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PART I: FINANCIAL INFORMATION
ITEM 1.

FINANCIAL STATEMENTS
Ominto, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
March 31,
2016
(unaudited)

September 30,
2015

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Restricted cash
Other receivables and prepaid expenses
Deferred costs
Total current assets

$

Property and equipment, net

953,826
2,015,234
1,543,719
2,476,843
6,989,622

$

2,019,084

TOTAL ASSETS

3,531,124
1,434,699
480,268
4,061,592
9,507,683
1,550,390

$

9,008,706

$

11,058,073

$

1,621,168
1,995,020
2,490,071
3,932,978
205,624
6,336,762
230,420
27,217
16,839,260

$

1,166,684
1,973,216
1,948,030
2,335,217
3,301,224
715,575
425,242
8,233,180
42,260
58,857
20,199,485

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)
CURRENT LIABILITIES:
Accounts payable
Amounts payable to Business Associates
Customer rebates
Other payables and accrued liabilities
Note payable, net of discount
Derivative liability
Amounts due to related parties
Deferred subscription fee revenue
Deferred advertising revenues
Liabilities of discontinued operations
Total current liabilities
TOTAL LIABILITIES

16,839,260

20,199,485

1,850

1,850

Commitments and contingencies
STOCKHOLDERS' EQUITY (DEFICIT):
Preferred stock, $.01 par value; 25,000,000 shares authorized; 185,000 and 185,000 shares issued and outstanding,
respectively.
Common stock, $.0001 par value; 700,000,000 shares authorized; 11.9 million and 11.0 million shares issued and
outstanding, respectively.
Additional paid-in capital
Accumulated other comprehensive income (loss)
Accumulated deficit
Total stockholders' equity (deficit)
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)

11,978
45,647,483
814,721
(54,306,586 )
(7,830,554)
$

See accompanying notes to condensed consolidated financial statements (unaudited).
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9,008,706

11,008
39,185,136
956,174
(49,295,580 )
(9,141,412)
$

11,058,073

Ominto, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations
(Unaudited)
Three Months Ended
March 31
2016
2015
REVENUE
Business license fees
Membership subscription fees and commission income
Advertising and marketing programs
Other

$

COST OF REVENUES

613,424
3,256,975
13,792
112,473
3,996,664

$

Six Months Ended
March 31
2016
2015

1,073,157
2,681,251
70,152
5,998
3,830,558

$

1,403,755
7,721,950
20,269
282,919
9,428,893

$

2,087,432
5,578,491
898,872
11,892
8,576,687

3,015,590

2,841,075

6,906,852

5,636,889

981,074

989,483

2,522,041

2,939,798

4,016,390

2,972,501

7,815,783

6,275,720

LOSS FROM OPERATIONS

(3,035,316)

(1,983,018)

(5,293,742)

(3,335,922)

OTHER INCOME (EXPENSE):
Interest (Expense)/Income
Change in fair value of derivative liability
LOSS BEFORE INCOME TAXES

16
(3,035,300)

(20,307)
(2,003,325)

(298,828)
549,656
(5,042,914)

(60,196)
(3,396,118)

Income taxes
LOSS FROM CONTINUING OPERATIONS

(3,035,300)

(2,003,325)

(5,042,914)

(3,396,118)

Gross Margin
Selling, general and administrative expenses

Income from discontinued operations, net of taxes

28,060

-

31,908

248,891

NET LOSS

$

(3,007,240 )

$

(2,003,325 ) $

(5,011,006 ) $

(3,147,227 )

NET LOSS PER SHARE - Basic and diluted

$

(0.25 )

$

(0.23 ) $

(0.43 ) $

(0.36 )

EARNINGS (LOSS) PER SHARE
Basic and diluted:
Continuing operations

$

(0.25 )

$

(0.23 )

(0.43 ) $

(0.39 )

$

0.00

$

Discontinued operations
WEIGHTED AVERAGE SHARES OUTSTANDING
Basic and diluted

11,921,187

-

0.00

8,644,094

11,759,438

See accompanying notes to condensed consolidated financial statements (unaudited).
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$

0.03

8,644,094

Ominto, Inc. and Subsidiaries
Condensed Consolidated Statements of Comprehensive Loss
(Unaudited)
Three Months Ended
March 31
2016
2015

Six Months Ended
March 31
2016
2015
(5,011,006)
(142,711)

(3,147,227)
1,685,651

(5,153,717 ) $

(1,461,576 )

Net loss
Foreign currency translation gain (loss)

$

(3,007,240)
(340,105)

$

(2,003,325) $
1,234,036

Comprehensive loss

$

(3,347,345 )

$

(769,289 ) $

See accompanying notes to condensed consolidated financial statements (unaudited).
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Ominto, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(Unaudited)
Six Months Ended
March 31,
2016
2015
CASH FLOW FROM OPERATING ACTIVITIES:
Loss from continuing operations
Adjustments to reconcile net loss to net cash flows from operating activities:
Depreciation and amortization
Stock-based compensation
Change in fair value of derivative liability
Changes in operating assets and liabilities:
Restricted cash
Other receivables and prepaid expenses
Deferred costs
Other assets
Accounts Payable
Amounts payable to Business Associates
Customer Rebates
Other payables and accrued liabilities
Amounts due to related parties
Deferred subscription fee revenue
Deferred advertising revenue

$

(5,042,914) $
33,191
690,707
(549,656)

NET CASH FLOWS FROM CONTINUING OPERATIONS
Income (loss) from discontinued operations
Net change in assets and liabilities of discontinued operations
Net cash flows from discontinued operations

(3,396,118)
104,576
37,242
-

(436,994)
(1,033,543)
1,960,180
412,492
195,276
517,630
1,376,871
(191,857)
(2,381,445)
183,673

(448,791)
(279,386)
(3,347,080)
(11,243)
(1,070,426)
317,423
257,601
(90,434)
(236,974)
7,373,731
(939,979)

(4,266,389)

(1,729,858)

26,607
26,607

248,891
(309,518 )
(60,627)

NET CASH FLOWS FROM OPERATING ACTIVITIES

(4,239,782)

(1,790,485)

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment
NET CASH FLOWS FROM INVESTING ACTIVITIES:

(505,630 )
(505,630)

(35,652 )
(35,652)

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of note payable - related party
Repayment of note payable
Proceeds from sale of common stock
Proceeds from exercise of warrant
Proceeds from convertible loan
NET CASH FLOWS FROM FINANCING ACTIVITIES

362,260
250,000
1,400,000
2,012,260

Effect of exchange rate changes

(1,000,000)
(500,000)
(1,500,000)

155,854

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS, END OF PERIOD

$

Supplemental cash flow information:
Cash paid for interest
Cash paid for income taxes
Non cash investing and financing activities:
Conversion of convertible notes to common stock
Reclass of derivative liability of warrants to stockholders' equity
Stock issued in lieu of salaries

(2,577,298)
3,531,124
953,826 $

(1,645,828)
2,111,812
465,984

$
$

-

$
$

60,196
-

$
$
$

5,000,000
165,919
227,527

$
$
$

-

See accompanying notes to condensed consolidated financial statements (unaudited).
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1,680,309

Ominto, Inc. and Subsidiaries
Notes to Condensed Consolidated Financial Statements
(Unaudited)
1. The Company
On June 26, 2015, the Company changed its name to Ominto, Inc. (“Ominto,” the “Company,” “we,” “our,” or “us”) from DubLi, Inc. We are a global ecommerce cash back and network marketing company which operates a worldwide shopping portal. We market membership subscriptions directly to
consumers and through partner programs and our network marketing subsidiary. The Company is incorporated in the State of Nevada and our principal
executive offices are located in Boca Raton, Florida. The Company’s wholly owned operating subsidiaries are:
●

Dublicom Limited (“DUBLICOM”), a Cyprus limited company, which operates DubLi’s Cash Back shopping websites, and operated online auctions
that were discontinued as of March 28, 2013;

●

Du b Li Network Limited (“DubLi Network”), a British Virgin Islands limited company, which operates DubLi’s global network of Business
Associates;

●

DubLi Properties, LLC, a Delaware limited liability company, which holds certain rights to real estate in the Cayman Islands; and

●

DubLi India Private Limited, a Haryana, India company, which operates DubLi Network’s global network of Business Associates in India.

●

Ominto India, a New Dehli, India company, which operates Ominto’s cash back shopping websites in India.

Since March 2013, our business operations have consisted of the operation of the DubLi Network, a worldwide network marketing business, and the
operation of DubLi.com, our shopping portal which provides cash back to members on purchases made through the cash back and membership portal (“Cash
Back”). Prior to March 2013, our principal business consisted of reverse auction programs conducted online that were primarily designed to enable
consumers to purchase merchandise at discounted prices, under the DubLi brand. Effective March 28, 2013 we discontinued our auction program.
Our e-commerce Cash Back transactions throughout the world are conducted through DubLi.com’s shopping portal websites. In May 2016, we replaced
Dubli.com with our new portal Ominto.com which will also offer Cash Back transactions. We have a large network of independent Business Associates
(“BAs”) that sell e-commerce Cash Back products.
Mr. Michael Hansen, a director of the Company, has a direct ownership of approximately 2.8 million shares of our common stock and 185,000 shares of our
super voting preferred stock as of March 31, 2016. Each share of our super voting preferred votes as 40 shares of common stock. As a result, Mr. Hansen had
the power to cast approximately 56% of the votes that could be cast by our stockholders as of March 31, 2016. Accordingly, he has the power to influence or
control the outcome of important corporate decisions or matters submitted to a vote of our stockholders, including, but not limited to, increasing the
authorized capital stock of the Company, the dissolution or merger of the Company, sale of all of the Company’s assets or changing the size and composition
of the board of directors.
Reverse Stock Split
On August 15, 2015, our board and a stockholder holding a majority of the stockholder votes approved a reverse split of common stock at a ratio of 1-for-20
to 1-for-100 with the board of directors having discretion to set the ratio. On November 1, 2015, the board of directors approved a reverse stock split of our
common stock at a ratio of 1-for-50 (the "Reverse Split"). We effectuated the Reverse Split on November 4, 2015, and our shares of common stock began
trading on a post-reverse split basis on November 6, 2015. The par value of our common stock and super-voting preferred was not adjusted as a result of the
Reverse Split. All issued and outstanding common stock, options for common stock, restricted stock awards, warrants, and convertible debt, and per share
amounts have been retroactively adjusted to reflect this Reverse Stock Split for all periods presented. The voting and conversion rights of the Super-Voting
Preferred have been retroactively adjusted to reflect the Reverse Stock Split for all periods presented.
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Liquidity
We have incurred substantial losses through March 31, 2016. We experienced negative net cash flows from our operating activities of approximately $4.2
million and $5.2 million for the six (6) months ended March 31, 2016 and the fiscal year ended September 30, 2015, respectively. We will require additional
financing to meet our working capital and capital expenditures requirements. We can provide no assurance that such additional financing will be available in
an amount or on terms acceptable to us. If we are unable to obtain additional funds when they are needed or if such funds cannot be obtained on terms
acceptable to us, we will be unable to execute our business plan and fund operations, which could have a material, adverse effect on our business, financial
condition and results of operations.
Our financial statements for the fiscal year ended September 30, 2015 were prepared assuming that we will continue as a going concern. We have incurred
losses since our inception. We do not have sufficient cash to fund normal operations for the next twelve months without deferring payment on certain current
liabilities and raising additional funds. For the six (6) months ended March 31, 2016 we incurred a loss from continuing operations of $5.0 million and we
had negative cash flows from continuing operations of $4.2 million. For the fiscal year ended September 30, 2015 we incurred a loss from continuing
operations of $12.2 million and had negative cash flows from continuing operations of $5.2 million. We had an accumulated deficit for the period from our
inception through March 31, 2016 of approximately $54.3 million. As a result, we had a working capital deficit of approximately $9.8 million as of March
31, 2016. These factors raise substantial doubt about our ability to continue as a going concern. Our financial statements do not include any adjustments that
might result from the outcome of this uncertainty.
The Company’s ability to continue as a going concern is dependent on our ability to raise capital to fund our future operations and working capital
requirements and our ability to profitably execute our business plan. Our plans for the long-term return to and continuation as a going concern include
financing our future operations through sales of our common stock and/or debt and the eventual profitable operation of our business. The consolidated
financial statements do not include any adjustments that might be necessary should the Company be unable to continue as a going concern. If the going
concern basis were not appropriate for these financial statements, adjustments would be necessary in the carrying value of assets and liabilities, the reported
expenses and the balance sheet classifications used.
We continue to update our product offerings, which places additional demands on future cash flows and may decrease liquidity. Our future liquidity and
capital requirements will depend on numerous factors including market acceptance of our future products, revenues generated from our operations, the impact
of competitive product offerings, and whether we are successful in acquiring additional customers on a large scale basis through partners. We also intend to
increase our efforts to attract BAs which we expect will improve sales of our e-commerce products. These efforts will place additional demands on our cash
flows and liquidity. We cannot offer any assurance that we will be successful in generating revenues from operations, adequately dealing with competitive
pressures, acquiring complementary products, technologies, or businesses, or increase our marketing efforts.
Because of constraints on our sources of capital and our liquidity needs, we have continued to borrow from Michael Hansen, the Company’s founder, a
director, and the Company’s current Executive Vice President of Business Development, to fund our operations. As of March 31, 2016, we owed Mr. Hansen a
total of approximately $0.2 million in advances to us.
On January 15, 2016, we sold 26,533 shares of common stock at $8.00 per share for total cash consideration of $0.2 million to a private investor.
On February 19, 2016 and February 22, 2016, we sold a total of 43,335 shares of common stock at a weighted average sale price of $3.46 per share for total
cash consideration of $0.15 million to three of our Independent Directors.
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Beginning in January 2016, we implemented a series of changes to streamline our organization and reduce monthly operating expenses. Our efforts focused
on reducing staffing costs, transferring certain functions to lower cost locations, consolidating our operations to fewer locations, and reducing our efforts on
activities not related to our core operations. These changes were designed to conserve our resources and allow for continued investment in the completion
and launch of our new Ominto.com and its related DubLi.com technology platform. The new platform launched in May 2016. As of the date of this filing it is
still too early to tell if the platform will lead to the revenue growth the Company anticipates.
2. Summary of Significant Accounting Policies
Basis of Presentation and Consolidation
The accompanying interim condensed consolidated financial statements are unaudited. These condensed consolidated financial statements reflect all
adjustments (which are of a normal recurring nature) that, in the opinion of management, are necessary to fairly present the Company’s financial position,
results of operations and cash flows as of and for the periods presented. The results of operations for these interim periods are not necessarily indicative of the
operating results for future periods, including the fiscal year ending September 30, 2016.
These condensed consolidated financial statements and notes are presented in accordance with the rules and regulations of the United States Securities and
Exchange Commission (“SEC”) relating to interim financial statements and in conformity with accounting principles generally accepted in the United States
of America (“US GAAP”). Certain information and note disclosures normally included in annual financial statements prepared in accordance with US GAAP
have been condensed or omitted in these condensed financial statements pursuant to SEC rules and regulations, although we believe that the disclosures
made herein are adequate to make the information not misleading. These condensed consolidated financial statements should be read in conjunction with the
consolidated financial statements and notes thereto included in our Annual Report on Form 10-K for the fiscal year ended September 30, 2015.
The condensed consolidated financial statements include the accounts of Ominto, Inc. and its subsidiaries. All significant intercompany transactions have
been eliminated in consolidation.
Use of Estimates
The preparation of these condensed consolidated financial statements, in conformity with US GAAP requires us to make estimates and assumptions that
affected the reported amounts of assets and liabilities, revenue and expenses, and the related disclosure of contingent assets and liabilities, at the date of the
condensed consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results may differ from
these estimates.
Recent Accounting Pronouncements
In May 2014, the Financial Accounting Standards Board, (“FASB”), issued Accounting Standards Update No. 2014-09 Revenue from Contracts with
Customers (Topic 606) (“ASU 2014-09”). The new revenue recognition standard provides a five-step analysis of transactions to determine when and how
revenue is recognized. The core principle is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. This ASU 2014-09 is effective for
annual periods beginning after December 15, 2017 and shall be applied either retrospectively to each period presented or as a cumulative-effect adjustment
as of the date of adoption. Early adoption is permitted as of the effective date. The Company is evaluating the potential impact of this adoption on its
consolidated financial statements.
In August 2014, the FASB issued Accounting Standards Update No. 2014-15 Presentation of Financial Statements—Going Concern (Subtopic 205-40)
(“ASU 2014-15”). ASU 2014-15 requires that for each annual and interim reporting period, an entity’s management should evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the entity’s ability to continue as a going concern within one year after
the date that the financial statements are issued (or within one year after the date that the financial statements are available to be issued when applicable). The
amendments in ASU 2014-15 are effective for the annual period ending after December 15, 2016, and for annual periods and interim periods thereafter. Early
application is permitted. The adoption of this guidance is not expected to have a material impact on the Company’s consolidated financial statements.
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In April 2015, the Financial Accounting Standards Board ("FASB") issued ASU 2015-03, Interest—Imputation of Interest: Simplifying the Presentation of
Debt Issuance Costs ("ASU-2015-03"). ASU 2015-03 requires companies to present debt issuance costs as a direct deduction from the carrying value of that
debt liability. ASU 2015-03 is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2015. Early adoption is
allowed for financial statements that have not been previously issued. Entities would apply the new guidance retrospectively to all prior periods (i.e., the
balance sheet for each period is adjusted). The adoption of this standard is not expected to have a material impact on the Company’s financial position,
results of operations or cash flows.
In February 2016, the FASB issued ASU 2016-02, "Leases (Topic 842)." ASU 2016-02 requires that lessees recognize right-of-use assets and lease liabilities
for any lease classified as either a finance or operating lease that is not considered short-term. The accounting applied by lessors is largely consistent from the
existing lease standard. ASU 2016-02 is effective for fiscal years, and interim reporting periods within those years, beginning after December 15, 2018.
Lessees and lessors will be required to recognize and measure leases at the beginning of the earliest period presented using a modified retrospective approach.
We have obligations under lease agreements for facilities, which are classified as operating leases under the existing lease standard. We are still evaluating
the impact ASU 2016-02 will have on the consolidated results of operations, financial condition, and cash flows.
In March 2016, the FASB issued ASU No. 2016-09, “Compensation - Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting” (“ASU 2016-09”). The standard is intended to simplify several areas of accounting for share-based compensation arrangements, including the
income tax impact, classification on the statement of cash flows and forfeitures. ASU 2016-09 is effective for fiscal years, and interim periods within those
years, beginning after December 15, 2016, and early adoption is permitted. Accordingly, the standard is effective for us on September 1, 2017 and we are
currently evaluating the impact that the standard will have on our consolidated financial statements.
Foreign Currency
Financial statements of foreign subsidiaries operating in other than highly inflationary economies are translated at period-end exchange rates for assets and
liabilities and historical exchange rates during the period for income and expense accounts. The resulting translation adjustments are recorded within
accumulated other comprehensive income or loss. Financial statements of subsidiaries operating in highly inflationary economies are translated using a
combination of current and historical exchange rates and any translation adjustments are included in current earnings. Gains or losses resulting from foreign
currency transactions are recorded in operating expense. We have no subsidiaries operating in highly inflationary economies.
In accordance with Accounting Standards Codification (“ASC”) 830, Foreign Currency Matters, companies with foreign operations or foreign currency
transactions are required to prepare the statement of cash flows using the exchange rates in effect at the time of the cash flows. We use an appropriately
weighted average exchange rate for the period for translation if the result is substantially the same as if the rates at the dates of the cash flows were used. The
condensed consolidated statement of cash flows reports the effect of exchange rate changes on cash balances held in foreign currencies as a separate part of
the reconciliation of the change in cash and cash equivalents during the period.
Cash and Cash Equivalents
We consider all highly liquid instruments with original maturities of three (3) months or less at the date of transaction to be cash equivalents. We maintain
our cash in bank deposit accounts in the United States, Cyprus, India, and United Arab Emirates, which at times may exceed the federally insured limits in
those countries. We have not experienced any losses in such accounts and believe we are not exposed to any significant credit risk on cash and cash
equivalents.
Restricted Cash
We have agreements with organizations that process our credit card transactions. The credit card processors have financial risk of chargebacks associated with
the credit card transactions because the processor generally forwards us the cash proceeds soon after each transaction is completed but before the expiration
of the time period in which the purchaser may request a refund. Our agreements with the credit card processors allow them to create and maintain a reserve
account by retaining a certain portion of the cash generated from the credit card transactions that would otherwise be delivered to us, herein known as
“Restricted Cash”. The reserve requirement with each card processor is set at their respective fixed percentage for all transactions to be held for their
respective rolling term period from the date of the transaction.
Allowance for Doubtful Accounts
Receivables are uncollateralized obligations due under normal trade terms, typically requiring payment within 30 days from invoice date. Receivables are
stated at the contractual amount billed, net of an allowance for doubtful accounts, if any. Accounts dated over 90 days old are considered past due. We
estimate the allowance based on an analysis of specific accounts, taking into consideration the age of past due accounts and an assessment of the debtors’
ability to pay. Interest income is not recognized on past due accounts.
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Property and Equipment
Property and equipment are recorded at cost. Computers and equipment, computer software, furniture and fixtures are depreciated over five (5) years.
Leasehold improvements included in furniture and fixtures are amortized on a straight-line basis over the term of the lease. Land is not amortized. The cost of
maintenance and repairs of equipment is charged to expense when incurred. When we sell, dispose or retire property and equipment, the related gains or
losses are included in operating results.
Internal-use Software and Website Development
Costs incurred to develop software for internal use are capitalized and amortized over the estimated useful life of the software. Costs related to design or
maintenance of internal-use software and website development are expensed as incurred.
Impairment of Long-Lived Assets
In accordance with ASC 360, Property, Plant and Equipment - Subsequent Measurement (“ASC 360”), we review the carrying value of our long-lived assets
annually or whenever events or changes in circumstances indicate that the historical cost-carrying value of an asset may no longer be appropriate. We assess
recoverability of the carrying value of the asset by estimating the future net cash flows expected to result from the asset, including eventual disposition. The
estimate of cash flows is based upon, among other things, certain assumptions about expected future operating performance, growth rates and other factors.
Estimates of undiscounted cash flows may differ from actual cash flows due to, among other things, technological changes, economic conditions, changes to
the business model or changes in operating performance. If the sum of the undiscounted cash flows (excluding interest) is less than the carrying value, an
impairment loss will be recognized, measured as the amount by which the carrying value exceeds the fair value of the asset. Fair value is determined using
available market data, comparable asset quotes and/or discounted cash flow models.
Fair Value of Financial Instruments
We adopted ASC 820, Fair Value Measurements and Disclosures (“ASC 820”) for measurement and disclosures about the fair value of its financial
instruments. ASC 820 establishes a framework for measuring fair value using a three level hierarchy which prioritizes the inputs to valuation techniques used
to measure fair value.
The book value of our financial instruments consisting of cash, receivables, deferred costs, accounts payable and accrued liabilities approximate their
respective fair values because of the short maturity of these instruments. The three levels of fair value hierarchy defined by ASC 820 are:
Level 1 - Inputs are unadjusted, quoted prices in active markets for identical assets or liabilities at the measurement date;
Level 2 - Inputs (other than quoted market prices included in Level 1) are either directly or indirectly observable for the asset or liability through
correlation with market data at the measurement date and for the duration of the instrument's anticipated life; and
Level 3 - Inputs reflect management's best estimate of what market participants would use in pricing the asset or liability at the measurement date.
Consideration is given to the risk inherent in the valuation technique and the risk inherent in the inputs to the model. Valuation of instruments
includes unobservable inputs to the valuation methodology that are significant to the measurement of fair value of assets or liabilities.
Determining which category an asset or liability falls within the hierarchy requires significant judgment. We evaluate our hierarchy disclosures each quarter.
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Revenue Recognition
We recognize revenues in accordance with ASC 605, Revenue Recognition which requires that four basic criteria be met before revenues can be recognized:
(i) persuasive evidence of an arrangement exists; (ii) delivery has occurred or services have been rendered; (iii) the selling price is fixed and determinable;
and (iv) collectability is reasonably assured. Determination of criteria (iii) and (iv) are based on management's judgment regarding the fixed nature of the
selling prices of the products delivered and the collectability of those amounts. Provisions for discounts and cash back to customers, estimated returns and
allowances, and other adjustments are recorded in the same period the related revenues are recorded. We defer any revenues that are subject to refund, and, for
which the product has not been delivered or the service has not been rendered.
DubLi, a wholly owned subsidiary of the Company, has a global network marketing organization with Business Associate (“BA”) representatives in many
countries throughout the world. We offer BAs a wide variety of products and services to sell to their customers, many of whom also become BAs themselves.
BAs earn commissions on sales of products and services that they sell directly, and earn commissions on “downline” sales of products and services made by
BAs that they bring into the marketing network. We also offer various membership packages to customers and a Partner Program whereby customers are
recruited by partner companies or organizations who shop on our DubLi.com shopping portal. Our revenue recognition policies for each of our products and
services are as follows:
E-commerce and memberships
●

Business license fees – Business Associates pay an initial business license fee and Partner Program participants (excluding not-for-profit
organizations) pay a setup fee for the marketing and training services provided by us which enables them to begin their sales of DubLi.com’s
products and services. The business license fee or partner setup fee is recognized as revenue ratably over twelve (12) months.
Effective March 2014, our BAs were no longer required to pay a monthly fee to maintain their current membership status; these monthly fees were
recorded as revenue in the respective period for which they were paid. Partner program participants continue to pay a monthly maintenance fee
which is recorded as revenue in the respective period for which it was paid.

●

Membership subscription fees - (i) Effective April 2014, our BAs were required to purchase our membership subscription products for resale in the
form of a qualifying VIP membership or VIP membership packages for BAs or membership packages for DubLi.com’s customers as described under
item (ii) below. These membership subscription products have a shelf life of twelve (12) months. Revenue is recognized ratably over a twelve (12)
month period when any membership subscription product is activated or immediately upon expiry; (ii) DubLi.com customers who purchase a
Premium or a VIP membership package pay a monthly or an annual subscription fee, respectively. The monthly subscription fee is recorded as
revenue in the respective period for which it was paid and the annual subscription fee is recognized ratably over the subscription period.
At the end of the fourth quarter of fiscal year 2015, we concluded that we had accumulated a sufficient level of historical data from a large pool of
homogenous transactions to allow management to reasonably and objectively determine an estimated unused and expired VIP voucher rate and the
pattern of VIP voucher redemptions. Under this method, revenue is recognized and the VIP voucher liability is relieved for unredeemed VIP
vouchers in proportion to actual VIP voucher redemptions. We believe this method is appropriate for recognizing revenue on expiration or use,
because it better reflects the VIP voucher earnings process.
In accordance with Accounting Standards Codification (ASC) Topic 250, “ Accounting Changes and Error Corrections,” we concluded that this
accounting change represented a change in accounting estimate effected by a change in accounting principle. Accordingly, we included a revision
in expected redemptions based on VIP voucher redemption patterns and accounted for the change as a change in estimate utilizing the cumulative
catch-up method.
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We believe it is appropriate to recognize revenues on this basis in order to more closely match revenue and related costs. We believe that the use of
recent historical data is reasonable and appropriate because of the relative stability of the average actual number of VIP membership’s redeemed.
●

Commission income – We receive varying percentages in commission income earned from merchants participating on our online shopping platform.
These commissions are calculated based upon the agreed rates with the participating merchants on all customer’s transactions processed through our
online shopping platform and are recognized on an accrual basis based upon data obtained from the merchant. A percentage of the commission
income is payable, in the form of Cash Back, to the customer for all purchase transactions. This Cash Back amount due the customer is accrued as a
deduction from commission income at the time the commission income is recognized. Commission income owed to the company from merchants is
included in other receivables and prepaid expenses.

●

Advertising and marketing - Revenues for the respective advertising and marketing programs are recognized at a fixed rate per customer allocated to
BAs in accordance with the terms and obligations under the programs or upon expiration based upon the following criteria - (i) when the BA became
inactive for twelve (12) months and redemption was deemed remote, (ii) when the BAs accepted an exchange under any replacement program, or (iii)
when waivers and releases were obtained from the BA.

Deferred Revenues
Deferred subscription fee revenues relate to unearned revenues associated with VIP memberships. We sell memberships and payments are received in advance
of customers using the memberships.
Auctions (Discontinued Operations)
Effective March 28, 2013, we discontinued our auctions program. Any remaining unused credits owned by BAs following the discontinuance had been
reclassified as a liability of discontinued operations. Unused credits associated with inactive BAs are recognized as revenues on the earlier of twelve (12)
months after termination of the auctions program or when waivers and releases are obtained from BAs who have opted to accept any replacement program.
Prior to March 28, 2013, revenues from the auctions program were recorded on a net basis of (i) bidding credits used and broken in auctions, (ii) sale of goods
and handling fees, and (iii) net auctioned value of gift cards. Net auctioned value of gifts cards was arrived at based upon the auctioned face value of the gift
card less its associated cost of the gift card.
Cost of Revenues
Cost of revenues are principally commissions based upon each BA’s volume of sales, any “downline” sales by other BAs under the sponsoring BA, and
purchase transactions through our online shopping platform made by customers under the referring BA. Commissions due to BAs at the time of such
transaction are recorded as deferred costs until the corresponding revenues are recognized. Special incentive bonuses are recognized when the BAs meets the
sales target goals or specific criteria, and are recorded as deferred costs which are then expensed ratably as the corresponding revenues are recognized.
Selling, General and Administrative Expenses
Selling, general and administrative expenses include costs associated with advertising expenses, stock compensation, staff payroll costs, outside services,
bank transaction fees, and other general administrative costs.
Comprehensive Income (loss)
Comprehensive income (loss) is net earnings or loss after tax plus certain items that are recorded directly to stockholders’ equity. Other than foreign currency
translation adjustments, we have no other comprehensive income (loss) components.
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Income Taxes
We account for income taxes in accordance with ASC 740, Income Taxes (“ASC 740”) under which deferred tax assets and liabilities are determined based on
temporary differences between accounting and tax bases of assets and liabilities and net operating loss and credit carry forwards, using enacted tax rates in
effect for the year in which the differences are expected to reverse. Valuation allowances are established when necessary to reduce deferred tax assets to the
amounts expected to be realized. A provision for income tax expense is recognized for income taxes payable for the current period, plus the net changes in
deferred tax amounts.
In accordance with ASC 740-10, Accounting for Uncertainty in Income Taxes, we adopted a more-likely-than-not threshold for financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return. This interpretation also provides guidance on de-recognition of
income tax assets and liabilities, classification of current and deferred income tax assets and liabilities, accounting for interest and penalties associated with
tax positions, accounting for income taxes in interim periods and income tax disclosures.
In the event of a distribution of the earnings of certain international subsidiaries, we would be subject to withholding taxes payable on those distributions to
the relevant foreign taxing authorities. Since we currently intend to reinvest undistributed earnings of these international subsidiaries indefinitely, we have
made no provision for income taxes that might be payable upon the remittance or repatriation of these earnings. We have also not determined the amount of
tax liability associated with an unplanned distribution of these permanently reinvested earnings. In the event that in the future we consider that there is a
reasonable likelihood of the distribution of the earnings of these international subsidiaries (for example, if we intend to use those distributions to meet our
liquidity needs), we will be required to make a provision for the estimated resulting tax liability, which will be subject to the evaluations and judgments of
uncertainties described above.
We conduct business globally and, as a result, one or more of our subsidiaries file income tax returns in U.S. federal and state, and foreign jurisdictions. In the
normal course of business, we are subject to examination by taxing authorities in the countries in which each respective subsidiary operates. We are currently
under ongoing tax examinations in several countries. While such examinations are subject to inherent uncertainties, we do not currently anticipate that any
such examination would have a material adverse impact on its consolidated financial statements.
Earnings (Loss) per Share
We compute basic earnings (loss) per share by dividing the income (loss) attributable to holders of common stock for the period by the weighted average
number of shares of common stock outstanding during the period. The potential impact of all common stock equivalents was excluded from the number of
shares outstanding used for purposes of computing net loss per share as the impact of such equivalents was anti-dilutive due to the loss from continuing
operations. Potential dilutive securities, which consisted of outstanding stock options and other compensation arrangements not included in dilutive
weighted average shares for the three (3) months ended March 31, 2016 and 2015 were approximately 1.8 million and 0.028 million, respectively, and for the
six (6) months ended March 31, 2016 and 2015, were approximately 1.8 million and 0.028 million, respectively.
Stock-Based Compensation
We account for stock-based compensation in accordance with ASC 718, Share-Based Compensation, which requires the use of the fair value method to
determine compensation for all arrangements under which employees and others receive shares of stock or equity instruments (warrants and options). The fair
value of each option award is estimated on the date of grant using the Black-Scholes valuation model that uses assumptions for expected volatility, expected
dividends, expected term, and the risk-free interest rate. Expected volatility is based on weighted average of the historical volatility of the Company's
common stock and selected peer group comparable volatilities and other factors estimated over the expected term of the options. The expected term of stock
options granted is derived using the “simplified method” which computes expected term as the average of the sum of the vesting term plus the contract term.
The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of grant for the period of the expected term.
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Segment Policy
We derive our revenues from the E-Commerce and Memberships segment which includes business license fees, membership subscription fees, commission
income, and, advertising and marketing programs; and Auctions segment (reported as discontinued operations) as described in Note 13 - Segment
Information.
3. Restricted Cash
Restricted cash represents charge back reserves held by the Company’s credit card processor. Amounts of restricted cash held, by type of currency were as
follows:
As of
March 31,
September 30,
2016
2015
$
138,021 $
1,302,172
7,310
123,360
183,327
1,686,576
9,167
$
2,015,234 $
1,434,699

Euro
Australian Dollar
Indian Rupees
United States Dollar
Total
4. Deferred Costs

Deferred costs represent paid or accrued commission costs which are directly related to: (i) unearned subscription fees which are expensed ratably over the
subscription periods; and (ii) advertising and marketing programs which are expensed when all services and obligations are fulfilled. Deferred costs expensed
are included in cost of revenues.
5. Property and Equipment
Property and equipment comprised the following:

March 31,
2016
Land:
Held for sales incentives
Less: Valuation allowance

$

As of
September 30,
2015

3,562,500 $
(2,687,752)
874,748

Computers and equipment
Computer software
Software development
Furniture and fixtures

349,525
1,010,029
122,366
1,481,920

Accumulated depreciation

(337,584 )
1,144,336

Total

$

2,019,084

3,562,500
(2,687,752)
874,748
340,781
551,694
111,478
1,003,953
(328,311 )
675,642

$

1,550,390

Land Held for Sales Incentives
We acquired a land parcel consisting of 15 lots in the Cayman Islands in March 2010. As of March 31, 2016, the land value of approximately $0.9 million
consisted of the contract price and land filled cost of approximately $3.6 million less a valuation allowance of approximately $2.7 million that was based on
our evaluation of the estimated fair value.
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Depreciation
Depreciation expense was $13,892 and $56,424, for the three (3) months ended March 31, 2016 and 2015, respectively, and $33,191 and $104,576 for the
six (6) months ended March 31, 2016 and 2015, respectively.
6. Note Payable and Warrants
On September 15, 2015, we entered into a convertible note payable agreement with two unrelated parties of the Company for a total of $5.0 million to be
used for general working capital. The convertible note agreement contained a mandatory conversion provision whereby the notes mandatorily convert to
shares of the Company’s common stock five days after the Company files either an amendment to its articles of incorporation with the State of Nevada
increasing its authorized shares and/or an amendment with the State of Nevada authorizing a reverse split of the Company’s issued and outstanding. We filed
both amendments on November 1, 2015 and the notes converted to 800,000 shares of common stock on November 7, 2015. We also issued the stock
purchase warrant for 300,000 shares of common stock to the holders on the same date.
The notes bore interest at the three month LIBOR rate (London Interbank Offered Rate) on the date of issuance which was 2%. The convertible note
agreement contained a mandatory conversion provision in which the principal balance and accrued interest converted to common stock of the Company or
became due and payable September 15, 2017 if the conversion provision was not triggered.
We determined that the conversion feature attached to the convertible debt was not a derivative. On September 15, 2015 when the convertible note was
issued, we did not have authorized shares available under our articles of incorporation for conversion and issuance. The total shares required upon conversion
equaled 800,000 (post Reverse Split). If shares had been available, the trading market for our shares did not have sufficient trading volume for the holders to
sell the shares. In accordance with ASC 815 to be considered a derivative, the holder has to have the ability to sell their position upon conversion on shares.
Because this was not the case, we determined that the conversion feature was not a derivative.
The convertible note agreement also included provisions for detachable warrants for 300,000 shares of common stock. As of September 30, 2015, the $3.6
million of proceeds from the note was recognized net of a discount for the fair value of the warrants totaling $0.4 million. See Note 7 for further discussion of
the warrant.
Interest expenses related to these notes, including amortization of the warrant discount, totaled $298,844 and $22,580 for the six (6) months ended March 31,
2016 and for the year ended September 30, 2015, respectively.
7. Derivative Liability
The Company analyzed the provision of the convertible note entered into on September 15, 2015, that provided a detachable warrant for 300,000 shares of
common stock. We accounted for these warrants as a liability in the financial statements because the Company did not have enough authorized shares to
satisfy the potential exercise of the common stock warrants.
The warrants were recorded at fair value using the Black-Scholes option pricing model. The fair value was remeasured at each financial reporting period with
any changes in fair value being recognized as a component of other income (expense) in the accompanying statements of operations.
The fair value of the derivative liability as of September 30, 2015, which was the end of our fiscal year 2015, was $715,575. On November 7, 2015, in
connection with completion of the Reverse Split and increase in authorized shares, the notes converted to 800,000 shares of common stock. We completed
the final remeasurement of the warrant liability which totaled $165,919 on the conversion date and recognized a gain on the change in the fair value of the
derivative liability of $549,656. As a result of the increase in authorized shares, we reclassified the warrant liability to stockholders’ equity as the warrants
met the definition of an equity instrument.
The fair value derivative liability of the warrants was determined using the Black-Scholes option pricing model using the following assumptions.
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8. Amounts Due to Related Party
Amounts due to a related party comprised the following:
As of
March 31,
September 30,
2016
2015
$
205,624 $
397,480
27,762

Amounts due for advances by Mr. Hansen
Amounts due for services rendered

$

205,624

$

425,242

As of March 31, 2016, we owed Mr. Hansen $0.2 million of advances he extended to the Company.
Amounts due for services rendered are comprised of accrued compensation due to the officers of the Company. The amounts due for advances and services
rendered are non-interest bearing and have no terms of repayment.
9. Discontinued Operations
The Company discontinued all auctions activities effective March 28, 2013. As a result, the operating results for the auctions program have been reclassified
to income from discontinued operations in the condensed consolidated statements of operations.
During the six (6) months ended March 31, 2016 and 2015 amounted to $31,908 and $249,000, respectively. All the costs associated with the credits have
been fully expensed as of the effective date of the termination.
Included in liabilities of discontinued operations at March 31, 2015 and September 30, 2015 are unused credits of approximately $0.03 million and $0.3
million, respectively.
10. Income Taxes
We conduct business globally and operate in a number of foreign jurisdictions in addition to the United States. For the six (6) months ended March 31, 2016
and 2015, our reported income tax rate was lower than the US federal statutory rate primarily due to lower income tax rates in the foreign jurisdictions where
we operate, and as a result of net income or losses for the periods, the utilization of net operating loss carry-forwards and the valuation allowance against
deferred tax assets.
11. Common Stock
As of March 31, 2016, a total of approximately 191,129 shares were committed for issuance and reflected as issued on the books of the Company, but stock
certificates were not issued due to certain administrative and documentation requirements. The shares of common stock were in respect of the following: (a)
97,902 shares of stock for services; and (b) 93,227 shares of vested restricted stock awards to management and other personnel. Certificates for these shares
committed for issuance are expected to be issued during fiscal year 2016.
12. Stock-Based Compensation
We use the straight-line attribution method to allocate the fair value of share-based compensation expense over the requisite service period of the related
award. The value of restricted or unrestricted shares is determined using the fair value method, which is based on the number of shares granted and the quoted
price of our common stock on the grant date. The value of options is determined using the Black-Scholes option pricing model with estimates of option lives,
stock price volatility and interest rates, then expensed over the periods of service. Changes in the estimated inputs or using other option valuation methods
could result in materially different option values and share-based compensation expense.
17

Restricted Stock Units
As of March 31, 2016, there were 206,133 unvested restricted stock units outstanding with a weighted-average grant date value of $6.00. The restricted stock
units vest over the next 1.4 years.
Salary Paid in Stock
On March 31, 2016, the Board of Directors approved certain of our executive officers and senior employees to receive restricted stock grants in lieu of cash
salary for employment services rendered to the Company during the three (3) months ended March 31, 2016. The Board took this action as part of the
Company’s efforts to conserve its resources and allow for continued investment in the launch of the new Ominto.com technology platform. The officers and
employee agreed to receive a total of 67,548 shares of common stock in lieu of approximately $227,527 in cash.
Options Activity and Positions
Stock-based compensation expense for the three (3) months ended March 31, 2016 and 2015 was $271,390 and $7,013, respectively, and for the six (6)
months ended March 31, 2016 and 2015 was $690,707 and $37,242, respectively. Unamortized stock option compensation expense at March 31, 2016 was
approximately $0.7 million and is expected to be recognized over a period of 2.1 years.
13. Segment Information
We divide our product and service lines into two segments: (i) E-Commerce and Memberships segment which includes business license fees, membership
subscription fees, commission income, and, advertising and marketing programs; and (ii) Auctions segment (reported as discontinued operations).
Three Months Ended
March 31,
2016
2015
E-Commerce and memberships
Revenues
Costs of revenues
Gross margin from continuing operations

$
$

Discontinued operations
Revenue
Cost of revenues
Income from discontinued operations, net of taxes

$
$

18

3,996,664
3,015,590
981,074

$

28,060
28,060

$

$

$

Six Months Ended
March 31,
2016
2015

3,830,558
2,841,075
989,483

$

-

$

$

$

9,428,893
6,906,852
2,522,041

$

31,908
31,908

$

$

$

8,576,687
5,636,889
2,939,798

248,891
248,891

The total revenues recorded in our four (4) geographic regions are summarized as follows:
Three Months Ended
March 31,
2016
2015
Revenues:
European Union
North America
Australia
Global
Total

$

$

Revenue represented from:
Continuing operations
Discontinued operations
Total

$
$

599,747
2,083,172
122,353
1,219,452
4,024,724

$

3,996,664
28,060
4,024,724

$

$

$

Six Months Ended
March 31,
2016
2015

597,797
2,440,555
172,774
619,432
3,830,558

$

3,830,558
3,830,558

$

$

$

1,409,809
4,896,851
287,611
2,866,530
9,460,801

$

9,428,893
31,908
9,460,801

$

$

$

2,201,320
4,800,584
417,094
1,406,580
8,825,578

8,576,687
248,891
8,825,578

14. Subsequent Events
Sale of Securities
In May 2016, we sold approximately 171,000 shares of restricted common stock at $4.00 per share for total cash consideration of approximately $0.7 million
to a group of investors in a private placement.
Stock Committed for Issuance for Services
In May 2016, the Company committed to issuing 759,132 shares of common stock to 3,135 Business Associates as part of a loyalty program. The shares will
be issued with a restricted legend. After issuance the Company will have approximately 13.1 million shares outstanding. The shares to be issued will
represent approximately 6% percent of the Company’s outstanding shares, post issuance. The Company expects to issue the shares within the next twelve
months. The Company expects to recognize stock-based compensation expense equal to the number of shares issued multiplied by the closing price of the
Company’s common stock on the date of grant.
Other Events
In May 2016, we launched the new Ominto.com and its related DubLi.com technology platform. We are continuing to make enhancements and improve
functionality of the recently launched websites.
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ITEM 2.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Introductory Note
Concerning Forward-Looking Statements

The discussion contained in this Quarterly Report on Form 10-Q (“Report”) under the Securities Exchange Act of 1934 as amended (“Exchange Act”),
contains forward-looking statements that involve risks and uncertainties. Our actual results could differ significantly from those discussed herein. These
include statements about our expectations, beliefs, intentions or strategies for the future, which we indicate by words or phrases such as “anticipate,”
“expect,” “intend,” “plan,” “will,” “believe,” and similar language, including those set forth in the discussions under “Notes to Condensed Consolidated
Financial Statements” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” as well as those discussed
elsewhere in this Report. The forward-looking statements reflect our current view about future events and are subject to risks, uncertainties and
assumptions. We wish to caution readers that certain important factors may have affected and could in the future affect our actual results and could cause
actual results to differ significantly from those expressed in any forward-looking statement.
The following important factors could prevent us from achieving our goals and cause the assumptions underlying the forward-looking statements and the
actual results to differ materially from those expressed in or implied by those forward-looking statements:
●

our inability to sell enough Cash Back products, generate enough customers or enough purchasing activity for our shopping platform;

●

our inability to maintain a growing base of Business Associates;

●

our inability to generate sufficient cash flows from operations or to secure sufficient capital to enable us to maintain our current operations or support
our intended growth;

●

our failure to adapt to technological changes;

●

increased competition;

●

increased operating costs;

●

changes in legislation applicable to our business;

●

our failure to improve our internal controls; and

●

our failure to maintain registration of shares of our common stock under the Exchange Act.

For information concerning these factors and related matters, see Item 2, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” in this Report, and the following sections of our Annual Report on Form 10-K for the fiscal year ended September 30, 2015: Item 1A “Risk
Factors” and Item 7 “Management’s Discussion and Analysis of Financial Condition and Results of Operations”. However, other factors besides those
referenced could adversely affect our results, and you should not consider any such list of factors to be a complete set of all potential risks or uncertainties.
Any forward-looking statements made by us herein speak as of the date of this Report. We do not undertake to update any forward-looking statement, except
as required by law. Given these risks and uncertainties, readers are cautioned not to place undue reliance on such forward-looking statements.
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Introduction
The following discussion and analysis summarizes the significant factors affecting: (i) our condensed consolidated results of operations for the three (3) and
six (6) months ended March 31, 2016 compared to the three (3) and six (6) months ended March 31, 2015; and (ii) financial liquidity and capital
resources. This discussion and analysis should be read in conjunction with our condensed consolidated financial statements and notes included in this
Report.
Overview
We are a global e-commerce company that owns and operates global online shopping and loyalty websites serving several international markets, along with a
network marketing subsidiary named DubLi Network. Through our unique e-commerce platform, shoppers can browse through a variety of products and
receive cash back on their purchases through our cash back and membership platform (“Cash Back”). We offer free and paid memberships that allow shoppers
to earn varying amounts of Cash Back from the purchases that they make online through our shopping sites. The paid memberships allow our members to
earn a higher percentage of Cash Back on their purchases, as well as other benefits. We receive a commission each time shoppers make purchases through our
shopping platform with our affiliated merchants. We pass a portion of those commissions to our shoppers in the form of Cash Back. Our worldwide online
transactions are conducted through the DubLi.com shopping platform. We have a large international network of independent Business Associates (“BAs”)
that sell and use various e-commerce Cash Back products. We have relationships with thousands of online stores and travel companies from around the world.
We build our merchant network by contracting with third parties, called Affiliate Networks, who have relationships with thousands of global, online
merchants and travel booking sites. In May 2016, we launched our new Ominto.com website which has been enhanced to recognize each customer's preferred
shopping locations and deliver a tailored shopping experience including preferred stores, language, currency, deals, and customized marketing messages.
The Ominto platform powers our existing DubLi.com website, which currently serves customers in over 100 countries.
During the three (3) and six (6) months ended March 31, 2016 and 2015, our revenues from continuing operations were generated primarily from (a) business
license fees paid by BAs and partner program participants; (b) membership subscription fees; (c) commission income from participating online shops and
stores affiliated with our online shopping portal arising from the purchase transactions our shoppers generated; and (d) advertising and marketing programs.
Our revenues from discontinued operations during the three (3) and six (6) months ended March 31, 2016 and 2015 were recognized from credits breakage
associated with inactive BAs.
The components of revenues for the three (3) and six (6) months ended March 31, 2016 are summarized as follows:
March 31, 2016
Three months
Six months
ended
ended
E-Commerce and Memberships
Business license fees
Membership subscription fees and commission income
Advertising and marketing programs
Other

$

Discontinued operations
Total revenue

$

613,424
3,256,975
13,792
112,473
3,996,664
28,060
4,024,724

$

$

1,403,755
7,721,950
20,269
282,919
9,428,893
31,908
9,460,801

Business license fees are paid by our BAs and our Partner Program participants. The fees from BAs enable them to sell our products. Fees paid by our partners
allow them to receive either a white label solution or a referral program that their customers or donors can use to make Cash Back purchases through our
online shopping platform. Our partners earn commissions derived from membership subscription fees from the shoppers they refer as well as a portion of the
commission income received from our affiliates. Generally, our for-profit Partner Program participants pay a monthly maintenance fee to remain as an active
member.
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We offer a free membership and two different paid memberships (Premium and VIP), to shoppers that enable them to earn Cash Back from all the purchases
that they make through our online shopping portal. The Premium and VIP memberships allow our customers to earn a higher percentage of Cash Back on
their purchases. We charge a monthly subscription fee for Premium memberships and an annual subscription fee for VIP membership. Our BAs are required to
purchase membership subscription products in the form of membership packages for DubLi.com’s customers and qualifying vouchers or membership
packages for other BAs.
Commission income is the amounts we receive from affiliates for purchases made on our shopping platform. We share this commission income with our
customers in the form of Cash Back.
Our network marketing organization of BAs is represented in approximately 100 countries throughout the world. Our BAs market a variety of Cash Back
products to their customers, many of whom become BAs themselves. BAs earn commissions both on paid membership subscriptions that they sell directly, as
well as on “downline” sales of products made by BAs that they bring into the marketing network. BAs also earn commissions on purchases made on our
shopping portal by shoppers they have referred, or that have been referred by their downline BAs.
Trends in Our Business
We continue to focus our resources on potentially more profitable programs related to our e-commerce shopping platform. We believe that shopping
transactions continue to shift from traditional to online retailers as the digital economy evolves. This shift has enabled us to provide a continued growth in
revenue. However, our revenue growth rate to date may not be sustainable due to factors, including increasing competition, and increasing maturity of the
online shopping platform market. We plan to continue to invest in our shopping platform and increase our customer base through partner programs and
growing our global network of BAs, but cannot provide any assurance that such investments will result in increased revenues or net income.
In order to increase the sale of our Cash Back products, we are working to add dedicated private-label Cash Back shopping portals through partners, which we
believe will increase the number of shoppers purchasing products and services through our shopping platform.
Traditional retail seasonality has affected our results of operations, and is likely to continue to do so. Online shopping generally slows during the summer
months, and shopping (whether traditional or e-commerce) typically increases significantly during the holiday season in the fourth quarter of each calendar
year. These seasonal trends have caused, and will likely continue to cause, fluctuations in our quarterly results.
Increasing our revenues involves investment in our information technology infrastructure and human resources. We expect our Partner Program and
expansion into new markets and countries to be an important component in our business strategy. We expect that the gross cost of revenues will increase and
may also increase as a percentage of revenues in future periods, primarily due to forecasted increases in costs, including customer acquisition costs, data
center costs, credit card and other transaction fees, and content acquisition costs.
As we expand our shopping programs and other products into additional international markets, we continue to increase our exposure to fluctuations in
foreign currency to US dollar exchange rates.
Results of Operations
THREE (3) MONTHS ENDED MARCH 31, 2016 COMPARED TO THREE (3) MONTHS ENDED MARCH 31, 2015
Consolidated Results
Net loss for the three (3) months ended March 31, 2016 and 2015 were approximately $3.0 million and $2.0 million, respectively. The increase in the net loss
was due to higher selling, general and administrative expenses of approximately $1.0 million. Loss from operations increased $1.1 million. Further
discussions on the results from continuing operations and discontinued operations are provided in the following paragraphs.
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Continuing Operations
Revenues were approximately $4.0 million and $3.8 million for the three (3) months ended March 31, 2016 and 2015, respectively. The increase was
primarily due to an increase in: (i) membership subscription fees from increased sales of membership packages; and (ii) commission income received from
online shops and stores as a result of higher purchase transactions by our customers shopping through our shopping portal.
Gross margin was approximately $1.0 million for both the three (3) months ended March 31, 2016 and 2015.
Selling, general and administrative (“SGA”) expenses were approximately $4.0 million and $3.0 million for the three (3) months ended March 31, 2016 and
2015, respectively. The increase was primarily due to an increase of $1.7 million in payroll costs mostly attributed to higher payroll and severance costs,
primarily for executive level employees, and increased banking and processing fees due to more transactions processed during the quarter, offset by lower
depreciation. Details of our SGA expenses are summarized as follows:
For the three months ended March 31,
2016
2015
Change

(All amounts in $ thousands)
Advertising and marketing costs
Depreciation
Outside service fees
Payroll costs
Rent and office expenses
Banking and processing fees
Foreign exchange
Travel expenses and others
Total

$

$

26
15
1,486
1,943
162
235
(19)
168
4,016

$

$

57 $
862
1,394
206
250
(7)
211
2,973 $

(31)
(847)
92
1,737
(88)
242
(230)
168
1,043

Discontinued Operations
Income from discontinued operations was approximately $0.03 million for three (3) months ended March 31, 2016, compared to nil for the three (3) months
ended March 31, 2015. The increase was due to more inactive BAs that met the criteria of recognition of revenue for breakage.
Foreign Currency Translation Adjustment
Our net revenues and related expenses generated from international locations are denominated in the functional currencies of the local countries, primarily in
Euros. The results of operations and certain of our intercompany balances associated with our international locations are exposed to foreign exchange rate
fluctuations. The consolidated statements of operations of our international subsidiaries are translated into US dollars at the average exchange rates in each
applicable period. To the extent the US dollar weakens against foreign currencies, this translation methodology results in these foreign currency transactions
increasing the revenues, operating expenses and net income or decreasing loss. Similarly, our consolidated revenues, operating expenses and net income or
loss will decrease when the US dollar strengthens against foreign currencies.
During the three (3) months ended March 31, 2016 we recognized a loss on translation of approximately $0.3 million as compared to a gain of $1.2 million
for the three (3) months ended March 31, 2015.
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SIX (6) MONTHS ENDED MARCH 31, 2016 COMPARED TO SIX (6) MONTHS ENDED MARCH 31, 2015
Consolidated Results
Net loss for the six (6) months ended March 31, 2016 was approximately $5.0 million and net loss for the six (6) months ended March 31, 2015 was
approximately $3.1 million. The increase in net loss was primarily due to higher selling, general, and administrative expenses of approximately $1.5 million
and a decrease in gross income of approximately $0.4 million. Further discussions on the results from continuing operations and discontinued operations are
provided in the following paragraphs.
Continuing Operations
Revenues were approximately $9.4 million and $8.6 million for the six (6) months ended March 31, 2016 and 2015, respectively. The increase was primarily
due to an increase in: (i) business license fees from Business Associates and partner program participants as a results of more sign-ups under the program; (ii)
membership subscription fees from increased sales of membership packages partly from a promotional campaign undertaken during October 2014; (iii)
commission income received from online shops and stores as a result of higher purchase transactions by our customers shopping through our Shopping
Malls; and (iv) revenues recognized from breakage associated with inactive Business Associates under the advertising and marketing programs.
Gross margin was approximately $2.5 million and $2.9 million for the six (6) months ended March 31, 2016 and 2015, respectively. The decrease was
primarily due to an increase in cash back paid as a percentage of total revenue during the six (6) months ended March 31, 2016. During the six (6) months
ended March 31, 2016 and 2015, gross income as a percentage of revenues (after adjusting for certain components of non-commission revenues of
approximately nil and $ 574,000, respectively) were approximately 27% and 38%, respectively. The decrease was primarily due to a promotional campaign
the Company undertook which resulted in an additional bonus commission payout to Business Associates during the six (6) months ended March 31, 2015.
No comparable promotion was undertaken during the six (6) months ended March 31, 2016.
SGA expenses were approximately $7.8 million and $6.3 million for the six (6) months ended March 31, 2016 and 2015, respectively. The increase was
primarily due to approximately: (i) $2.5 million in payroll and severance costs, primarily for executive level employees; offset by (ii) $0.3 million reduction
in outside service fees; and (ii) $0.5 million reduction in banking and processing fees as a result of few transactions processed for the first half of fiscal year
2016 compared to the same period a year ago. Beginning in January 2016, we have implemented a series of changes to streamline our organization and
reduce monthly operating expenses. Our efforts focused on reducing staffing costs, transferring certain functions to lower cost locations, consolidating our
operations to fewer locations, and reducing our efforts on activities not related to our core operations. Details of our SGA expenses are summarized as
follows:
For the six months ended March 31,
2016
2015
Change

(All amounts in $ thousands)
Advertising and marketing costs
Depreciation
Outside service fees
Payroll costs
Rent and office expenses
Banking and processing fees
Foreign exchange
Travel expenses and others
Total

$

$

46
35
1,563
5,056
306
438
16
356
7,816

$

$

17
105
1,902
2,527
283
957
13
472
6,276

$

29
(70)
(339)
2,529
23
(519)
3
(116 )

$

1,540

Discontinued Operations
Income from discontinued operations was approximately $32,000 and $249,000 for the six (6) months ended March 31, 2016 and 2015, respectively. The
decrease was primarily due to lower revenues recognized for Credits breakage associated with inactive Business Associates.
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Foreign Currency Translation Adjustment
Our net revenues and related expenses generated from international locations are denominated in the functional currencies of the local countries, primarily in
Euros. The results of operations and certain of our intercompany balances associated with our international locations are exposed to foreign exchange rate
fluctuations. The consolidated statements of operations of our international subsidiaries are translated into US dollars at the average exchange rates in each
applicable period. The US dollar average rate strengthened against the Euro during the six (6) months ended March 31, 2016 as compared to the six (6)
months ended March 31, 2015 which resulted in these exchange rate fluctuations decreasing the consolidated net revenues, operating expenses, loss from
continuing operations and income from discontinued operations, net of income taxes. At the beginning of fiscal year 2016, the Company had a deficit in net
equity of approximately $3.2 million recorded in our foreign subsidiaries which used the Euro as its functional currency. As a result of the average translation
rate of the Euro to US dollars the beginning of fiscal year 2016 being stronger than the closing rate as of March 31, 2016 used for translation of the assets and
liabilities, the foreign currency translation adjustment for the six (6) months ended March 31, 2016 represented a loss of approximately $0.2 million.
Liquidity and Capital Resources
Liquidity
We have incurred substantial losses through March 31, 2016. We experienced negative net cash flows from our operating activities of approximately $4.2
million and $5.2 million for the three (3) months ended March 31, 2016 and the fiscal year ended September 30, 2015, respectively. We will require
additional financing to meet our working capital and capital expenditures requirements. We can provide no assurance that such additional financing will be
available in an amount or on terms acceptable to us. If we are unable to obtain additional funds when they are needed or if such funds cannot be obtained on
terms acceptable to us, we will be unable to execute upon our business plan and fund operations, which could have a material, adverse effect on our business,
financial condition and results of operations. Our financial statements for the year ended September 30, 2015 were prepared assuming that we will continue as
a going concern.
We have incurred losses since our inception. We do not have sufficient cash to fund normal operations and meet debt obligations for the next twelve (12)
months without deferring payment on certain current liabilities and raising additional funds. For the fiscal year ended September 30, 2015 we incurred a loss
from continuing operations of $12.2 million and had negative cash flows from continuing operations of $5.2 million. We had an accumulated deficit for the
period from our inception through March 31, 2016 of approximately $54.3 million. As a result, we had a working capital deficit of approximately $9.8
million as of March 31, 2016. These factors raise substantial doubt about our ability to continue as a going concern. Our financial statements do not include
any adjustments that might result from the outcome of this uncertainty.
The Company’s ability to continue as a going concern is dependent on our ability to raise capital to fund our future operations and working capital
requirements and our ability to profitably execute our business plan. Our plans for the long-term return to and continuation as a going concern include
financing our future operations through sales of our common stock and/or debt and the eventual profitable operation of our business. We expect that we will
need approximately $6 million to fund operations during the next twelve (12) months. The consolidated financial statements do not include any adjustments
that might be necessary should the Company be unable to continue as a going concern. If the going concern basis were not appropriate for these financial
statements, adjustments would be necessary in the carrying value of assets and liabilities, the reported expenses and the balance sheet classifications used.
We continue to update our product offerings, which places additional demands on future cash flows and may decrease liquidity. Our future liquidity and
capital requirements will depend on numerous factors including market acceptance of our future products, revenues generated from our operations, the impact
of competitive product offerings, and whether we are successful in acquiring additional customers on a large scale basis through partners. We also intend to
increase our efforts to attract BAs which we expect will improve sales of our e-commerce products. These efforts will place additional demands on our cash
flows and liquidity. We cannot offer any assurance that we will be successful in generating revenues from operations, adequately dealing with competitive
pressures, acquiring complementary products, technologies, or businesses, or increase our marketing efforts.
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Because of constraints on our sources of capital and our liquidity needs, we have continued to borrow from Michael Hansen, the Company’s founder, a
director, and the Company’s current Executive Vice President, Development, to fund our operations. As of March 31, 2016, we owed Mr. Hansen a total of
approximately $0.2 million in advances to us.
On January 15, 2016, we sold 26,533 shares of common stock at $8.00 per share for total cash consideration of $0.2 million to a private investor.
On February 19, 2016 and February 22, 2016, we sold a total of 43,335 shares of common stock at a weighted average sale price of $3.46 per share for total
cash consideration of $0.15 million to three of our Independent Directors.
Beginning in January 2016, we implemented a series of changes to streamline our organization and reduce monthly operating expenses. Our efforts focused
on reducing staffing costs, transferring certain functions to lower cost locations, consolidating our operations to fewer locations, and reducing our efforts on
activities not related to our core operations. These changes were designed to conserve our resources and allow for continued investment in the completion
and launch of our new Ominto.com and its related DubLi.com technology platform. The new platform launched in May 2016. As of the date of this filing it is
still too early to tell if the platform will lead to the revenue growth the Company anticipates.
Cash in Foreign Subsidiaries
We have significant operations outside the United States. As a result, cash generated by and used in our foreign operations is used only in amounts sufficient
to pay general and administrative expenses in the US, or to fund certain US operational costs. As of March 31, 2016, we held approximately $0.9 million of
unrestricted and approximately $2.0 million of restricted cash in foreign subsidiaries.
Should foreign cash be repatriated, we will be subject to US tax at the applicable US federal statutory rate on the amount treated as a dividend for US income
tax purposes. Dividend treatment will largely be the result of the collective financial position of the foreign subsidiaries at the time of repatriation. Any US
income tax attributable to repatriated earnings may be offset by foreign income taxes paid on such earnings. Due to the significance of our foreign operations,
we do not presently foresee a need to repatriate foreign cash in excess of our US funding needs.
Subsequent Events
Sale of Securities
In May 2016, we sold approximately 171,000 shares of restricted common stock at $4.00 per share for total cash consideration of $0.7 million to a group of
investors in a private placement.
Stock Committed for Issuance for Services
In May 2016, the Company committed to issuing 759,132 shares of common stock to 3,135 Business Associates as part of a loyalty program. The shares will
be issued with a restricted legend. After issuance the Company will have approximately 13.1 million shares outstanding. The shares to be issued will
represent approximately 6% percent of the Company’s outstanding shares, post issuance. We expect to issue the shares within the next twelve months. We
expect to recognize stock-based compensation expense equal to the number of shares issued multiplied by the closing price of the Company’s common stock
on the date of grant.
Other Events
In May 2016, we launched the new Ominto.com and its related DubLi.com technology platform. We are continuing to make enhancements and improve
functionality of the recently launched websites.
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Off-Balance Sheet Arrangements
At March 31, 2016 and 2015, we had no off-balance sheet arrangements as defined in Item 303(a)(4)(ii) of Regulation S-K.
ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information to be reported under this item is not required of smaller reporting companies.
ITEM 4.

CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures
Under the supervision and with the participation of our management, including our principal executive officer and our principal financial officer, we carried
out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and
15d-15 (e) under the Exchange Act) as of the end of the period covered by this Report. Based on the foregoing, our principal executive officer and principal
financial officer concluded that our disclosure controls and procedures were not effective to ensure that information required to be disclosed by us in reports
that we file or submit under the Exchange Act, (i) is recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission rules and forms, and (ii) accumulated and communicated to management, including the principal executive officer and principal
financial officer, as appropriate, to allow timely decisions regarding required disclosure.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting that occurred during the six (6) months ended March 31, 2016 that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting. However, as previously reported in our annual report Form
10-K for the year ended September 30, 2015, filed on January 13, 2016, as amended, as a result of our principal executive officer’s and principal financial
officer’s assessment of the effectiveness of our internal control over financial reporting as of September 30, 2015, we identified material weaknesses in
internal control over financial reporting as of September 30, 2015. A material weakness is a deficiency, or a combination of deficiencies, in internal control
over financial reporting such that there is a reasonable possibility that a material misstatement of the annual or interim financial statements will not be
prevented or detected on a timely basis. These material weaknesses had not been remediated as of March 31, 2016.
Remediation Plans
To address the identified material weakness discussed in our annual reports on Form 10-K for the fiscal years ended September 30, 2014 and reiterated in our
September 30, 2015 Form 10-K, we have commenced a reorganization of our finance, accounting and other support staff to improve work flow and enhance
internal controls.
In addition, we have improved or are in the process of improving our internal controls as follows:
Control Environment
(a)

We have implemented a whistle-blower program and are in the process of implementing other programs to identify and manage fraud risks;

(b)

Formalized job descriptions have been developed for all finance and accounting personnel that specifically: (i) identify required financial reporting
roles, responsibilities, and necessary competencies; and (ii) clarify responsibilities for maintaining our internal controls over financial information;
and

(c)

We have increased the utilization of the features and controls provided in our Enterprise Resource Planning (“ERP”) system and reduce the use of
spreadsheets.
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Monitoring of internal control over financial reporting, and period end financial closing
(a)

We continue to review and update our policies and procedures with respect to the review, supervision and monitoring of our accounting operations;

(b)

We are developing forecasts and plans by which our management can measure achievement against formalized benchmarks.

If the remedial measures described above are insufficient to address any of the identified material weaknesses or are not implemented effectively, or
additional deficiencies arise in the future, material misstatements in our interim or annual consolidated financial statements may occur in the future and we
may be delinquent in our filings. We are currently working to improve and simplify our internal processes and implement enhanced controls, as discussed
above, to address the material weaknesses in our internal control over financial reporting and to remedy the ineffectiveness of our disclosure controls and
procedures. Key factors in the success of our remediation efforts are our ability to recruit and retain qualified individuals, and to make the investments
required to enhance our financial reporting systems. Therefore, the success of our remediation efforts will also be dependent in part upon our ability to obtain
sufficient funding. Among other things, any un-remediated material weaknesses could result in material post-closing adjustments in future financial
statements.
PART II: OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

There were no material legal proceedings during the three (3) months ended March 31, 2016.
ITEM 1A.

RISK FACTORS

There has been no material change to the risk factors relating to our business as disclosed in our annual report on Form 10-K for the fiscal year ended
September 30, 2015 filed on January 13, 2016, as amended.
ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.
ITEM 3.

DEFAULTS UPON SENIOR SECURITIES

None
ITEM 4.

MINE SAFETY DISCLOSURES

Not Applicable.
ITEM 5.

OTHER INFORMATION

None
ITEM 6.

EXHIBITS

No.

Description

31.1

Certification pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes–Oxley
Act of 2002.

32.1

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
there unto duly authorized.
Ominto, Inc.
Date: May 23, 2016

By:
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/s/ Mitch Hill
Mitch Hill
Interim Chief Executive Officer
(Principal Executive Officer and
Principal Financial Officer)

Exhibit 31.1
CERTIFICATION PURSUANT TO
RULE 13a-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Mitch Hill, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Ominto, Inc. (the “registrant”);

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 consolidated 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.

I am 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:

5.

(a)

designed such disclosure controls and procedures, or have 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 controls 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 consolidated 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 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 that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

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

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

(b)

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

DATE: May 23, 2016
By:
/s/ Mitch Hill
Name: Mitch Hill
Titles: Interim Chief Executive Officer
(Principal Executive Officer and
Principal Financial Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C.
SECTION 1350 AS ADOPTED PURSUANT TO SECTION 906 OF
THE SARBANES-OXLEY ACT OF 2002
In connection with the quarterly report of Ominto, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2016 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Mitch Hill, acting in the capacities of the Interim Chief Executive Officer of the Company and
Principal Executive Officer and Principal Financial Officer, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002, that to the best of my knowledge:
(1)

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

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

DATE: May 23, 2016
By:
/s/ Mitch Hill
Name: Mitch Hill
Titles: Interim Chief Executive Officer
(Principal Executive Officer and
Principal Financial Officer)
The foregoing certification is being furnished solely to accompany the Report pursuant to 18 U.S.C. § 1350, and is not being filed for purposes of Section 18
of the Securities Exchange Act of 1934, as amended, and is not to be incorporated by reference into any filing of the Company, whether made before or after
the date hereof, regardless of any general incorporation language in such filing. A signed original of this written statement required by Section 906, or other
document authenticating, acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this written
statement required by Section 906, has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.

