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PART I — FINANCIAL INFORMATION

Item 1 Financial Statements.
LOOP MEDIA, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

March 31,     September 30, 
2022 2021

ASSETS (UNAUDITED)    
Current assets      
Cash $ 637,998 $ 4,162,548
Accounts receivable, net  4,626,858  1,571,226
Inventory  62,083  223,048
Prepaid expenses and other current assets  406,757  1,645,037
Prepaid income tax  19,648  17,806
License content assets - current 696,613 850,263
Deferred offering costs 370,521 —
Total current assets  6,820,478  8,469,928
Non-current assets       
Deposits  63,879  34,289
License content assets - non current 36,797 365,360
Equipment, net  30,356  38,936
Operating lease right-of-use assets  158,980  237,094
Intangible assets, net  646,556  702,778
Goodwill  1,970,321  1,970,321
Total non-current assets  2,906,889  3,348,778
Total assets $ 9,727,367 $ 11,818,706

LIABILITIES AND STOCKHOLDERS’ EQUITY     
Current liabilities       
Accounts payable $ 2,260,046 $ 1,147,585
Accrued liabilities 1,471,012 434,858
Accrued royalties 2,597,676 633,463
Payable on acquisition  250,125  250,125
License content liabilities - current 306,500 985,000
Note payable - current — 25,714
Deferred Income  156,938  191,331
Convertible debt related party - current, net  2,498,651  530,226
Convertible debt – current, net  488,183  —
Lease liability - current  146,979  167,101
Total current liabilities  10,176,110  4,365,403
Non-current liabilities       
Convertible debt – related party, less current portion, net  566,272  2,458,194
Convertible debt, less current portion, net  —  404,319
Note payable – non-current  —  460,924
Derivative liability 912,320 1,058,633
Non-revolving line of credit 1,500,000 —
Lease liability  14,775  75,530
Total non-current liabilities  2,993,367  4,457,600
Total liabilities  13,169,477  8,823,003

Stockholders’ equity (deficit)
Series B Convertible Preferred stock, $0.0001 par value, 3,333,334 shares authorized, 0 and 200,000 shares issued and outstanding as of March 31, 2022 and September 30, 2021,
respectively. Liquidation preference of $1.50 per share before any payment to Series A Preferred or Common stock 20
Common Stock, $0.0001 par value, 316,666,667 shares authorized,153,507,277 and 133,470,019 shares issued and outstanding as of March 31, 2022 and September 30, 2021,
respectively  15,349  13,345
Additional paid in capital  72,633,782  69,824,754
Accumulated deficit  (76,091,241)  (66,842,416)
Total stockholders' equity (deficit)  (3,442,110)  2,995,703
Total liabilities and stockholders' equity (deficit) $ 9,727,367 $ 11,818,706

See the accompanying notes to the consolidated financial statements
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LOOP MEDIA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

Three months ended March 31, Six months ended March 31, 
    2022     2021     2022     2021

Revenue $ 4,879,839 $ 794,043 $ 7,875,873 $ 1,499,211
Cost of revenue  3,515,217  724,578  4,960,194  1,186,620
Gross profit  1,364,622  69,465  2,915,679  312,591

Operating expenses             
Selling, general and administrative  5,891,831  7,906,284  11,801,511  10,942,582
Impairment of goodwill and intangibles — — — 2,390,799
Total operating expenses  5,891,831  7,906,284  11,801,511  13,333,381

Loss from operations  (4,527,209)  (7,836,819)  (8,885,832)  (13,020,790)

Other income (expense)             
Interest income  —  5,657  200  8,653
Interest expense  (494,389)  (415,918)  (998,506)  (811,823)
Income from equity investment  —  1,551  —  1,551
Gain on extinguishment of debt, net — — 490,051 13,900
Loss on settlement of obligation — — — (15,000)
Change in fair value of derivatives  47,568  —  146,313  —
Total other income (expense)  (446,821)  (408,710)  (361,942)  (802,719)
Loss before income taxes (4,974,030) (8,245,529) (9,247,774) (13,823,509)
Income tax (expense)/benefit  (800)  (1,586)  (1,051)  (99,830)
Net loss $ (4,974,830) $ (8,247,115) $ (9,248,825) $ (13,923,339)

    
Basic and diluted net loss per common share $ (0.04) $ (0.07) $ (0.07) $ (0.12)

Weighted average number of basic and diluted common shares outstanding  136,595,986  120,153,908 135,015,827 118,459,023

See the accompanying notes to the consolidated financial statements
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LOOP MEDIA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

FOR THE SIX MONTHS ENDED MARCH 31, 2022 and 2021
(UNAUDITED)

Preferred Stock Series B Common Stock Additional Paid Accumulated
Shares Amount Shares Amount in Capital Deficit Total

Balances, September 30, 2021     200,000     $ 20     133,470,018     $ 13,345     $ 69,824,754     $ (66,842,416)     $ 2,995,703
Stock-based compensation — — — — 1,549,406 — 1,549,406
Net loss  —  —  —  —  —  (4,273,995) (4,273,995)
Balances, December 31, 2021  200,000 $ 20  133,470,018 $ 13,345 $ 71,374,160 $ (71,116,411) $ 271,114

Stock-based compensation —  —  — — 1,116,318 — 1,116,318
Warrants issued to consultants — — — — 56,788 —  56,788
Payment in kind interest stock issuance — — 37,136 4 88,496 — 88,500
Conversion of series B convertible stock to common stock (200,000) (20) 20,000,000 2,000 (1,980) — —
Net loss  —  —  —  —  —  (4,974,830)  (4,974,830)
Balances, March 31, 2022  — $ —  153,507,154 $ 15,349 $ 72,633,782 $ (76,091,241) $ (3,442,110)

Preferred Stock B Preferred Stock A Common Stock Common stock Additional Paid Accumulated
Shares Amount Shares Amount Shares Amount subscriptions in Capital Deficit Total

Balances, September 30, 2020     200,000     $ 20 30,667     $ 3     114,320,911     $ 11,432     $ 135,144     $ 36,669,899     $ (35,867,920) $ 1,156,299
Shares issued for cash  —  — —  — 757,333  75  —  899,925  —  900,000
Cash received for common stock subscribed — — — — — — 330,000 — — 330,000
Issuance of common stock subscribed — — — — (53,333) (5) 20,000 (19,995) — —
Shares issued in connection with reverse merger  — — — — — — — (1) — (1)
Shares issued for asset purchase — — — — 1,369,863 137 — 2,671,096 — 2,671,233
Beneficial conversion feature of convertible debt — — — — — — — 750,000 — 750,000
Stock-based compensation — — — — — — — 134,253 — 134,253
Warrants issued to consultant — — — — — — — 492,000 — 492,000
Shares issued for debt settlement — — — — 97,891 10 — 194,793 — 194,803
Shares issued for license content assets — — — — 1,180,880 118 — 2,065,878 — 2,065,996

Shares issued for investment in unconsolidated entity — — — — 454,463 46 — 863,434 — 863,480
Net loss   —  — —  — —  —  —  —  (5,676,224)  (5,676,224)
Balances, December 31, 2020  $ 200,000 $ 20 30,667 $ 3 118,128,008 $ 11,813 $ 485,144 $ 44,721,282 $ (41,544,144) $ 3,881,839
Issuance of common stock subscribed — — — — 497,429 49 (485,144) 485,095 — —
Conversion of convertible debenture — — — — 1,003,618 100 — 376,256 — 376,356
Shares issued for cash — — — — 1,564,000 156 — 1,954,844 — 1,955,000
Stock-based compensation  —  — —  —  — — — 5,419,800 —  5,419,800
Warrants issued in conjunction with debenture — — — — — — — 43,654 — 43,654
Beneficial conversion feature of convertible debt — — — — — — — 306,346 — 306,346
Net loss  —  — —  —  — — — — (8,247,115)  (8,247,115)
BALANCES, March 31, 2021  $ 200,000 $ 20 30,667 $ 3  121,193,055 $ 12,118 $ $ — $ 53,307,277 $ (49,791,259) $ 3,735,880

See the accompanying notes to the consolidated financial statements
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LOOP MEDIA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
Six months ended March 31, 

    2022     2021
CASH FLOWS FROM OPERATING ACTIVITIES       
Net loss $ (9,248,825) $ (13,923,339)
Adjustments to reconcile net loss to net cash used in operating activities:     
Amortization of debt discount  713,197  465,641
Depreciation and amortization expense  64,802  1,075,898
Amortization of license content assets 482,213 94,086
Amortization of right-of-use assets  78,114  70,596
Bad debt expense 20,000 167,874
Gain on extinguishment of debt (490,051) —
Change in fair value of derivative (146,313) —
Warrants issued for consulting services 56,788 —
Stock-based compensation  2,665,724  6,046,053
Payment in kind for interest stock issuance 88,500 —
Gain on settlement of obligations — (13,900)
Loss on settlement of obligations — 15,000
Equity method investment income  —  (1,551)
Impairment of intangible assets  —  2,390,799
Change in operating assets and liabilities:  
    Accounts receivable  (3,075,632)  (40,961)
    Prepaid income tax (1,842) 99,837
    Inventory  160,965  1,328
    Prepaid expenses  (11,720)  (69,579)
    Deposit  (29,590)  227,000
    Accounts payable  871,866  106,582
    Accrued expenses 1,033,139 (205,051)
    Accrued royalties 1,964,214 12,724
    License content liability  (678,500)  (839,000)
    Operating lease liabilities  (80,877)  (70,289)
    Deferred income  (34,392)  39,350
NET CASH USED IN OPERATING ACTIVITIES  (5,598,220)  (4,350,902)

CASH FLOWS FROM INVESTING ACTIVITIES       
Acquisition of fixed assets, net of cash acquired  —  (750,000)
Purchase of equipment — 2,752
Collection of note receivable  —  1,477
NET CASH USED IN INVESTING ACTIVITIES  —  (745,771)

CASH FLOWS FROM FINANCING ACTIVITIES       
Proceeds from issuance of common stock 1,250,000 3,185,000
Proceeds from issuance of convertible debt — 1,100,000
Proceeds from credit facility 1,500,000 —
Repayment of stockholder loans  (552,832)  (58,770)
Deferred offering costs (123,498) —
NET CASH PROVIDED BY FINANCING ACTIVITIES  2,073,670  4,226,230

Change in cash and cash equivalents  (3,524,550)  (870,443)
Cash, beginning of period  4,162,548  1,971,923
Cash, end of period $ 637,998 $ 1,101,480

SUPPLEMENTAL DISCLOSURES OF CASH FLOW STATEMENTS       
Cash paid for interest $ 101,186 $ 105,627

Cash paid for income taxes $ 1,051 $ -

SUPPLEMENTAL DISCLOSURES OF NON CASH INVESTING AND FINANCING ACTIVITIES       
Common stock issued for license content assets $ — $ 2,260,799

Preferred shares issued for debt settlement $ — $ 1,006,584

Conversion of convertible debenture to common stock $ — $ 376,356

Common stock issued for acquisition $ — $ 2,671,233

Common stock issued for equity investment in unconsolidated entity $ — $ 863,480

Accrued interest rolled into convertible note $ — $ 81,824

Unpaid deferred offering costs $ 247,023 $ —

Payment in kind common stock payment $ 88,496 $ —

Warrants issued as debt discount on convertible debenture $ — $ 43,654

Conversion of Preferred Class B stock to common stock $ 1,980 $ —

Shares issued for common stock subscribed $ — $ 135,144

Beneficial conversion feature recorded as debt discount $ — $ 1,056,346

See the accompanying notes to the consolidated financial statements
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LOOP MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2022
(UNAUDITED)

NOTE 1 – BUSINESS

Loop Media Inc. is a Nevada corporation. We were incorporated under the laws of the State of Nevada on May 11, 2015.

We are a multichannel digital video platform media company that uses marketing technology, or “MarTech,” to generate our revenue and fuel our services. Our technology and library of videos and
licensed content enable us to curate and deliver short-form videos to our digital out-of-home (“DOOH”) business locations for dining, hospitality, retail and other customers to enable them to inform,
entertain and engage their customers. Our technology provides DOOH customers and third-party advertisers with a targeted marketing and promotional tool for their products and services and allows us to
measure the number of potential viewers of such advertising and promotional materials. In addition to providing services to DOOH venue operators, we provide our services direct to consumers (“D2C”) in
their homes and on their mobile devices.

We offer self-curated music video content licensed from major and independent record labels, as well as movie, television and video game trailers, kid-friendly videos, viral videos, drone footage,
news headlines, and lifestyle and atmospheric channels. These licenses allow us to provide music video content in both the DOOH and D2C markets. Our DOOH services are complimented by our mobile
app (the “Loop App”), which allows users to follow each other, share their locations and playlists, view activity, and signal support for a music video.

We curate content into playlists for DOOH locations and into streaming channels for delivery to our over-the-top (“OTT”) platform customers and our mobile application users. Our digital platform
service seeks to surround and engage consumers with a diverse offering of video content on their chosen digital screen wherever they are located. Our services include both an ad-supported service, which
offers content on a free or unpaid advertising supported basis, and a subscription service, which offers content on a paid subscription basis. We deliver our services to DOOH locations primarily through our
proprietary Loop Media-designed “small-box” streaming Android media player (the “Loop Player”) and direct to consumers through our fully functional and operational Loop App and across OTT
streaming platforms on connected TVs.

Going concern and management’s plans

As of March 31, 2022, we had cash of $637,998 and an accumulated deficit of ($76,091,241). During the six months ended March 31, 2022, we used net cash in operating activities of $(5,598,220).
We have incurred net losses since inception. These conditions raise substantial doubt about our ability to continue as a going concern within one year from the issuance date of these consolidated financial
statements.

Our primary source of operating funds since inception has been cash proceeds from debt and equity financing transactions. Our ability to continue as a going concern is dependent upon our ability
to generate sufficient revenue and our ability to raise additional funds by way of our debt and equity financing efforts.

The accompanying unaudited consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of assets and the satisfaction of liabilities in the
normal course of business. These unaudited consolidated financial statements do not include any adjustments relating to the recovery of the recorded assets or classification of the liabilities that might be
necessary if we are unable to continue as a going concern. Our ability to continue as a going concern is dependent on management’s further implementation of our on-going and strategic plans, which
include continuing to raise funds through equity and/or debt raises.  If we are unable to raise adequate funds, certain
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aspects of the on-going and strategic plans may require modification. Management is in the process of identifying sources of capital via strategic partnerships, debt refinancing and equity investments
through one or more private placements.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Interim Financial Statements

The following (a) condensed consolidated balance sheet as of September 30, 2021, which has been derived from our audited financial statements, and (b) our unaudited condensed consolidated
interim financial statements for the six months ended March 31, 2022, have been prepared in accordance with accounting principles generally accepted in the United States ("US GAAP") for interim
financial information and the instructions to Form 10-Q and Rule 8-03 of Regulation S-X of the Securities Act of 1933. Accordingly, they do not include all of the information and footnotes required by US
GAAP for complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included. Operating
results for the six months ended March 31, 2022, are not necessarily indicative of results that may be expected for the year ending September 30, 2022.

These unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto for the year ended September 30,
2021, included in our Annual Report on Form 10-KT filed with the Securities and Exchange Commission ("SEC") on January 21, 2022.

Basis of presentation

The unaudited condensed consolidated financial statements are prepared using the accrual basis of accounting in accordance with US GAAP. All inter-company transactions and balances have been
eliminated on consolidation.

Use of estimates

The preparation of the unaudited condensed consolidated financial statements in conformity with US GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates. Significant estimates include assumptions used in the fair value of stock-based compensation, the fair value of other equity and debt instruments, fair value of
intangible assets and recoverability of license content assets.

Business combinations

We account for business acquisitions under Accounting Standards Codification (“ASC”) 805, Business Combinations. The total purchase consideration for an acquisition is measured as the fair
value of the assets given, equity instruments issued and liabilities assumed on the acquisition date. Costs that are directly attributable to the acquisition are expenses as incurred. Identifiable assets (including
intangible assets), liabilities assumed (including contingent liabilities) and noncontrolling interests in an acquisition are measured initially at their fair values on the acquisition date. We recognize goodwill if
the fair value of the total purchase consideration and any noncontrolling interest is in excess of the net fair value of the identifiable assets and the liabilities assumed. The results of operations of the acquired
business are included in the consolidated financial statements beginning on the acquisition date

Segment reporting

We report as one reportable segment because we do not have more than one operating segment. Our business activities, revenues and expenses are evaluated by management as one reportable
segment.
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Cash

Cash and cash equivalents include all highly liquid monetary instruments with original maturities of three months or less when purchased. These investments are carried at cost, which approximates
fair value. Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash deposits. We maintain our cash in institutions insured by the Federal Deposit Insurance
Corporation (“FDIC”). At times, our cash and cash equivalent balances may be uninsured or in amounts that exceed the FDIC insurance limits. We have not experienced any losses on such accounts. On
March 31, 2022, and September 30, 2021, we had no cash equivalents.

As of March 31, 2022, and September 30, 2021, approximately $387,998 and $3,655,716  of cash exceeded the FDIC insurance limits, respectively.

Accounts receivable

Accounts receivable represent amounts due from customers. We assess the collectability of receivables on an ongoing basis. A provision for the impairment of receivables involves significant
management judgment and includes the review of individual receivables based on individual customers, current economic trends and analysis of historical bad debts. As of March 31, 2022, and September
30, 2021, we recorded an allowance for doubtful accounts of $235,371 and $216,238, respectively.

Concentration of credit risk

We grant credit in the normal course of business to our customers. Periodically, we review past due accounts and make decisions about future credit on a customer by customer basis. Credit risk is
the risk that one party to a financial instrument will cause a loss for the other party by failing to discharge an obligation.

Our concentration of credit risk was not significant as of March 31, 2022, and September 30, 2021.

License Content Asset

On January 1, 2020, we adopted the guidance in ASU 2019-02, Entertainment—Films—Other Assets—Film Costs (Subtopic 926-20) and Entertainment—Broadcasters—Intangibles—Goodwill
and Other (Subtopic 920-350): Improvements to Accounting for Costs of Films and License Agreements for Program Materials, on a prospective basis. We capitalize the fixed content fees and our
corresponding liability when the license period begins, the cost of the content is known, and the content is accepted and available for streaming. If the licensing fee is not determinable or reasonably
estimable, no asset or liability is recorded, and licensing costs are expensed as incurred. We amortize licensed content assets into cost of revenue, using the straight-line method over the contractual period of
availability. The liability is paid in accordance with the contractual terms of the arrangement.

Goodwill and other intangible assets

Goodwill represents the excess of the purchase consideration over the fair value of the net tangible and identifiable intangible assets acquired in a business combination. Goodwill and other
intangible assets determined to have an indefinite useful life are not amortized but are subject to impairment tests. We conduct our annual impairment tests or whenever events and changes in circumstances
suggest that the carrying amount may not be recoverable. We conducted the annual impairment test on September 30, 2021.

When evaluating goodwill and indefinite-lived intangible assets for impairment, we may first perform an assessment of qualitative factors to determine if the fair value of the reporting unit or the
intangible asset is more-likely-than-not greater than the carrying amount. Significant factors considered in this assessment include, but are not limited to, macro-economic conditions, market and industry
conditions, cost considerations, the competitive environment, overall financial performance, and results of past impairment tests. If, based on a review of the qualitative factors, we determine it is more-
likely-than-not that the fair value is greater than the carrying value, we may bypass a quantitative test for impairment.
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In performing the quantitative test for impairment of goodwill, we compare the fair value of each reporting unit with it carrying amount, including goodwill, in order to identify a potential
impairment. Measurement of the fair value of a reporting unit is based on a fair value measure using the sum of the discounted estimated future cash flows. Estimates of forecasted cash flows involve
measurement uncertainty, and it is therefore possible that reductions in the carrying value of goodwill may be required in the future because of changes in management’s future cash flow estimates. When the
fair value of a reporting unit is less than its carrying amount, goodwill of the reporting unit is considered to be impaired. Effective January 1, 2020, we adopted the guidance in Accounting Standards Update
(“ASU”) 2017-04, Simplifying the Test for Goodwill Impairment, which measures impairment amount as the excess of a reporting unit’s carrying amount over its fair value as determined by the quantitative
test.

Operating leases

We determine if an arrangement is a lease at inception. Operating lease right-of-use assets (“ROU assets”) and short-term and long-term lease liabilities are included on the face of the consolidated
balance sheet.

ROU assets represent the right to use an underlying asset for the lease term and lease liabilities represent our obligation to make lease payments arising from the lease. Operating lease ROU assets
and liabilities are recognized at commencement date based on the present value of lease payments over the lease term. As most of our leases do not provide an implicit rate, we use an incremental borrowing
rate based on the information available at commencement date in determining the present value of lease payments. Our lease terms may include options to extend or terminate the lease when it is reasonably
certain that we will exercise that option. Lease expense for lease payments is recognized on a straight-line basis over the lease term. We have lease agreements with lease and non-lease components, which
are accounted for as a single lease component. For lease agreements with terms less than 12 months, we have elected the short-term lease measurement and recognition exemption, and recognize such lease
payments on a straight-line basis over the lease term.

Fair value measurement

We determine the fair value of our assets and liabilities using a hierarchy established by the accounting guidance that prioritizes the inputs to valuation techniques used to measure fair value. The
hierarchy gives the highest priority to valuations based upon unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to valuations based
upon unobservable inputs that are significant to the valuation (Level 3 measurements). The three levels of valuation hierarchy are defined as follows:

● Level 1 inputs to the valuation methodology are quoted prices for identical assets or liabilities in active markets.

● Level 2 inputs to the valuation methodology included quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets in inactive markets, and inputs
that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument.

● Level 3 inputs to the valuation methodology is one or more unobservable inputs which are significant to the fair value measurement.

The carrying amount of our financial instruments, including cash, accounts receivable, deposits, short-term portion of notes receivable and notes payable, and current liabilities approximate fair
value due to their short-term nature. We do not have financial assets or liabilities that are required under US GAAP to be measured at fair value on a recurring basis. We have not elected to use fair value
measurement option for any assets or liabilities for which fair value measurement is not presently required.

 
We record assets and liabilities at fair value on a nonrecurring basis as required by US GAAP. Assets recognized or disclosed at fair value in the condensed consolidated financial statements on a

nonrecurring basis include items such as property and equipment, operating lease assets, goodwill, and other intangible assets, which are measured at fair value if determined to be impaired.
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The following table summarizes fair value measurements of the Derivative Liability as of March 31, 2022:

Quoted Prices in     Significant     
Active Markets Significant Other Unobservable

For Identical Items Observable Inputs Inputs
(Level 1) (Level 2) (Level 3) Total

Derivative liabilities — — 912,320 912,320
  Total $ — $ — $ 912,320 $ 912,320

The following table summarizes fair value measurements of the Derivative Liability as of September 30, 2021:

Quoted Prices in     Significant     
Active Markets Significant Other Unobservable

For Identical Items Observable Inputs Inputs
(Level 1) (Level 2) (Level 3) Total

Derivative liabilities — — 1,058,633 1,058,633
  Total $ — $ — $ 1,058,633 $ 1,058,633

The following table summarizes changes in fair value measurements of the Derivative Liability during the six months ended March 31, 2022:

        

Balance as of September 30, 2021 $ 1,058,633
Derivative liability issued with convertible debentures  —
Change in fair value  (146,313)
Balance as of March 31, 2022 $ 912,320

The following table summarizes the unobservable inputs used in the valuation of the derivatives during the six months ended March 31, 2022:

Expected term 0.67 - 1.75 years

Discount rate 7.12% - 11.80%

Volatility 75% - 110.0%

Convertible debt and derivative treatment

When we issue debt with a conversion feature, we must first assess whether the conversion feature meets the requirements to be treated as a derivative, as follows: a) one or more underlyings,
typically the price of our common stock; b) one or more notional amounts or payment provisions or both, generally the number of shares upon conversion; c) no initial net investment, which typically
excludes the amount borrowed; and d) net settlement provisions, which in the case of convertible debt generally means the stock received upon conversion can be readily sold for cash. An embedded equity-
linked component that meets the definition of a derivative does not have to be separated from the host instrument if the component qualifies for the scope exception for certain contracts involving an issuer’s
own equity. The scope exception applies if the contract is both a) indexed to its own stock, and b) classified in shareholders’ equity in its statement of financial position.

If the conversion feature within convertible debt meets the requirements to be treated as a derivative, we estimate the fair value of the convertible debt derivative using the Monte Carlo Method
upon the date of issuance. If the fair value of the convertible debt derivative is higher than the face value of the convertible debt, the excess is immediately recognized as interest expense. Otherwise, the fair
value of the convertible debt derivative is recorded as a liability with an offsetting amount recorded as a debt discount, which offsets the carrying amount of the debt. The convertible debt derivative is
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revalued at the end of each reporting period and any change in fair value is recorded as a gain or loss in the statement of operations. The debt discount is amortized through interest expense over the life of
the debt.

Convertible debt and beneficial conversion features

If the conversion feature is not treated as a derivative, we assess whether it is a beneficial conversion feature (“BCF”). A BCF exists if the conversion price of the convertible debt instrument is less
than the stock price on the commitment date. This typically occurs when the conversion price is less than the fair value of the stock on the date the instrument was issued. The value of a BCF is equal to the
intrinsic value of the feature, the difference between the conversion price and the common stock into which it is convertible and is recorded as additional paid in capital and as a debt discount in the
consolidated balance sheets. We amortize the balance over the life of the underlying debt as amortization of debt discount expense in the consolidated statements of operations. If the debt is retired early, the
associated debt discount is then recognized immediately as amortization of debt discount expense in the consolidated statements of operations.

If the conversion feature does not qualify for either the derivative treatment or as a BCF, the convertible debt is treated as traditional debt.

Advertising costs

We expense all advertising costs as incurred. Advertising and marketing costs for the six months ended March 31, 2022, and 2021 were $2,251,590 and $426,098, respectively.

Revenue recognition

We recognize revenue in accordance with ASC 606, Revenue from Contracts with Customers, when it satisfies a performance obligation by transferring control over a product to a customer.
Revenue is measured based on the consideration we expect to receive in exchange for those products. In instances where final acceptance of the product is specified by the customer, revenue is deferred until
all acceptance criteria have been met. Revenues are recognized under Topic 606 in a manner that reasonably reflects the delivery of our products and services to customers in return for expected
consideration and includes the following elements:

● executed contracts with our customers that it believes are legally enforceable;

● identification of performance obligations in the respective contract;

● determination of the transaction price for each performance obligation in the respective contract;

● allocation of the transaction price to each performance obligation; and

● recognition of revenue only when we satisfy each performance obligation.

Performance obligations and significant judgments

Our revenue streams can be categorized into the following performance obligations and recognition patterns:

o Delivery of streaming services including content encoding and hosting. We recognize revenue over the term of the service based on bandwidth usage.

o Delivery of subscription content services in customized formats. We recognize revenue over the term of the service.
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o Delivery of hardware for ongoing subscription content delivery through software. We recognize revenue at the point of hardware delivery.

o Revenue share arrangements, where platform providers distribute our licensed content and providers pay us a portion of the usage-based advertising revenues.

Transaction prices for performance obligations are explicitly outlined in relevant agreements; therefore, we do not believe that significant judgments are required with respect to the determination of
the transaction price, including any variable consideration identified.

Customer acquisition costs

We record commission expense associated with subscription revenue. Commissions are included in operating expenses. We have elected the practical expedient that allows us to recognize the
incremental costs of obtaining a contract as an expense when incurred if the amortization period of the asset that we otherwise would have recognized is one year or less.

Cost of revenue

Cost of revenue represents the cost of the delivered hardware and related bundled software and is recognized at the time of sale. For ongoing licensing and hosting fees, cost of sales is recognized
over time based on usage patterns.

Deferred income

We bill subscription services in advance of when the service period is performed. The deferred income recorded at March 31, 2022, and September 30, 2021, represents our accounting for the
timing difference between when the subscription fees are received and when the performance obligation is satisfied.

Net loss per share

We account for net loss per share in accordance with ASC subtopic 260-10, Earnings Per Share (“ASC 260-10”), which requires presentation of basic and diluted earnings per share (“EPS”) on the
face of the statement of operations for all entities with complex capital structures and requires a reconciliation of the numerator and denominator of the basic EPS computation to the numerator and
denominator of the diluted EPS.

Basic net loss per share is computed by dividing net loss attributable to common stockholders by the weighted average number of shares of common stock outstanding during each period. It
excludes the dilutive effects of any potentially issuable common shares.

Diluted net loss per share is calculated by including any potentially dilutive share issuances in the denominator.

The following securities are excluded from the calculation of weighted average diluted shares at March 31, 2021, and September 30, 2021, respectively, because their inclusion would have been
anti-dilutive.

    March 31,     September 30, 
2022 2021

Options to purchase common stock  18,406,306  17,833,356
Warrants to purchase common stock  15,652,025  15,464,700
Series A preferred stock  —  3,066,700
Series B preferred stock  —  20,000,000
Convertible debentures  4,922,121  7,079,622
Total common stock equivalents  38,980,452  63,444,378
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Stock-based compensation

Share-based compensation issued to employees is measured at the grant date, based on the fair value of the award, and is recognized as an expense over the requisite service period. We measure the
fair value of the share-based compensation issued to non-employees using the stock price observed in the trading market (for stock transactions) or the fair value of the award (for non-stock transactions),
which were more reliably determinable measures of fair value than the value of the services being rendered. The measurement date is the earlier of (1) the date at which commitment for performance by the
counterparty to earn the equity instruments is reached, or (2) the date at which the counterparty’s performance is complete.

Recently adopted accounting pronouncements

In September 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments. This guidance requires the
measurement of all expected credit losses for financial assets held at the reporting date based on historical experience, current conditions and reasonable and supportable forecasts. This guidance also
requires enhanced disclosures regarding significant estimates and judgments used in estimating credit losses. The new guidance is effective for fiscal years beginning after December 15, 2022. We are
currently evaluating the impact of this standard on our condensed consolidated financial statements and related disclosures.

In August 2020, the FASB issued ASU 2020-06, Debt – Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging – Contracts in Entity’s Own Equity (Subtopic
815-40). This ASU reduces the number of accounting models for convertible debt instruments and convertible preferred stock. As well as amend the guidance for the derivatives scope exception for
contracts in an entity’s own equity to reduce form-over-substance-based accounting conclusions. In addition, this ASU improves and amends the related EPS guidance. The ASU is effective for interim and
annual periods beginning after December 15, 2021, with early adoption permitted for periods beginning after December 15, 2020. Adoption of the ASU can either be on a modified retrospective or full
retrospective basis. We are currently evaluating the impact of this standard on our condensed consolidated financial statements and related disclosures.

NOTE 3 – INVENTORY

Our finished goods inventory consisted of the following on March 31, 2022, and September 30, 2021:

    March 31,     September 30, 
2022 2021

Computers $ 13,127 $ 6,881
Hasp keys  3,547  3,581
Loop player  45,409  212,586
Total inventory $ 62,083 $ 223,048

NOTE 4 – LICENSE CONTENT ASSETS

License Content Assets

To stream video content to the users, we generally secure intellectual property rights to such content by obtaining licenses from, and paying royalties or other consideration to, rights holders or their
agents. The licensing arrangements can be for a fixed fee, variable fee, or combination of both. The licensing arrangements specify the period when the content is available for streaming. The license content
assets are two years in duration and include prepayments to distributors for customer subscription revenues, per play usage fees, and ad supported fees.

As of March 31, 2022, license content assets were $696,613 recorded as License content asset, net – current and $36,797 recorded as License content asset, net – noncurrent.  
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We recorded amortization expense of $482,213 and $94,086 for the six months ended March 31, 2022, and 2021, respectively, in cost of revenue, in the consolidated statements of operations,
related to capitalized license content assets. The amortization expense for the next two years for capitalized license content assets as of March 31, is $508,630 in 2022, and $207,517 in 2023.

License Content Liabilities

On March 31, 2022, we had $306,500 of obligations comprised of $306,500 in License content liability – current and $0 in License content liability – noncurrent on the Consolidated Balance
Sheets. Payments for content liabilities for the six months ended March 31, 2022, were $678,500. The expected timing of payments for these content obligations is $275,250 payable in fiscal year 2022, and
$31,250 payable in fiscal year 2023. Certain contracts provide for recoupment of payments on minimum obligations during the term of the contracts.

NOTE 5. GOODWILL AND OTHER INTANGIBLE ASSETS

As of March 31, 2022, and September 30, 2021, the balance of goodwill was $1,970,321 and $1,970,321, respectively.

Our other intangible assets, each definite lived assets, consisted of the following as of March 31, 2022, and September 30, 2021:

March 31,     September 30, 
    Useful life     2022     2021

Customer relationships nine years $ 1,012,000 $ 1,012,000
Content library two years  198,000  198,000
Total intangible assets, gross  1,210,000  1,210,000

Less: accumulated amortization  (563,444)  (507,222)
Total  (563,444)  (507,222)
Total intangible assets, net $ 646,556 $ 702,778

Amortization expense charged to operations amounted to $56,222 and $688,861, respectively, for the six months ended March 31, 2022, and the six months ended March 31, 2021.

Annual amortization expense for the next five years and thereafter is estimated to be $84,333 (remaining in 2022), $112,444, $112,444, $112,444, $112,444, and $112,444, respectively. The
weighted average life of the intangible assets subject to amortization is 6 years on March 31, 2022.

NOTE 6 – LEASES

Operating leases

We have operating leases for office space and office equipment. Many leases include one or more options to renew, some of which include options to extend the leases for a long-term period, and
some leases include options to terminate the leases within 30 days. In certain of our lease agreements, the rental payments are adjusted periodically to reflect actual charges incurred for capital area
maintenance, utilities, inflation and/or changes in other indexes.

    March 31,     September 30, 
2022 2021

Short term portion $ 146,979 $ 167,101
Long term portion  14,775  75,530
Total lease liability $ 161,754 $ 242,631
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Maturity analysis under these lease agreements are as follows:

    
2022 $ 158,212
2023  18,792
Total undiscounted cash flows  177,004
Less: 10% Present value discount  (15,250)
Lease liability $ 161,754

Six months ended March 31, 
    2022     2021

Operating lease expense $ 88,888 $ 88,888
Short-term lease expense  4,200  2,603
Total lease expense $ 93,088 $ 91,491

Operating lease expense is included in selling, general and administration expenses in the consolidated statement of operations.

For the six months ended March 31, 2022, cash payments against lease liabilities totaled $45,238, accretion on lease liability of $5,889.

For the six months ended March 31, 2021, cash payments against lease liabilities totaled $91,652, accretion on lease liability of $10,775.

Weighted-average remaining lease term and discount rate for operating leases are as follows:

Weighted-average remaining lease term     0.96 years
Weighted-average discount rate  10 %

NOTE 7 – ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consisted of the following as of March 31, 2022, and September 30, 2021:
    March 31,     September 30, 

2022 2021
Accounts payable $ 2,260,046 $ 1,147,585

Interest payable  194,725  106,631
Payroll liabilities  —  20,250
Other accrued liabilities 1,276,287 307,977
Accrued liabilities  1,471,012  434,858

Accrued royalties 2,597,676 633,463

Total accounts payable and accrued expenses $ 6,328,734 $ 2,215,906
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NOTE 8 – CONVERTIBLE DEBENTURES PAYABLE

      Convertible debentures as of March 31, 2022:
Unpaid Contractual

Net Carrying Value Principal Interest Rates Contractual Warrants
Related party convertible debentures: Current Long Term Balance Cash PIK Maturity Date issued
$3,000,000 convertible debenture amended October 23, 2020 (1) $ 587,544     $ 566,272 $ 2,162,750 10% 12/1/2023 3,550,709
$750,000 convertible debenture, December 1, 2020 (2) 628,005 — 750,000 4% 6% 12/1/2022 68,182
$800,000 convertible debenture, April 1, 2021 (2) 648,065 — 800,000 4% 6% 12/1/2022 72,727
$400,000 convertible debenture, May 1, 2021 (2) 319,569 — 400,000 4% 6% 12/1/2022 36,364
$400,000 convertible debenture, June 2, 2021 (2) 315,468 — 400,000 4% 6% 12/1/2022 36,364
  Total related party convertible debentures, net $ 2,498,651 $ 566,272 $ 4,512,750

Convertible debentures:
$350,000 convertible debenture, January 12, 2021 (2) 289,188 — 350,000 4% 6% 12/1/2022 87,500
$250,000 convertible debenture, May 21, 2021 (2) 198,995 — 250,000 4% 6% 12/1/2022 22,727
  Total convertible debentures, net $ 488,183 $ — $ 600,000

     Convertible debentures as of September 30, 2021:
Unpaid Contractual

Net Carrying Value Principal Interest Rates Contractual Warrants
Related party convertible debentures: Current Long Term Balance Cash PIK Maturity Date issued
$3,000,000 convertible debenture amended October 23, 2020 (1) $ 530,226 $ 876,256 $ 2,715,582 10% 12/1/2023 3,550,709
$750,000 convertible debenture, December 1, 2020 (2) — 536,508 750,000 4% 6% 12/1/2022 68,182
$800,000 convertible debenture, April 1, 2021 (2) — 534,114 800,000 4% 6% 12/1/2022 72,727
$400,000 convertible debenture, May 1, 2021 (2) — 259,246 400,000 4% 6% 12/1/2022 36,364
$400,000 convertible debenture, June 2, 2021 (2) — 252,070 400,000 4% 6% 12/1/2022 36,364
  Total related party convertible debentures, net $ 530,226 $ 2,458,194 $ 5,065,582

Convertible debentures:
$350,000 convertible debenture, January 12, 2021 (3) — 243,578 350,000 4% 6% 12/1/2022 87,500
$250,000 convertible debenture, May 21, 2021 (4) — 160,741 250,000 4% 6% 12/1/2022 22,727
  Total convertible debentures, net $ — $ 404,319 $ 600,000

1) Unsecured convertible debentures (at $0.60 per common share) issued to related parties, amended October 23, 2020, interest at 10% per annum beginning November 1, 2020, monthly payments of unpaid
interest accrued at 12.5% per annum will be paid in arrears through March 31, 2021, beginning April 1, 2021, we began paying equal monthly installments of principal and interest at 10% per annum through December
1, 2023. The debentures are convertible at any time prior to the
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maturity in whole or in parts into our common shares at a price of $0.60 per common share. We issued 3,550,709 common share purchase warrants, with each warrant exercisable at $0.86 for a period of 10 years.
The beneficial conversion feature totaled $612,313 and was recorded as a debt discount. We also recorded the allocated fair value of the warrants $2,387,687 as additional debt discount.

(2) On December 1, 2020, we offered, in a private placement, the aggregate offering amount of up to $3,000,000 of Senior Secured Promissory Debentures, with a minimum subscription amount of $250,000
and common stock warrants with an aggregate exercise price of $750,000 and aggregate exercisable warrant shares of 272,727 shares.

We treated the conversion feature as a derivative instrument. At the option of the Senior Secured Promissory Note holders, the notes are convertible at the earlier of a change of control event, a Qualified IPO,
both of which are defined in the Promissory Note Agreement or the maturity date of December 1, 2022.  If the conversion takes place at the maturity date, the note will be converted in whole or in parts (which cannot be
less than 50% of the amount due under the note) into an amount of shares equal to the amount due divided by the average of the VWAP of common stock during each trading day during the thirty trading day period
ending one trading day prior to the maturity date.  If the conversion takes place at the change of control date, the note will be converted into an amount of shares equal to the amount due divided by the average of the
VWAP of common stock during each trading day during the ten trading day period ending one trading day prior to the change of control effective date. In the event of a Qualified IPO, but subject to the closing of such
Qualified IPO, the amount due shall convert in full on the closing date of such Qualified IPO into a number of shares equal to the amount due on such closing date divided by the applicable IPO conversion price, as
defined in the Promissory Note Agreement.

The Senior Secured Promissory Debentures under the offering accrue cash interest at 4% per annum and payment in kind (PIK) interest at 6% payable in our common stock, determined on a 360-day basis.
Cash interest is payable in advance for the period from the issue date to November 30, 2021, and then is payable six months in arrears on June 1, 2022, then six months in arrears on December 1, 2022. The accrued PIK
interest is payable in shares of common stock in an amount equal to the amount of PIK Interest accrued as of such date, divided by the volume weighted average price (VWAP) of common stock during each trading day
during the ten-trading day period ending one trading day prior to the PIK Interest Payment due dates of June 1, 2021, December 1, 2021, June 1, 2022, and December 1, 2022. The proceeds received upon issuing the
Senior Secured Promissory Debentures were first allocated to the fair value of the embedded features with the remainder to the debt host instrument.

● $750,000 December 1, 2020 debenture the fair value of the conversion feature of $339,216 and the allocated fair value of the warrants of $26,770 were recorded as debenture discount.
● $350,000 January 12, 2021 debenture the fair value of the conversion feature of $139,751 and the allocated fair value of the warrants of $31,282 were recorded as debenture discount.
● $800,000 April 1, 2021 debenture the fair value of the conversion feature of $319,431 and the allocated fair value of the warrants of $60,406 were recorded as debenture discount.
● $400,000 May 1, 2021 debenture the fair value of the conversion feature of $159,715 and the allocated fair value of the warrants of $31,309 were recorded as debenture discount.
● $250,000 May 21, 2021 debenture the fair value of the conversion feature of $99,822 and the allocated fair value of the warrants of $14,940 were recorded as debenture discount.
● $400,000 June 2, 2021 debenture the fair value of the conversion feature of $159,715 and the allocated fair value of the warrants of $30,481 were recorded as debenture discount.
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The following table presents the interest expense related to the contractual interest coupon and the amortization of debt discounts on the convertible debentures:

Six months ended March 31, 
2022 2021

Interest expense $ 285,309 $ 346,182
Interest accretion 713,197 465,641
Amortization of debt discounts
Total $ 998,506 $ 811,823

    
For the six months remaining 2022 $ 579,373
2023  4,200,761
2024  332,617
Convertible debentures payable, related and non related party  5,112,751
Less: Debt discount on convertible debentures payable  (1,559,645)
Total convertible debentures payable, related and non related party, net $ 3,553,106
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NOTE 9 – COMMITMENTS AND CONTINGENCIES

We may be involved in legal proceedings, claims and assessments arising in the ordinary course of business. Such matters are subject to many uncertainties, and outcomes are not predictable with
assurance. There are no such loss contingencies that are included in the financial statements as of March 31, 2022.

NOTE 10 – RELATED PARTY TRANSACTIONS

Related parties are natural persons or other entities that have the ability, directly or indirectly, to control another party or exercise significant influence over the party making financial and operating
decisions. Related parties include other parties that are subject to common control or that are subject to common significant influences.

We borrowed funds for business operations from a certain stockholder and board member through convertible debenture agreements and have remaining balances, including accrued interest
amounting to $2,495,549 and $2,448,871 as of March 31, 2022, and September 30, 2021, respectively. We incurred interest expense, including amortization of debt discount for these convertible debentures
in the amounts of $446,348 and $85,949 for the six months ended March 31, 2022, and 2021, respectively. See Note 8 for convertible debentures discussion.   

On February 23, 2022, we entered into a Non-Revolving Line of Credit Loan Agreement (the “Prior Loan Agreement”), with Excel Family Partners, LLLP (“Excel”), an entity managed by Bruce
Cassidy, a member of the Company’s board of directors, for aggregate loans of up to $1.5 million, which was amended on April 13, 2022, to increase the aggregate amount to $2.0 million (the “$2m Loan”).
 

NOTE 11 –STOCKHOLDERS’ EQUITY (DEFICIT)

Convertible Preferred Stock

Of the 16,666,667 shares of preferred stock authorized, we had designated (i) 3,333,334 shares of preferred stock as Series A Convertible Preferred Stock (the “Series A Preferred Stock”) and
(ii) 3,333,334 shares of preferred stock as Series B Convertible Preferred Stock (the “Series B Preferred Stock.”  As of March 31, 2022, and March 31, 2021, we had 0 and 30,667 shares of Series A
Preferred Stock issued and outstanding, respectively.  As of March 31, 2022, and March 31, 2021, we had 0 and 200,000 shares of Series B Preferred Stock issued and outstanding, respectively.

Each share of Series B Preferred Stock has a liquidation preference of $1.50 per share, is entitled to 100 votes per share and is convertible at any time at the discretion of the holder thereof into 100
shares of common stock. We evaluated the features of the Convertible Preferred Stock under ASC 480 and classified them as permanent equity because the Convertible Preferred stock is not mandatorily or
contingently redeemable at the stockholder’s option and the liquidation preference that exists does not fall within the guidance of SEC Accounting Series Release No. 268 – Presentation in Financial
Statements of “Redeemable Preferred Stocks” (“ASR 268”).

On March 18, 2022, a board member converted his outstanding 200,000 shares of Series B Convertible Preferred shares to 20,000,000 shares of common stock.

Common stock

Our authorized capital stock consists of 316,666,667 shares of common stock, $0.0001 par value per share, and 16,666,667 shares of preferred stock, $0.0001 par value per share. As of March 31,
2022, and March 31, 2021, there were 153,507,277 and 121,193,056, respectively, shares of common stock issued and outstanding.
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Six months ended March 31, 2022

During the six months ended March 31, 2022, we issued 37,136 shares of common stock with a value of $88,500 as payment in kind for accrued interest due on certain convertible notes.  Of this
amount, 29,583 shares of common stock at a value of $70,500 was issued to a board member.

Six months ended March 31, 2021  

During the six months ended March 31, 2021, we issued1,369,863 shares of our common stock with a value of $2,671,233 for the purchase of certain intangible assets.

During the six months ended March 31, 2021, we issued 97,891 shares of our common stock with a value of $194,803 as a debt settlement.  

During the six months ended March 31, 2021, we issued1,180,880 shares of our common stock, valued at $2,065,996 capitalized as license content assets.

During the six months ended March 31, 2021, we issued 454,463 shares of our common stock with a value of $863,480 for the purchase of 20% ownership in EON.

During the six months ended March 31, 2021, we issued an aggregate of 2,548,000 shares of our common stock for gross cash proceeds of $3,185,000. We recorded no offering costs.

During the six months ended March 31, 2021, we issued 217,429  shares of our common stock in satisfaction of a common stock subscription of $135,144.

During the six months ended March 31, 2021, we converted a convertible note plus accrued interest in the amount of $376,356 into 1,003,618  shares of our common stock.

See Note 12 – Stock Options and Warrants for stock compensation discussion.

NOTE 12 – STOCK OPTIONS AND WARRANTS

Options

Option valuation models require the input of highly subjective assumptions. The fair value of stock-based payment awards was estimated using the Black-Scholes option model with a volatility
figure derived from using our historical stock prices. We account for the expected life of options based on the contractual life of options for non-employees. For employees, our accounts for the expected life
of options in accordance with the “simplified” method, which is used for “plain-vanilla” options, as defined in the accounting standards codification. The risk-free interest rate was determined from the
implied yields of U.S. Treasury zero-coupon bonds with a remaining life consistent with the expected term of the options.
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The following table summarizes the stock option activity for the six months ended March 31, 2022:

Weighted     Weighted Average
Average Remaining Aggregate

    Options     Exercise Price     Contractual Term     Intrinsic Value
Outstanding at September 30, 2021  17,833,356 $ 1.04  8.30 $ 25,478,339
Grants  911,200 2.30  9.77 823,281
Exercised  —                       —  —  —
Expired  —                       —  —  —
Forfeited  (338,250)  2.13  —  —
Outstanding at March 31, 2022  18,406,306 $ 1.08  7.87 $ 26,301,620
Exercisable at March 31, 2022  12,938,126 $ 0.97  7.50 $ 19,944,636

The aggregate intrinsic value in the preceding tables represents the total pretax intrinsic value, based on options with an exercise price less than our stock price of $2.50 as of March 31, 2022, and
$2.90 as of March 31, 2021, which would have been received by the option holders had those option holders exercised their options as of that date.

The following table presents information related to stock options on March 31, 2022:

Options outstanding
Weighted Options
average exercisable

Exercise Number of remaining life number of
price     options     in years     options
0.86  1,148,371  4.42  1,148,371
0.66  4,663,935  6.59  4,663,935
0.89 2,500,000 8.21 1,882,000
1.10 7,882,799 8.62 4,141,691
0.57 300,000 8.92 300,000
2.84 250,000 9.08 250,000
2.75  600,000 9.10 166,667
2.35  125,000  9.33  11,111
2.40 50,000 9.33 —
2.50 50,000 9.34 50,000
2.30 836,200 9.52 324,350

18,406,306 12,938,126

Stock-based compensation

We recognize compensation expense for all stock options granted using the fair value-based method of accounting. During the six months ended March 31, 2022, we issued 911,200 options valued
at $1.38 per option. As of March 31, 2022, the total compensation cost related to nonvested awards not yet recognized is $10,732,391 and the weighted average period over which expense is expected to be
recognized in months is 27.4.
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We calculated the fair value of options issued using the Black-Scholes option pricing model, with the following assumptions:

    March 31, 2022  

Weighted average fair value of options granted $ 1.38
Expected life  5.00 – 6.00 years
Risk-free interest rate  0.01 - 1.47 %
Expected volatility  55.80 - 69.60 %
Expected dividends yield  0 %
Forfeiture rate  0 %

The stock-based compensation expense related to option grants was $2,665,724 and $5,554,053, for the six months ended March 31, 2022, and 2021, respectively.

Warrants

The following table summarizes the changes in warrants outstanding and the related prices for the shares of our common stock:

Warrants outstanding Warrants exercisable
Weighted Weighted
average average

remaining Weighted remaining
contractual average contractual

Number life exercise Number life
Exercise prices     outstanding     (years) price     exercisable     (years)
$ 0.86 3,850,709 5.12 $ 0.86 3,850,709 5.12

0.38 2,000,000 4.69 0.38 2,000,000 4.69
0.75 2,666,667 7.95 0.75 2,666,667 7.95
2.75 323,864 2.67 2.75 323,864 2.67
2.80 50,000 9.07 2.80 50,000 9.07
2.75 6,573,460 2.50 2.75 6,573,460 2.50
2.35 187,324 4.96 2.35 34,273 4.96

The following table summarizes the warrant activity for the six months ended March 31, 2022:

        Weighted
average
 exercise

Number of price per
shares share

Outstanding at September 30, 2021 15,464,700 $ 1.63
Issued 187,324 2.35
Exercised — —
Expired — —
Outstanding at March 31, 2022  15,652,024 $ 1.64

We record all warrants granted using the fair value-based method of accounting.

During the six months ended March 31, 2022, we issued 187,324 warrants for consulting services and recorded consulting expense of $56,788. During the six months ended March 31, 2021, we
issued 155,682 warrants in conjunction with the issue of senior secured convertible debentures, of which 68,182 warrants were issued to a related party, in the total amount of $1,100,000 and recorded the
allocated fair values of the warrants of $58,052 as additional debt discounts.  
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We calculated the fair value of warrants issued using the Black-Scholes option pricing model, with the following assumptions:

    March 31, 2022

Weighted average fair value of warrants granted $ 0.61
Expected life  1.75 - 10 years
Risk-free interest rate  0.15% to 2.10%
Expected volatility  43% to 57.30%
Expected dividends yield  0 %
Forfeiture rate  0 %

NOTE 13 – INCOME TAXES

We calculate our interim income tax provision in accordance with ASC Topic 270, Interim Reporting and ASC Topic 740, Accounting for Income Taxes. At the end of each interim period, we
estimate the annual effective tax rate and apply that rate to our ordinary year to date earnings. In addition, the tax effects of unusual or infrequently occurring items including changes in judgment about
valuation allowances and effects of changes in enacted tax laws are recognized discretely in the interim period in which the change occurs. The computation of the annual estimated effective tax rate at each
interim period requires certain estimates and significant judgment including the expected operating (loss) income for the year, permanent and temporary differences as a result of differences between
amounts measured and recognized in accordance with tax laws and financial accounting standards, and the likelihood of recovering deferred tax assets generated in the current fiscal year. The accounting
estimates used to compute income tax expense may change as new events occur or additional information is obtained.
 

For the six months ended March 31, 2022, we recorded an income tax provision of $1,051 related to state and local taxes. For the six months ended March 31, 2021, we recorded an income tax
provision of $99,830 primarily related to a true-up of prepaid taxes from 2019. The effective rate for both the six months ended March 31, 2022, and March 31, 2021, differ from the U.S. federal statutory
rate of 21% as no income tax benefit was recorded for current year operating losses as we maintain a full valuation allowance on our deferred tax assets.

For the three months ended March 31, 2022, we recorded an income tax provision of $800 related to state and local taxes. For the three months ended March 31, 2021, we recorded an income tax
provision of $1,586 related to state and local taxes. The effective rate for both the three months ended March 31, 2022, and March 31, 2021, differ from the U.S. federal statutory rate of 21% as no income
tax benefit was recorded for current year operating losses as we maintain a full valuation allowance on our deferred tax assets.  

NOTE 14 – SUBSEQUENT EVENTS

Non-Revolving Line of Credit Refinance

Effective as of April 25, 2022, we entered into a Non-Revolving Line of Credit Loan Agreement with Excel for principal amount of up to $4,022,986, evidenced by a Non-Revolving Line of Credit
Promissory Note, also effective as of April 25, 2022. The Loan matures eighteen (18) months from the date of the Loan Agreement and accrues interest, payable semi-annually in arrears, at a fixed rate of
interest equal to twelve (12) percent per year.

 
On April 25, 2022, we used $2.022 million of the proceeds of the Loan to pre-pay all of the remaining outstanding principal and interest of the $2m Loan, in accordance with Section 2.5 of the Prior

Loan Agreement, which Prior Loan Agreement was terminated as of April 25, 2022.
 
In connection with the Loan, on April 25, 2022, we issued a warrant for an aggregate of up to 1,149,425 shares of our common stock. The Warrant has an exercise price of $1.75 per share, expires

on April 25, 2025 and shall be exercisable at any time prior to the Expiration Date.
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Under the Loan Agreement, we have granted to Excel a security interest in all of our present and future assets and properties, real or personal, tangible or intangible, wherever located, including
products and proceeds thereof.

Refinancing of Convertible Debentures

On May 9, 2022 we completed a transfer of certain of our outstanding unsecured convertible debentures in the aggregate principal amount of $2,068,399  (the “Old Debentures”) by prepaying the
principal and interest owed on such debentures in full under the terms of the debentures and issuing new substantially identical unsecured convertible debentures in the aggregate principal amount of
$2,079,993 (the “New Debentures”) to a related party (the “Transfer”). The New Debentures, like the Old Debentures, mature on December 1, 2023, require monthly installments of principal and interest at
10% per annum and are convertible at any time prior to the maturity in whole or in part into our common shares at a price of $0.60 per common share. We had previously sought, but did not receive, certain
concessions from the holders of the Old Debentures related to ongoing monthly principal and interest payments and the conversion of the Old Debentures into shares of our common stock in connection with
any significant public equity capital raise by us. In connection with the issuance of the New Debentures, the holder thereof (the “Transferee”) has agreed to a cessation of principal and interest payments on
the New Debentures until December 1, 2022, at which time accrued interest would be paid in a lump sum in cash and monthly principal and interest payments would resume. The Transferee has further
agreed to convert the New Debentures into shares of our common stock upon any significant public equity capital raise by us.

See Note 10 Related Party Transactions.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

STATEMENT ON FORWARD-LOOKING INFORMATION

This report on Form 10-Q contains certain forward-looking statements. All statements other than statements of historical fact are “forward-looking statements” for purposes of these provisions,
including any projections of earnings, revenues, or other financial items; any statements of the plans, strategies, and objectives of management for future operations; any statements concerning proposed
new products, services, or developments; any statements regarding future economic conditions or performance; statements of belief; and any statement of assumptions underlying any of the foregoing. Such
forward-looking statements are subject to inherent risks and uncertainties, and actual results could differ materially from those anticipated by the forward-looking statements.

These forward-looking statements involve significant risks and uncertainties, including, but not limited to, the following: competition, promotional costs and risk of declining revenues. Our actual
results could differ materially from those anticipated in such forward-looking statements as a result of a number of factors. These forward-looking statements are made as of the date of this filing, and we
assume no obligation to update such forward-looking statements. The following discusses our financial condition and results of operations based upon our financial statements which have been prepared in
conformity with accounting principles generally accepted in the United States of America. It should be read in conjunction with our financial statements and the notes thereto included elsewhere herein.

The following discussion and analysis provides information which our management believes to be relevant to an assessment and understanding of our results of operations and financial condition.
The discussion should be read together with our financial statements and the notes to the financial statements, which are included in this report.

Overview

We are a multichannel digital video platform media company that uses marketing technology, or “MarTech,” to generate our revenue and fuel our services. Our technology and library of videos and
licensed content enables us to curate and deliver short-form videos to our digital out-of-home (“DOOH”) business locations including dining, hospitality, retail and other partners to enable them to inform,
entertain and engage their customers. Our technology provides DOOH customers and third-party advertisers with a targeted marketing and promotional tool for their products and services and allows us to
measure the number of potential viewers of such advertising and promotional materials. In addition to providing services to DOOH venue operators, we provide our services direct to consumers (“D2C”) in
their homes and on mobile devices.

We offer self-curated music video content from major and independent record labels, as well as movie, television and video game trailers, kid-friendly videos, viral videos, drone footage, news
headlines, and lifestyle and atmospheric channels. These licenses allow us to provide music video content in both the DOOH and D2C markets. Our DOOH services are complemented by our mobile app
(the “Loop App”), which allows users to follow each other, share their locations and playlists, view activity, and signal support for a music video.

We curate content into playlists for DOOH locations and into streaming channels for delivery to our over-the-top (“OTT”) platform customers and our mobile application users. Our digital platform
service seeks to surround and engage consumers with a diverse offering of video content on their chosen digital screen wherever they are located. Our services include both our ad-supported service, which
offers content on a free or unpaid advertising supported basis, and our premium service, which offers content on a paid subscription basis. We deliver our service to DOOH venues primarily through our
proprietary Loop Media-designed “small-box” streaming Android media player (the “Loop Player”) and direct to consumers primarily through our fully functional and operational Loop App and across
OTT streaming platforms on connected TVs (“CTVs”).
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Key Performance Indicators

We review our quarterly active users (“QAU”), among other key performance indicators, to evaluate our business, measure our performance, identify trends affecting our business, formulate
financial projections and make strategic decisions. We define an “active user” as (i) an ad-supported Loop Player (or DOOH location using our ad-supported service through our “Loop for Business”
application  or using our DOOH location-owned computer screening our content) that is online, playing content, and has checked into the Loop analytics system at least once in the 90-day period or (ii) an
DOOH location customer using our subscription service at any time during the 90-day period. We use “QAU” to refer to the number of such active users during such period. Beginning October 1, 2021, we
pre-activated almost all of our Loop Players prior to delivery to customers, in response to feedback from customers and in order to further streamline the installation process and simplify the use of the Loop
Players in DOOH locations. Pre-activated Loop Players are ordered by third-party DOOH locations and represent potential revenue for us when the Loop Players are installed in the DOOH locations.  As a
result of these operational changes, for any period following September 30, 2021, we will include in our definition of “active user” any Loop Player that has been pre-activated and shipped by us to an
DOOH location customer for a period of 90 days post shipment, regardless of whether such customers utilize the Loop Player in their DOOH location. After the 90-day period, these Loop Players will drop
out of the QAU definition, unless they are otherwise online, playing content, and checked into the Loop analytics system at least once in any subsequent 90-day period. Prior to October 1, 2021, if a Loop
Player was not activated by the DOOH location operator it would not be counted as an active user. Accordingly, our QAUs for periods subsequent to September 30, 2021, will not be strictly comparable to
our September 30, 2021, or June 30, 2021, QAUs.  Increases or decreases in our QAU may not correspond with increases or decreases in our revenue, and QAU may be calculated in a manner different than
any similar key performance indicator used by other companies.

For the quarter ended March 31, 2022, QAU was 10,530, compared to 8,156 for the quarter ended December 31, 2021, a 29% increase.

For the quarter ended December 31, 2021, QAU was 8,156, compared to 5,791 for the quarter ended September 30, 2021, a 41% increase.

Critical Accounting Policies and Use of Estimates

 License Content Assets
 

On January 1, 2020, we adopted the guidance in ASU 2019-02, Entertainment—Films—Other Assets—Film Costs (Subtopic 926-20) and Entertainment—Broadcasters—Intangibles—Goodwill
and Other (Subtopic 920-350): Improvements to Accounting for Costs of Films and License Agreements for Program Materials, on a prospective basis. We capitalize the fixed content fees and our
corresponding liability when the license period begins, the cost of the content is known, and the content is accepted and available for streaming. If the licensing fee is not determinable or reasonably
estimable, no asset or liability is recorded, and licensing costs are expenses as incurred. We amortize licensed content assets into cost of revenue, using the straight-line method over the contractual period of
availability. The liability is paid in accordance with the contractual terms of the arrangement.

Revenue

Revenue generated from content and streaming services, including content encoding and hosting, are recognized over the term of the service based on bandwidth usage. The revenue generated from
content subscription services in customized formats is recognized over the term of the service. The revenue generated from hardware for ongoing subscription content delivery is recognized at the point of
the hardware delivery.

Impairment of goodwill and intangibles

Goodwill impairment occurs when the carrying amount of a goodwill asset is greater than its fair value. The amount of the impairment is the difference between the two figures.  Goodwill is
recorded as part of a corporate acquisition, representing the excess of the price paid over the value of the underlying assets and liabilities of the acquiree.
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Income taxes

We account for income taxes in accordance with ASC Topic 740, Income Taxes. ASC 740 requires a company to use the asset and liability method of accounting for income taxes, whereby
deferred tax assets are recognized for deductible temporary differences, and deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences between the
reported amounts of assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is more likely than not that some portion, or all
of, the deferred tax assets will not be realized. Deferred tax assets and liabilities are adjusted for the effect of changes in tax laws and rates on the date of enactment.

Under ASC 740, a tax position is recognized as a benefit only if it is “more likely than not” that the tax position would be sustained in a tax examination, with a tax examination being presumed to
occur. The amount recognized is the largest amount of tax benefit that is greater than 50% likely of being realized on examination. For tax positions not meeting the “more likely than not” test, no tax benefit
is recorded. We have no material uncertain tax positions for any of the reporting periods presented.

Results of Operations

For the three months ended March 31, 2022, compared to the three months ended March 31, 2021

    Three months ended March 31, 
2022     2021     $ variance     % variance  

Total revenue $  4,879,839  $  794,043  $  4,085,796   515 %
Cost of revenue  3,515,217   724,578   2,790,639   385 %

Gross profit  1,364,622   69,465   1,295,157   1,864 %
Total operating expenses  5,891,831   7,906,284   (2,014,453)   (25)%

Loss from operations  (4,527,209)   (7,836,819)   3,309,610   (42)%

Interest income  —   5,657   (5,657)   (100)%
Interest expense  (494,389)   (415,918)   (78,471)   19 %
Income from equity investment  —  1,551  (1,551)  (100)%
Change in fair value of derivatives  47,568   —   47,568  N/A %

Total other income (expense)  (446,821)   (408,710)   (38,111)   9 %

Provision for income taxes  (800)   (1,586)   786   100 %
Net loss $  (4,974,830)  $  (8,247,115)  $  3,272,285   (40)%

Revenues

Our revenue increased for the three months ended March 31, 2022, from 2021 by $4,085,796, or 515%, primarily due to an increased DOOH player count and increased revenue per player.

Cost of revenue

Cost of revenue increased 385% from $724,578 in 2021 to $3,515,217 in 2022. The $2,790,639 increase in cost of revenues for the three months ended March 31, 2022, from 2021 was primarily a
result of increased usage of royalty content stemming from the increase in advertising revenue.

Gross Margin

Gross margin increased for the three months ended March 31, 2022 from 2021 by $1,295,157 or 1,864%, primarily due to a change in estimates as we have improved our procedures over the
estimation process.
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Total operating expenses

Operating expenses decreased by $2,014,453 in 2022 due to decreased stock-based compensation costs.

Other income and expenses

Other income and expenses increased by 9% or $38,111 from 2021 primarily due to a $78,471 increase in interest expense, offset by a $47,568 gain in the change in fair value of derivatives.

For the six months ended March 31, 2022, compared to the six months ended March 31, 2021

Six months ended March 31, 
    2022     2021     $ variance     % variance  

Total revenue  $  7,875,873  $  1,499,211  $  6,376,662   425 %
Cost of revenue   4,960,194   1,186,620   3,773,574   318 %

Gross profit  2,915,679   312,591   2,603,088   833 %
Total operating expenses   11,801,511   13,333,381   (1,531,870)   (11)%

Loss from operations   (8,885,832)   (13,020,790)   4,134,958   (32)%

Other income (expense):             
Interest income   200   8,653   (8,453)   (98)%
Interest expense   (998,506)   (811,823)   (186,683)   23 %

    Income from equity investment  —  1,551  (1,551)  (100)%
Change in fair value of derivatives   146,313   —   146,313  N/A %
Gain/(Loss) on extinguishment of debt, net   490,051   13,900   476,151   3,426 %
Gain/(loss) on settlement of obligation   —   (15,000)   15,000   (100)%

Total other income (expense)   (361,942)   (802,719)   440,777   (55)%

Provision for income taxes   (1,051)   (99,830)   98,779   100 %
Net loss $  (9,248,825)  $  (13,923,339)  $  4,674,514   (34)%

Revenues

Our revenue increased for the six months ended March 31, 2022, from 2021 by $6,376,662, or 425%, primarily due to an increased DOOH player count and increased revenue per player.
Subscription revenue also increased due to more active users from additional DOOH locations.  

Cost of revenue

Cost of revenue increased 318% from $1,186,120 in 2021 to $4,960,494 in 2022. The $3,773,574 increase in cost of revenues for the six months ended March 31, 2022, from 2021 was primarily a
result of increased usage of royalty content stemming from the increase in advertising revenue.

Gross Margin

Gross margin increased for the six months ended March 31, 2022 from 2021 by $2,603,088 or 833%, primarily due to a change in our revenue mix.

Total operating expenses

Operating expenses decreased by $1,531,870 in 2022 due to a decrease in share-based compensation resulting from fewer issuances/grants.
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Other income and expenses

Other income and expenses decreased by 55% or $440,777 from 2021 primarily due to the recognition of gain on the extinguishment of debt related to PPP loans and change in the fair value of
derivatives of $490,051 and $146,313 for 2022 and 2021, respectively.  

EBITDA

We believe that the presentation of EBITDA and Adjusted EBITDA, financial measures that are not part of U.S. Generally Accepted Accounting Principles, or U.S.GAAP, provides investors with
additional information about our financial results. EBITDA and Adjusted EBITDA are important supplemental measures used by our board of directors and management to evaluate our operating
performance from period-to-period on a consistent basis and as a measure for planning and forecasting overall expectations and for evaluating actual results against such expectations.

We define EBITDA as earnings before interest expense (income), income tax (expense)/benefit, depreciation and amortization.

We define Adjusted EBITDA as earnings before interest expense (income), income tax (expense)/benefit, depreciation and amortization, adjusted for stock-based compensation and other non-
recurring income and expenses, if any.

EBITDA is not measured in accordance with, or an alternative to, measures prepared in accordance with U.S. GAAP. In addition, this non-GAAP measure is not based on any comprehensive set of
accounting rules or principles. As a non-GAAP measure, EBITDA has limitations in that it does not reflect all of the amounts associated with our results of operations as determined in accordance with U.S.
GAAP. In particular:

● EBITDA does not reflect the amounts we paid in interest expense on our outstanding debt;

● EBITDA does not reflect the amounts we received in interest income on our investments;

● EBITDA does not reflect the amounts we paid in taxes or other components of our tax provision;

● EBITDA does not include depreciation expense from fixed assets; and

● EBITDA does not include amortization expense.

Because of these limitations, you should consider EBITDA alongside other financial performance measures including net income (loss) and our financial results presented in accordance with U.S.
GAAP.

The following table provides a reconciliation of net loss to EBITDA for each of the periods indicated:

    Three months ended March 31, Six months ended March 31, 
2022     2021         2022     2021

GAAP net loss $  (4,974,830) $  (8,247,115) $  (9,248,825) $  (13,923,339)
Adjustments to reconcile to Adjusted EBITDA:             
Interest expense   494,389   415,918   998,506   811,823
Interest income   —   (5,657)   (200)   (8,653)
Depreciation and Amortization expense*   67,886   658,557   547,015   1,169,984
Income Tax expense/(benefit)   800   1,586   1,051   99,830

EBITDA $  (4,411,755) $  (7,176,711) $  (7,702,453) $  (11,850,355)

*Includes amortization of content license assets.
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Adjusted EBITDA

Adjusted EBITDA is not in accordance with, or an alternative to, measures prepared in accordance with U.S. GAAP. In addition, this non-GAAP measure is not based on any comprehensive set of
accounting rules or principles. As a non-GAAP measure, Adjusted EBITDA has limitations in that it does not reflect all of the amounts associated with our results of operations as determined in accordance
with U.S. GAAP. In particular:

● Adjusted EBITDA does not reflect the amounts we paid in interest expense on our outstanding debt;

● Adjusted EBITDA does not reflect the amounts we paid in taxes or other components of our tax provision;

● Adjusted EBITDA does not include depreciation expense from fixed assets;

● Adjusted EBITDA does not include amortization expense;

● Adjusted EBITDA does not include the impact of stock-based compensation; and

● Adjusted EBITDA does not include the impact of non-recurring income and expenses.

Because of these limitations, you should consider Adjusted EBITDA alongside other financial performance measures including net income (loss) and our financial results presented in accordance
with U.S. GAAP.

The following table provides a reconciliation of net loss to Adjusted EBITDA for each of the periods indicated:

    Three months ended March 31, Six months ended March 31, 
2022     2021         2022     2021

GAAP net loss $  (4,974,830) $  (8,247,115) $  (9,248,825) $  (13,923,339)
Adjustments to reconcile to Adjusted EBITDA:         
Interest expense   494,389   415,918   998,506   811,823
Interest income   —   (5,657)   (200)   (8,653)
Depreciation and Amortization expense *   67,886   658,557   547,015   1,169,984
Income tax expense (benefit)   800   1,586   1,051   99,830
Stock-based compensation   1,116,318   5,419,800   2,665,724   6,046,053
Impairment of intangible assets   —   —   —   2,390,799
Gain on extinguishment of debt   —   —   (490,051)   (13,900)
Loss on settlement of obligation   —   —   —   15,000
Change in fair value of derivative   (47,568)   —   (146,313)   —
Adjusted EBITDA $  (3,343,005) $  (1,756,911) $  (5,673,093) $  (3,412,403)

*Includes amortization content license assets.
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Liquidity and Capital Resources

As of March 31, 2022, we had cash of approximately $637,998. The following table provides a summary of our net cash flows from operating, investing, and financing activities.

Six months ended Six months ended
March 31, March 31, 

    2022     2021
Net cash used in operating activities $  (5,598,220) $  (4,350,902)
Net cash used in investing activities   —   (745,771)
Net cash provided by (used in) financing activities   2,073,670   4,226,230

Change in cash   (3,524,550)   (870,443)

Cash, beginning of period   4,162,548   1,971,923
Cash, end of period $  637,998 $  1,101,480

We have historically sought and continue to seek financing from private sources to implement our business plans. To satisfy our financial commitments, we have historically relied on private party
financing, but that has inherent risks in terms of availability and adequacy of funding.

For the next twelve months, we anticipate that we will need to supplement our cash from revenues with additional cash raised from equity investment or debt transactions to ensure that we will have
adequate cash to support our minimum operating cash requirements and thus to continue as a going concern.

There can be no guarantee or assurance that we can raise adequate capital from outside sources. If we are unable to raise funds when required or on acceptable terms, we may have to significantly
reduce, or discontinue our operations.

Net cash used in operating activities

Net cash flows used in operating activities for the six months ended March 31, 2022, were $5,598,220 primarily due to the net loss of $9,248,825 offset by amortization of debt discount of
$713,197, depreciation and amortization of $64,802, amortization of license content assets of $482,213, amortization of right-of-use assets of $78,114, stock-based compensation expense of $2,665,724,
write off of $20,000, gain on extinguishment of debt of $490,051, change in fair value of derivatives of $146,313 and net increase in operating assets and liabilities of $117,631.

Net cash flows used in operating activities for the six months ended March 31, 2021, were $4,350,902 primarily due to the net loss of $13,923,339 offset by amortization of debt discount of
$465,641, depreciation and amortization expense of $1,075,898, amortization of license content assets of $94,086, amortization of right-of-use assets of $70,596, stock-based compensation expense of
$6,046,053, write off of bad debt expense $167,874, impairment of intangible assets of $2,390,799, net loss on settlement of obligations of $15,000, gain on settlement of obligations of $13,900, and net
decrease in operating assets and liabilities of $738,059.

Net cash used in investing activities

There were no cash flows used in investing activities for the six months ended March 31, 2022, as compared to $745,711 primarily due to the acquisition of the fixed assets, net of cash acquired of
$750,000 offset by collections of note receivable of $1,477, and purchase of equipment of $2,752.

Net cash flow from financing activities

Net cash provided by financing activities for the six months ended March 31, 2022, was $2,073,670 due to receipt of proceeds of $1,250,000 from the issurance of common stock, proceeds of
$1,500,000 from a non-revolving line of credit, offset by $552,832 repayment of a stockholder’s loan, and $123,498 of deferred offering costs.  
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Net cash provided by financing activities for the six months ended March 31, 2021, was $4,226,230 primarily due to $3,185,000 of cash proceeds received from issuance of common stock, cash
proceeds from issuance of convertible debt of $1,100,000, offset by repayment of stockholder loans of $58,770.  

As a result of the above activities, we recorded a net decrease in cash of $3,524,550 for the six months ended March 31, 2022. We reported a cash balance of $637,998 at March 31, 2022.

Future Capital Requirements

We have generated limited revenue, and as of March 31, 2022, our cash totaled $637,998 and we had an accumulated deficit of ($76,091,241). We anticipate that we will continue to incur net losses
for the foreseeable future. However, changing circumstances may cause us to expend cash significantly faster than we currently anticipate, and we may need to spend more cash than currently expected
because of circumstances beyond our control.

Historically, our principal sources of cash have included proceeds from the issuance of common and preferred equity and proceeds from the issuance of debt. Our principal uses of cash have
included cash used in operations, payments for license rights and payments relating to purchases of property and equipment. We expect that the principal uses of cash in the future will be for continuing
operations, and general working capital requirements. We expect that as our operations continue to grow, we will need to raise additional capital to sustain operations and growth.

Effective as of April 25, 2022, we entered into a Non-Revolving Line of Credit Loan Agreement with Excel for principal amount of up to $4,022,986, evidenced by a Non-Revolving Line of Credit
Promissory Note , also effective as of April 25, 2022. The Loan matures eighteen (18) months from the date of the Loan Agreement and accrues interest, payable semi-annually in arrears, at a fixed rate of
interest equal to twelve (12) percent per year.
 
On April 25, 2022, we used $2.022 million of the proceeds of the Loan to pre-pay all of the remaining outstanding principal and interest of the $2m Loan, in accordance with Section 2.5 of the Prior Loan
Agreement, which Prior Loan Agreement was terminated as of April 25, 2022.

Proposed Equity Offering filed on S-1

On January 28, 2022, we filed a Form S-1 Registration Statement of Securities under the Securities Act of 1933.  We are offering shares of our common stock, which is currently quoted on the Pink
Open Market operated by OTC Markets Group Inc. under the symbol “LPTV.” The last reported sale price of our common stock on May 6, 2022, was $2.90 per share.

Currently, there is a very limited market for our common stock. We have applied to list our common stock on the Nasdaq Capital Market under the symbol “LPTV.” There is no assurance that our
listing application will be approved by Nasdaq or, if successful, that an active trading market for our common stock will develop or be sustained. If we are unable to list our common stock on the Nasdaq
Capital Market, we will not consummate this offering.

We are a “smaller reporting company” under applicable Securities and Exchange Commission rules and are subject to reduced public company reporting requirements for the prospectus and future
filings.
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Going Concern

The accompanying unaudited condensed financial statements have been prepared on a going concern basis. For the six months ended March 31, 2022, we had a net loss of $9,248,825, had net cash
used in operating activities of $5,598,220, had working capital of $(3,355,632), and an accumulated deficit of $(76,091,241). These matters raise substantial doubt about our ability to continue as a going
concern for a period of one year from the date of this filing. Our ability to continue as a going concern is dependent upon our ability to obtain the necessary financing to meet our obligations and repay our
liabilities arising from normal business operations when they come due, to fund possible future acquisitions, and to generate profitable operations in the future. Management plans to provide for our capital
requirements by continuing to issue additional equity and debt securities. The outcome of these matters cannot be predicted at this time and there are no assurances that, if achieved, we will have sufficient
funds to execute our business plan or generate positive operating results. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Recent Accounting Pronouncements

We adopted no new recent accounting pronouncements.

Item 3. Quantitative and Qualitative Disclosure About Market Risk.

Not required.

Item 4. Controls and Procedures.

(i) Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), evaluated the effectiveness of our disclosure controls and procedures as
defined in Rule 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of March 31, 2022. Our disclosure controls and procedures are designed to provide
reasonable assurance that information we are required to disclose in the reports we file or submit under the Exchange Act is accumulated and communicated to our management, including our CEO and
CFO, as appropriate to allow timely decisions regarding required disclosures, and is recorded, processed, summarized, and reported within the time periods specified in the SEC’s rules and forms.

Based on this evaluation, and as a result of the material weaknesses described below, our CEO and CFO have concluded that our disclosure controls and procedures were not effective at the
reasonable assurance level as of March 31, 2022. Notwithstanding the material weaknesses that were identified and continued to exist at March 31, 2022, management believes that the financial statements
included in this report present fairly in all material respects our financial position, results of operations and cash flows for the period presented.

Material Weaknesses and Management’s Remediation Plan

A material weakness is a deficiency, or a combination of deficiencies, within the meaning of Public Company Accounting Oversight Board (“PCAOB”) Auditing Standard AS 2201, in internal
control over financial reporting, such that there is a reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected on a timely basis.

Internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements in accordance
with US GAAP. The following material weaknesses in our internal control over financial reporting were identified in the normal course and continued to exist as of March 31, 2022:

We failed to maintain an effective control environment due to the following:
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Our management and governance had insufficient oversight of the design and operating effectiveness of the Company’s disclosure controls and internal controls over financial reporting;

We failed to maintain effective controls over the period-end financial reporting process, including controls with respect to preparation and disclosure of provision for income taxes, valuation and
presentation of asset acquisition, content assets and liabilities, and investments; and

We failed to maintain effective controls over journal entries, both recurring and nonrecurring, and account reconciliations and did not maintain proper segregation of duties. Journal entries were not
always accompanied by sufficient supporting documentation and were not adequately reviewed and approved for validity, completeness and accuracy. In most instances, persons responsible for reviewing
journal entries and account reconciliations for validity, completeness and accuracy were also responsible for preparation.

Management’s Remediation Initiatives

We have concluded that these material weaknesses arose because, as previously a private company, we did not have the necessary business processes, systems, personnel, and related internal
controls.  During the current quarter, we have undertaken measures to address these material weaknesses in our internal controls including hiring permanent accounting/finance staff, which has made a
significant impact on the timeliness and accuracy of our monthly close schedule, segregation of duties, and analysis and establishment of internal controls over financial reporting.  

Our third–party consulting firm that specializes in internal audit work, and more specifically internal controls over financial reporting work, will continue to assist management with our risk
assessment of internal control over financial reporting as well as documentation and testing of our internal control structure and evaluation of material weaknesses. Specifically, with the right compliment of
accounting and finance team members now in place, our entire control environment is being evaluated for enhancement of our internal controls over financial reporting. 

In addition to the measures noted above, we have made progress in our remediation plan including the following items:

◾ Increased precision and estimates for revenue recognition
◾ Improved formalization of procedures and documentation for all journal entries
◾ Creation of work center budgets by account for all of fiscal year 2022
◾ Approval of all invoices by work center Managers
◾ Monthly expense review of P&L and Balance Sheet with accounting team and CFO
◾ Selected new ERP System with plans to implement and roll out by October 2022
◾ Introduced Lockbox for all check payments received at HQ Office
◾ Establishment of Internal Audit Committee with quarterly meetings to be held to review financials, public reporting filings, policies and procedures, and internal control updates
◾ Consolidated tax advisors and consultants to one national firm
◾ Issued policy for Employee Business Travel & Expense (T&E) Reimbursement
◾ Restructured Corporate Card Program to have all recurring/corporate expenses managed through AP and limit the individual cards to T&E only
◾ Introduced weekly cash flow forecasting process to manage vendor payments and company cash requirements
◾ Creation of Company Intranet that allows for policies and procedures to be posted and easily accessed by employees

 
With oversight from the Audit Committee, management will continue to design and implement remediation measures to address the material weaknesses described above and enhance our internal

control over financial reporting.  We will strive to ensure that a proper, consistent tone is communicated throughout the organization, which emphasizes the expectation that previously existing deficiencies
will be rectified through implementation of processes and controls to ensure strict compliance with accounting principles generally accepted in the United States and regulatory requirements.
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(ii) Changes in Internal Controls over Financial Reporting

Other than described above, there have not been any changes in our internal control over financial reporting (as such term is defined in Exchange Act Rule 13a).

PART II — OTHER INFORMATION
Item 1. Legal Proceedings

We are currently not involved in any litigation that we believe could have a material adverse effect on our financial condition or results of operations. There is no action, suit, proceeding, inquiry or
investigation before or by any court, public board, government agency, self-regulatory organization or body pending or, to the knowledge of our executive officers, threatened against or affecting us, or our
common stock, in which an adverse decision could have a material adverse effect.

Item 1A.  Risk Factors

There have been no material changes to the factors disclosed in Item 1A. Risk Factors in our Annual Report on Form 10-KT for the year ended September 30, 2021.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

During the six months ended March 31, 2022, we issued 187,324 warrants for consulting services.

Item 3. Defaults Upon Senior Securities.

There were no material defaults regarding payments of principal and interest that exceeded 5% of our total assets.

Item 4. Mine Safety Disclosure.

Not applicable.

Item 5. Other Information.

On May 9, 2022 we completed a transfer of certain of our outstanding unsecured convertible debentures in the aggregate principal amount of $2,068,399  (the “Old Debentures”) by prepaying the
principal and interest owed on such debentures in full under the terms of the debentures and issuing new substantially identical unsecured convertible debentures in the aggregate principal amount of
$2,079,993 (the “New Debentures”) to a related party (the “Transfer”). The New Debentures, like the Old Debentures, mature on December 1, 2023, require monthly installments of principal and interest at
10% per annum and are convertible at any time prior to the maturity in whole or in part into our common shares at a price of $0.60 per common share. We had previously sought, but did not receive, certain
concessions from the holders of the Old Debentures related to ongoing monthly principal and interest payments and the conversion of the Old Debentures into shares of our common stock in connection with
any significant public equity capital raise by us. In connection with the issuance of the New Debentures, the holder thereof (the “Transferee”) has agreed to a cessation of principal and interest payments on
the New Debentures until December 1, 2022, at which time accrued interest would be paid in a lump sum in cash and monthly principal and interest payments would resume. The Transferee has further
agreed to convert the New Debentures into shares of our common stock upon any significant public equity capital raise by us.
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Item 6. Exhibits

Exhibit 
No.

 Exhibit Description

   
4.1 Form of Amended Eagle Warrant (previously filed on March 1, 2022 as Exhibit 10.1 of the Current Report on Form 8-K).

4.2 Form of Amended Cassidy Warrant (previously filed on March 1, 2022 as Exhibit 10.2 of the Current Report on Form 8-K)

10.1 Credit Agreement, dated February 23, 2022, by and between the Company and Excel Family Partners, LLLP (previously filed on March 1, 2022 as Exhibit 10.3 of the Current
Report on Form 8-K)

31.1  Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
   
31.2  Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
   
32.1  Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350
   
32.2  Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350  

101.INS Inline XBRL Instance Document -the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline XBRL document

101.SCH Inline XBRL Taxonomy Extension Schema

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase

101.LAB Inline XBRL Taxonomy Extension Label Linkbase

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase

104 Cover Page Interactive Data File (formatted as inline XBRL and contained in Exhibit 101)

https://www.sec.gov/Archives/edgar/data/1643988/000110465922028740/tm228056d1_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1643988/000110465922028740/tm228056d1_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1643988/000110465922028740/tm228056d1_ex10-3.htm
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Pursuant to the requirements of the Securities Act of 1934, as amended, the registrant has duly caused this quarterly report to be signed on its behalf by the undersigned thereunto duly authorized on
May 9, 2022.

Loop Media, Inc., a Nevada corporation
(Registrant)

By: /s/ Jon Niermann
Jon Niermann
Chief Executive Officer
(Principal Executive Officer)

By: /s/ Neil Watanabe
Neil Watanabe
Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Jon Niermann, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Loop Media, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f) ) for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
function):

a. all significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting
which are reasonable likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal controls over financial reporting.

Dated: May 9, 2022 /s/ Jon Niermann
Jon Niermann
Chief Executive Officer (Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Neil Watanabe, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Loop Media, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f) ) for the registrant and have:

a. designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b. designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c. evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

d. disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
function):

a. all significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting
which are reasonable likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b. any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal controls over financial reporting.

Dated: May 9, 2022 /s/ Neil Watanabe
Neil Watanabe
Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the Quarterly Report of Loop Media, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2022 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Jon Niermann, Chief Executive Officer of the Company,
hereby certify pursuant to 18 U.S.C §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge
and belief, that:

(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in this Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Dated: May 9, 2022 /s/ Jon Niermann
Jon Niermann
Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the Quarterly Report of Loop Media, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2022 as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), I, Neil Watanabe, Chief Financial Officer of the Company,
hereby certify pursuant to 18 U.S.C §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge
and belief, that:

(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in this Report fairly presents, in all material respects, the financial condition and results of operations of
the Company.

Dated: May 9, 2022 /s/ Neil Watanabe
Neil Watanabe
Chief Financial Officer


