
supplement or any related free writing prospectus, or any sale of a security.

This prospectus contains summaries of certain provisions contained in some of the documents described herein, but
reference is made to the actual documents for complete information. All of the summaries are qualified in their
entirety by the actual documents. Copies of some of the documents referred to herein have been filed, will be filed or
will be incorporated by reference as exhibits to the registration statement of which this prospectus is a part, and you
may obtain copies of those documents as described below under the heading Where You Can Find Additional
Information.

ii

About This Prospectus 8
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PROSPECTUS SUMMARY

This summary does not contain all of the information that should be considered before investing in our common
stock. Investors should read the entire prospectus carefully, including the more detailed information regarding our
business, the risks of purchasing our common stock discussed in this prospectus under Risk Factors beginning on
page 9 of this prospectus and our financial statements and the accompanying notes beginning on page F-8 of this
prospectus. As used in this prospectus, unless the context requires otherwise, the Company , we , us ,and our refe
Function(x) Inc., a Delaware corporation.

Our Company

Function(x) Inc. (the Company ) was incorporated in Delaware in July 1994. We conduct business through our three
operating segments, including digital publishing through Wetpaint.com ( Wetpaint ) and Rant Inc. ( Rant ), fantasy
sports gaming through DraftDay Gaming Group, Inc. ( DDGG ), and digital content distribution through Choose

Digital, Inc. ( Choose Digital ).

We are a social publishing and interactive media platform, focused on creating a uniquely differentiated user
experience across various content verticals using multiple types of media for ultimate user engagement.

We aspire to become the #1 interactive media platform by leveraging and building on our existing platform and
current user base. Our three pronged strategy includes, (a) to further develop our platform connecting content owners
with their audience through live or on-demand video channels, (b) to enhance our comprehensive built-in
monetization model for content contributors and distribution partners, and (c) to focus on building a technology driven
ultimate user engagement platform supporting video, blogs, mobile, social, e-commerce and analytics. We intend to
grow our business organically by integrating our recently acquired businesses and by pursuing acquisitions of assets
or businesses that would enhance our presence as a media platform.

Our immediate objective is to successfully integrate Wetpaint and Rant assets and lay the foundation and refine
processes that can serve as a blueprint for future acquisitions and growth. As part of the integration process we plan to
develop a solid and predictable revenue model for our social publishing business aiming for profitability in near-term,

implement scalable but lean operational processes and staffing within product development and ad revenue divisions
and finalize a long-term plan that embraces product innovation with the sole purpose of defining us as the leading
player in interactive media publishing with a focus on video, social, mobile, e-commerce and predictive analytics.

Key Milestones:

New Management Team: Implementation of a new and experienced Management Team, each of whom have had
professional relationships with Robert F.X. Sillerman, our Chairman and Chief Executive Officer;

Deleveraging the balance sheet: Affiliates of Robert F.X. Sillerman, our Chairman and Chief Executive Officer, own
a majority of our common stock and held substantial debt in the Company, substantially all of which has been
converted into Preferred Equity. These affiliates have committed to converting approximately $36,500,000 in
preferred equity into shares of our common stock;

Defined key performance metrics: These are being tracked and analyzed on a daily basis via automated reporting and
analytics; and

PROSPECTUS SUMMARY 9
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Key foundation for our future growth has been established: This includes a rationalized headcount from which the
business can be brought to scale, disciplined financial controls and an improved expense model, revamped technology
platform and acquisition team intended to drive incremental growth.

Digital Publishing

Our digital publishing businesses include Wetpaint and Rant. The combined properties currently have approximately
13.1 million fans on their Facebook pages and, for the quarter ended December 31, 2016, generated an average of 16.2
million visits per month.

Our Company 10
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Wetpaint is a leading entertainment news destination for millennial women. Covering the latest in television, music,
celebrities, entertainment news, fashion, and pop culture, Wetpaint reaches millions of unique users on a monthly
basis. Through Wetpaint, we publish more than 55 new articles, videos, and galleries each day. Wetpaint is a social
publisher whose target audience is millennial women, primarily 18- to 34-year-old women. With social packaging
around original entertainment news content, we showcase exclusive interviews, breaking stories, and our fangirl spin
on pop culture. We generate content through our team of in-house professional writers and editors who are experts in
their fields. They seek to deliver content to our readers in a fun, visual and informative way and to ensure that our fans
are up to date on all the latest entertainment news and gossip.

We acquired assets of Rant, a leading digital publisher that publishes original content in 13 different verticals, most
notably in sports, entertainment, pets, cars, and food. Adweek published that Rant s flagship RantSports.com property
was ranked #1 by Quantcast for target digital ad buying for the 2015 holiday season, indicating the power of reaching
a targeted audience. Known for the well-established brand RantSports, Rant has since expanded its reach towards the
areas of lifestyle, fitness, exercise, entertainment, technology, and celebrities. Rant was named both #18 overall on Inc

500 s Fastest Growing Companies #1 in Media and #31 on Forbes Most Promising Companies of 2015. Rant s
platform is designed for desktop and mobile content at the billions-of-pageviews per year level. Because of its low
cost of operation, the coupling of the Rant platform and our Social Distribution System ( SDS ) technology creates
powerful tools in digital content publishing. Recently we have focused our efforts on growing Wetpaint user
engagement and monetization. We anticipate applying the same methodology in the near future to the Rant sites to
continue to grow and strengthen our publishing business.

Our digital publishing businesses are very focused on knowing their audience. This is made possible through our
proprietary SDS platform. This complete audience-development engine optimizes the packaging and distribution of
content, getting it to the right audience at the right place at the right time, primarily through social media. The
technology is designed to generate fans on our pages on Facebook and other social media outlets. Our content is then
displayed in the fans feeds on Facebook and other social media sites, which can then drive traffic to our websites. Our

technology contains a test and measurement system that delivers real-time audience insights, and provides optimized
distribution by audience. Because we use this proprietary technology, a significant amount of our website traffic is
generated through social media channels, particularly Facebook. Facebook and other social media outlets routinely
update their algorithms to adjust what content is displayed in users feeds. The test and measurement feature of our
technology help us to stay current in maximizing website traffic from social media channels as these algorithms
change. We have seven issued patents related to the SDS technology.

Our digital publishing businesses generate revenue by displaying advertisements to our users as they view content on
our websites. We source ads by working directly with advertisers, or their advertising agencies, and by working
through several third party ad networks who are all bidding against each other for our advertising inventory in real
time. Advertisements are typically priced as a base price per thousand views, also known as Cost-Per-Mille (CPM),
but can also be priced as a base price per click, also known as Cost-Per-Click (CPC), or as a base price per intended
action, also known as Cost-Per-Action (CPA). The vast majority of our revenues are derived from ads sourced from
third party ad networks.

Digital Publishing 11
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The table below shows our Digital Publishing revenue increase from approximately $70,000 in July 2016 to
approximately $380,000 in December 2016. You should not view the increase in Digital Publishing revenue as
indicative of our full financial results for the period ended December 31, 2016, or as indicative of the results of our
digital publishing segment for the period ended December 31, 2016. Historically, we have generated losses from our
operations, and have generated net losses in our digital publishing segment of approximately $45,982,000 through
December 31, 2016.

The table below shows the increase in our Digital Publishing pageviews from just under 20,000,000 in July 2016 to
approximately 80,000,000 in December 2016. Pageviews and visits are measured by our third party Google Analytics
platform. A pageview is an instance of a page being loaded (or reloaded) in a browser. A visit is a group of
interactions that take place on our web properties within a given time frame and can include multiple pageviews.

Digital Publishing 12
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The table below shows the net loss by month for our Digital Publishing segment from July 2016 to December 2016.

DraftDay.com

DDGG operates a daily fantasy sports website at DraftDay.com, and other white-label websites on behalf of its
business-to-business clients. The DraftDay business is focused on the business-to-business market allowing consumer
brands entry into the fantasy sports market with turnkey solutions in the United States and Canada. By using DDGG s

white-label solution, a business can offer a fantasy sports product to its customers without incurring the ongoing
technology costs and other capital expenditures. By focusing on offering white-label solutions to businesses, DDGG s
strategy is to build a network of players through the established databases of DDGG s participating clients. This model
is strategically focused to minimize costs of user acquisition. In addition, the aggregated network of users across

DDGG s clients databases creates larger prize pools to generate higher player engagement and retention. DDGG
continues to develop its business plan by focusing on the regulated market of casinos as well as the entertainment and

sports industries.

Choose Digital

Choose Digital is a white-label digital marketplace featuring a recent and wide range of digital content, including
music, eBooks and audiobooks. Choose Digital s technology and expertise provides the ability for client companies
and organizations to quickly add digital media items to their loyalty reward programs. The marketplace can be fully

branded and integrated seamlessly into clients current online environments. Choose Digital generates revenues when
participants in Choose Digital s clients loyalty programs redeem loyalty credits for digital content provided by Choose
Digital. For example, if a participant in a loyalty program redeems credits for a song download provided by Choose
Digital, the client loyalty program pays Choose Digital for the download. We are currently restructuring this line of
business.

Intellectual Property

Our digital publishing, gaming and digital content distribution businesses are enabled by multiple technology
platforms primarily developed internally including proprietary and patented software.

We protect our technology through seeking intellectual property registration and filings. We register certain domain
names, trademarks and service marks in the United States and in certain locations outside the

DraftDay.com 13
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United States. Circumstances outside of our control could pose a threat to our intellectual property rights. Effective
intellectual property protection may not be available in the United States or other countries in which we provide our
solution. In addition, the efforts we have taken to protect our intellectual property rights may not be sufficient or
effective. Any impairment of our intellectual property rights could harm our business, our ability to compete and our
operating results.

Viggle Rewards Business Discontinued Operations

Viggle is a mobile and web-based entertainment marketing platform that uses incentives to make content consumption
and discovery more rewarding for media companies, brands and consumers.

Private Placement

On July 12, 2016, we closed a private placement (the Private Placement ) of $4,170,000 principal amount of
convertible debentures (the Debentures ) and common stock purchase warrants (the Warrants ). The Debentures and
Warrants were issued pursuant to a Securities Purchase Agreement, dated July 12, 2016 (the Purchase Agreement ), by
and among us and certain accredited investors within the meaning of the Securities Act of 1933, as amended (the
Purchasers ). We are currently in default under the Debentures for failure to make amortization payments and to
maintain a minimum cash reserve.

In connection with this offering, we have agreed in principle with holders of $4,169,737 of principal amount of the
Debentures to repay the principal amount of such Debentures with the proceeds from this offering, and convert all of
our remaining obligations to such holders, valued in aggregate at $908,047 into shares of our common stock at the
public offering price, resulting in the issuance of 388,055 shares based on a conversion price of $2.34.

Recent Developments

We are negotiating the sale of a majority stake in our non-core assets principally in the technology space, including
certain intellectual property related to SDS and the assets related to the Draft Day daily fantasy sports business. If
completed, the contemplated transaction would combine these assets in to a new company, Element(X). We intend to
sell 80.1% of Element(X) to a newly formed and separately funded entity owned by current and former employees of
Function(x). In addition, the Company intends to enter into a shared services agreement with Element(X) providing
for payment for services related to legal, accounting and office-related services, among other things. The terms of any
such transaction will be determined on an arms-length basis and will only be consummated if the board of directors
determines that the transaction is in our best interests as a company. There can be no assurance that we will be
successful in consummating such a transaction on the terms as described, or at all.

We are also negotiating an amendment to the exchange agreement with Mr. Sillerman, pursuant to which he and his
affiliated entities would agree to convert 100% of their Series C Preferred shares plus accrued dividends at $2.34
which would result in the issuance of 15,593,291 shares. The amendment would permit the line of credit from an

affiliate of Mr. Sillerman in the amount of approximately $2,865,000 to remain outstanding after the consummation of
this offering and exchange. The conversion price represents a 4% premium to the closing price of our common stock
on January 13, 2017.

On January 19, 2017 we named Brian Rosin our Chief Operating Officer.

Intellectual Property 14
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Going Concern

Our Consolidated Financial Statements as of June 30, 2016, and the auditor s report on those consolidated financial
statements, include a disclosure paragraph regarding the uncertainty of our ability to remain a going concern, which
implies that we will continue to realize our assets and discharge our liabilities in the normal course of business. We
are unlikely to pay dividends or generate significant revenue or earnings in the immediate or foreseeable future. The

continuation of us as a going concern is dependent upon the continued financial support from its stockholders and our

ability to obtain necessary equity and/or debt financing to continue development of our business and to increase

revenue. Management intends to raise additional funds through equity and/or debt offerings until sustainable revenues
are developed. There is no assurance such equity and/or debt offerings will be successful or that development of the
business will be successful, and therefore there is substantial doubt about our ability to continue as a going concern

within one year after the

Going Concern 15
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financial statements are issued. The accompanying consolidated financial statements do not include any adjustments
that might result from the outcome of these uncertainties.

We have assessed the effectiveness of our internal control over disclosure controls and procedures as of December 31,

2016. As a result of this assessment, we concluded that, as of December 31, 2016, our internal control over disclosure

controls and procedures was not effective. Our management identified a material weakness in our internal control over

disclosure controls and procedures as a result of insufficient levels of supervision and review of the disclosure controls
and procedures process.

We plan to take steps to enhance and improve the design of our internal control over disclosure controls and
procedures. To remediate such weaknesses, we intend to appoint in the near future additional qualified personnel to
address inadequate segregation of duties and ineffective risk management. These remediation efforts are largely
dependent upon our securing additional financing to cover the costs of implementing the changes required. If we are
unsuccessful in securing such funds, remediation efforts may be adversely affected in a material manner.

Corporate Information

We were incorporated in Delaware in July 1994, and were formerly known as DraftDay Fantasy Sports, Inc., Viggle
Inc., Function(x) Inc., and Gateway Industries, Inc.

Our principal executive offices are located at 902 Broadway, 11t Floor, New York, New York 10010. The telephone
number at our principal executive office is (212) 231-0092. Our website address is www.functionxinc.com.
Information contained on our website is not deemed part of this prospectus.

Corporate Information 16
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THE OFFERING

Common stock offered by us
2,666,666 shares of our common stock (or 3,066,666 shares if the underwriters exercise their over-allotment option
in full) based on an assumed offering price of $2.25 per share.

Over-allotment option
We have granted the underwriters an option for a period of up to 45 days to purchase up to 400,000 additional shares
of common stock to cover overallotments, if any based on an assumed offering price of $2.25 per share.

Common stock to be outstanding immediately after this offering
6,919,610 shares (or 7,319,610 shares if the underwriters exercise their over-allotment option in full) based on an
assumed offering price of $2.25 per share.

Use of Proceeds
We estimate that the net proceeds from this offering will be approximately $5,365,000 million, or approximately
$4,465,000 million if the underwriters exercise their overallotment option in full, at an assumed offering price of
$2.25 per share, after deducting the underwriting discounts and commissions and estimated offering expenses
payable by us. We will use the proceeds to reduce or satisfy indebtedness, including reducing the outstanding
principal of the debentures issued in July 2016 to settle trade payables, for acquisitions, and for general corporate
working capital. See Use of Proceeds for a more complete description of the intended use of proceeds from this
offering.

Representative s Warrants
The registration statement of which this prospectus is a part also registers for sale warrants to purchase shares of our
common stock to the representative of the underwriters as a portion of the underwriting compensation payable to the
underwriters in connection with this offering. The warrants will be exercisable for a four-year period commencing
one year following the effective date of this offering at an exercise price equal to 125% of the public offering price
of the common stock. Please see Underwriting Representatives Warrants for a description of these warrants.

Risk Factors
You should read the Risk Factors section of this prospectus beginning on page 9 for a discussion of factors to
consider carefully before deciding to invest in shares of our common stock.

NASDAQ Capital Market Trading Symbol

FNCX
The number of shares of our common stock that will be outstanding immediately after this offering is based on
4,252,944 shares of common stock outstanding as of February 17, 2017, and excludes the following:

45,351 shares of common stock issuable upon the exercise of options outstanding as of September 30, 2016, with a
weighted-average exercise price of $238.40 per share;
264,070 shares of common stock reserved for future issuance under our 2011 Executive Incentive Plan, as well as any

automatic increases in the number of shares of our common stock reserved for future issuance under the plan;
7
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780,230 shares of common stock issuable upon conversion of outstanding Debentures (including accrued interest)
held by the selling stockholders at a conversion price of $6.266; and
407,850 shares of common stock issuable upon exercise of outstanding warrants to purchase shares of common stock
with an exercise price of $6.528 per share.
Except as otherwise stated herein, the information in this prospectus assumes no exercise by the underwriters of their
option to purchase up to an additional 400,000 shares of common stock to cover over-allotments, if any based on an
assumed offering price of $2.25 per share.

THE OFFERING 18
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RISK FACTORS

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

Our business has substantial indebtedness and trade payables.

We currently have, and will likely continue to have, a substantial amount of indebtedness and trade payables. These
obligations could, among other things, make it more difficult for us to satisfy our debt obligations, require us to use a
large portion of our cash flow from operations to repay and service our debt or otherwise create liquidity problems,
limit our flexibility to adjust to market conditions, place us at a competitive disadvantage and expose us to interest rate
fluctuations. As of December 31, 2016, we had total indebtedness of approximately $13,067,000 and trade payables of
approximately $10,250,000. We have recently entered into the following transactions affecting indebtedness:

We and SIC III, SIC IV, and SIC VI, each an affiliate of Sillerman, entered into a Note Exchange Agreement pursuant
to which all of the outstanding principal and accrued interest of certain notes held by SIC III, SIC IV, and SIC VI
other than $900,000 of debt held by SIC IV pursuant to that certain Line of Credit Grid Promissory Note dated as of
June 11, 2015, was exchanged for 30,175 shares of our Series C Preferred Stock; and
In connection with the Private Placement and the acquisition of the Rant Assets, we issued $4,444,444
principal amount of Debentures, delivered a Secured Convertible Promissory Note to Rant in the amount of
$3,000,000 and assumed $2,000,000 of liabilities of Rant, thereby increasing our trade payables and total
indebtedness significantly.
While we have attempted to settle with many of the vendors to which the trade payables are owed, there can be no
assurances that we will be able to do so at all or be able to do so on favorable terms. Failure to settle these trade
payables could result in litigation, which could lead to attachments and liens on our assets. In addition, vendors could
potentially seek to file against us involuntary reorganization proceedings.

We expect to obtain the money to pay our expenses, to pay our trade payables and to pay the principal and interest on
our indebtedness from cash flow from our operations and potentially from other debt and/or equity offerings.
Accordingly, our ability to meet our obligations depends on our future performance and capital raising activities,
which will be affected by financial, business, economic and other factors, many of which are beyond our control. If
our cash flow and capital resources prove inadequate to allow us to pay the principal and interest on our debt and meet
our other obligations, we could face substantial liquidity problems and might be required to dispose of material assets
or operations, restructure or refinance our debt, which we may be unable to do on acceptable terms, and forgo
attractive business opportunities. In addition, the terms of our existing or future debt agreements may restrict us from
pursuing any of these alternatives.

We are currently in default under the Debentures issued in the
Private Placement and the note issued in connection with the
Rant Acquisition.

As described in  Private Placement; Events of Default , we are currently in default under the Debentures issued in the
Private Placement for failure to make amortization payments and for failure to maintain the Minimum Cash Reserve.
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On October 12, 2016, the first amortization payment in the amount of $444,000, plus accrued interest of
approximately $114,000 pursuant to the terms of the Debentures became due and payable to the Purchasers. We did
not make such payment at the time it was due. We entered into waiver agreements with Purchasers holding
approximately 87% of the principal amount of the Debentures. Such waivers are not binding on the remaining
Purchaser of the Debentures. Pursuant to the terms of the Waiver, the Purchasers have agreed to waive the payment of
the amortization payments and accrued interest due for October 2016 and November 2016. In consideration for
waiving the payment terms of the Debentures, we paid, upon execution of the Waiver, 10% of the Amortization
Amount that became due on October 12, 2016 and paid on November 12, 2016 10% of the Amortization Amount due
in November 2016. All other amounts will be due
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and payable in accordance with the terms of the Debentures, with the deferred payments due at maturity. We did not
receive a waiver from one of our debenture holders, holding approximately 13% of the principal amount of the
Debentures with respect to the event of default arising out of our failure to make the first amortization payment when
due. Pursuant to the terms of the Debentures, such holder has sent a notice of acceleration, stating that the Company
owes $696,000, reflecting the principal amount of the Debenture plus interest through November 1, 2016. Interest will
accrue at 18% until this amount is satisfied. We are seeking to settle the matter with the holder; however, there can be
no assurance that an agreement will be reached.

The waivers entered into with some of the Purchasers related to the failure to pay the amortization amount do not
address the failure to maintain the Minimum Cash Reserve. In addition, we are currently in default with respect to the
amortization payments due in January and February 2017.

Pursuant to the terms of the Debentures, the failure to cure the non-payment of amortization or failure to maintain the
Minimum Cash Reserve within three trading days after the due date constituted an Event of Default. Following the
occurrence of an event of default, among other things: (1) at the Purchaser s election, the outstanding principal amount
of the Debentures, plus accrued but unpaid interest, plus all interest that would have been earned through the one year
anniversary of the original issue date if such interest has not yet accrued, liquidated damages and other amounts owed
through the date of acceleration, shall become immediately due and payable in either cash or stock pursuant to the
terms of the Debentures; and (2) the interest rate on the Debentures will increase to the lesser of 18% or the maximum
allowed by law. In addition to other remedies available to the Purchasers, the Company s obligation to repay amounts
due under the Debentures is secured by a first priority security interest in and lien on all of the Company s assets and
property, including our intellectual property, and such remedies can be exercised by the Purchasers without additional
notice to the Company.

If holders of the Debentures accelerate the amounts owed under the Debentures as a result of the events of default and
request such payment in shares of our common stock, the conversion price for those shares will be substantially less
than the current conversion price of $6.266. As a result, we could be required to issue additional shares that would
dilute the ownership of current stockholders.

In connection with this offering, we have agreed in principle with holders of $4,170,000 of principal amount of the
Debentures to repay the principal amount of such Debentures with the proceeds from this offering, and convert all of
our remaining obligations to such holders, valued in aggregate at $908,047 into shares of our common stock at the
public offering price, resulting in the issuance of 388,055 shares based on a conversion price of $2.34.

Under terms of the $3,000,000 Secured Convertible Note issued in connection with the acquisition of Rant, a default
under other indebtedness owed by us constitutes a default under the Rant Note. However, the holder of the Rant Note
has executed a waiver that provides that, until May 15, 2017, the events of default arising out of the failure to pay the
amounts due under the Debentures as of the date of the waiver and the failure by us to maintain the Minimum Cash
Reserve shall not constitute events of default for purposes of the Rant Note.

Pursuant to the terms of the Registration Rights Agreement, we were required, on or before 30 days after the closing
of the Private Placement, to file a registration statement with the Securities and Exchange Commission (the SEC )
covering the resale of the shares of our common stock issuable pursuant to the Debentures and Warrants and to use
commercially reasonable efforts to have the registration declared effective as soon as practicable, but in no event later
than 90 days after the filing date. The resale Registration Statement was declared effective on December 6, 2016. As a
result, the Purchasers were entitled to liquidated damages calculated as follows:

We are currently in default under the Debentures issued in thePrivate Placement and the note issued in cBhnection
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$62,000, 1.5% of the purchase price paid for securities purchased pursuant to the Purchase Agreement, payable in

cash; and
19,741 shares of our common stock, equivalent to 1.5%, or $62,000, of the purchase price divided by the average

closing bid price for our common stock for the five-day period prior to the date liquidated damages became due (or

the monthly anniversary thereof).
After the first monthly anniversary, any liquidated damages were pro-rated on a daily basis for any portion of a month

before the Registration Statement was declared effective.
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We may have contingent liability arising out of a possible
violation of Section 5 of the Securities Act in connection with
our use of the free writing prospectuses filed with the Securities
and Exchange Commission on January 19, 2017 and January 23,
2017.

Rule 433(b)(2) of the Securities Act requires that an unseasoned issuer (such as the company) disseminating a free
writing prospectus must accompany or precede such free writing prospectus with the most recent statutory prospectus
(unless there have been no changes to a previously provided prospectus).

On January 19, 2017 and January 23, 2017, after filing Amendment No. 1 to the registration statement of which this
prospectus forms a part, or Amendment No. 1, we filed a free writing prospectus with the SEC. Amendment No. 1 did
not include the volume or amount of shares being offered. We intend to re-circulate an amended preliminary
prospectus to all recipients of the free writing prospectuses that includes the volume of shares or amount being
offered.

Our use of the free writing prospectuses could be challenged as a violation of Section 5 of the Securities Act. If our
use of the free writing prospectuses is challenged, we could have a contingent liability arising out of the possible
violation of Section 5 of the Securities Act. Any liability would depend upon the number of shares purchased by the

recipients of the free writing prospectuses. If a claim were brought by any such recipients of such free writing
prospectuses and a court were to conclude that the public dissemination of such free writing prospectus constituted a
violation of Section 5 of the Securities Act, the recipient may have rescission rights and we could be required to
repurchase the shares sold to the recipients who reviewed such free writing prospectuses, at the original purchase
price, plus statutory interest from the date of purchase, for claims brought during a period of one year from the date of
their purchase of shares. We could also incur considerable expense in contesting any such claims. Such payments and
expenses, if required, could significantly reduce the amount of working capital we have available for our operations
and business plan, delay or prevent us from completing our plan of operations, or force us to raise additional funding
sooner than expected, which funding may not be available on favorable terms, if at all. Additionally, the value of our
securities will likely decline in value in the event we are deemed to have liability, or are required to make payments or
pay expenses in connection with the potential claim described above.

The Company has received substantial financial support from
its Chairman and Chief Executive Officer and his affiliates.

Robert F.X. Sillerman, our Chairman and Chief Executive Officer, has from time to time made loans to the Company
for working capital purposes. On August 22, 2016, approximately $30,175,000 of debt was converted into preferred
stock of the Company, and $900,000 of debt remained outstanding. Pursuant to the terms of the Purchase Agreement
entered into in connection with the Private Placement of Debentures, Mr. Sillerman agreed to guarantee for the benefit
of the Debenture Holders that we will have $1,000,000 available in our commercial bank account or otherwise
available in liquid funds, and if our available funds fall below $1,000,000, Mr. Sillerman agreed to provide the
amounts necessary to make-up the shortfall in an aggregate amount not to exceed $6,000,000; however, the first
$5,000,000 of the guaranty is to be provided by drawing down on our Line of Credit with Sillerman Investment
Company IV, LLC, an affiliate of Mr. Sillerman. Any remaining amounts, up to a maximum aggregate of $1,000,000
shall be provided by Mr. Sillerman. Since the Private Placement, Sillerman Investment Company IV, LLC has loaned

We may have contingent liability arising out of a possible violation of Section 5 of the Securities Act in cor&ction w
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an additional $3,986,000 to the Company. However, these amounts have not been sufficient to maintain the minimum
liquidity required. As a result, we are in default under the Debentures with respect to this guaranty. There can be no
assurances that Mr. Sillerman or his affiliates will provide any additional funds to us.

We may not consummate the restructuring transactions that we
are currently negotiating, and there can be no assurance that we
will be able to secure additional funding on terms favorable to
us, or at all.

We are negotiating the sale of a majority stake in our non-core assets principally in the technology space, including
certain intellectual property related to SDS and the assets related to the Draft Day daily fantasy sports business. If
completed, the contemplated transaction would combine these assets in to a new company, Element(X). We intend to
sell 80.1% of Element(X) to a newly formed and separately funded entity owned by current and former employees of
Function(x). In addition the Company intends to enter into a shared services agreement with Element(X) providing for
payment for services related to legal, accounting and office-related
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services, among other things. The terms of any such transaction will be determined on an arms-length basis and will
only be consummated if the board of directors determines that the transaction is in our best interests as a company.
There can be no assurance that we will be successful in consummating such a transaction on the terms as described, or
at all.

In connection with this offering, we have agreed in principle with holders of $4,170,000 of principal amount of the
Debentures to repay the principal amount of such Debentures with the proceeds from this offering, and convert all of
our remaining obligations to such holders, valued in aggregate at $908,047 into shares of our common stock at the
public offering price, resulting in the issuance of 388,055 shares based on a conversion price of $2.34.

We are also negotiating an amendment to the exchange agreement with Mr. Sillerman, pursuant to which he and his
affiliated entities would agree to convert 100% of their Series C Preferred shares plus accrued dividends at $2.34
which would result in the issuance of 15,593,291 shares. The amendment would permit the line of credit from an
affiliate of Mr. Sillerman in the amount of $3,986,000 to remain outstanding after the consummation of this offering
and exchange.

These transactions have not been consummated, and the parties have not yet agreed to final terms. If these transactions
are not consummated, then we would not receive the potential benefit of these transactions. In addition, we may have
to seek alternative sources of funds, and there can be no guarantee that such funds will be available to us on favorable
terms, or at all. Any of the foregoing could have a material adverse impact on our operations and financial condition
and our ability to continue as a going concern.

The sale of our Viggle rewards business to Perk and the
acquisition of the assets of Rant has changed our business
model.

The sale of the Viggle rewards business to Perk and the acquisition of assets of Rant changed our business model. As
a result of these transactions, we are a smaller business and are focused on the social publishing industry. Our revenue
levels are likely to be different, and possibly lower, than those previously achieved. Our historic stock price has been
volatile and the future market price for our common stock is likely to continue to be volatile.

The issuance and sale of common stock upon conversion of the
Series C preferred shares, the Debentures and the other
convertible securities to be issued, may depress the market
price of our common stock.

If there are sequential conversions of the debentures, and sales of such converted shares take place, the price of our
common stock may decline. The shares of common stock issuable upon conversion of these securities may be sold
without restriction pursuant to the resale registration statement.

In connection with this offering, we have agreed in principle with holders of $4,170,000 of principal amount of the
Debentures to repay the principal amount of such Debentures with the proceeds from this offering, and convert all of
our remaining obligations to such holders, valued in aggregate at $908,047 into shares of our common stock at the
public offering price, resulting in the issuance of 388,055 shares based on a conversion price of $2.34.

We may not consummate the restructuring transactions that weare currently negotiating, and there can b&ho assut
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We are also negotiating an amendment to the exchange agreement with Mr. Sillerman, pursuant to which he and his
affiliated entities would agree to convert 100% of their Series C Preferred shares plus accrued dividends at $2.34
which would result in the issuance of 15,593,291 shares. The amendment would permit the line of credit from an
affiliate of Mr. Sillerman in the amount of approximately $3,986,000 to remain outstanding after the consummation of
this offering and exchange. The conversion price represents a 4% premium to the closing price of our common stock
on January 13, 2017.

The common stock issuable upon conversion of the debentures or the Series C preferred shares may represent
overhang that may also adversely affect the market price of our common stock. Overhang occurs when there is a
greater supply of a company s stock in the market than there is demand for that stock. When this happens the price of
the company s stock will decrease, and any additional shares which shareholders attempt to sell in the market will only
further decrease the share price. If the share volume of our common stock cannot absorb
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the issuance of the 388,055 shares issuable to the debenture holders and the 15,593,291 shares issuable to Mr.
Sillerman and his affiliated entities described above, then the value of our common stock will likely decrease.

Our historic stock price has been volatile and the future market
price for our common stock is likely to continue to be volatile.

The public market for our common stock has historically been volatile. Any future market price for our shares is likely
to continue to be volatile. This price volatility may make it more difficult for you to sell shares when you want at
prices you find attractive. The stock market in general has experienced extreme price and volume fluctuations that
have often been unrelated or disproportionate to the operating performance of specific companies. Broad market
factors and the investing public s negative perception of our business may reduce our stock price, regardless of our
operating performance. Further, the market for our common stock is limited and we cannot assure you that a larger
market will ever be developed or maintained. Market fluctuations and volatility, as well as general economic, market
and political conditions, could reduce our market price. As a result, these factors may make it more difficult or
impossible for you to sell shares of our common stock for a positive return on your investment.

We have a history of losses, expect future losses and cannot
assure you that we will achieve profitability.

We have incurred significant net losses and negative cash flow from operations since our inception. We incurred net
losses from continuing operations of $10,288,000 and $58,109,000 for the six months ended December 31, 2016 and
December 31, 2015, respectively. We have an accumulated deficit of approximately $438,280,000 as of December 31,
2016 and $428,380,000 as of June 30, 2016. We have not achieved profitability since inception and cannot be certain
that we will ever achieve profitability. Our ability to continue as a going concern is dependent upon raising capital
from financing transactions, increasing revenue in our remaining businesses throughout the year and keeping
operating expenses below our revenue levels in order to achieve positive cash flows, none of which can be assured. If
we achieve profitability, we may not be able to sustain it.

Our independent registered public accounting firm s report
contains an explanatory paragraph that expresses substantial
doubt about our ability to continue as a going concern.

The report of our independent registered public accounting firm contained in our annual report on Form 10-K for the
fiscal year ended June 30, 2016 contains an explanatory paragraph expressing substantial doubt about our ability to
remain a going concern because we have suffered recurring losses from operations and, at June 30, 2016, had a
working capital deficiency. We are unlikely to pay dividends or generate significant earnings in the immediate or
foreseeable future. The continuation of our Company as a going concern is dependent upon the continued financial
support from our largest stockholders and the ability of our Company to obtain necessary equity and debt financing to
continue development of our business and to generate revenue. Management intends to raise additional funds through
equity and debt offerings until sustainable revenues are developed. No assurance can be given that such equity and
debt offerings will be successful or that development of our business will continue successfully.

Our historic stock price has been volatile and the future market price for our common stock is likely to con2iue to b
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The independent directors are exploring strategic alternatives.
There can be no assurances that any transaction will occur, or if
such a transaction does occur, the value of that transaction to
our company or our stockholders.

The independent directors are exploring strategic alternatives to enhance value. These alternatives could include,
among others, possible joint ventures, strategic partnerships, marketing alliances, acquisitions, sale of all or some of
our assets or other possible transactions, including the possibility of reorganization. However, there can be no
assurance that any such strategic transaction will occur or be successful. In addition, if such a transaction occurs, there
can be no assurances as to the value of any such transaction to us or our stockholders. While continuing to explore
strategic alternatives, we have approved: (i) recapitalization plan involving the conversion of $34,800,000 of debt held
by SIC III, SIC IV and SIC VI, each an affiliate of our Chairman and Chief Executive Officer and the conversion of
3,000 shares of our Series C Preferred Stock into up to 19,800,000 shares of our common stock; (ii) the Reverse Stock
Split; (iii) the acquisition of substantially all of the assets of Rant.
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Exercise of convertible instruments and conversion of preferred
stock will dilute your percentage of ownership and could cause
our stock price to fall.

As of December 31, 2016, we have outstanding stock options to purchase 45,356 shares of common stock and
unvested restricted stock units for 50,374 shares of common stock. Exercise of any of these options or warrants, or
conversion of any of the shares of preferred stock, would result in our issuing a significant number of additional
shares of common stock. Additionally, we have more than 3,000,000 shares available for issuance under the 2011
Executive Incentive Plan. In the future, we may further increase the number of shares available for issuance under that
plan. We have entered into an Exchange Agreement and a Note Exchange Agreement (as described below) with
affiliates of our Chief Executive Officer, Robert F.X. Sillerman that provides for the conversion of 33,175 shares of
Series C Preferred Stock into up to 6,379,808 shares of our common stock. In connection with the Private Placement,
we have issued convertible debentures and warrants that are convertible and exercisable for up to 3,723,224 shares of
common stock (plus, if applicable, potential additional shares that may be required for liquidated damages.) The
issuance of up to 9,484,691 shares of common stock upon the conversion of shares of our outstanding Series E
Convertible Preferred stock and convertible notes issued to Rant would result in dilution of your percentage
ownership of our Company.

We estimate that, if we issued all 19,586,723 of the shares that the Majority Shareholders have approved for issuance
as described in the Information Statement on Schedule 14C filed August 19, 2016, existing shareholders, other than
Mr. Sillerman, would own approximately 18.6% of the shares of our common stock outstanding immediately after the
conversion is completed.

The Company entered into an Exchange Agreement on July 8, 2016, as amended July 20, 2016 (the July Exchange
Agreement ), with three of the affiliates of Mr. Sillerman, to allow for the exchange for shares of common stock of the
Company of: (i) 3,000 shares of the Company s Series C Convertible Redeemable Preferred Stock and a Line of Credit
Promissory Note, dated October 24, 2014, in the amount of $20,000,000 plus accrued interest held by SIC III; (ii) a
Line of Credit Grid Promissory Note, dated June 12, 2015, as amended July 20, 2016 in the amount of $3,401,000

plus accrued interest held by SIC IV as of the date hereof; (iii) a Revolving Secured Promissory Note, dated January
27,2016, in the amount of $1,500,000 plus accrued interest, a Revolving Secured Promissory Note, dated March 29,
2016, in the amount of $500,000 plus accrued interest, a Revolving Secured Promissory Note, dated April 25, 2016 in
the amount of $500,000 plus accrued interest, a Revolving Secured Promissory Note, dated May 16, 2016, in the
amount of $500,000 plus accrued interest and a Revolving Secured Promissory Note, dated June 27, 2016, in the
amount of $1,200,000 plus accrued interest held by SIC VI; and (iv) up to an additional $5,000,000 under the Line of
Credit Grid Promissory Note dated June 12, 2015 and amended July 20, 2016 held by SIC IV.

Under the July Exchange Agreement, issuance of the shares in the exchange is conditioned upon approval of the
Company s shareholders, the closing of an offering of the Company s common stock in the amount of at least
$10,000,000, approval of its Listing of Additional Shares application with NASDAQ, the Company shall not be
subject to any bankruptcy proceeding, and various other conditions. The Exchange Price shall be equal to the lesser of
$5.20 and the price at which the Debentures can be exchanged for shares of the Company s common stock, so long as
the Company received a valuation that the exchange price reflects fair value. The agreement provides for termination
in the event the conditions are not satisfied by March 31, 2017.

On August 22, 2016, we and SIC III, SIC IV, and SIC VI entered into an Note Exchange Agreement pursuant to
which $30,175,000 which represents all of the then outstanding principal and accrued interest of certain notes held by
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SIC III, SIC 1V, and SIC VI (the Sillerman Notes ) other than $900,000 of debt held by SIC IV pursuant to that certain
Line of Credit Grid Promissory Note dated as of June 11, 2015 (the SIC IV Note ), was exchanged for 30,175 shares of
the Company s Series C Preferred Stock. The exchange price (and therefore the number of shares set forth above) was
$1,000 per share. The Note Exchange Agreement provided for the newly issued shares to be held subject to the
obligations to convert the shares into common stock on the terms and on the conditions set forth in the Exchange
Agreement described in the Company s Form 8-K filed on July 13, 2016, and subject to the additional obligations set
forth in the Subordination Agreement and the Lockup Agreements also described therein. The $900,000 of debt that
remained outstanding under the SIC IV Note will also remain subject to the Exchange Agreement. As a result of

entering into such Agreement, the Certificate of Designation of the Class C Preferred Stock was modified to
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remove the right of the holder to convert any such Series C Preferred Shares into common shares, but Mr. Sillerman
continues to be bound to convert such shares in accordance with the Exchange Agreement.

We may also grant additional stock options, warrants and convertible securities. The exercise, conversion or exchange
of stock options, warrants or convertible securities will dilute the percentage ownership of our other stockholders.
Sales of a substantial number of shares of our common stock could cause the price of our common stock to fall and
could impair our ability to raise capital by selling additional securities.

Our ability to use our net operating loss carryforwards may be
limited.

As of December 31, 2016, we had net operating loss carryforwards ( NOLs ) for U.S. federal income tax purposes of
approximately $165,112,000. We generally are able to carry NOLs forward to reduce taxable income in future years.
These NOLs will begin to expire in 2030, if not utilized before that time. However, our ability to utilize the NOLs is
subject to the rules of Section 382 of the Internal Revenue Code of 1986 ( Section 382 ). Section 382 generally restricts
the use of NOLs after an ownership change. An ownership change occurs if, among other things, the stockholders (or
specified groups of stockholders) who own or have owned, directly or indirectly, five percent or more of our common
stock or are otherwise treated as five percent stockholders under Section 382 and the regulations promulgated
thereunder increase their aggregate percentage ownership of our stock by more than 50 percentage points over the
lowest percentage of the stock owned by these stockholders over a three-year rolling period. In the event of an
ownership change, Section 382 imposes an annual limitation on the amount of taxable income that we may offset with
NOLs. This annual limitation is generally equal to the product of the value of our stock on the date of the ownership
change, multiplied by the long-term tax-exempt rate published monthly by the Internal Revenue Service. Any unused
annual limitation may be carried over to later years until the applicable expiration date for the respective NOLs.

The rules of Section 382 are complex and subject to varying interpretations. Because of our numerous capital raises,
uncertainty exists as to whether we may have undergone an ownership change in the past or will undergo one as a
result of the various transactions discussed herein. Accordingly, no assurance can be given that our NOLs will be fully
available or utilizable.

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

With the release of any new product or any new features to an existing product, we are subject to the risks generally
associated with new product or feature introductions and applications, including lack of market acceptance, delays in
development and implementation, and failure of new products or features to perform as expected. In order to introduce
and market new or enhanced products or features successfully with minimal disruption in customer purchasing
patterns and user experiences, we must manage the transition from existing products in the market. There can be no
assurance that we will successfully develop and market, on a timely basis, products, product enhancements or features
that respond to technological advances by others, that our new products will adequately address the changing needs of
the market or that we will successfully manage product transitions. Further, failure to generate sufficient cash from
operations or financing activities to develop or obtain improved products and technologies could have a material
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adverse effect on our results of operations and financial condition.

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

We have financed our operations, and we expect to continue to finance our operations and acquisitions and to develop
strategic relationships, by issuing equity or convertible debt securities, which could significantly reduce the
percentage ownership of our existing stockholders. Furthermore, any newly issued securities could have rights,
preferences and privileges senior to those of our existing common stock. Moreover, any issuances by us of equity
securities may be at or below the prevailing market price of our common stock and in any event may have a dilutive
impact on your ownership interest, which could cause the market price of our common stock to decline. We may also
raise additional funds through the incurrence of debt or the issuance or sale of other securities or instruments senior to
our common stock. The holders of any debt securities or instruments we may issue would likely have rights superior
to the rights of our common stockholders.
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Since a significant amount of our voting securities are
controlled by our Chairman and Chief Executive Officer and his
affiliates, you and our other non-management stockholders may
not be able to affect the outcome in matters requiring
stockholder approval.

As of December 31, 2016, approximately 2,073,079 shares of our common stock, including warrants, options,
preferred stock or rights to acquire common stock exercisable within 60 days, are owned by Mr. Sillerman and his
affiliates, representing a significant percentage of the total voting power. As a result, Mr. Sillerman and his affiliates
essentially have the ability to elect all of our directors and to approve any action requiring stockholder action. It is
possible that the interests of Mr. Sillerman could conflict in certain circumstances with those of other stockholders.
Such concentrated ownership may also make it difficult for our stockholders to receive a premium for their shares of
common stock in the event we merge with a third party or enter into other transactions that require stockholder
approval. These provisions could also limit the price that investors might be willing to pay in the future for shares of
our common stock.

Pursuant to the Information Statement on Form 14C filed on August 19, 2016, the holder of a majority of our issued
and outstanding shares has authorized the issuance of shares for a recapitalization plan involving the conversion of up
to $34,800,000 of debt held by SIC III, SIC IV and SIC VI, each an affiliate of our Chairman and Chief Executive
Officer, and the conversion of 3,000 shares of our Series C Preferred Stock into up to 7,016,981 shares of our
common stock. Such approval became effective on behalf of our shareholders on September 15, 2016. As a result,
there could be dilution of our shareholders if those conversions are effectuated. Mr. Sillerman now has voting control
of the Company and, to the extent he also converts in accordance with his exchange agreements, he will remain
majority shareholder.

We rely on key members of management, and the loss of their
services could adversely affect our success and development.

Our success depends on the expertise and continued service of Mr. Sillerman and certain other key executives and
technical personnel. These individuals are a significant factor in our growth and ability to meet our business
objectives. In particular, our success is highly dependent upon the efforts of our executive officers and our directors,
particularly Mr. Sillerman. It may be difficult to find a sufficiently qualified individual to replace Mr. Sillerman or
other key executives in the event of death, disability or resignation, resulting in our being unable to satisfactorily
execute our business. The loss of one or more of our executive officers and directors could slow the growth of our
business, or it may cease to operate at all, which may result in the total loss of an investor s investment.

Compensation may be paid to our executive officers, directors
and employees regardless of our profitability, which may limit
our ability to finance our business and adversely affect our
business.

We may seek to raise additional funds, finance acquisitions ordevelop strategic relationships by issuing c&@ital stoc
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Mr. Sillerman and other executive officers are receiving compensation, and other current and future employees of our
company may be entitled to receive compensation, payments and reimbursements regardless of whether we operate at
a profit or a loss. Any compensation received by Mr. Sillerman or any other senior executive in the future will be
determined from time to time by our Board of Directors or our Compensation Committee. Such obligations may
negatively affect our cash flow and our ability to finance our business, which could cause our business to be
unsuccessful.

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

Mr. Sillerman and Mitchell J. Nelson, our Executive Vice President, Secretary and a director, are each engaged in
other business endeavors, including Circle Entertainment Inc. ( Circle ), in which Mr. Nelson is an executive officer.
Mr. Sillerman was also the Chairman of SFX, a company in the live entertainment business, until December 2, 2016,
when the reorganization of SFX under Chapter 11 of the Bankruptcy Code became effective. Under Mr. Sillerman s
employment agreement, he is obligated to devote his working time to our affairs, but was able to continue to perform
his responsibilities as Chairman of SFX and as a director of Circle, and may be involved in other outside
non-competitive businesses. Mr. Sillerman has agreed to present to us any business opportunities related to or
appropriate for our business. Pursuant to Mr. Nelson s employment agreement, he is obligated to devote such time and
attention to the affairs of our company as is
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necessary for him to perform his duties as Executive Vice President. He is also entitled to perform similar functions
for Circle, which is in liquidation. In addition, one of our directors, Michael Meyer, is a member of the board of
directors and chair of the audit committee of Circle and was a director of SFX until December 2, 2016, when the
reorganization of SFX under Chapter 11 of the Bankruptcy Code became effective. Although Circle, SFX and our
company have generally different business plans, interests and programs, it is conceivable there may be a conflict of
interest in determining where a potential opportunity should be brought. Conflicts of interest are prohibited as a matter
of corporate policy, except under guidelines approved by the Board of Directors, as set forth in our Code of Business
Conduct and Ethics. Our Code of Business Conduct and Ethics also sets forth the procedures to follow in the event
that a potential conflict of interest arises. In addition, not having the full time and attention of the executive officers
could cause our business results to suffer.

Our business and growth may suffer if we are unable to attract
and retain key officers or employees.

Our ability to expand operations to accommodate our anticipated growth will depend on our ability to attract and
retain qualified media, management, finance, marketing, sales and technical personnel. However, competition for
these types of employees is intense due to the limited number of qualified professionals. Our ability to meet our
business development objectives will depend in part on our ability to recruit, train and retain top quality people with
advanced skills who understand our technology and business. No assurance can be given that we will be successful in
this regard. If we are unable to engage and retain the necessary personnel, our business may be materially and
adversely affected.

We are uncertain of our ability to manage our growth.

Our ability to grow our business is dependent upon a number of factors, including our ability to hire, train and
assimilate management and other employees, the adequacy of our financial resources, our ability to identify and
efficiently provide such new products and services as our customers may require in the future, and our ability to adapt
our own systems to accommodate expanded operations.

Because of pressures from competitors with more resources,
we may fail to implement our business strategy profitably.

The social publishing business is highly fragmented, extremely competitive, and subject to rapid change. The market
for customers is intensely competitive and such competition is expected to continue to increase. We believe that our
ability to compete depends upon many factors within and beyond our control, including the ability to generate content
and attract readers. If we are successful, larger and more established media companies, with significantly greater
resources, may try to enter the market with similar products, and may be in better competitive positions than we are.
Many consumers maintain simultaneous relationships with multiple digital brands and products and can easily shift
consumption from one provider to another. Our principal competitors are in segments such as:

Digital publishing network providing original content in sports, entertainment and pets
Digital marketplace powering some of the largest loyalty programs
Digital content providers
Companies with daily fantasy sports offerings

Some of our executive officers and directors may have conflictsof interest in business opportunities that n8y bedisz
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Additionally, new competitors may be able to launch new businesses at relatively low cost. Either existing or new
competitors may develop new technologies, and our existing and potential advertisers may shift their advertising
expenditures to these new technologies. We cannot be sure that we will be able to successfully execute our business in
the face of such competition.

Failure to successfully grow the Wetpaint, Rant, DraftDay or
Choose Digital businesses in the expected time frame may
adversely affect our future results.

The success of our acquisitions of Wetpaint, Rant, DraftDay, or Choose Digital will depend, in part, on our ability to
realize the anticipated benefits from such businesses. Our management may face significant challenges in developing

Wetpaint s, Rant s, DraftDay s, or Choose Digital s businesses, and their respective technologies, organizations,
procedures, policies and operations, as well as addressing the different business

17

Because of pressures from competitors with more resources,we may fail to implement our business strate®fy profita



Edgar Filing: Function(x) Inc. - Form S-1/A

TABLE OF CONTENTS

cultures at these companies, and retaining key personnel. If Wetpaint, Rant, DraftDay, or Choose Digital are not
successfully developed, the anticipated benefits of our acquisitions of these companies may not be realized fully or at
all or may take longer to realize than expected. Developing these businesses may also be complex and time
consuming, and require substantial resources and effort.

We will still incur significant transaction and merger-related
expenses in connection with our acquisition of Choose Digital.

In connection with our acquisition of Choose Digital, we were required to make a contingent payment, which was due
within five business days after June 24, 2015, of $4,800,000, which we failed to make timely. As a result, we entered
into a Forbearance Agreement with AmossyKlein Family Holdings, LLLP (  AmossyKlein ), as representative of the
former shareholders of Choose Digital Inc. (the Stockholders ). The Forbearance Agreement provided that we would
make monthly installment payments to the Stockholders and we agreed to deliver an affidavit of confession of
judgment to be held in escrow by AmossyKlein s counsel in the event that we do not make such installment payments.
We made the installment payments through December 2015, but failed to make the payment due on January 29, 2016.
On May 12, 2016, we and AmossyKlein entered into an amendment to the Forbearance Agreement to provide for the
payment of the remaining $1,800,000. The Forbearance Agreement provides that we would make a payment of
approximately $300,000 by May 18, 2016, and thereafter, we would make monthly payments of $100,000, plus
interest, until the remaining amount is paid in full. In addition, we pledged 100,000 shares of common stock we hold
in Perk.com, Inc. as collateral for these obligations. As of the date of this filing, $354,000 is owed and the 100,000
shares have been released. Finally, we agreed if we consummate a sale of a substantial part of our assets or a public
equity offering, we will first apply the proceeds to remaining amounts due to AmossyKlein, except for payments to
advisors or expenses necessary to close such transactions. We also agreed to amend the confession of judgment. These
payments under the amended forbearance agreement will create additional strain on our limited cash resources. In
addition, the requirement to accelerate payments on a sale of a substantial part of our assets or from a public equity
offering may hinder our access to additional cash.

We will incur significant transaction and integration expenses in
connection with our acquisition of the assets of Rant.

In connection with our acquisition of the assets of Rant, we were required to make payments pursuant to a secured
convertible promissory note (the Rant Note ) that bears interest at 12% per annum on principal amount of $3,000,000.
The Rant Note matures on July 8, 2017. At the election of Rant, the secured convertible note is convertible into shares
of our common stock at a price equal to the lower of (i) $5.20 per share, or (ii) such lower price as may have been set
for conversion of any debt or securities into Common Stock held on or after the date hereof by Sillerman until the first
to occur of March 31, 2017 or the date the Rant Note has been satisfied or converted. In connection with the Rant
Note, we have entered into a Note Purchase Agreement and a Security Agreement with Rant, under which we have
granted Rant a continuing security interest in substantially all of our assets. In connection with the issuance of the
secured convertible note, Mr. Sillerman, his affiliates, and Rant entered into a subordination agreement subordinating
repayment of the Rant Note to the Debentures and entered into an Intercreditor Agreement providing for the parties
respective rights and remedies with respect to payments against the collateral held as security for both of them. The
issuance of additional equity in conversion of the Rant Note would result in dilution to existing stockholders.

Failure to successfully grow the Wetpaint, Rant, DraftDay orChoose Digital businesses in the expected tirB& frame |
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If we do not continue to develop and offer compelling content,
products and services and attract new consumers or maintain
the engagement of our existing consumers, our revenues could
be adversely affected.

In order to attract consumers and maintain or increase engagement on our Wetpaint, Rant. DraftDay and Choose
Digital properties, we believe that we must offer compelling content, products and services. Acquiring, developing
and offering new content, products and services, as well as new functionality, features and enhanced performance of
our existing content, products and services, may require significant investment and time to develop. In addition,
consumer tastes are difficult to predict and subject to rapid change. If we are unable to develop online content,
products and services that are attractive and relevant to Wetpaint, Rant, DraftDay and Choose Digital users, we may
not be able to maintain or increase our existing users
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engagement on or attract new consumers to Choose Digital, DraftDay and Wetpaint and as a result our search
rankings, traffic and usage metrics, and advertising revenues may be adversely affected.

Wetpaint and Rant rely on social media posts to drive traffic to
its websites. Changes in rules, algorithms, and display formats
of social media sites could result in a reduction in such traffic.

Wetpaint and Rant rely on posts on various social media platforms, including Facebook and Twitter, to drive users to
its websites. In the event that Facebook or Twitter changes their respective terms and conditions to prevent such
activity by Wetpaint or Rant, their user numbers could decrease. Further, these platforms change their algorithms and
application programming interfaces, or API s, in the ordinary course of business, often without notice or explanation to
publishers. Changes to these algorithms and API s may reduce the effectiveness of Wetpaint s and Rant s publishing
capabilities, and result in temporary or permanent reductions to the net numbers of fans and followers added each
month, as well as the rate at which Wetpaint or Rant content is displayed to users and clicked upon. In such cases,
traffic to Wetpaint or Rant websites could be adversely affected.

Wetpaint and Rant rely upon traffic from search engines such as
Google to bring an influx of website visitors each month. Search
engine traffic is dynamic in nature, and is subject to an
ever-changing mix of user-entered keywords, competitive
offerings, and algorithmic fluctuations by the search engines
themselves.

Search engines such as Google represent a significant source of Wetpaint and Rant traffic, and the originating source
for many users who become Wetpaint or Rant fans and followers on the social networks. The ranking of Wetpaint and
Rant content in the various search engines is always changing, and relates to algorithmic assessments by the search
engines compared to offerings that compete with Wetpaint and Rant. The popular keywords for which Wetpaint or
Rant rank highly could subside in their popularity, or Wetpaint or Rant may fail to maintain the rankings that it has
had for such keywords. In addition, as new keywords become popular, Wetpaint or Rant content may fail to rank
highly for those keywords.

If Wetpaint and Rant do not maintain talent, access, and
reputation among sources for news stories, we would lose
access to stories and our traffic and revenues could suffer.

Wetpaint and Rant are reliant upon an editorial organization and freelance talent that secures proprietary access to
stories that interest our audience. Our ability to identify and create content that interests the audience is dependent on
maintaining and growing our access to talent and sources. If we lose key editorial talent, or our reputation is not
maintained, we could lose our ability to create the content that garners audience interests, and traffic and our revenues
could be adversely affected.

Wetpaint and Rant rely on social media posts to drive traffic to its websites. Changes in rules, algorithms,3hd displ;
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Choose Digital previously generated a significant amount of its
content sales through the Viggle App, which has now been sold
to Perk. If Perk does not offer content provided by Choose
Digital, or if it uses less content provided by Choose Digital than
we used previously, Choose Digital s business could suffer.

The Viggle App, which provides rewards to its users, previously offered digital content provided through Choose
Digital. The content provided through the Viggle App was a significant part of Choose Digital s sales. The Viggle App
is now owned and operated by Perk. There can be no assurance that Perk will offer digital content provided through
Choose Digital, or that Perk will offer digital content at the same levels that were offered historically. For this and
other reasons, Choose Digital s revenues have declined considerably, and the Company is in the process of
restructuring the Choose Digital business.

Our business will suffer if our network systems fail or become
unavailable.

A reduction in the performance, reliability and availability of our network infrastructure would harm our ability to
distribute our products to our users, as well as our reputation and ability to attract and retain users and content
providers. Our systems and operations could be damaged or interrupted by fire, flood, power loss, telecommunications
failure, Internet breakdown, earthquake and similar events. Our systems could also be subject to viruses, break-ins,
sabotage, acts of terrorism, acts of vandalism, hacking, cyber-terrorism and similar misconduct. We might not carry
adequate business interruption insurance to compensate us for losses that may occur from a system outage. Any
system error or failure that causes interruption in availability of
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products, or an increase in response time, could result in a loss of potential customers or content providers, which
could have a material adverse effect on our business, financial condition and results of operations. If we suffer
sustained or repeated interruptions, our products and services could be less attractive to our users and our business
would be materially harmed.

The SEC opened a formal order of investigation relating to a
matter regarding certain dealings in our securities by an
unaffiliated third party. In addition, we have also received an
informal request from the SEC for the voluntary production of
documents and information concerning certain aspects of our
business and technology. Although we have provided
documents in response to the SEC s request, there is no
assurance that the SEC will not take any action against us.

The SEC opened a formal order of investigation relating to a matter regarding certain dealings in our securities by an
unaffiliated third party. We have also received an informal request from the staff of the SEC, dated June 11, 2012, for
the voluntary production of documents and information concerning certain aspects of our business and technology.
We initially provided documents in response to such request on July 2, 2012, and we have provided supplements and
documents for additional questions, as requested. We intend to cooperate with the SEC regarding this matter and any
other requests we may receive. However, there is no assurance that the SEC will not take any action against us. A
determination by the SEC to take action against us could be costly and time consuming, could divert the efforts and
attention of our directors, officers and employees from the operation of our business and could result in sanctions
against us, any or all of which could have a material adverse effect on our business and operating results.

Changes to federal, state or international laws or regulations
applicable to our business could adversely affect our business.

Our business is subject to a variety of federal, state and international laws and regulations, including those with
respect to privacy, advertising generally, consumer protection, content regulation, intellectual property, defamation,
child protection, advertising to and collecting information from children, taxation, employment classification and
billing. These laws and regulations, and the interpretation or application of these laws and regulations, could change.
In addition, new laws or regulations affecting our business could be enacted. These laws and regulations are
frequently costly to comply with and may divert a significant portion of management s attention. If we fail to comply
with these applicable laws or regulations, we could be subject to significant liabilities which could adversely affect
our business.

There are many federal, state and international laws that may affect our business, including measures to regulate
consumer privacy, the use of copyrighted material, the collection of certain data, network neutrality, patent protection,
cyber security, child protection, subpoena and warrant processes, taxes and tax reporting (including issuing Internal
Revenue Service 1099 forms to our users), gift cards, employee classification, employee health care, and others. If we
fail to comply with these applicable laws or regulations we could be subject to significant liabilities which could
adversely affect our business.

Our business will suffer if our network systems fail or becomeunavailable. 41
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In addition, most states have enacted legislation governing the breach of data security in which sensitive consumer
information is released or accessed. If we fail to comply with these applicable laws or regulations we could be subject
to significant liabilities which could adversely affect our business.

Many of our potential partners are subject to industry specific laws, regulations or licensing requirements, including in
the following industries: pharmaceuticals, online gaming, alcohol, adult content, tobacco, firearms, insurance,
securities brokerage, real estate, sweepstakes, free trial offers, automatic renewal services and legal services. If any of
our advertising partners fail to comply with any of these licensing requirements or other applicable laws or
regulations, or if such laws and regulations or licensing requirements become more stringent or are otherwise
expanded, our business could be adversely affected. Furthermore, these laws may also limit the way we advertise our
products and services or cause us to incur compliance costs, which could affect our revenues and could further
adversely impact our business.

There are a number of significant matters under review and discussion with respect to government regulations which
may affect the business we intend to enter and/or harm our customers, and thereby adversely affect our business,

financial condition and results of operations.
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Our earnings are subject to substantial quarterly and annual
fluctuations and to market downturns.

Our revenues and earnings may fluctuate significantly in the future. General economic or other political conditions
may cause a downturn in the market for our products or services. Despite the recent improvements in market
conditions, a future downturn in the market for our products or services could adversely affect our operating results
and increase the risk of substantial quarterly and annual fluctuations in our earnings. Our future operating results may
be affected by many factors, including, but not limited to: our ability to retain existing or secure anticipated
advertisers and publishers; our ability to develop, introduce and market new products and services on a timely basis;
changes in the mix of products developed, produced and sold; and disputes with our advertisers and publishers. These
factors affecting our future earnings are difficult to forecast and could harm our quarterly and/or annual operating
results.

If we fail to establish and maintain an effective system of
internal control, we may not be able to report our financial
results accurately and timely or to prevent fraud. Any inability to
report and file our financial results accurately and timely could
harm our reputation and adversely impact the trading price of
our common stock.

Effective internal control is necessary for us to provide reliable financial reports and prevent fraud. If we cannot
provide reliable financial reports or prevent fraud, we may not be able to manage our business as effectively as we
would if an effective control environment existed, and our business and reputation with investors may be harmed. We
are required to establish and maintain appropriate internal controls over financial reporting and disclosure controls and
procedures. Failure to establish those controls, or any failure of those controls once established, could adversely affect
our public disclosures regarding our business, prospects, financial condition or results of operations.

We have noted material weaknesses in internal control over our financial reporting and disclosure controls and
procedures. We intend to remediate these issues and have started efforts in that regard. There is no assurance that we
will be able to do so.

We made an investment in DraftDay, which operates a daily
fantasy sports website. Companies with daily fantasy sports
offerings operate in an unclear and evolving regulatory
environment. If a regulator, state attorney general or U.S.
Attorney takes the position that DDGG s business operates in
violation of applicable laws, or if laws are changed, it could
force DDGG to cease operating in certain states or to change its
business models in ways that could materially and negatively

Our earnings are subject to substantial quarterly and annual fluctuations and to market downturns. 43
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impact its business. Current regulations require that the
DraftDay Business operate in a manner that may result in
financial risk.

At a U.S. federal level, Unlawful Internet Gambling Enforcement Act of 2006 ( UIGEA ) prohibits online gambling
practices, but exempts fantasy sports, as long as they operate within certain parameters. The UIGEA specifically
exempts fantasy sports games, educational games, or any online contest that has an outcome that reflects the relative
knowledge of the participants, or their skill at physical reaction or physical manipulation (but not chance), and, in the
case of a fantasy or simulation sports game, has an outcome that is determined predominantly by accumulated
statistical results of sporting events, including any non-participant s individual performances in such sporting events...
However, all prizing must be determined and announced in advance of the competition and cannot be influenced by
the fees or number of participants. This creates financial risk because we must determine prizes for games in advance,
and if we do not have enough paying players in a game to cover the amount of the prize for the game, we could
experience significant losses.

DDGG s business is subject to an evolving legislative and regulatory landscape. Some states employ a predominance
test or a material factor test to determine whether or not a game is one of skill. Others have specific laws prohibiting
pay-to- play fantasy sports. Therefore, DDGG does not operate in Alabama, Arizona, Indiana, lowa, Louisiana,
Montana, Nevada, Tennessee, Texas, Vermont, Virginia, or Washington. Several state Attorneys General have issued
opinions that daily fantasy sports either does or does not meet the states standards under their current laws. In those
states with negative treatment, DDGG has suspended services until there is further clarity in those states through the
legal, legislative, and regulatory processes. On November 10, 2015, the New York State Attorney General issued a
letter to FanDuel and DraftKings, two of the largest competitors in the fantasy sports industry, stating that it believes
that their activities constitute illegal gambling under New York law, and instructing them to cease their offerings to
New York residents. As
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a result, DDGG has ceased its fantasy sports offerings to New York residents. However, on August 3, 2016, New
York enacted a law that legalizes and regulates fantasy sports in New York. DDGG intends to seek that approval to
operate from the New York state regulators. Approximately 33 states have introduced legislation authorizing and
regulating daily fantasy sports ranging from clarifying current state laws to adding new laws regarding daily fantasy
sports. DDGG continues to monitor the changing landscape and advocates a favorable position for daily fantasy sports
in each of these states. However, any such change could materially and adversely affect DraftDay s business.

DraftDay competes against well-established competitors in the
fantasy sports industry. If DraftDay s products do not achieve
market acceptance, it may be unable to generate revenues, may
experience significant losses, and may require additional capital
to continue operations.

DraftDay competes with FanDuel and DraftKings, two established companies in the fantasy sports industry, as well as
other competitors. Those competitors have already achieved a higher degree of market acceptance and have a large
amount of resources to continue to expand their brands and competitive positions. Competing directly with these more
established companies would require significant capital resources. In order to compete, DraftDay intends to establish
marketing and white-label relationships with various third parties. However, there can be no assurance that this
strategy will be successful, that DraftDay will be able to establish any such white label or marketing relationships or,
even if it does, that such relationships will be successful in competing against other competitors in the industry.

We have suffered a loss of human capital as a result of the Perk
Transaction. If we are unable to replace the employees lost, we
may hot be able to take advantage of opportunities in the
marketplace.

As a result of the Perk Transaction and the resulting changes in our business, many of our employees have become
Perk employees and others have left our Company. If we are unable to replace these employees, we may not have the
manpower necessary to sell advertising, to market and publicize our businesses and to take advantage of changing
market conditions.

We may be unable to compete with larger or more established
companies.

We face a large and growing number of competitors across all our lines of business. Wetpaint and Rant are content
publishers, and they face many competitors with far greater resources. They face competition from traditional media
sources, such as newspapers and magazines, many of which have their own digital properties, as well as competition
from other digital and online publishers, such as Buzzfeed and Vox Media., and many others. Choose Digital
competes with other digital content providers. Many of these competitors have substantially greater financial,
technical and marketing resources, larger customer bases, longer operating histories, greater name recognition, and
more established relationships in these industries than do we. In addition, as described in greater detail above,
DraftDay faces competition from DraftKings and FanDuel, each of which has far greater established customer bases,

DraftDay competes against well-established competitors in the fantasy sports industry. If DraftDay s prodifsts do n
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name recognition, marketing resources and financial resources than DraftDay. As a result, certain of these competitors
may be in better positions to compete with us for customers and audiences. Further, our current and/or future
competitors in the digital and mobile technology industry may develop or license technology that is similar to ours.
We cannot be sure that we will be able to compete successfully with existing or new competitors.

If our products do not achieve market acceptance, we may not
have sufficient financial resources to fund our operations or
further development.

While we believe that a viable market exists for our products, there is no assurance that our technology will prove to
be an attractive alternative to conventional or competitive products in the markets that we have identified. In the event
that a viable market for our products cannot be created for our business or our products do not achieve market
acceptance, we may need to commit greater resources than are currently available to develop a commercially viable
and competitive product. There can be no assurance that we would have sufficient financial resources to fund such
development or that such development would be successful. In addition, if our products do not generate sufficient
revenues, or we are unable to raise additional capital, we may be unable to fund our operations. Our ability to raise
additional funds will depend on financial, economic and other factors, many of which are beyond our control. There
can be no assurance that, when required, sufficient funds will be available to us on satisfactory terms.
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We may be unable to protect our intellectual property rights
from third-party claims and litigation, which could be expensive,
divert management s attention, and harm our business.

Our success is dependent in part on obtaining, maintaining and enforcing our proprietary rights and our ability to
avoid infringing on the proprietary rights of others. We seek patent protection for those inventions and technologies
for which we believe such protection is suitable and is likely to provide a competitive advantage to us. Because patent
applications in the United States are maintained in secrecy until either the patent application is published or a patent is
issued, we may not be aware of third-party patents, patent applications and other intellectual property relevant to our
products that may block our use of our intellectual property or may be used in third-party products that compete with
our products and processes. In the event a competitor or other party successfully challenges our products, processes,
patents or licenses, or claims that we have infringed upon their intellectual property, we could incur substantial
litigation costs defending against such claims, be required to pay royalties, license fees or other damages or be barred
from using the intellectual property at issue, any of which could have a material adverse effect on our business,
operating results and financial condition.

We also rely substantially on trade secrets, proprietary technology, nondisclosure and other contractual agreements,
and technical measures to protect our technology, application, design, and manufacturing know-how, and work
actively to foster continuing technological innovation to maintain and protect our competitive position. We cannot
assure you that steps taken by us to protect our intellectual property and other contractual agreements for our business
will be adequate, that our competitors will not independently develop or patent substantially equivalent or superior
technologies or be able to design around patents that we may receive, or that our intellectual property will not be
misappropriated.

23

If our products do not achieve market acceptance, we may nothave sufficient financial resources to fund et operat



Edgar Filing: Function(x) Inc. - Form S-1/A

TABLE OF CONTENTS

CAUTIONARY NOTE REGARDING
FORWARD-LOOKING STATEMENTS

Information contained in this prospectus may contain forward-looking statements. Except for the historical

information contained in this discussion of the business and the discussion and analysis of financial condition and

results of operations, the matters discussed herein are forward looking statements. This information may involve

known and unknown risks, uncertainties and other factors which may cause our actual results, performance or

achievements to be materially different from future results, performance or achievements expressed or implied by any

forward-looking statements. Forward-looking statements, which involve assumptions and describe our future plans,

strategies and expectations, are generally identifiable by use of the words may, will, should, expect, anticipate,
estimate, believe, intend or project or the negative of these words or other variations on these words or comparable

terminology. In addition to the risks and uncertainties described in Risk Factors above and elsewhere in this

prospectus, these risks and uncertainties may include risks related to:

General economic and business conditions;
Our ability to continue as a going concern;
Our ability to obtain financing necessary to operate our business;
Our ability to recruit and retain qualified personnel;
Our ability to manage future growth;
Our ability to successfully complete potential acquisitions and collaborative arrangements; and
Other factors discussed under the section entitled Risk Factors.

Forward-looking statements are based on assumptions that may be incorrect, and there can be no assurance that any
projections or other expectations included in any forward-looking statements will come to pass. Our actual results
could differ materially from those expressed or implied by the forward-looking statements as a result of various
factors. Except as required by applicable laws, we undertake no obligation to update publicly any forward-looking
statements for any reason, even if new information becomes available or other events occur in the future.
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USE OF PROCEEDS

We estimate that the net proceeds from our issuance and sale of shares of our common stock in this offering will be
approximately $5,365,000, assuming a public offering price of $2.25 per share, after deducting underwriting discounts
and commissions and estimated offering expenses payable by us in this offering. If the underwriters exercise their
over-allotment option in full, we estimate that the net proceeds from this offering will be approximately $4,465,000.

A $0.25 increase or decrease in the assumed public offering price of $2.25 per share would increase or decrease the
net proceeds from this offering by approximately $667,000, assuming that the number of shares offered by us, as set
forth on the cover page of this prospectus, remains the same and after deducting the estimated underwriting discounts
and commissions.

We intend to use the proceeds from this offing for the following purposes:

approximately $3,000,000 to repay the principal amount outstanding under the debentures issued in July 2016, which
are currently in default. The debentures mature on July 12, 2017 and bear interest at a rate of 10%; and

the remainder to settle outstanding trade payables and for general corporate working capital.
This expected use of net proceeds from this offering represents our intentions based upon our current plans and
business conditions. The amounts and timing of our actual expenditures may vary significantly depending on
numerous factors, including reaching an agreement with the debenture holders to permit the repayment of the
outstanding principal in cash. See Risk Factors. As a result, our management will retain broad discretion over the
allocation of the net proceeds from this offering. We may find it necessary or advisable to use the net proceeds from
this offering for other purposes, and we will have broad discretion in the application of net proceeds from this
offering.

Pending their use, we plan to invest the net proceeds in investment-grade, short-term, interest-bearing securities.
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MARKET PRICE OF AND DIVIDENDS ON COMMON
STOCK AND RELATED MATTERS

Market Information

Since June 13, 2016, our common stock has traded on the NASDAQ Stock Market under the symbol FNCX. From
January 28, 2016 to June 13, 2016, our common stock traded on the NASDAQ Stock Market under the symbol

DDAY. From April 25, 2014 to January 28, 2016, our common stock traded on the NASDAQ Stock Market under the
symbol VGGL. Prior to April 25, 2014, our common stock was traded in the over the counter market and was quoted
on the OTC QB Electronic Quotation Service.

The following table sets forth the high and low bid prices of our common stock during the fiscal years ended June 30,
2016 and 20135, the first quarter and a portion of the second quarter of the fiscal year ending June 30, 2017. The high
and low bid quotations reflect inter-dealer prices, without retail mark-up, mark-down, or commission, and may not
represent actual transactions.

High Low

Fiscal 2015

First Quarter $ 114.00 $ 39.00
Second Quarter $ 97.60 $ 25.40
Third Quarter $ 72.20 $ 26.20
Fourth Quarter $ 84.80 $ 27.40
Fiscal 2016

First Quarter $ 43.40 $ 16.00
Second Quarter $ 21.40 $ 7.00
Third Quarter $ 16.40 $ 4.00
Fourth Quarter $ 11.60 $ 4.80
Fiscal 2017

First Quarter $ 8.00 $ 3.00
Second Quarter $ 5.62 $ 2.09
Third Quarter (through February 14, 2017) $ 3.11 $ 1.72

Transfer Agent and Registrar

Our transfer agent and registrar is American Stock Transfer & Trust Company, LLC. Its mailing address is 6201 15t
Avenue, Brooklyn, New York 11219, and its phone number is (718) 921-8206.

Holders of Common Stock

As of February 17, 2017, there were 114 holders of record of our common stock, not including an indeterminable
number of stockholders whose shares are held in street or nominee name. As of such date, 4,252,944 shares of
common stock were issued and outstanding.
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Dividends

We have never declared or paid any cash dividends or distributions on our capital stock. We currently intend to retain
our future earnings, if any, to support operations and to finance expansion and we do not anticipate paying any cash

dividends on our common stock in the foreseeable future.
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CAPITALIZATION

Amounts in millions (except share and per share data)
The table below illustrates what the capital structure would look like on February 17, 2017, right before the

conversion. The pro-forma column represents the capital structure assuming all instruments are eligible to and do
convert on February 17, 2017. Conversion in this instance happens at the stated conversion rates.

Post Conversion Current Conversion Prices
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(D Accrued Interest and Accrued Dividends assumes a February 17, 2017 Conversion.
2) Represents the capitalization of the Company as of February 17, 2017.

Represents the capitalization of the Company as of February 17, 2017, adjusted for a $6,000,000 equity offering
(3)priced at $2.25 and issuance of Representative Warrants to the underwriters of the offering. This further assumes
the exchange of Sillerman Preferreds into common stock occurs at a price of $5.20.
Represents the capitalization of the Company as of February 17, 2017, adjusted for a $6,000,000 equity offering
priced at $2.25 and issuance of Representative Warrants to the underwriters of the offering. This is further adjusted
for a updated price of $2.34 for the exchange of Sillerman Preferreds into common stock. This exchange is also
applicable to the Other Notes.
Represents the capitalization of the Company as of February 17, 2017, adjusted for a $6,000,000 equity offering
priced at $2.25 and issuance of Representative Warrants to the underwriters of the offering. This is further adjusted
(5)for an agreement to pay off the debentures, under which principal would be repaid in cash and interest and fees
would be paid via $1,500,000 in common stock at the same terms of the New Issuance . This assumes the exchange
of Sillerman Preferreds into common stock occurs at a price of $5.20.
Represents the capitalization of the Company as of February 17, 2017, adjusted for a $6,000,000 equity offering
priced at $2.25 and issuance of Representative Warrants to the underwriters of the offering. This is further adjusted
for an agreement to pay off the debentures, under which principal would be repaid in cash and interest and fees
would be paid via $1,500,000 in common stock at the same terms of the New Issuance . This assumes the exchange
of Sillerman Preferreds into common stock occurs at an updated price of $2.34. This exchange is also applicable to
the Other Notes.

“)

(6)
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DILUTION

If you purchase shares in this offering your interest will be diluted immediately to the extent of the difference between
the assumed public offering price of $2.25 per share and the as adjusted net tangible book value per share of our
common stock immediately following this offering. Net tangible book value dilution per share to new investors
represents the difference between the amount per share paid by purchasers in this offering and the as adjusted net
tangible book value per share of common stock immediately after completion of this offering.

Our net tangible book value as of December 31, 2016 was approximately negative $25,000,000, or approximately
negative $7.57 per share. Net tangible book value per share represents our total tangible assets less total tangible
liabilities, excluding goodwill and customer relationship intangibles, divided by the number of shares of common
stock outstanding as of December 31, 2016.

After giving effect to the sale of shares of our common stock in this offering at an assumed public offering price of
$2.25 per share, after deducting underwriting discounts and commissions and estimated offering expenses payable by
us, our as adjusted net tangible book value as of December 31, 2016, would have been $20,000,000, or negative $2.91
per share. This represents an immediate increase in as adjusted net tangible book value of approximately $4.67 per
share to our existing stockholders, and an immediate dilution of $5.16 per share to purchasers of shares in this
offering, as illustrated in the following table:

Assumed public offering price per share $ 2.25

Net tangible book value per share as of December 31, 2016 ($7.57 )

Increase per share attributable to new investors $ 4.67

As adjusted net tangible book value per share after this offering (%291 )
Dilution per share to investors in this offering $ 5.16

If the underwriters exercise their over-allotment option in full, the as adjusted net tangible book value will increase to
negative $2.63 per share, representing an immediate dilution of $4.94 per share to new investors, assuming that the
assumed public offering price remains the same and after deducting underwriting discounts and commissions and the
estimated offering expenses payable by us.

Each $0.50 increase (decrease) in the assumed public offering price of $2.25 per share would increase (decrease) the
as adjusted net tangible book value by approximately $1,000,000, or approximately $0.19 per share, and increase
(decrease) the dilution per share to new investors by approximately $ 0.31 per share, assuming that the number of
shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting
underwriting discounts and commissions and the estimated offering expenses payable by us in this offering. The as
adjusted information discussed above is illustrative only and will adjust based on the actual public offering price and
other terms of this offering determined at pricing.

The number of shares of our common stock that will be outstanding immediately after this offering is based on
4,252,944 shares of our common stock outstanding as of February 17, 2017 and excludes:

45,351 shares of common stock issuable upon the exercise of options outstanding as of September 30, 2016, with a
weighted-average exercise price of $238.40 per share;

264,070 shares of common stock reserved for future issuance under our 2011 Executive Incentive Plan, as well as any
automatic increases in the number of shares of our common stock reserved for future issuance under the plan;
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780,230 shares of common stock issuable upon conversion of outstanding Debentures (including accrued interest)
held by the selling stockholders at a conversion price of $6.266; and

407,850 shares of common stock issuable upon exercise of outstanding warrants to purchase shares of common stock
with an exercise price of $6.528 per share.
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DESCRIPTION OF SECURITIES

Recapitalization and 1-for-80 Reverse Stock Split

On March 19, 2014, we effectuated a 1-for-80 reverse stock split (the 1-for-80 Reverse Split ). Under the terms of the
1-for-80 Reverse Split, each share of our common stock, issued and outstanding as of such effective date, was
automatically reclassified and changed into one-eightieth of one share of common stock, without any action by the
stockholders. Fractional shares were cashed out. On April 30, 2014, we completed a recapitalization, pursuant to

which all of our Series A preferred stock and Series B preferred stock outstanding at the time were converted into
shares of our common stock.

Reverse Stock Split

On September 16, 2016, we effected the Reverse Stock Split whereby shareholders received one share for each 20
shares of our common stock. Shareholders entitled to any fractional shares received cash in lieu of fractional shares.
As aresult of the Reverse Stock Split, we have 3,224,167 shares of common stock outstanding as of November 30,
2016. The Reverse Stock Split was approved by our Board of Directors on September 9, 2016, in part, to enable us to
regain and maintain compliance with the minimum closing bid price of $1.00 per share for continued listing on
NASDAQ Capital Market.

Authorized Capital Stock

We are authorized to issue up to 300,000,000 shares of common stock, par value $0.001 per share, and 1,000,000
shares of preferred stock, par value $0.001 per share, including (i) 100,000 shares of Series A Convertible
Redeemable Preferred Stock (with a stated value equal to $1,000 per share), (ii) 50,000 shares of Series B Convertible
Preferred Stock (with a stated value equal to $1,000 per share), (iii) 100,000 shares of Series C Convertible
Redeemable Preferred Stock (with a stated value equal to $1,000 per share), (iv) 150 shares of Series D Convertible
Preferred Stock (with a stated value equal to $1,000 per share), and (v) 10,000 shares of Series E Convertible
Preferred Stock (with a stated value equal to $1,000 per share).

Capital Stock Issued and Outstanding

As of December 31, 2016, there were issued and outstanding (i) 3,224,275 shares of common stock, (ii) zero shares of
Series A Convertible Redeemable Preferred Stock; (iii) zero shares of Series B Convertible Preferred Stock; (iv) 3,000
shares of Series C Convertible Preferred Stock; (v) zero shares of Series D Convertible Preferred Stock; (vi) 4,335
shares of Series E Convertible Preferred Stock; (vii) warrants to purchase 45,351 shares of our common stock at
exercise prices ranging from $0.01 to $8,000 per share (including the Warrants issued in the Private Placement), (viii)
Debentures convertible into up to 780,230 shares of common stock, based on their initial conversion price of $6.266
per share; and (viii) options to purchase 96,826 shares of our common stock at exercise prices ranging from $0.46 to
$3,680 per share.

Description of Common Stock
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The holders of our common stock are entitled to one vote per share on all matters submitted to a vote of the
stockholders, including the election of directors. Our Certificate of Incorporation does not provide for cumulative
voting in the election of directors. Subject to preferences that may be applicable to any then outstanding preferred
stock, holders of our common stock are entitled to receive dividends, if any, declared from time to time by the
directors out of legally available funds. We have never paid any cash dividends with respect to our common stock.
Upon liquidation, dissolution or winding up of our company, the holders of our common stock will be entitled to
receive pro rata all assets available for distribution to the holders, subject to preferences that may be applicable to any
then outstanding preferred stock.

Description of Series A Convertible Redeemable Preferred Stock

The designation, powers, preferences and rights of the shares of Series A Convertible Redeemable Preferred Stock and
the qualifications, limitations and restrictions thereof are summarized as follows:

The shares of Series A Convertible Redeemable Preferred Stock have an initial stated value of $1,000 per share.
The shares of Series A Convertible Redeemable Preferred Stock are entitled to receive quarterly cumulative dividends
at a rate equal to 7% per annum of their stated value whenever funds are
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legally available and when and as declared by our board of directors. If we declare a dividend or the distribution of our
assets, the holders of Series A Convertible Redeemable Preferred Stock will be entitled to participate in the
distribution to the same extent as if they had converted each share of Series A Convertible Redeemable Preferred
Stock held into our common stock.

Each share of Series A Convertible Redeemable Preferred Stock is convertible, at the option of the holders, into
shares of our common stock at a conversion price of $23.00.

We may redeem any or all of the outstanding Series A Convertible Redeemable Preferred Stock at any time at their
then current stated value, subject to a redemption premium of (i) 8% if redeemed prior to the one year anniversary of
the initial issuance date; (ii) 6% if redeemed on or after the one year anniversary of the initial issuance date and prior
to the two year anniversary of the initial issuance date; (iii) 4% if redeemed on or after the two year anniversary of the
initial issuance date and prior to the three year anniversary of the initial issuance date; (iv) 2% if redeemed on or after
the three year anniversary of the initial issuance date and prior to the 42 months anniversary of the initial issuance
date; and (v) 0% if redeemed on or after the 42 months anniversary of the initial issuance date. However, no premium
was due on the use of up to 33% of proceeds of a public offering of common shares at a price of $3,600 or more per
share.

We are required to redeem the Series A Convertible Redeemable Preferred Stock on the fifth anniversary of its
issuance.

Upon a change of control of the Company, the holders of Series A Convertible Redeemable Preferred Stock will be
entitled to a change of control premium of (i) 8% if redeemed prior to the one year anniversary of the initial issuance
date; (ii) 6% if redeemed on or after the one year anniversary of the initial issuance date and prior to the two year
anniversary of the initial issuance date; (iii) 4% if redeemed on or after the two year anniversary of the initial issuance
date and prior to the three year anniversary of the initial issuance date; (iv) 2% if redeemed on or after the three year
anniversary of the initial issuance date and prior to the 42 months anniversary of the initial issuance date; and (v) 0%
if redeemed on or after the 42 months anniversary of the initial issuance date.

The shares of Series A Convertible Redeemable Preferred Stock are senior in liquidation preference to the shares of
our common stock.

The shares of Series A Convertible Redeemable Preferred Stock have no voting rights except as required by law.
The consent of the holders of 51% of the outstanding shares of Series A Convertible Redeemable Preferred Stock will
be necessary for the Company to: (i) create or issue any capital stock (or any securities convertible into any of our
capital stock) having rights, preferences or privileges senior to or on parity with the Series A Convertible Redeemable
Preferred Stock; or (ii) amend the Series A Convertible Redeemable Preferred Stock.

Description of Series B Convertible Preferred Stock

The designation, powers, preferences and rights of the shares of Series B Convertible Preferred Stock and the
qualifications, limitations and restrictions thereof are summarized as follows:

The shares of Series B Convertible Preferred Stock have an initial stated value of $1,000 per share.
The shares of Series B Convertible Preferred Stock are convertible, at the option of the holders, into shares of our
common stock at a conversion price of $23.00. The shares of Series B Convertible Preferred Stock may only be
converted from and after the earlier of either of: (x) the first trading day immediately following (i) the closing sale
price of our common stock being equal to or greater than $33.40 per share (as adjusted for stock dividends, stock
splits, stock combinations and other similar transactions occurring with respect to our common stock from and after
the initial issuance date) for a period of five consecutive trading days following the initial issuance date and (ii) the
average daily trading volume of our common stock (as reported on Bloomberg) on the principal securities exchange
or trading market where our common stock is listed or traded during the
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measuring period equaling or exceeding 25,000 shares of our common stock per trading day (the conditions set forth
in the immediately preceding clauses (i) and (ii) are referred to as the Trading Price Conditions ) or (y) immediately
prior to the consummation of a fundamental transaction , regardless of whether the Trading Price Conditions have been
satisfied prior to such time. A fundamental transaction is defined as (i) a sale of all or substantially all of our assets,
(ii) a sale of at least 90% of the shares of our capital stock or (iii) a merger, consolidation or other business
combination as a result of which the holders of our capital stock prior to such merger, consolidation or other business
combination (as the case may be) hold in the aggregate less than 50% of the voting stock of the surviving entity
immediately following the consummation of such merger, consolidation or other business combination (as the case
may be), in each case of clauses (i), (ii) and (iii), our board of directors has determined that the aggregate implied
value of the Company s capital stock in such transaction is equal to or greater than $125,000.

The shares of Series B Convertible Preferred Stock are not redeemable by either us or the holders thereof.
The shares of Series B Convertible Preferred Stock are on parity in dividends and liquidation preference with the
shares of our common stock, which are payable only if then convertible into common stock.

The shares of Series B Convertible Preferred Stock have no voting rights except as required by law.

The consent of the holders of 51% of the outstanding shares of Series B Convertible Preferred Stock are necessary for
us to alter, amend or change any of the terms of the Series B Convertible Preferred Stock.

Description of Series C Convertible Preferred Stock

We amended the Certificate of Designation of our Series C Convertible Preferred Stock as of August 22, 2016. As
amended, the designation, powers, preferences, and rights of the shares of Series C Preferred Stock and the
qualifications, limitations and restrictions thereof are summarized as follows:

The shares of Series C Convertible Redeemable Preferred Stock have a stated value of $1,000 per share.
Each holder of a share of Series C Convertible Redeemable Preferred Stock shall be entitled to receive dividends
( Dividends ) on such share equal to twelve percent (12%) per annum (the Dividend Rate ) of the Stated Value before
any Dividends shall be declared, set apart for or paid upon any junior stock or parity stock. Dividends on a share of
Series C Preferred Stock shall accrue daily at the Dividend Rate, commence accruing on the issuance date thereof,
compound annually, be computed on the basis of a 360-day year consisting of twelve 30-day months.
The Company may redeem any or all of the outstanding Series C Preferred Stock at any time at the then current Stated
Value plus accrued Dividends thereon plus a redemption premium equal to the Stated Value multiplied by 6%.
However, no premium shall be due on the use of up to 33% of proceeds of a public offering of common stock at a
price of $5.00 or more per share.
The Series C Preferred Stock is not redeemable or convertible into common stock by the holder (except the Series C
Preferred Stock held by Mr. Sillerman and affiliates remains subject to the Exchange Agreement and is convertible in
accordance therewith).
The consent of the holders of a majority of the shares of Series C Preferred Stock is necessary for the Company to
amend the Series C certificate of designation.
Until the August 22, 2016 amendment, the Series C Convertible Preferred Stock was classified as a component of
mezzanine equity in the accompanying Consolidated Balance Sheets. As a result of the amendment, the Series C
Preferred Stock is now classified as a component of stockholders (deficit) equity.
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The designation, powers, preferences and rights of the shares of Series D Convertible Preferred Stock and the
qualifications, limitations and restrictions thereof are summarized as follows:

The shares of Series D Convertible Preferred Stock have an initial stated value of $1,000 per share.
The holder of a share of Series D Convertible Preferred Stock will not be entitled to a liquidation preference or any
dividends on such share.

The shares of Series D Convertible Preferred Stock have no voting rights except as required by law.
The consent of the holders of a majority of the shares of Series D Convertible Preferred Stock is necessary for us to
amend the Series D certificate of designation.
Each share of Series D Convertible Preferred Stock is convertible, at the option of the holder, into shares of our
common stock at a ratio of 3,333.33 shares of our common stock for each share of Series D Convertible Preferred
Stock. The conversion price is not subject to antidilutive protection.
We may redeem any or all of the outstanding Series D Convertible Preferred Stock at any time at the then current
stated value plus a redemption premium equal to the stated value multiplied by 10%.

Description of Series E Convertible Preferred Stock

The designation, powers, preferences and rights of the shares of Series E Convertible Preferred Stock and the
qualifications, limitations and restrictions thereof are summarized as follows:

The shares of Series E Convertible Preferred Stock have an initial stated value of $1,000 per share.
Subject to the satisfaction of certain conditions set forth in the certificate of designation related to the Series E
Convertible Preferred Stock (the Series E Certificate of Designation ), each share of Series E Convertible Preferred
Stock is convertible, at the option of the holder, on the basis of its then stated value and accrued, but unpaid
dividends, into shares of our common stock at a conversion price equal to the lesser of $5.20 or the Exchange Price
(as such term is defined in the Series E Certificate of Designation).

The shares of Series E Convertible Preferred Stock have no voting rights except as required by law.
The consent of the holders of a majority of the shares of Series E Convertible Preferred Stock is necessary for us to
amend the Series E Certificate of Designation.

Description of Debentures

As a part of the Private Placement, the Company issued $4.4 million principal amount of Debentures. The Debentures
mature on the one-year anniversary of the issuance date thereof. The Debentures are convertible at any time at the
option of the holder into shares of the Company s common stock at an initial conversion price of $6.266 per share (the

Conversion Price ). Based on such initial Conversion Price, the Debentures will be convertible into up to 780,230
shares of common stock (including accrued interest). If the Company issues or sells shares of its common stock, rights
to purchase shares of its common stock, or securities convertible into shares of its common stock for a price per share
that is less than the Conversion Price then in effect, the Conversion Price then in effect will be decreased to equal such
lower price. The foregoing adjustments to the Conversion Price will not apply to certain exempt issuances, including
issuances pursuant to certain employee benefit plans. In addition, the Conversion Price is subject to adjustment upon
stock splits, reverse stock splits, and similar capital changes. However, in no event will the Conversion Price be less
than $0.10 per share. The Debentures are secured by a first priority lien on substantially all of the Company assets in
accordance with a security agreement (the Security Agreement ).

The Debentures bear interest at 10% per annum with interest payable upon maturity or on any earlier redemption date.
At any time after the issuance date, the Company will have the right to redeem all or any portion of the outstanding
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holders of Debentures shall have the right to convert any or all of the
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amount to be redeemed into common stock prior to redemption. Subject to certain exceptions, the Debentures contain
customary covenants against incurring additional indebtedness and granting additional liens and contain customary
events of default. Upon the occurrence of an event of default under the Debentures, a holder of Debentures may
require the Company to pay the greater of (i) the outstanding principal amount, plus all accrued and unpaid interest,
divided by the Conversion Price multiplied by the daily volume weighted average price or (ii) 115% of the
outstanding principal amount of plus 100% of accrued and unpaid interest.

On July 20, 2016, the Company and the Purchasers entered into an Amendment to Securities Purchase Agreement and
Consent to Modify Debentures (the Amendment and Consent ). The Amendment and Consent provides that, while the
Debentures are outstanding, Mr. Sillerman will guarantee that the Company shall have $1,000,000 available in its
commercial bank account or otherwise available in liquid funds. At any time when the Company s available funds fall
below $1,000,000, Mr. Sillerman will provide (the Sillerman Guaranty ) the amounts necessary to make-up the
shortfall in an aggregate amount not to exceed $6,000,000; however, the first $5,000,000 of the guaranty shall be
provided by drawing down on the Company s Line of Credit with SIC IV. Any remaining amounts, up to a maximum
aggregate of $1,000,000 shall be provided by Mr. Sillerman. In connection with the Sillerman Guaranty, the

Company s independent directors approved a fee of $100,000 as compensation for providing such guaranty.

Description of Warrants issued in Private Placement

As a part of the Private Placement, the Company issued Warrants to the Purchasers providing them with the right to
purchase up to an aggregate of 354,650 shares of the Company s common stock at an initial exercise price of $6.528
per share. Subject to certain limitations, the Warrants are exercisable on any date after the date of issuance and the
exercise price for the Warrant is subject to adjustment for certain events, such as stock splits and stock dividends. If
the Company issues or sells shares of its common stock, rights to purchase shares of its common stock, or securities
convertible into shares of its common stock for a price per share that is less than the conversion price of the
Debentures, the exercise price of the Warrants will be decreased to a lower price based on the amount by which the
conversion price of the Debentures was reduced due to such transaction. The foregoing adjustments to the exercise
price for future stock issues will not apply to certain exempt issuances, including issuances pursuant to certain
employee benefit plans. In addition, the exercise price is subject to adjustment upon stock splits, reverse stock splits,
and similar capital changes. The Warrants will expire 5 years from the initial issuance date.

In addition, the Company issued to Aegis Capital Corp., the placement agent in connection with the Private
Placement, warrants providing them with the right to purchase up to an aggregate of 53,200 shares of the Company s
common stock at an initial exercise price of $6.528 per share. The warrants issued to Aegis Capital Corp. contain
substantially the same terms as the warrants issued to the Purchasers.

Representative s Warrants

We have agreed to issue to Aegis Capital Corp., the underwriter in this offering, warrants to purchase up to 66,666
shares of our common stock based on an assumed offering price of $2.25 per share. Please see
Underwriting Representative s Warrants for a description of the warrants we have agreed to issue to the representative
of the underwriters in this offering, subject to the completion of the offering. We expect to enter into a warrant
agreement in respect of the Representative s Warrants upon the closing of this offering.
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Description of Other Warrants

In addition to the Warrants issued in the Financing, we have issued and outstanding warrants to purchase 97,918
shares of our common stock, as described below:

Name Exercise Number of Expiration
Price Shares
DGI Warrants $0.20 4,000 Indefinite
SIC III Warrants for Line of Credit(D 70.20 11,250 Oct 2019
SIC III Warrants for Line of Credit(D 59.60 7,500 Nov 2019
SIC III Warrant for Line of Credit() 72.60 38,750 Dec 2019
SIC III Warrant for Line of Credit() 35.60 17,500 Mar 2020
RFXS LoC Commitment Warrants(! 1,120.00 3,125 Jun 2018
RFXS DB Guarantee Warrants(! 1,600.00 6,250 Mar 2018
RFXS Prior Line of Credit Warrants() 1,600.00 8,778 Apr 2018
Other Investors Prior Line of Credit Warrants 1,600.00 596 Apr 2018

(1)Warrants held by affiliate entity of Robert F.X. Sillerman, the Company s Chairman and Chief Executive Officer.
Anti-Takeover Effects of Delaware Law and Our Certificate of

Incorporation and By-Laws

The provisions of Delaware law and our certificate of incorporation and bylaws could discourage or make it more
difficult to accomplish a proxy contest or other change in our management or the acquisition of control by a holder of
a substantial amount of our voting stock. It is possible that these provisions could make it more difficult to
accomplish, or could deter, transactions that stockholders may otherwise consider to be in their best interests or in our
best interests. These provisions are intended to enhance the likelihood of continuity and stability in the composition of
our board of directors and in the policies formulated by the board of directors and to discourage certain types of
transactions that may involve an actual or threatened change of our control. These provisions are designed to reduce
our vulnerability to an unsolicited acquisition proposal and to discourage certain tactics that may be used in proxy
fights. Such provisions also may have the effect of preventing changes in our management.

Delaware Statutory Business Combinations Provision. We are subject to the anti-takeover provisions of Section 203

of the Delaware General Corporation Law, or the DGCL. Section 203 prohibits a publicly-held Delaware corporation

from engaging in a business combination with an interested stockholder for a period of three years after the date of the
transaction in which the person became an interested stockholder, unless the business combination is, or the

transaction in which the person became an interested stockholder was, approved in a prescribed manner or another
prescribed exception applies. For purposes of Section 203, a business combination is defined broadly to include a
merger, asset sale or other transaction resulting in a financial benefit to the interested stockholder, and, subject to

certain exceptions, an interested stockholder is a person who, together with his or her affiliates and associates, owns,

or within three years prior, did own, 15% or more of the corporation s voting stock.

Election and Removal of Directors. Except as may otherwise be provided by the DGCL, any director or the entire
board of directors may be removed, with or without cause, at an annual meeting or a special meeting called for that
purpose, by the holders of a majority of the shares then entitled to vote at an election of directors, provided a quorum
is present. Vacancies on our board of directors resulting from the removal of directors and newly created directorships
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resulting from any increase in the number of directors may be filled solely by the affirmative vote of a majority of the
remaining directors then in office (although less than a quorum) or by the sole remaining director. This system of
electing and removing directors may discourage a third party from making a tender offer or otherwise attempting to
obtain control of us, because it generally makes it more difficult for stockholders to replace a majority of our directors.
Our certificate of incorporation and bylaws will not provide for cumulative voting in the election of directors.

Advance Notice Provisions for Stockholder Proposals and Stockholder Nominations of Directors. Our bylaws provide
that, for nominations to the board of directors or for other business to be properly brought by a
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stockholder before a meeting of stockholders, the stockholder must first have given timely notice of the proposal in
writing to our Secretary. For an annual meeting, a stockholder s notice generally must be delivered not less than 30
days or more than 60 days prior to the meeting; provided, however, that in the event that less than 40 days notice or
prior public disclosure of the date of the meeting is given or made to stockholders, notice, to be considered timely,
must be received not later than the close of business on the 10t day following the day on which such notice of the date
of the meeting was mailed or such public disclosure was made.

Special Meetings of Stockholders. Special meetings of the stockholders may be called at any time only by the
President or by a majority of the directors then in office or by stockholders of record holding not less than 10% of the
issued and outstanding shares entitled to vote at such meeting, subject to the rights of the holders of any series of
preferred stock then outstanding.

Blank-Check Preferred Stock. Our board of directors will be authorized to issue, without stockholder approval,

preferred stock, the rights of which will be determined at the discretion of the board of directors and that, if issued,

could operate as a poison pill to dilute the stock ownership of a potential hostile acquirer to prevent an acquisition that
our board of directors does not approve.

Liability and Indemnification of Directors and Officers

Section 102 of the Delaware General Corporation Law permits a corporation to eliminate the personal liability of
directors of a corporation to the corporation or its stockholders for monetary damages for a breach of fiduciary duty as
a director, except where the director breached his duty of loyalty, failed to act in good faith, engaged in intentional
misconduct or knowingly violated a law, authorized the payment of a dividend or approved a stock repurchase in
violation of a Delaware corporate law or obtained an improper personal benefit.

Section 145 of the Delaware General Corporation Law provides that a corporation has the power to indemnify a
director, officer, employee or agent of the corporation and certain other persons serving at the request of the
corporation in related capacities against expenses (including attorneys fees), judgments, fines and amounts paid in
settlements actually and reasonably incurred by the person in connection with an action, suit or proceeding to which
he is or is threatened to be made a party by reason of such position, if such person acted in good faith and in a manner
he reasonably believed to be in or not opposed to the best interests of the corporation, and, in any criminal action or
proceeding, had no reasonable cause to believe his conduct was unlawful, except that, in the case of actions brought
by or in the right of the corporation, no indemnification shall be made with respect to any claim, issue or matter as to
which such person shall have been adjudged to be liable to the corporation unless and only to the extent that the Court
of Chancery or other adjudicating court determines that, despite the adjudication of liability but in view of all of the
circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses which the
Court of Chancery or such other court shall deem proper.

As permitted by the Delaware General Corporation Law, our bylaws and certificate of incorporation provide that we
will indemnify and hold harmless any of our officers, directors, employees or agents and reimburse such persons for
any and all judgments, fines, liabilities, amounts paid in settlement and expenses, including attorney s fees, incurred
directly or indirectly in connection with any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative, for which such persons served in any capacity at the request of us, to
which such person is, was or is threatened to be made a party by reason of the fact that such person is, was or becomes
a director, officer, employee or agent of us; provided that, (i) such person acted in good faith and in a manner he
reasonably believed to be in or not opposed to the best interest of us, and with respect to any criminal action or
proceeding, had no reasonable cause to believe his conduct was unlawful and (ii) no indemnification is payable if a
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court having jurisdiction determined such indemnification to be unlawful. Additionally, no indemnification will be
made in respect of any claim, issue or matter as to which such person was determined to be liable to us, unless and
only to the extent that the court in which the action was brought determines that such person is fairly and reasonably
entitled to indemnity for such expenses which the court deems proper.

We do not believe that such indemnification affects the capacity of such person acting as our officer, director or
control person.
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Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers or
controlling persons pursuant to the foregoing provisions, we have been informed that, in the opinion of the SEC, such
indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable.
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MANAGEMENT S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following management discussion and analysis of financial condition and results of operations of the Company
should be read in conjunction with the historical audited consolidated financial statements and footnotes of the
Company s historical audited consolidated financial statements and notes thereto included elsewhere in this
Prospectus. Our historical results of operations reflected in our consolidated financial statements are not necessarily
indicative of our future results of operations.

Overview

We were incorporated in Delaware in July 1994. We are a diversified media and entertainment company and conduct
business through our three operating segments, including digital publishing through Wetpaint.com, Inc. ( Wetpaint )
and Rant, Inc. ( Rant ), fantasy sports gaming through DraftDay Gaming Group, Inc. ( DDGG ), and digital content
distribution through Choose Digital, Inc. ( Choose Digital ).

We recently rebranded, evolving into a standalone business with a completely new focus and business strategy from
our predecessor, Viggle. The assets of the Viggle business were sold to Perk Media ( Perk ) on February 7, 2016 (see
Perk.com Transaction-Perk Agreement ).

We are a Social Publishing and Interactive Media platform, focused on creating a uniquely differentiated user
experience across various content verticals utilizing multiple types of media for ultimate user engagement.

We plan to execute on this plan via a three-pronged approach:

Organic Growth: Development of our existing properties and continued creation of exclusive, premium video
content. As we continue to grow the business, we will leverage our optimized monetization model to continue to drive
revenue growth to support the business via programmatic ad sales;

Optimal utilization of strategic assets (SDS, Choose and DraftDay): these assets complement our core business and
can facilitate audience engagement and contribute to the growth of our audience. Focus on traffic growth utilizing
SDS, which is patented, proprietary technology that allows for dynamic learning of audience behavior and
interactions on social media; and

Acquisition: In an effort to scale and grow the business, we will evaluate potential acquisitions in accordance with
established, thoughtful and pre-determined parameters. We will seek acquisitions that can be easily integrated into the
platform with minimal increases to expenses.

Key Milestones

New Management Team: Implementation of a new and experienced Management Team, each of whom have had
professional relationships with Robert F.X. Sillerman, our Chairman and Chief Executive Officer, for several years;
Deleveraging the balance sheet: Affiliates of Robert F.X. Sillerman, our Chairman and Chief Executive Officer, own
a majority of our common stock and held substantial debt in the Company, substantially all of which has been
converted into preferred equity. These affiliates have committed to converting approximately $36,500,000 in
preferred equity into shares of our common stock;
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Defined key performance metrics: These are being tracked and analyzed on a daily basis via automated reporting and
analytics; and

Key foundation for our future growth has been established: This includes a rationalized headcount from which the
business can be brought to scale, disciplined financial controls and an improved expense model, revamped technology
platform and acquisition team intended to drive incremental growth.
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Near Future

Focus on direct sales and sponsorship revenue as we build out the video platform, which will allow for further
diversification of the revenue stream; and

Leverage our intellectual property and technology to commercialize and monetize core and non-core assets.
We aspire to be become the #1 Interactive Media Platform by leveraging and building on our existing platform and
current user base. Our three pronged strategy includes, (a) further developing our platform connecting content owners
with their audience through live or on-demand video channels, (b) enhance our comprehensive built-in monetization
model for content contributors and distribution partners, and (c) focus on building a technology driven ultimate user
engagement platform supporting video, blogs, mobile, social, e-commerce and analytics. We intend to grow our
business organically by integrating our recently acquired businesses and by pursuing acquisitions of assets or
businesses that would enhance our presence as a media platform.

Our immediate objective is to successfully integrate Wetpaint and Rant assets and lay the foundation and refine
processes that can serve as a blueprint for future acquisitions and growth. As part of the integration process we plan to
develop a solid and predictable revenue model for our Social Publishing business aiming for profitability in near-term,
implement scalable but lean operational processes and staffing within product development and ad revenue divisions
and finalize a long-term plan that embraces product innovation with the sole purpose of defining us as the leading
player in Interactive Media Publishing with a focus on video, social, mobile, e-commerce and predictive analytics.

Digital Publishing

Our digital publishing businesses include Wetpaint and Rant. Wetpaint is a leading entertainment news destination for
millennial women. Covering the latest in television, music, celebrities, entertainment news, fashion, and pop culture,
Wetpaint reaches millions of unique users on a monthly basis. Through Wetpaint, we publish more than 55 new
articles, videos, and galleries each day. Wetpaint is a social publisher whose target audience is millennial women,
primarily 18- to 34-year-old women. With social packaging around original entertainment news content, we showcase
exclusive interviews, breaking stories, and our fangirl spin on pop culture. We generate content through our team of
in-house professional writers and editors who are experts in their fields. Each writer is immersed in pop culture and
what is happening on-screen and behind the scenes of fans favorite TV shows and movies. They seek to deliver
content to our readers in a fun, visual and informative way and to ensure that our fans are up to date on all the latest
entertainment news and gossip.

Wetpaint is a leading-edge media platform that uses its proprietary state-of-the-art technologies and expertise in social
media to build and monetize audiences. We are very focused on knowing our audience, which is made possible
through our proprietary Social Distribution System ( SDS ), a patented technology-based social experimentation and
publishing platform. Wetpaint s competitive advantage is this complete audience-development engine, which
optimizes the packaging and distribution of content by getting it to the right audience at the right place and time on the
internet.

To enhance our digital publishing business, we acquired assets of Rant. Rant is a leading digital publisher that
publishes original content in 13 different verticals, most notably in sports, entertainment, pets, cars, and food. Adweek
published that Rant s flagship RantSports.com property was ranked #1 by Quantcast for target digital ad buying for the
2015 holiday season, indicating the power of reaching a targeted audience. Rant and its expanding internet property
lineup has established itself as a leading innovator in online media consumption. Known for the well-established

brand RantSports, Rant has since expanded its reach towards the areas of lifestyle, fitness, exercise, entertainment,
technology, and celebrities. Rant was named both #18 overall on Inc 500 s Fastest Growing Companies #1 in

Media and #31 on Forbes Most Promising Companies of 2015.
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As a complement to our existing Wetpaint publishing business, Rant brings an expanded reach into sports, lifestyle,
and entertainment publishing. The combined properties currently have approximately 13.1 million fans on their
Facebook pages and, for the quarter ended December 31, 2016, generated an average of 16.2 million visits per month.
With the acquisition of Rant, we gained a highly optimized digital media delivery technology which amplifies the
speed of digital content publishing, getting information and relevant
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advertising to the end user more quickly than before. Rant s platform is designed for desktop and mobile content at the
billions-of-pageviews per year level. Because of its low cost of operation, the coupling of the Rant platform and the
SDS technology creates powerful tools in digital content publishing. Over the six months ended December 31, 2016,
we focused our efforts on growing Wetpaint user engagement and monetization. We anticipate applying the same
focus and methodology in the near future to the Rant sites to continue to grow and strengthen our publishing business.

Our digital publishing businesses are very focused on knowing their audience. This is made possible through our
proprietary SDS. Our competitive advantage is this complete audience-development engine, which optimizes the
packaging and distribution of content, getting it to the right audience at the right place at the right time primarily
through social media. The technology is designed to generate fans on our pages on Facebook and other social media
outlets. Our content is then displayed in the fans feeds on Facebook and other social media sites, which can then drive
traffic to our websites. Our technology contains a test and measurement system that delivers real-time audience
insights, and provides optimized distribution by audience. Because we use this proprietary technology, a significant
amount of our website traffic is generated through social media channels, particularly Facebook. Facebook and other
social media outlets routinely update their algorithms to adjust what content is displayed in users feeds. The test and
measurement feature of our technology help us to stay current in maximizing website traffic from social media
channels as these algorithms change. We have seven issued patents related to the SDS technology.

Our digital publishing businesses generate revenue by displaying advertisements to our users as they view content on
our websites. We source ads by working directly with advertisers, or their advertising agencies, and by working
through several third party ad networks who are all bidding against each other for our advertising inventory in real
time. Advertisements are typically priced as a base price per thousand views, also known as Cost-Per-Mille (CPM),
but can also be priced as a base price per click, also known as Cost-Per-Click (CPC), or as a base price per intended
action, also known as Cost-Per-Action (CPA). The vast majority of our revenues are derived from ads sourced from
third party ad networks.

The table below shows our Digital Publishing revenue increase from approximately $70,000 in July 2016 to
approximately $380,000 in December 2016. You should not view the increase in Digital Publishing revenue as
indicative of our full financial results for the period ended December 31, 2016, or as indicative of the results of our
digital publishing segment for the period ended December 31, 2016. Historically, we have generated losses from our
operations, and have generated net losses in our digital publishing segment of approximately $45,982,000 through
December 31, 2016.
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The table below shows the increase in our Digital Publishing pageviews from just under 20,000,000 in July 2016 to
approximately 80,000,000 in December 2016. Pageviews and visits are measured by our third party Google Analytics

platform. A pageview is an instance of a page being loaded (or reloaded) in a browser. A visit is a group of
interactions that take place on our web properties within a given time frame and can include multiple pageviews.

The table below shows the net loss by month for our Digital Publishing segment from July 2016 to December 2016.
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DraftDay.com

DDGG operates a daily fantasy sports website at DraftDay.com, and other white-label websites on behalf of its
business-to-business clients. The DraftDay business is focused on the business-to-business market allowing consumer
brands entry into the fantasy sports market with turnkey solutions in the United States and Canada. Outside of the
U.S., Draft Day Gaming Group launched the DraftStars daily fantasy platform for CrownBet, the leading sports
betting operation in Australia. However, within the U.S., by October of 2015 the regulatory landscape adversely
shifted and all daily fantasy sports companies including DDGG were faced with regulatory uncertainty. DDGG s
model provides three unique benefits to white-label customers: (1) business-to-business white label strategy that
significantly reduces customer acquisition cost risks, (2) partner liquidity sharing that provides opportunity for large
prize pools via aggregation, and (3) platform with the latest in consumer protections in the industry.

DDGG supplies a full white-label solution that allows businesses to participate in the fast growing skill-based game
market. By using DDGG s white-label solution, a business can offer a fantasy sports product to its customers without
incurring the ongoing technology costs and other capital expenditures. By focusing on offering white-label solutions
to businesses, DDGG s strategy is to build a network of players through the established databases of DDGG s
participating clients. This model is strategically focused to minimize costs of user acquisition. In addition, the
aggregated network of users across DDGG s clients databases creates larger prize pools to generate higher player
engagement and retention. DDGG continues to develop its business plan by focusing on the regulated market of
casinos as well as the entertainment and sports industries.

On September 8, 2015, we and our subsidiary DDGG entered into an Asset Purchase Agreement (the DraftDay Asset
Purchase Agreement ) with MGT Capital Investments, Inc. ( MGT Capital ) and MGT Sports, Inc. ( MGT Sports ),
pursuant to which we acquired all of the assets of the DraftDay Business from MGT Capital and MGT Sports. The
DraftDay Business operates a daily fantasy sports website at DraftDay.com. The DraftDay Business is focused on the
business-to-business market allowing consumer brands entry into the fantasy sports market with turnkey solutions.

In exchange for the acquisition of the DraftDay Business, we paid MGT Sports the following: (a) 63,467 shares of our
common stock, par value $0.001 per share ( Common Stock ), (b) a promissory note in the amount of $234,000, which
was due September 29, 2015, (c) a promissory note in the amount of $1,875,000 due March 8, 2016, and (d) 2,550
shares of common stock of DDGG. In addition, in exchange for providing certain transitional services, DDGG will
issue to MGT Sports a warrant to purchase 1,500 shares of DDGG common stock at an exercise price of $400 per
share. In addition, in exchange for the release of various liens and encumbrances, we also agreed to issue to third
parties: (a) 4,232 shares of our common stock, (b) a promissory note in the amount of $16,000 was due September 29,
2015 and (c) a promissory note in the amount of $125,000 was due March 8, 2016, and DDGG issued: (i) 150 shares
of our common stock and (ii) a warrant to purchase 350 shares of DDGG common stock at $400 per share.
Accordingly, we issued a total of 67,879 shares of common stock in connection with the acquisition of the DraftDay
Business. We contributed the assets of the DraftDay Business to DDGG, such that we now own a total of 11,250
shares of DDGG common stock.

In the aggregate, we issued promissory notes in the principal amount of $250,000 due and paid on September 29, 2015
and in the aggregate principal amount of $2,000,000 due March 8, 2016. We were not able to make the payment at the
due date and, on March 24, 2016, converted $824,000 of the promissory notes to common stock and $110,000 of the
promissory notes to 110 share of Series D Preferred Stock. On April 13, 2016, MGT Sports converted all 110 shares
of our Series D Preferred Stock into shares of our common stock. Accordingly, we issued 18,332 shares of common
stock to MGT Sports and, thereafter, there are no shares of our Series D Preferred Stock outstanding. On June 14,
2016, we entered into a second exchange agreement with MGT (the Second MGT Exchange Agreement ) relating to
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the approximately $940,000 remaining due under the MGT Note. Under the Second MGT Exchange Agreement, the
MGT Note shall be exchanged in full for (a) $11,000 in cash representing accrued interest and (b) 132,092 shares of
our common stock, subject to certain adjustments. Issuance of the shares is conditioned upon approval of our
shareholders and approval of our listing of additional shares application with NASDAQ. On October 10, 2016, we

satisfied the MGT Note through the issuance of 136,304 shares of our common stock and payment of interest of
$16,000.
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In addition, on September 8, 2015, DDGG entered into an agreement with Sportech Racing, LLC ( Sportech ) pursuant
to which Sportech agreed to provide certain management services to DDGG in exchange for 9,000 shares of DDGG
common stock. As a result of the transactions described above, we own a total of 11,250 shares of DDGG common
stock, Sportech Inc., an affiliate of Sportech, owns 9,000 shares of DDGG common stock, MGT Sports owns 2,550
shares of DDGG common stock and an additional third party owns 150 shares of DDGG common stock. In addition,
MGT Sports holds a warrant to purchase 1,500 shares of DDGG common stock at an exercise price of $400 and an
additional third party holds a warrant to purchase 350 shares of DDGG common stock at $400 per share.

On December 28, 2015, DDGG s Board of Directors effectuated a 1-for-1,000 reverse stock split (the 1-for-1,000
Reverse Split ). Under the terms of the 1-for-1,000 Reverse Split, each share of DDGG s common stock, issued and
outstanding as of such effective date, was automatically reclassified and changed into one-thousandth of one share of
common stock, without any action by the stockholders. Fractional shares were cashed out.

On April 12, 2016, DDGG entered into an amendment to the transitional management services agreement pursuant to
which the DDGG s Management Services Agreement By and Between DraftDay Gaming Group, Inc. and Sportech
Racing, LLC ( Sportech MSA ) terminated effective June 30, 2016. Sportech paid a $75,000 termination fee, reverted
4,200 shares of DDGG stock back to us, previously recorded the value of the services provided by Sportech under the
Sportech MSA to prepaid assets, to be recognized as a professional services expense in the Consolidated Statements

of Operations over the term of the agreement. Due to the termination of the agreement, we expensed the remaining
value of the Sportech services, except for the value associated with the 4,200 shares of DDGG stock which were
returned and 45 days of transitional services. The termination of the Sportech MSA required DDGG to begin
performing certain management functions on its own.

On May 12, 2016, we entered into a subscription agreement with DDGG pursuant to which we agreed to purchase up
to 550 shares of Series A Preferred Stock of DDGG for $1 per share. DDGG also entered into a subscription
agreement with Sportech pursuant to which Sportech agreed to purchase up to 450 shares of Series A Preferred Stock
of DDGG for $1 per share. In accordance with this agreement, the Company transferred approximately $1,096,000 to
the DDGG subsidiary since the date of acquisition and through the date of the filing of this prospectus.

Choose Digital

Choose Digital was founded in 2011 as a supply chain to the loyalty and incentive industry, allowing major programs
(airline frequent flier, banks and hotel loyalty programs, etc.) to offer digital content as a reward redemption option.
Choose Digital s products and services allow any reward program to integrate our large digital media marketplace,
giving their members the ability to browse, redeem, and download latest releases or classic favorites.

Choose Digital is a white-label digital marketplace featuring a recent and wide range of digital content, including
music, eBooks and audiobooks. The content is sourced from leading record companies and book publishers. The
marketplace can be fully branded and integrated seamlessly into clients current online environments. Today Choose
Digital s marketplace powers a number of loyalty programs in the U.S. and Canada allowing customers and
participants to enjoy the latest in digital content instantly.

Choose Digital generates revenues when participants in Choose Digital s clients loyalty programs redeem loyalty
credits for digital content provided by Choose Digital. For example, if a participant in a loyalty program redeems
credits for a song download provided by Choose Digital, the client loyalty program pays Choose Digital for the
download.
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Choose Digital offers several custom and turnkey products for creating e-commerce web apps for selling digital
music, eBooks, and audiobooks within small or large loyalty programs. The digital media catalog consists of the new
releases and large back-catalogs of major music labels and book publishers. New catalog items are added daily.

Choose Digital s technology and expertise provides the ability for client companies and organizations to quickly add
digital media items to their loyalty reward programs. The digital media catalog can be fully customized to the client s

needs and can involve integrating our full-featured API, or employing our services
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to create a custom, seamless, standalone, and managed storefront accessible by their member base. We are currently
restructuring this line of business.

Technology

Our digital publishing, gaming and digital content distribution businesses are enabled by multiple technology
platforms primarily developed internally including proprietary and patented software some of which are briefly
described below.

Our digital content distribution businesses are very focused on knowing their audience. This is made possible through
our proprietary SDS technology. Our competitive advantage is this complete audience-development engine, which
optimizes the packaging and distribution of content  getting it to the right audience at the right place at the right time
primarily through social media. The technology is designed to generate fans on our pages on Facebook and other
social media outlets. Our content is then displayed in the fans feeds on Facebook and other social media sites, which
can then drive traffic to our websites. Our technology contains a test and measurement system that delivers real-time
audience insights, and provides optimized distribution by audience. Because we use this proprietary technology, a
significant amount of our website traffic is generated through social media channels, particularly Facebook. Facebook
and other social media outlets routinely update their algorithms for what content is displayed in users feeds. The test
and measurement features of our technology help us to stay current in maximizing website traffic from social media
channels as these algorithms change. We have seven issued patents related to the SDS technology.

With the acquisition of Rant, we gained a highly optimized digital media delivery technology which amplifies the
speed of digital content publishing, getting information and relevant advertising to the end user more quickly than
before. Rant s platform is designed for desktop and mobile content at the billions-of-page views per year level.
Because of its low cost of operation, the coupling of the Rant platform and our SDS technology creates the extremely
powerful tools in digital content publishing.

Choose Digital s technology platform and expertise provides the ability for any client companies and organizations to
quickly add digital media items to their loyalty reward programs. The digital media catalog can be fully customized to
the client s needs and can involve integrating our full-featured API, or employing our services to create a custom,
seamless, standalone, and managed storefront accessible by their member base. The platform is highly scalable and
has multiple e-commerce capabilities.

DraftDay has built a sophisticated platform that allows for each operator to have their own portal to drive their
customers to, own the data and feed into a pool with other operators. The state of the art technology platform enables
us to offer multiple gaming products covering all major sports. Our technology platform is highly scalable and also
has proven business-to-business white-label capabilities. In addition, the platform is complemented by a highly
responsive design/HTMLS5 mobile webapp capabilities.

We protect our technology through seeking intellectual property registration and filings. We register certain domain
names, trademarks and service marks in the United States and in certain locations outside the United States.
Circumstances outside of our control could pose a threat to our intellectual property rights. Effective intellectual
property protection may not be available in the United States or other countries in which we provide our solution. In
addition, the efforts we have taken to protect our intellectual property rights may not be sufficient or effective. Any
impairment of our intellectual property rights could harm our business, our ability to compete and our operating
results.
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Viggle Rewards Business Discontinued Operations

Viggle is a mobile and web-based entertainment marketing platform that uses incentives to make content consumption
and discovery more rewarding for media companies, brands and consumers. Viggle helps guide consumers towards
various forms of media consumption with television enhancement, music discovery, entertainment content publishing
and distributed viewing reminders. Viggle helps consumers decide what to watch and when, broadens the viewing
experience with real time games and additional content, and rewards viewers for being loyal to their favorite shows
throughout a season, allowing them to earn points. For brands, Viggle provides advertising clients with targeted
interactive ads to amplify their TV messaging to verified audiences. For media companies, Viggle delivers
promotional benefits by driving viewers to specific shows,
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engaging them in a richer content experience, and increasing awareness of promoted shows through web, mobile and
social channels. We sold this business to Perk in a transaction that closed on February 8, 2016.

Perk.com Transaction
Perk Agreement

On December 13, 2015, we entered into an Asset Purchase Agreement with Perk (the Perk Agreement ). Perk s shares
are currently traded on the Toronto Stock Exchange. In connection with the Perk Agreement, we agreed to sell to Perk
certain assets relating to the Viggle rewards business, including the Viggle App. We retained our interest in DDGG,
Wetpaint, Choose Digital, and the assets relating to our MyGuy game. The closing of this transaction subsequently
occurred on February 8, 2016.

Purchase Price and Adjustments
As consideration for the assets sold, we received the following consideration:

1,500,000 shares of Perk common shares free and clear of all liens, less the number of shares of Perk common shares
applied to the repayment of principal and interest of the credit facility described below (the Initial Perk Shares );
2,000,000 shares of Perk common shares if Perk s combined revenue, as calculated pursuant to the Perk Agreement, is
at least $130,000,000 for the calendar year commencing on January 1, 2016 or January 1, 2017 (the Earn-Out );
A warrant ( Warrant 1 ) entitling us to purchase 1,000,000 shares of Perk common shares at a strike price of CDN
$6.25 per share in the event the volume weighted average price ( VWAP ) of shares of Perk common shares is greater
than or equal to CDN $12.50 per share for 20 consecutive trading days in the two year period following the closing of
the Perk.com Transaction;
A warrant ( Warrant 2 , and together with Warrant 1, the Perk Warrants ) entitling the us purchase 1,000,000 shares of
Perk common shares at a strike price of CDN $6.25 per share in the event that the VWAP of Perk common shares is
greater than or equal to CDN $18.75 per share for 20 consecutive trading days in the two year period following the
closing of the Perk.com Transaction; and

Perk also assumed certain of our liabilities, including points liability.
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