Edgar Filing: Soul & Vibe Interactive Inc. - Form 10-Q

Soul & Vibe Interactive Inc.
Form 10-Q
August 14, 2014

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

XQUARTERLY REPORT UNDER TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2014

OR

.. TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission File Number 000-55091

SOUL AND VIBE INTERACTIVE INC.

(Exact name of registrant as specified in its charter)

Nevada

(State of incorporation)

1600 South Hwy 100, Suite 500
St. Louis Park, MN 55416

(Address of principal executive offices)



Edgar Filing: Soul & Vibe Interactive Inc. - Form 10-Q
(763) 400-8040

(Registrant’s telephone number)

Indicate by check mark whether the issuer (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the last 90 days. YES x NO ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (SS
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). YES x NO ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” “non-accelerated filer,”
and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

9

Large Accelerated Filer ~ Accelerated Filer
Non-accelerated Filer ~ Smaller Reporting Company x
(Do not check if smaller

reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

YES "NO x

APPLICABLE ONLY TO CORPORATE ISSUERS:

As of August 11, 2014, there were 26,138,199 shares of the registrant’s $0.001 par value common stock issued and
outstanding.



Edgar Filing: Soul & Vibe Interactive Inc. - Form 10-Q

TABLE OF CONTENTS
Page
PARTI
Item 1. Consolidated Financial Statements F-1
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 11
Item 3. Quantitative and Qualitative Disclosures About Market Risk 13
Item 4. Controls and Procedures 13
PARTII
Item 1. Legal Proceedings 14
Item 1A. Risk Factors 14
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 14
Item 3. Defaults Upon Senior Securities 14
Item 4. Mine Safety Disclosures 14
Item 5. Other Information 14
Item 6. Exhibits 14

Signatures 15

ii



Edgar Filing: Soul & Vibe Interactive Inc. - Form 10-Q

Special Note Regarding Forward-Looking Statements

Information included in this Form 10-Q contains forward-looking statements that may involve known and unknown
risks, uncertainties and other factors which may cause the actual results, performance or achievements of Soul and
Vibe Interactive Inc. (at times referred to as “SVI”) and its wholly owned subsidiary (at times referred to as “Soul” and
collectively with SVI, the “Company”), to be materially different from future results, performance or achievements
expressed or implied by any forward-looking statements. Forward-looking statements, which involve assumptions and
describe future plans, strategies and expectations of the Company, are generally identifiable by use of the words “may,”
“will,” “should,” “expect,” “anticipate,” “estimate,” “believe,” “intend,” or “project” or the negative of these words or other va
on these words or comparable terminology. These forward-looking statements are based on assumptions that may be
incorrect, and there can be no assurance that these projections included in these forward-looking statements will come
to pass. Actual results of the Company could differ materially from those expressed or implied by the forward-looking
statements as a result of various factors. Except as required by applicable laws, the Company has no obligation to
update publicly any forward-looking statements for any reason, even if new information becomes available or other
events occur in the future.

9 ¢
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS.
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SOUL AND VIBE INTERACTIVE INC. AND SUBSIDIARY

Condensed Consolidated Balance Sheets

June 30, 2014
(Unaudited) December 31, 2013
ASSETS

Current Assets

Cash $39,638 $ 114,429
Accounts Receivable 10,153 -

Debt Issue Cost - 7,289
Prepaid Expenses 77,900 -

Total Current Assets 127,691 121,718
Fixed Assets

Furniture and Equipment 6,807 2,748
Accumulated Depreciation (724 ) (191
Total Fixed Assets 6,083 2,557
Other Assets

Development Costs, net of accumulated amortization of $20,417 and $0 as

of June 30, 2014 and December 31, 2013, respectively 315,348 169,000
Total Assets $449,122 $ 293,275

LIABILITIES AND SHAREHOLDER'S EQUITY (DEFICIT)

Current Liabilities

Accounts payable $313,415 $ 184,343
Accrued exprenses 9,925 5,905
Note payable, related party 2,500 36,100
Convertible note payable, related party, net of discount of $440 and

$5,397 as of June 30, 2014 and December 31, 2013, respectively 9,560 4,603
Convertible notes payable, net of discount of $13,418 and $74,136 as of

June 30, 2014 and December 31, 2013, respectively 109,360 48,642
Convertible debentures, net of discount of $12,153 and $289,474 as of

June 30, 2014 and December 31, 2013, respectively 55,558 78,948
Derivative liability 159,922 1,575,807
Total Current Liabilities 660,240 1,934,348

Shareholder's Equity (Deficit)
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Preferred Stock, $0.001 par value, 10,000,000 authorized,
130,000 issued and outstanding as of June 30, 2014 and December 31, 130 130
2013, respectively

Common Stock, $0.001 par value, 300,000,000 authorized, 23,982,245 and

15,918,840 issued and outstanding as of June 30, 2014 and December 23,982 15,919

31, 2013, respectively
Additional Paid-in Capital 2,556,171 668,268
Accumulated Deficit (2,791,401 ) (2,325,390
Total Shareholder's Equity (Deficit) (211,118 ) (1,641,073
Total Liabilities & Shareholder's Equity (Deficit) $449,122 $ 293,275

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SOUL AND VIBE INTERACTIVE INC. AND SUBSIDIARY

Unaudited Condensed Consolidated Statements of Operations

For the Three Months For the Six Months Ended
Ended
June 30, June 30,
2014 2013 2014 2013
Revenues $40,871 $- $42,397 $-
Cost of Sales (24,653 ) - (33,058 ) -
Gross Profit 16,218 - 9,339 -
Operating Expenses
General & Administrative 194,206 32,522 337,364 105,225
Professional Fees 420,000 126,230 774,176 304,683
Total Operating Expenses 614,206 158,752 1,111,540 409,908
Operating Loss (597,988 ) (158,752 ) (1,102,201) (409,908 )
Other Income (Expense)
Gain (Loss) on Derivative (251472 ) - 971,126 -
Loss on Extinguishment of Debt (71,806 ) - (71,806 ) -
Interest Expense (96,104 ) (511 ) (263,130 ) (1,587 )
Total Other Income (Expense) (419,382 ) (511 ) 636,190 (1,587 )
Loss before Income Taxes (1,017,370 ) (159,263 ) (466,011 ) (411,495 )
Income Taxes - - - -
Net Loss $(1,017,370) $(159,263 ) $(466,011 ) $(411,495 )
Basic and Diluted Loss per Share $(0.05 ) $(0.00 ) $(0.02 ) $(0.01 )

Weighted Average Shares Outstanding 21,104,874 34,048,425 19,404,880 36,610,146

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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SOUL AND VIBE INTERACTIVE INC. AND SUBSIDIARY

Unaudited Condensed Consolidated Statements of Cash Flows

Cash Flows from Operating Activities
Net Loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation

Amortization

Wages and interest contributed to capital
Common stock and warrants issued for services
Gain on derivative

Loss on extinguishment of debt

Changes in Operating Assets and Liabilites:
Increase in accounts receivable

Decrease in prepaid expenses

Increase in accounts payable

Increase in accrued interest

Net cash used in operating activities

Cash Flows from Investing Activities
Cash acquired in business combination
Purchased of fixed assets

Cash paid for development costs

Net cash provided by (used in) investing activities
Cash Flows from financing activities

Proceeds from note payable, related party
Repayment of related party notes payable

Proceeds from sale of common stock and warrants, net of offering costs

Net cash provided by financing activities
Net increase (decrease) in cash

Cash Balance at Beg of Period
Cash Balance at End of Period

For the Six Months

Ended

June 30,

2014 2013

$(466,011) $(411,495)
533 -
270,193 -
46,793 39,444
478,246 143,442
(971,126) -
71,807 -
(10,153 ) -
155,800 -
131,572 130,127
2,359 -
(289,987) (98,482 )
- 2,149
4,059 ) -
(122,500) -
(126,559) 2,149
- 6,600
(33,600 ) -
375,355 100,000
341,755 106,600
(74,791 ) 10,267
114,429 125

$39,638 $10,392

10
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Supplemental Disclosure of Cash Flow Information
Cash paid for interest $- $-
Cash paid for income taxes $- $-

Supplemental Disclosure of NonCash Transactions

Capital stock issued for software development costs $36,765  $-
Software development costs financed by accounts payable $7,500 $-
Accrued interest converted to capital stock $8,339 $-
Debenture principal converted to capital stock $300,711  $-
Capital stock issued for prepaid expenses $233,700 $-

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

F-4
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Soul and Vibe Interactive Inc.

Notes to the Unaudited Condensed Consolidated Financial Statements

Note 1 - Nature of Operations and Continuance of Business

The unaudited interim consolidated financial statements included herein have been prepared by Soul and Vibe
Interactive Inc. (“SVI”) and its wholly owned subsidiary Soul and Vibe Entertainment, Inc., a Nevada corporation
(“Soul,” and collectively with SVI, the “Company”) in accordance with accounting principles generally accepted in the
United States of America and the rules of the Securities and Exchange Commission (the “SEC”). These interim
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and
notes thereto included in our Form 10-K for the year ended December 31, 2013, as filed with the SEC. We believe
that all adjustments, consisting of normal recurring adjustments, necessary for a fair presentation of financial position
and the results of operations for the interim periods presented have been reflected herein and that the disclosures made
are adequate to make the information not misleading. The results of operations for interim periods are not necessarily
indicative of the results to be expected for the full year. Notes to the consolidated financial statements which would
substantially duplicate the disclosure contained in the audited consolidated financial statements for the most recent
fiscal year as reported in Form 10-K have been omitted.

Note 2 - Summary of Significant Accounting Policies

Derivative Instruments

The Company accounts for derivative instruments in accordance with ASC Topic 815, Derivatives and Hedging, all
derivative instruments are reflected as either assets or liabilities at fair value in the balance sheet. The Company uses
estimates of fair value to value its derivative instruments. Fair value is defined as the price to sell an asset or transfer a
liability in an orderly transaction between willing and able market participants. In general, the Company’s policy in
estimating fair values is to first look at observable market prices for identical assets and liabilities in active markets,
where available. When these are not available, other inputs are used to model fair value such as prices of similar
instruments, yield curves, volatilities, prepayment speeds, default rates and credit spreads (including for the
Company’s liabilities), relying first on observable data from active markets. Additional adjustments may be made for
factors including liquidity, credit, bid/offer spreads, etc., depending on current market conditions. Transaction costs
are not included in the determination of fair value. When possible, the Company seeks to validate the model’s output to
market transactions. Depending on the availability of observable inputs and prices, different valuation models could
produce materially different fair value estimates. The values presented may not represent future fair values and may
not be realizable. The Company categorizes its fair value estimates in accordance with ASC 820 based on the
hierarchical framework associated with the three levels of price transparency utilized in measuring financial
instruments at fair value as discussed above.

12
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Revenue Recognition

The Company primarily digitally distributes its products through (an) online portal service(s). The Company
recognizes revenue at the “on demand” point of sale by the customer and recognizes a receivable. (For the purposes of
digital distribution, customer is equivalent to end consumer.) The portal service(s) track product sales on a quarterly
basis. Forty-five (45) days following the end of a quarter, the portal services remit payment to the Company.
Ownership of product is transferred to the customer with a no refund, no return policy, as set by the online portal
service(s). For retail distributed products (pick-ups and select licensed-brand games), the Company recognizes
revenue through traditional retail "sell-in" and "sell-through." Receivables are logged based on "sell-through" reports
from retailers and distributors. Based on the distributor, product sales are tracked on a monthly basis. On average,
between thirty (30) to forty-five (45) days following the end of a month, the distributor remits payment to the
Company. Ownership of product is transferred to the customer (end user) with a no refund, no return policy, as set by
individual retailers.

Basic and Diluted I.oss Per Share

The basic net loss per common share is computed by dividing the net loss by the weighted average number of

common shares outstanding. Diluted net loss per common share is computed by dividing the net loss adjusted on an “as
if converted” basis, by the weighted average number of common shares outstanding plus potential dilutive securities.
The Company’s diluted loss per share is the same as the basic loss per share for the six and three months ended June
30, 2014 as the inclusion of any potential shares would have had an anti-dilutive effect due to the Company generating
a loss.

F-5
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Soul and Vibe Interactive Inc.

Notes to the Unaudited Condensed Consolidated Financial Statements

Development Costs

The Company capitalizes all game software development costs once upon reaching the application development stage,
management has authorized and committed funding to the project and it is probable that the project will be completed.
Costs that are capitalized are primarily fees paid to consultants in the form of cash and common stock of the
Company. Capitalization ceases no later than the point at which the project is substantially complete and ready for its
intended use, generally after all substantial testing is completed.

Capitalized software development costs are amortized over the estimated useful life of 5 years, using the greater of the
straight-line method or the ratio of current revenues to total projected future revenues. Amortization expense related to
capitalized software development costs for the three and six month periods ending June 30, 2014 was $12,417 and
$20,417, respectively, and $0 for the three and six month periods ending June 30, 2013.

Fair Value of Financial Instruments

ASC 820, Fair Value Measurements,(ASC 820) and ASC 825, Financial Instruments (ASC 825), requires an entity to
maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. It
establishes a fair value hierarchy based on the level of independent, objective evidence surrounding the inputs used to
measure fair value. A financial instrument’s categorization within the fair value hierarchy is based upon the lowest
level of input that is significant to the fair value measurement. It prioritizes the inputs into three levels that may be
used to measure fair value:

Level 1 - Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets
or liabilities.

Level 2 - Level 2 applies to assets or liabilities for which there are inputs other than quoted prices that are observable
for the asset or liability such as quoted prices for similar assets or liabilities in active markets; quoted prices for
identical assets or liabilities in markets with insufficient volume or infrequent transactions (less active markets); or
model-derived valuations in which significant inputs are observable or can be derived principally from, or
corroborated by, observable market data.

14
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Level 3 - Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology
that are significant to the measurement of the fair value of the assets or liabilities.

The Company’s financial instruments consist principally of cash, accounts payable, notes, convertible notes, accrued
liabilities and derivative liabilities. The recorded values of financial instruments other than the derivative liability
approximate their current fair values because of their nature and respective maturity dates or durations. The derivative
liability is measured at fair value.

Note 3 - Going Concern

The accompanying consolidated financial statements have been prepared in conformity with generally accepted
accounting principles in the United States of America, which contemplate continuation of the Company as a going
concern. This basis of accounting contemplates the recovery of the Company's assets and the satisfaction of its
liabilities in the normal course of business. Through June 30, 2014, the Company had incurred cumulative losses of
$2,791,401 since inception. Additionally, the Company has accumulated significant losses, has negative working
capital, and a deficit in stockholders' equity. All of these items raise substantial doubt about its ability to continue as a
going concern. In view of these matters, recoverability of a major portion of the recorded asset amounts shown in the
accompanying balance sheet is dependent upon continued operations of the Company, which in turn is dependent
upon the Company's ability to raise additional capital and generate revenues from its operations. The financial
statements do not include classification of recorded asset amounts or amounts and classification of liabilities that
might be necessary, should the Company be unable to continue as a going concern.

Management has taken the following steps to revise its operating and financial requirements, which it believes are
sufficient to provide the Company with the ability to continue as a going concern. Management devoted considerable
effort during the six month period ended June 30, 2014, towards (i) obtaining additional equity financing, (ii)
evaluation of its distribution and marketing methods, and (iii) identifying and negotiating development/publishing and
product acquisition opportunities for the Company. In addition, the Company began to generate its first revenues in
the first quarter of 2014.

Management's plans with respect to alleviating the adverse financial conditions that caused the Company’s
independent auditors to express substantial doubt about the Company's ability to continue as a going concern are as
follows:

F-6
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Soul and Vibe Interactive Inc.

Notes to the Unaudited Condensed Consolidated Financial Statements

Management requires $2.5M to $3.0M in financing in order to begin execution of its business plan and to continue
operations. This capital, if raised, would be utilized over a twelve-month period. The financing will cover the
acquisition of pick-ups (depending on the value of the financing, also the development of a proprietary intellectual
property (IP) product) along with the release of the games as well as the marketing and public relations (PR) expenses
associated with bringing them to market on a variety of hardware platforms that include: video game consoles,
mobiles devices, and personal computers. The anticipated number of pick-ups is two. The financing would also cover
general and administrative expenses, operational expenses and will allow the Company to secure an initial number of
premium full-time employees. The Company is currently evaluating financing opportunities that are compatible with
its growth plans and business model. Additional financing (beyond the identified $2.5M to $3.0M; cumulatively of
$5.0M) would allow the Company to pursue development of multiple projects “from scratch” and publish them in a
“staggered” release, as per its current three-year business plan.

During the six months ended June 30, 2014 the Company completed the development of and released into the market,
two products: Timeless Gems and Striker Rush: Champion Edition. Timeless Gems was released on Facebook,
through Apple’s App Store for iPhone, iPad, and iPod Touch mobile devices, and through Google Play for Android
devices. Striker Rush: Champion Edition was released through Apple’s App Store for iPhone, iPad, and iPod Touch
mobile devices, and through Google Play and Amazon.com for Android devices. During the six months ended June
30, 2014, the Company released one product expansion pack for the Timeless Gems on Facebook, through Apple’s
App Store for iPhone, iPad, and iPod Touch mobile devices, and through Google Play for Android devices. During the
six months ended June 30, 2014, the Company completed the development of two additional expansion packs for the
Timeless Gems product and it is anticipated that these expansions will be released in the 3rd and 4th quarters of 2014
on Facebook, through Apple’s App Store for iPhone, iPad, and iPod Touch mobile devices, and through Google Play
for Android devices.

During the six months ended June 30, 2014, the Company also continued the development of additional products that,
as of June 30, 2014, have not been publically announced. It is anticipated that these products will be released into the
market in late third quarter or early fourth quarter of 2014 on the following hardware platforms: Facebook, through
Apple’s App Store for iPhone, iPad, and iPod Touch mobile devices, through Google Play and Amazon.com for
Android devices, and on the Windows Mobile Platform with anticipated support for Xbox Live, as a feature set.

During the three months ended June 30, 2014, the Company licensed Timeless Gems and Striker Rush: Champion
Edition to Tanjarine, a subsidiary of TouchTunes, the largest provider of in-venue music and entertainment throughout
North America. Tanjarine is the first integrated tabletop ordering, entertainment and pay-at-the-table solution to
combine 10" proprietary tabletop tablets with server handhelds, which expedite service, payment, and second screen
televisions. The platform provides guests with menu and entertainment options, portability that eliminates the
constraints of one-tablet-per-table installations, and other innovations that help increase restaurant efficiency and

16
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average check size. Customizable for bars and restaurants, Tanjarine’s catalog of entertainment offers games, music
and content that targets everyone from families to sports fans to couples and more. Many of the games also enable
guests to play with a friend or connect the tabletop tablets to second screen televisions located throughout a venue,
creating a more interactive gaming experience. It is anticipated that the Company will receive licensing revenue from
Tanjarine as Tanjarine purchases product installs of the Company’s products for play on their proprietary hardware.

Note 4 - Notes Payable and Convertible Notes Payable - Related Party

Notes Payable

During the quarter ended June 30, 2014, the Company paid the remaining balance of $16,600 due on a loan payable to
an officer of the Company. This loan was established pursuant to an agreement dated July 14, 2011, as amended on
December 31, 2012. The loan was unsecured, was due on demand and bore interest at 3.5% per annum. Accrued
interest was $0 as of June 30, 2014, as interest for this loan payable was accounted as contributed to capital. In
addition, an amount of $2,500 was paid by the officer to a third party vendor on behalf of the Company. This amount
is reimbursable to the officer, and has been included in the note payable related party balance as of June 30, 2014. The
amount is unsecured and bears no interest.

Convertible Notes Payable

During July 2013, the Company received $9,000 in exchange for a Convertible Note with a maturity value of $10,000
and a warrant to purchase up to 33,334 shares of the Company’s common stock for a period of two years at a price of

$0.60 per share. The convertible note is unsecured, due one year from the date of issue and accrues interest at a rate of
approximately 10% per annum.

F-7
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Soul and Vibe Interactive Inc.

Notes to the Unaudited Condensed Consolidated Financial Statements

The Company valued the warrant and beneficial conversion feature of the convertible note at $10,000, which was
recorded as a discount to the convertible note. This discount is being amortized over the life of the convertible note or
until such time as the convertible note is repaid or converted, or upon exercise of the warrants. During the three and
six months ended June 30, 2014, the Company amortized $2,500 and $4,973 of the of debt discount to interest
expense, respectively.

Note 5 - Convertible Notes Payable

Convertible Notes Payable

During August 2013, the Company received a total of $110,500 in exchange for three convertible notes with a
maturity values totaling $122,778 and warrants to purchase up to 245,556 shares of the Company’s common stock for
a period of two years at a price of $0.75 per share. The convertible notes are unsecured, due one year from the date of
issue and accrue interest at a rate of approximately 10% per annum.

The Company valued the warrants and beneficial conversion features of the convertible notes at $122,778, which was
recorded as a discount to the convertible notes. This discount is being amortized over the life of the convertible notes
or until such time as the convertible notes are repaid or converted, or upon exercise of the warrants. During the three
and six months ended June 30, 2014, the Company amortized $30,527 and $60,718 of the of debt discount to interest
expense, respectively.

Convertible Debentures

During October and November 2013, the Company received a total of $350,000 in exchange for two convertible
debentures with maturity values totaling $368,422, due in July and August of 2014. The Debentures accrue interest at
a rate of approximately 10% per annum, are convertible into shares of the Company’s common stock at the option of
the holder at a conversion price per share equal to the lesser of the trading price on the date immediately preceding the
conversion date, or an amount equal to 60% of the lowest trading price for the ten trading days immediately preceding
the conversion date, subject to a floor of 40% of the trading price on the day prior to conversion. The Convertible
Debentures are subject to adjustment for stock splits, reverse stock splits, stock dividends and other similar
transactions and subject to the terms of the Debenture. The Company may redeem the Debentures, subject to prior

18
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notice to the Investors, by paying an amount equal to 130% of the principal and interest payable under the Debentures.
During June of 2014, the convertible debenture was amended to reflect a conversion price equal to 35% of the lowest
trading price for the ten trading days immediately preceding the conversion date with no floor.

Due to there being no explicit limit to the number of shares to be delivered upon settlement of the above conversion
options embedded in the Convertible Debentures, the conversion options are deemed and classified as derivative
liabilities, recorded at fair value. The Company valued the convertible debentures at $368,422, which was recorded as
a discount to the convertible debentures. This discount is being amortized over the life of the convertible notes or until
such time as the convertible debentures are repaid or converted. During the three and six months ended June 30, 2014,
the Company amortized $55,355 and $176,813 of the of debt discount to interest expense, respectively.

Note 6 — Derivative Liabilities

The Company analyzed the conversion options embedded in the Convertible Debentures for derivative accounting
consideration under ASC 815 and determined that the instruments embedded in the above referenced Convertible
Debentures should be classified as liabilities and recorded at fair value. Additionally, the above referenced
Convertible Debentures contain dilutive issuance clauses. Under these clauses, based on future issuances of the
Company’s common stock or other convertible instruments, the conversion price of the above referenced Convertible
Debentures can be adjusted downward. The fair values of the conversion option instruments were determined using a
Black-Scholes option-pricing model. Upon the issuance dates of the above referenced Convertible Debentures,
$368,422 was recorded as debt discount and $135,652 was recorded as day one loss on derivative liability. At June 30,
2014, the conversion options were valued at $159,922.

F-8
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Soul and Vibe Interactive Inc.

Notes to the Unaudited Condensed Consolidated Financial Statements

The Company valued the Convertible Debenture conversion option derivatives using the Black-Scholes option-pricing
model using the following level 3 input assumptions: (1) risk-free interest rate of 0.05%, (2) lives of 0.13 years, (3)
expected volatility of 163%, (4) zero expected dividends, (5) conversion prices as set forth in the Convertible
Debentures, and (6) the common stock price of the underlying shares on the valuation date.

The following table summarizes the derivative liabilities included in the balance sheet at June 30, 2014:

Conversion option derivative liabilities December 31, 2013 $1,575,807
Addition of new conversion option derivatives -
Reclassification of conversion option derivative to gain on extinguishment of debt (444,759 )
Change in fair value (971,126 )
Balance at June 30, 2014 $159,922

Note 7 — Common Stock and Common Stock Warrants
Common Stock

During January 2014, the Company sold an aggregate of 500,000 shares of its Common Stock to an accredited
investor for an aggregate purchase price of $50,000. The Company also sold an aggregate of 650,000 shares of its
Common Stock to another accredited investor for an aggregate purchase price of $130,000. Under this stock purchase
agreement, the investor was also issued warrants to purchase up to 700,000 shares of the Company’s Common Stock.
Both of these stock sales were made pursuant to Rule 506 of Regulation D under the Securities Act.

During January 2014, the Company also completed the initial closing of a private placement financing transaction
with an accredited investor, pursuant to a Securities Purchase Agreement. Pursuant to the Purchase Agreement, the
Investor purchased 300,000 shares of the Company’s Common Stock for a per share purchase price of $0.29 per share.
Each per share purchase price will be based on the average trading price of such shares for the 5 trading days prior to
the closing (provided that certain conditions are met), and accordingly the Company received aggregate gross
proceeds of $87,000, excluding transaction costs, fees and expenses. On February 27, 2014, the investor purchased an
additional 300,000 shares for a per share purchase price of $0.2625 with the Company receiving aggregate gross
proceeds of $78,750, excluding transaction costs, fees and expenses. During March, 2014, the investor purchased an
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additional 189,910 shares for a per share purchase price of $0.235 with the Company receiving aggregate gross
proceeds of $44,629, excluding transaction costs, fees and expenses. The Investor originally agreed to purchase up to
an additional 3,300,000 shares on a monthly basis, subject to the fulfillment of certain conditions as more fully
described in the Purchase Agreement, between the date of the Purchase Agreement and the one-year anniversary
thereof. As a result, the investor is entitled to purchase up to an additional 2,510,090 shares of common stock during
the term of the Purchase Agreement.

During the three and six months ended June 30, 2014, pursuant to terms of their individual consulting agreements, the
Company’s advisory board members were issued a total of 104,076 and 143,922 shares of common stock for services,
respectively. The total market value of the shares issued for advisory services was $34,558, equivalent to
approximately $1,000 for each month of service per member.

The Company issued 2,085,934 and 2,649,927 common shares to individuals for consulting services rendered and
software development costs incurred for the three and six months ended June 30, 2014, respectively. The total market
value of the shares issued for consulting services was $674,465, $77,900 of which is included in prepaid expenses and
$36,765 in capitalized development costs on the balance sheet and $559,800 of which is included in professional fees
on the statement of operations for the six months ended June 30, 2014. The total market value of the shares issued for
software development costs was $36,765, which is included in development costs on the balance sheet.

During the six months ended June 30, 2014 $300,711 of debenture principal, as described in Note 5, and $8,339 of
related accrued interest were converted into 3,051,869 common shares.
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Soul and Vibe Interactive Inc.

Notes to the Unaudited Condensed Consolidated Financial Statements

Common Stock Warrants

During the six months ended June 30, 2014, the Company issued a warrant to purchase 700,000 shares of common
shares, as noted above. The warrant is exercisable after the date of the grant, and is exercisable at a price of $0.25 per
share and expire five-years from the date of grant.

The Company valued its warrants using the Black-Scholes option-pricing model. Assumptions used during the six
months ended June 30, 2014 include (1) risk-free interest rates between 1.72%, (2) lives of 5 years, (3) expected
volatility of between 160% to 246%, (4) zero expected dividends, (5) conversion prices as set forth in the related
instruments, and (6) the common stock price of the underlying share on the valuation dates.

During the six months ended June 30, 2014, a previously issued warrant agreement issued during May, 2013 was
amended. The amendment changed the exercise price of the warrant to $0.10 per share post adjustment pursuant to the
reverse stock split which occurred during August 2013. Except as modified by this amendment, all of the terms and
conditions of the warrant shall remain in full force and effect.

During the six months ended June 30, 2014, an investor exercised, on a cashless basis, a portion of a then outstanding
warrant and received in consideration therefor an aggregate of 277,777 shares of Common Stock.

During the six months ended June 30, 2014 the Company issued a warrant to purchase 250,000 shares of common
shares. The warrant is exercisable after the date of the grant, and is exercisable at a price of $0.10 per share and expire
five-years from the date of grant.

The following table summarizes the outstanding warrants and associated activity for the three months ended June 30,
2014:

Number of  Weighted Weighted
Warrants Average Average
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Outstanding Price

Balance, March 31, 2014 978,890 0.39
Granted 250,000 0.10
Exercised - -
Expired

Balance, June 30, 2014 1,228,890 $ 0.33

Note 8 — Subsequent Events

Remaining
Contractual
Life

3.83

4.29

3.73

Subsequent to June 30, 2014, the Company issued 2,155,954 shares of common stock as follows: 205,954 were issued

to its advisory board, consultants and others for services rendered valued at $0.073 per share, 1,650,000 upon

conversion of $49,350 of convertible debenture principal, and 300,000 to an accredited investor pursuant to the terms

of a stock purchase agreement signed by the Company in January 2014.

F-10
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

FORWARD-LOOKING STATEMENTS

This Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) contains
forward-looking statements that involve known and unknown risks, significant uncertainties and other factors that
may cause our actual results, levels of activity, performance or achievements to be materially different from any future
results, levels of activity, performance or achievements expressed, or implied, by those forward-looking statements.
You can identify forward-looking statements by the use of the words may, will, should, could, expects, plans,
anticipates, believes, estimates, predicts, intends, potential, proposed, or continue or the negative of those terms.
These statements are only predictions. In evaluating these statements, you should consider various factors, which may
cause our actual results to differ materially from any forward-looking statements. Although we believe that the
exceptions reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of
activity, performance or achievements. Therefore, actual results may differ materially and adversely from those
expressed in any forward-looking statements. We undertake no obligation to revise or update publicly any
forward-looking statements for any reason.

RESULTS OF OPERATIONS

Working Capital

June 30, December 31,

2014 2013
Current Assets $127,691 $121,718
Current Liabilities 660,240 1,934,348

Working Capital (Deficit) $(532,549) $ (1,812,630 )

Cash Flows
Six months ended Six months ended
June 30, 2014 June 30, 2013
Cash Flows Used in Operating Activities $ (289,987 ) $ (98,482 )
Cash Flows Provided by (used in) Investing Activities (126,559 ) 2,149
Cash Flows Provided by Financing Activities 341,755 106,600
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Net Increase (Decrease) in Cash During Period $ (74,791 ) $ 10,267

Balance Sheet

As at June 30, 2014, the Company had total assets of $449,122 compared with total assets of $293,275 as at December
31, 2013. The assets are mainly comprised of cash and development costs. The increase in development costs are
primarily due to the launch and eventual launch of multiple products in 2014, as more fully described below.

The Company had total liabilities of $660,240 at June 30, 2014, compared with $1,934,348 as at December 31, 2013.
The decrease in total liabilities is mainly attributable to the decrease of $1,415,885 in the derivative liability.

Operating Expenses

During the three and six months ended June 30, 2014, the Company incurred operating expenses totaling $614,206
and $1,111,540, respectively, compared with $158,752 and $409,908, respectively, for the three and six months ended
June 30, 2013. The increase in operating expenses is mainly attributable to an increase production expenses associated
with the development of products and product expansion, product marketing and promotional expenses associated
with the announcement and launch of products and product expansions, and professional fees related to the
commencement of operations and developing partnerships.

11
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Net Income (Loss)

During the three and six months ended June 30, 2014, the Company realized a net loss of $1,017,370 and $466,011,
respectively compared with a net loss of $159,263 and $411,495, respectively, for the three and six months ended
June 30, 2013. The increase in the net loss from the six month period ended June 30, 2013 to the net loss for the six
month period ended June 30, 2014 was primarily due to an increase in operating expenses, as noted above, and
interest expense related to the commencement of initial operations partially offset by a decrease in the derivative
liability. In addition, during the six months ended June 30, 2014 the Company completed the development of and
released into the market, two products: Timeless Gems and Striker Rush: Champion Edition. Cumulative sales of
these products for the three and six month periods ending June 30, 2014 were $40,871 and $42,397, respectively.

Timeless Gems was released on Facebook, through Apple’s App Store for iPhone, iPad, and iPod Touch mobile
devices, and through Google Play for Android devices. Striker Rush: Champion Edition was released through Apple’s
App Store for iPhone, iPad, and iPod Touch mobile devices, and through Google Play and Amazon.com for Android
devices. During the six months ended June 30, 2014, the Company released one product expansion pack for the
Timeless Gems on Facebook, through Apple’s App Store for iPhone, iPad, and iPod Touch mobile devices, and
through Google Play for Android devices. During the six months ended June 30, 2014, the Company completed the
development of two additional expansion packs for the Timeless Gems product and it is anticipated that these
expansions will be released in the 3rd and 4th quarters of 2014 on Facebook, through Apple’s App Store for iPhone,
iPad, and iPod Touch mobile devices, and through Google Play for Android devices.

During the three months ended June 30, 2014, the Company licensed Timeless Gems and Striker Rush: Champion
Edition to Tanjarine, a subsidiary of TouchTunes, the largest provider of in-venue music and entertainment throughout
North America. Tanjarine is the first integrated tabletop ordering, entertainment and pay-at-the-table solution to
combine 10" proprietary tabletop tablets with server handhelds, which expedite service, payment, and second screen
televisions. The platform provides guests with menu and entertainment options, portability that eliminates the
constraints of one-tablet-per-table installations, and other innovations that help increase restaurant efficiency and
average check size. Customizable for bars and restaurants, Tanjarine’s catalog of entertainment offers games, music
and content that targets everyone from families to sports fans to couples and more. Many of the games also enable
guests to play with a friend or connect the tabletop tablets to second screen televisions located throughout a venue,
creating a more interactive gaming experience. It is anticipated that the Company will receive licensing revenue from
Tanjarine as Tanjarine purchases product installs of the Company’s products for play on their proprietary hardware.

Liquidity and Capital Resources

As at June 30, 2014, the Company had a cash balance of $39,638 and a working capital deficit of $532,549 compared
with a cash balance of $114,429 and working capital deficit of $1,812,630 at December 31, 2013. The increase in
working capital is mainly due to a decrease in the derivative liability.
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Cash Flows from Operating Activities

During the six months ended June 30, 2014, the Company used $289,987 of cash in operating activities compared
with use of $98,482 of cash in operating activities during the six months ended June 30, 2013. The increase in the use
of cash for operating activities is mainly attributable to an increase in general and administrative expenses related to
the commencement of initial operations.

Cash Flows from Investing Activity

During the six months ended June 30, 2014, the Company used $126,559 of cash in investing activities compared with
$2,149 of cash provided during the six months ended June 30, 2013. The increase in cash used in investing activities is
mainly due to increased product development costs and capital expenditures.

Cash Flows from Financing Activities

During the six months ended June 30, 2014, the Company received $341,755 of cash from financing activities
compared with the receipt of $106,600 of cash during the six months ended June 30, 2013. The increase in cash
provided by financing activities is mainly due to proceeds from issuance of common stock for cash. The Company is
using proceeds received from the issuance of common stock to fund product development costs, product marketing
and product publicity costs along with general and administrative expenses.

12
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Going Concern

We have not attained profitable operations and are dependent upon obtaining financing to pursue any extensive
acquisitions and activities. For these reasons, our auditors stated in their report on our audited financial statements that
they have substantial doubt that we will be able to continue as a going concern without further financing. Our intended
source of future cash flow to fund our growth model until we are able to establish profitable operations are through
additional debt and equity offerings.

Off-Balance Sheet Arrangements

We have no significant off-balance sheet arrangements that have or are reasonably likely to have a current or future
effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity,
capital expenditures or capital resources that are material to stockholders.

Future Financings

We will continue to rely on the issuance of debt and equity in order to continue to fund our business operations.
Issuances of additional shares will result in dilution to existing stockholders. There is no assurance that we will
achieve any additional sales of the equity securities or arrange for debt or other financing to fund planned acquisitions
and exploration activities.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

We are a smaller reporting company as defined by Rule 12b-2 of the Securities Exchange Act of 1934 and are not
required to provide the information under this item.

ITEM 4. CONTROLS AND PROCEDURES.

Evaluation of disclosure controls and procedures

We carried out an evaluation, under the supervision and with the participation of our management, including our
principal executive officer and principal financial officer, of the effectiveness of our disclosure controls and
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procedures (as defined) in Exchange Act Rules 13a — 15(c) and 15d — 15(e)). Based upon that evaluation, our principal
executive officer and principal financial officer concluded that, as of the end of the period covered in this report, our
disclosure controls and procedures were not effective to ensure that information required to be disclosed in reports

filed under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) is recorded, processed, summarized
and reported within the required time periods and is accumulated and communicated to our management, including
principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required
disclosure.

Our principal executive officer and principal financial officer does not expect that our disclosure controls will prevent
all error and all fraud. Although our disclosure controls and procedures were designed to provide reasonable assurance
of achieving their objectives and our principal executive officer and principal financial officer has determined that our
disclosure controls and procedures are effective at doing so, a control system, no matter how well conceived and
operated, can provide only reasonable, not absolute assurance that the objectives of the system are met. Further, the
design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be
considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls
can provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been
detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that
breakdowns can occur because of a simple error or mistake. Additionally, controls can be circumvented if there exists
in an individual a desire to do so. There can be no assurance that any design will succeed in achieving its stated goals
under all potential future conditions.

Changes in Internal Control over Financial Reporting

There has been no change in the Company’s internal control over financial reporting during the three months ended
June 30, 2014, that materially affected, or is reasonably likely to materially affect, the Company’s internal control over
financial reporting.

13
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PART I1 - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

We are not a party to any pending legal proceeding, nor is our property the subject of a pending legal proceeding, that
is not in the ordinary course of business or otherwise material to the financial condition of our business. None of our
directors, officers or affiliates is involved in a proceeding adverse to our business or has a material interest adverse to
our business.

ITEM 1A. RISK FACTORS.

Not applicable.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

During the three months ended June 30, 2014, advisory board members were issued a total of 104,076 shares of
common stock for services.

We issued 2,085,934 shares of common stock to individuals and entities for consulting services rendered and software
development costs incurred for the three months ended June 30, 2014.

During the three months ended June 30, 2014, we issued 1,550,000 shares of common stock in response to conversion
notices received from a holder of our convertible debentures. The sales were made pursuant to Rule 506 under
Regulation D promulgated by the SEC under the Securities Act of 1933, as amended.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.

None.

ITEM 4. MINE SAFETY DISCLOSURES.

Not applicable.
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ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS.

31.1 Section 302 Certification of Principal Executive Officer+
31.2 Section 302 Certification of Principal Financial Officer+
32.1 Section 906 Certification of Principal Executive Officer and Principal Financial Officer*

101.INS XBRL Instance Document +

101.SCH XBRL Taxonomy Extension Schema Document +
101.CAL XBRL Taxonomy Calculation Linkbase Document +
101.LAB XBRL Taxonomy Labels Linkbase Document +
101.PRE XBRL Taxonomy Presentation Linkbase Document +
101.DEF XBRL Definition Linkbase Document +

+filed herewith

*furnished herewith
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized on this 14t day of August, 2014.

Soul and Vibe Interactive Inc.

Date: August 14, 2014 BY:/s/ Peter Anthony Chiodo
Peter Anthony Chiodo

President and Chief Executive Officer
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