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(Mark One)
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(Exact name of registrant as specified in its charter)

Nevada 90-1119774
(State or other jurisdiction (IRS Employer
of incorporation or organization) Identification No.)

(561) 939-2520

(Issuer’s telephone number)

399 NW 2nd Avenue, Suite 216, Boca Raton Florida 33432

(Address of principal executive offices)

(561) 939-2520

(Registrant’s telephone number, including area code)

Not applicable.

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the past 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 past 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
(§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 definition of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
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Large accelerated filer [  ] Accelerated filer [  ]
Non-accelerated filer [  ] Smaller reporting company [X]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
[  ] No [X]

As of February 12, 2016, there were 78,420,404 shares of registrant’s common stock outstanding.
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This report contains forward-looking statements. The Securities and Exchange Commission encourages companies to
disclose forward-looking information so that investors can better understand a company’s future prospects and make
informed investment decisions. This report and other written and oral statements that we make from time to time
contain such forward-looking statements that set out anticipated results based on management’s plans and
assumptions regarding future events or performance. We have tried, wherever possible, to identify such statements by
using words such as “anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,” “will” and similar
expressions in connection with any discussion of future operating or financial performance. In particular, these
include statements relating to future actions, future performance or results of current and anticipated sales efforts,
expenses, the outcome of contingencies, such as legal proceedings, and financial results.

We caution that the factors described herein and other factors could cause our actual results of operations and
financial condition to differ materially from those expressed in any forward-looking statements we make and that
investors should not place undue reliance on any such forward-looking statements. Further, any forward-looking
statement speaks only as of the date on which such statement is made, and we undertake no obligation to update any
forward-looking statement to reflect events or circumstances after the date on which such statement is made or to
reflect the occurrence of anticipated or unanticipated events or circumstances. New factors emerge from time to time,
and it is not possible for us to predict all of such factors. Further, we cannot assess the impact of each such factor on
our results of operations or the extent to which any factor, or combination of factors, may cause actual results to
differ materially from those contained in any forward-looking statements.

- 3 -
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PART I – FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

PF HOSPITALITY GROUP, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

December
31, 2015

September
30, 2015

(unaudited)
ASSETS
Current assets:
Cash $258,265 $272,785
Royalties receivable 5,688 15,383
Inventory 17,577 -
Prepaid and other current assets 5,103 5,103
Total current assets 286,633 293,271

Property and equipment, net 69,504 34,626

Other assets:
Intangible assets, net 115,520 116,990
Receivable from litigation settlement 24,792 30,104
Deposits 4,834 4,834
Goodwill 1,328,182 -
Total other assets 1,473,328 151,928

Total assets $1,829,465 $479,825

LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable and accrued liabilities $936,634 $920,826
Advances 218,361 205,861
Note payable 50,000 50,000
Convertible notes payable, current portion 41,271 61,074
Total current liabilities 1,246,266 1,237,761

Long term debt:
Convertible notes payable, long term portion 249,288 166,083
Deferred revenue, long term portion 404,210 404,210
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Customer deposits 50,000 50,000
Derivative liability 2,085,898 -
Total long term debt 2,789,395 620,293

Total liabilities 4,035,662 1,858,054

Stockholders’ deficit:
Preferred stock, $0.0001 par value, 20,000,000 shares authorized as of December 31,
2015 and September 30, 2015
Series A Preferred Stock, $0.0001 par value; 2,000,000 shares designated, 2,000,000
shares issued and outstanding as of December 31, 2015 and September 30, 2015 200 200

Common stock, $0.0001 par value; 500,000,000 and 2,000,000,000 shares authorized,
78,420,404 and 63,044,404 shares issued and outstanding as of December 31, 2015
and September 30, 2015, respectively

7,842 6,304

Additional paid in capital 10,626,009 9,477,645
Deficit (11,840,248) (10,862,378)
Total deficit (2,206,197 ) (1,378,229 )

Total liabilities and stockholders’ deficit $1,829,465 $479,825

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

- 4 -
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PF HOSPITALITY GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

Three months ended
December 31,
2015 2014

Revenues:
Royalty income $30,077 $52,390
Sales 2,167 -
Total revenues 32,244 52,390

Cost of sales 498 -

Gross profit 31,746 52,390

Operating expenses:
Payroll expenses 102,325 93,345
Selling, general and administrative expenses 68,788 46,764
Depreciation and amortization 4,301 4,089
Total operating expenses 175,414 144,198

Net loss from operations (143,668 ) (91,808 )

Other income (expense):
Other income - 1,942
Interest expense (1,834,202 ) -
Total other income (expense): (1,834,202 ) 1,942

Net loss before income tax provision (1,977,870 ) (89,866 )

Provision for income taxes - -

NET LOSS $(1,977,870 ) $(89,866 )

Net loss per common share, basic and diluted $(0.03 ) $(0.01 )

Weighted average number of common shares outstanding, basic and diluted 74,614,491 17,117,268

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PF HOSPITALITY GROUP, INC.

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ DEFICIT

THREE MONTHS ENDED DECEMBER 31, 2015

Series A Additional
Preferred stock Common stock Paid in Accumulated
Shares Amount Shares Amount Capital Deficit Total

Balance, September 30,
2015 2,000,000 $ 200 63,044,404 $ 6,304 $9,477,645 $(10,862,378) $(1,378,229)

Common stock issued
upon settlement of
convertible notes

- - 14,876,000 1,488 22,951 - 24,439

Common stock issued to
acquire EXO:EXO - - 500,000 50 1,314,950 - 1,315,000

Beneficial conversion
feature related to
convertible notes

- - - - 80,769 - 80,769

Reclassify beneficial
conversion feature from
equity to derivative
liability

- - - - (270,306 ) - (270,306 )

Net loss - - - - - (1,977,870 ) (1,977,870)
2,000,000 $ 200 78,420,404 $ 7,842 $10,626,009 $(12,840,248) $(2,206,197)

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

- 6 -
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PF HOSPITALITY GROUP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

Three months ended
December 31,
2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $(1,977,870) $(89,866 )
Adjustments to reconcile net loss to cash used in operating activities:
Depreciation and amortization 4,301 4,089
Amortization of debt discount 13,975 -
Non cash interest 1,815,592 -
Changes in operating assets and liabilities:
Accounts receivable 9,695 (505 )
Inventory (685 ) -
Litigation receivable 5,312 -
Accounts payable and accrued liabilities (177 ) 43,227
Deferred income and customer deposits - (5,000 )
Net cash used in operating activities (129,857 ) (48,055 )

CASH FLOWS FROM INVESTING ACTIVITIES:
Net cash paid to acquire EXO:EXO (22,163 ) -
Purchase of property and equipment (25,000 ) (15,565 )
Net cash used in investing activity (47,163 ) (15,565 )

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from advances 12,500 106,500
Proceeds from issuance of convertible notes payable 150,000 -
Net cash provided by financing activities 162,500 106,500

Net increase in cash (14,520 ) 42,880

Cash, beginning of the period 272,785 95,797
Cash, end of the period $258,265 $138,677

Supplemental disclosures of cash flow information:
Cash paid during the period for interest $- $-
Cash paid during the period for income taxes $- $-

Non cash investing and financing activities:
Beneficial conversion feature relating to convertible note payable $80,769 $-
Common stock issued in settlement of convertible notes $24,439 $-
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Common stock issued to acquire EXO:EXO $1,315,000 $-

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies applied in the preparation of the accompanying unaudited condensed
consolidated financial statements follows:

Business and Basis of Presentation

PF Hospitality Group, Inc. (the “Company”) was incorporated in Nevada on April 5, 2005 under the name Tomi
Holdings, Inc. In October 2005, the Company changed its name to InfraBlue (US), Inc., and in October 2007, changed
its name to NextGen Bioscience, Inc. In December 2008, the Company changed its name to Kalahari Greentech, Inc.
In May 2015, the Company changed its name to PF Hospitality Group, Inc. Prior to the Company’s merger with PF
Hospitality Group discussed below, we were a U.S.-based exploration company with a primary focus on projects with
prior exploration and production history.

Effective July 1, 2015, the Company merged with Pizza Fusion Holdings, Inc. (“Pizza Fusion”), a franchisor of organic
fare pizza restaurants. As a result of the merger, PF Hospitality Group has become a franchisor of pizza restaurants
specializing in organic fare free of artificial additives, such as preservatives, growth hormones, pesticides, nitrates and
trans fats. Pursuant to the terms of the May 26, 2015 merger agreement, the Company exchanged 17,117,268 shares of
its common stock and issued 11,411,512 warrants to purchase the Company’s common stock for 100% of the Pizza
Fusion common shares. The warrants are exercisable at $0.25 for three years. In addition, the Company issued an
aggregate of 2,385,730 warrants to acquire the Company’s common stock at $0.25 per share for a period of three years
in exchange for previously issued and outstanding warrants of Pizza Fusion Holdings, Inc. Also, Pizza Fusion’s two
founders purchased 21,441,366 shares of the Company’s common stock and 1,000,000 shares of the Company’s Series
A preferred stock at a price of $.0001 per share. The shares are restricted and subject to the conditions set forth in Rule
144. Holders of convertible debt in the original principal amount of $65,600 agreed as part of the merger to limit the
number of shares convertible pursuant to such debt at 40,000,000 shares of our common stock. As the owners and
management of Pizza Fusion Holdings, Inc. obtained voting and operating control of PF Hospitality Group, Inc. after
the merger and PF Hospitality Group, Inc. was non-operating and did not meet the definition of a business, the
transaction has been accounted for as a recapitalization of Pizza Fusion Holdings, Inc., accompanied by the issuance
of its common stock for outstanding common stock of PF Hospitality Group, Inc., which was recorded at a nominal
value. The accompanying financial statements and related notes give retroactive effect to the recapitalization as if it
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had occurred on November 6, 2006 (inception date) and accordingly all share and per share amounts have been
adjusted.

On December 16, 2015, the Company entered into and closed under the terms of a stock exchange agreement (the
“Stock Exchange Agreement”) the Company entered into with EXO:EXO, Inc. (“EXO”) and Sloane McComb (EXO’s sole
shareholder) pursuant to which the Company agreed to acquire all of the issued and outstanding shares of EXO from
Ms. McComb in exchange for (i) the issuance to Ms. McComb of 500,000 shares of our unregistered common stock,
(ii) a payment of $25,000 to Ms. McComb, (iii) the payment of up to $20,000 to a third party for the payment of
certain debts of EXO, and (iv) certain contingent performance considerations. (see below).

The consolidated financial statements include the accounts of PF Hospitality Group, Inc and its wholly owned
subsidiaries, Pizza Fusion Holdings, Inc., EXO and Shaker & Pie, Inc (hereafter referred to as the “Company”). All
significant intercompany balances and transactions have been eliminated in consolidation.

Acquisition

On December 16, 2015, the Company acquired EXO pursuant to the terms of that certain share exchange agreement
entered into between the Company and Sloane McComb, the former owner of EXO.

Upon Closing, the Company acquired 100% of the outstanding securities of EXO in consideration of $25,000 cash,
500,000 shares of common stock of the Company and assumption of $20,619 of debt due to third parties for a total
purchase price of $1,360,619.

A summary of consideration is as follows:

Cash $25,000
500,000 shares of the Company’s common stock 1,315,000
Liabilities assumed 20,619
Total purchase price $1,360,619

- 8 -
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

The following summarizes the current estimates of fair value of assets acquired and liabilities assumed:

Cash $2,837
Inventory 16,892
Property and equipment 12,708
Goodwill 1,328,182
Assets acquired $1,360,619

EXO seeks to position itself as a top consumer brand of choice within the functional fitness market riding the wave of
a worldwide fitness industry growth phenomena.

The purchase price allocation for the above acquisitions is subject to further refinement as management completes its
assessment of the valuation of certain assets and liabilities.

The Company accounts for acquisitions in accordance with the provisions of ASC 805-10. The Company assigns to
all identifiable assets acquired, a portion of the cost of the acquired company equal to the estimated fair value of such
assets at the date of acquisition. The Company records the excess of the cost of the acquired company over the sum of
the amounts assigned to identifiable assets acquired as goodwill.

The Company does not amortize goodwill. The Company recorded goodwill in the aggregate amount of $1,328,182 as
a result of the acquisition of EXO during the three months ended December 31, 2015.

The Company accounts for and reports acquired goodwill under Accounting Standards Codification subtopic 350-10,
Intangibles-Goodwill and Other (“ASC 350-10”). In accordance with ASC 350-10, at least annually, the Company tests
its intangible assets for impairment or more often if events and circumstances warrant. Any write-downs will be
included in results from operations.

Edgar Filing: PF Hospitality Group, Inc. - Form 10-Q

16



Interim Financial Statements

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with the
rules and regulations (Regulation S-X) of the Securities and Exchange Commission (the “SEC”) and with the
instructions to Form 10-Q. Accordingly, they do not include all of the information and footnotes required by generally
accepted accounting principles for complete financial statements. In the opinion of management, all adjustments
(consisting of normal recurring accruals) considered necessary for a fair presentation have been included. The results
of operations for the three months ended December 31, 2015 are not necessarily indicative of the operating results that
may be expected for the year ended September 30, 2016. These unaudited condensed consolidated financial
statements should be read in conjunction with the September 30, 2015 consolidated financial statements and notes
thereto included in the Company’s Annual Report on Form 10-K.

Revenue Recognition

Revenue is recognized when persuasive evidence of an arrangement exists, delivery of the product or service has
occurred, all obligations have been performed pursuant to the terms of the agreement, the sales price is fixed or
determinable, and collectability is reasonably assured.

Royalty income

In connection with its franchising operations, the Company receives initial franchise fees, area development fees,
franchise deposits and royalties which are based on sales at franchised restaurants.

Franchise fees, which are typically received prior to completion of the revenue of the revenue recognition process, are
deferred when received. Such fees are recognized as income when substantially all services to be performed by the
Company and conditions related to the sale of the franchise have been performed or satisfied, which generally occurs
when the franchised restaurant commences operations.

Development agreements require the developer to open a specified number of restaurants in the development area
within a specified time period or the agreements may be cancelled by the Company. Fees from development
agreements are deferred when received and recognized as income as restaurants in the development area commence
operations on a pro rata basis to the minimum number of restaurants required to be open.

Deferred franchise fees and development fees are classified as current or long term in the financial statements based
on the projected opening date of the restaurants. Royalty fees, which are based upon a percentage of franchise sales,
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

Sales

Sales are generated from an online process either through a web site or through third party providers such as Amazon.
Collections are received at the point of sales.

During the three months ended December 31, 2015, sales were comprised of sports products from the Company’s
wholly owned subsidiary, EXO.

Inventory

The Company maintains an inventory, which consists primarily of packaged, delivered sports product. The Company
acquires all of its inventory in a completed (finished goods) condition. The average cost method is utilized in valuing
the inventory, and is stated at the lower of cost or market.

As of December 31, 2015, 2015, the Company’s inventory, comprised of available for sale sports goods, was $17,577.

Cost of sales

Cost of sales is comprised of cost of product sold, packaging, and shipping costs from the manufacturer.

Use of Estimates
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The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Significant estimates include the recoverability and useful lives of long-lived assets, the fair value of the Company’s
stock, stock-based compensation, debt discounts and the fair values of derivative liabilities. Actual results may differ
from these estimates.

Fair Value of Financial Instruments

Fair value estimates discussed herein are based upon certain market assumptions and pertinent information available
to management as of December 31, 2015 and September 30, 2015. The respective carrying value of certain
on-balance-sheet financial instruments approximated their fair values. These financial instruments include cash, notes
payable, convertible notes payable, derivative liabilities and accounts payable. Fair values were assumed to
approximate carrying values for cash and payables because they are short term in nature and their carrying amounts
approximate fair values or they are payable on demand.

Impairment of Long-Lived Assets

The Company reviews the carrying value of intangibles and other long-lived assets for impairment at least annually or
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of long-lived assets is measured by comparing the carrying amount of the asset or asset group to the
undiscounted cash flows that the asset or asset group is expected to generate. If the undiscounted cash flows of such
assets are less than the carrying amount, the impairment to be recognized is measured by the amount by which the
carrying amount of the property, if any, exceeds its fair market value.

At September 30, 2015, the Company management performed an evaluation of its acquired intangible assets for
purposes of determining the implied fair value of the assets at September 30, 2015. The tests indicated that the
recorded remaining book value of its intangible assets did not exceed its fair value for the years ended September 30,
2015; and no impairment was deemed to exist as of September 30, 2015 and 2014. Considerable management
judgment is necessary to estimate the fair value. Accordingly, actual results could vary significantly from
management’s estimates.

Derivative Liability

The Company accounts for derivatives in accordance with ASC 815, which establishes accounting and reporting
standards for derivative instruments and hedging activities, including certain derivative instruments embedded in other
financial instruments or contracts and requires recognition of all derivatives on the balance sheet at fair value,
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regardless of hedging relationship designation. Accounting for changes in fair value of the derivative instruments
depends on whether the derivatives qualify as hedge relationships and the types of relationships designated are based
on the exposures hedged. At December 31, 2015 and September 30, 2015, the Company did not have any derivative
instruments that were designated as hedges. See Notes 7 and 8 for discussion of the Company’s derivative liabilities.
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

Convertible Instruments

GAAP requires companies to bifurcate conversion options from their host instruments and account for them as free
standing derivative financial instruments according to certain criteria. The criteria include circumstances in which (a)
the economic characteristics and risks of the embedded derivative instrument are not clearly and closely related to the
economic characteristics and risks of the host contract, (b) the hybrid instrument that embodies both the embedded
derivative instrument and the host contract is not re-measured at fair value under otherwise applicable generally
accepted accounting principles with changes in fair value reported in earnings as they occur and (c) a separate
instrument with the same terms as the embedded derivative instrument would be considered a derivative instrument.
An exception to this rule is when the host instrument is deemed to be conventional, as that term is described under
applicable GAAP.

When the Company has determined that the embedded conversion options should not be bifurcated from their host
instruments, the Company records, when necessary, discounts to convertible notes for the intrinsic value of conversion
options embedded in debt instruments based upon the differences between the fair value of the underlying common
stock at the commitment date of the note transaction and the effective conversion price embedded in the note. Debt
discounts under these arrangements are amortized over the term of the related debt to their stated date of redemption.

As of December 31, 2015, the Company determined that the conversion provisions embedded in issued convertible
debentures met the defined criteria of a derivative in such that the net settlement requirement of delivery of common
shares does meet the “readily convertible to cash” as described in Accounting Standards Codification 815 and therefore
bifurcation is required.

Segment Information

Accounting Standards Codification subtopic Segment Reporting 280-10 (“ASC 280-10”) establishes standards for
reporting information regarding operating segments in annual financial statements and requires selected information
for those segments to be presented in interim financial reports issued to stockholders. ASC 280-10 also establishes
standards for related disclosures about products and services and geographic areas. Operating segments are identified
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as components of an enterprise about which separate discrete financial information is available for evaluation by the
chief operating decision maker, or decision-making group, in making decisions how to allocate resources and assess
performance. The information disclosed herein materially represents all of the financial information related to the
Company’s only material principal operating segment.

Net Loss per Share

The Company computes basic net income (loss) per share by dividing net income (loss) per share available to
common stockholders by the weighted average number of common shares outstanding for the period and excludes the
effects of any potentially dilutive securities. Diluted earnings per share, if presented, would include the dilution that
would occur upon the exercise or conversion of all potentially dilutive securities into common stock using the “treasury
stock” and/or “if converted” methods as applicable.

The computation of basic and diluted loss per share as of December 31, 2015 and 2014 excludes potentially dilutive
securities when their inclusion would be anti-dilutive, or if their exercise prices were greater than the average market
price of the common stock during the period.

Potentially dilutive securities excluded from the computation of basic and diluted net income (loss) per share are as
follows:

December
31, 2015

December
31, 2014

Convertible notes payable 23,038,111 -
Warrants to purchase common stock 13,797,242 2,385,730
Totals 36,835,353 2,385,730

- 11 -
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

Stock-Based Compensation

The Company measures the cost of services received in exchange for an award of equity instruments based on the fair
value of the award. For employees and directors, the fair value of the award is measured on the grant date and for
non-employees, the fair value of the award is generally re-measured on vesting dates and interim financial reporting
dates until the service period is complete. The fair value amount is then recognized over the period during which
services are required to be provided in exchange for the award, usually the vesting period. Stock-based compensation
expense is recorded by the Company in the same expense classifications in the consolidated statements of operations,
as if such amounts were paid in cash.

Registration Rights

The Company accounts for registration rights agreements in accordance with the Accounting Standards Codification
subtopic 825-20, Registration Payment Arraignments (“ASC 825-20”). Under ASC 825-20, the Company is required to
disclose the nature and terms of the arraignment, the maximum potential amount and to assess each reporting period
the probable liability under these arraignments and, if exists, to record or adjust the liability to current period
operations. On December 31, 2015, the Company determined that possible payments under its registration rights
agreement was not probable and therefore did not accrue as interest expense in current period operations for possible
liability under the registration rights agreements.

Recent Accounting Pronouncements

There are various updates recently issued, most of which represented technical corrections to the accounting literature
or application to specific industries and are not expected to a have a material impact on the Company’s financial
position, results of operations or cash flows.

2. GOING CONCERN AND MANAGEMENT’S LIQUIDITY PLANS
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The Company’s unaudited condensed consolidated financial statements are prepared using generally accepted
accounting principles applicable to a going concern which contemplates the realization of assets and liquidation of
liabilities in the normal course of business. The Company has incurred significant recurring losses which have resulted
in an accumulated deficit of $12,840,248, net loss of $1,977,870 and net cash used in operations of $129,857 for the
three months ended December 31, 2015 which raises substantial doubt about the Company’s ability to continue as a
going concern.

During the three months ended December 31, 2015, the Company raised $150,000 in cash proceeds from the issuance
of convertible promissory notes. The Company believes that its current cash on hand will not be sufficient to fund its
projected operating requirements through June 2016.

The Company’s primary source of operating funds since inception has been cash proceeds from the private placements
of common stock and proceeds from convertible and other debt. The Company intends to raise additional capital
through private placements of debt and equity securities, but there can be no assurance that these funds will be
available on terms acceptable to the Company, or will be sufficient to enable the Company to fully complete its
development activities or sustain operations. If the Company is unable to raise sufficient additional funds, it will have
to develop and implement a plan to further extend payables, reduce overhead, or scale back its current business plan
until sufficient additional capital is raised to support further operations. There can be no assurance that such a plan
will be successful.

Accordingly, the accompanying condensed consolidated financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (“GAAP”), which contemplate continuation of
the Company as a going concern and the realization of assets and satisfaction of liabilities in the normal course of
business. The carrying amounts of assets and liabilities presented in the financial statements do not necessarily purport
to represent realizable or settlement values. The condensed consolidated financial statements do not include any
adjustment that might result from the outcome of this uncertainty.

3. DEFERRED INCOME AND CUSTOMER DEPOSITS

The Company has received advances from customers seeking to purchase a franchise. The deposits are classified as
customer deposits until a franchise agreement is signed. Once a franchise agreement is signed the advances are
nonrefundable and reclassified to deferred income. The franchisee has the responsibility to complete the build out of
the restaurant within the time designated in the franchise agreement (generally 5 years). Once the restaurant build out
is complete and is operational the Company recognizes the franchise fee as revenues. If the franchisee fails to
complete the build out within the required period the franchise fee is forfeited and the Company recognizes the fee as
income.

Edgar Filing: PF Hospitality Group, Inc. - Form 10-Q

25



- 12 -

Edgar Filing: PF Hospitality Group, Inc. - Form 10-Q

26



PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

4. PROPERTY AND EQUIPMENT

Property and equipment as of December 31, 2015 and September 30, 2015 is summarized as follows:

December
31, 2015

September
30, 2015

Construction in process $43,150 $ 18,150
Equipment 60,406 47,697
Leasehold improvements 10,513 10,513
Furniture and fixtures 37,604 37,604
Subtotal 151,673 113,964
Less accumulated depreciation (82,169 ) (79,338 )
Property and equipment, net $69,504 $ 34,626

Depreciation expense for the three months ended December 31, 2015 and 2014 was $2,831 and $2,619, respectively.

5. INTANGIBLE ASSETS

Intangible assets as of December 31, 2015 and September 30, 2015 is summarized as follows:

December
31, 2015

September
30, 2015

Franchise and trademark rights $71,949 $ 71,949
Trademark costs 45,429 45,429
Website 43,625 43,625
Subtotal 161,003 161,003
Less accumulated depreciation (45,483 ) (44,013 )
Property and equipment, net $115,520 $ 116,990
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Amortization expense for the three months ended December 31, 2015 and 2014 was $1,470 and $1,470, respectively.

6. NOTES PAYABLE

On July 10, 2014 the Company issued a note payable with face value $50,000, non-interest bearing, due on demand.
The balance as of December 31, 2015 and September 30, 2015 was $50,000.

7. CONVERTIBLE NOTES PAYABLE

Convertible notes payable as of December 31, 2015 and September 30, 2015 is summarized as follows:

December
31, 2015

September
30, 2015

Notes payable, acquired in recapitalization $41,271 $ 61,074
Notes payable, due July 27, 2020, net of unamortized debt discounts of $308,484 and
$224,924, respectively 249,288 166,183

Subtotal 290,559 227,257
Less current maturities (41,271 ) (61,074 )
Long term portion $249,288 $ 166,183

From March 19, 2013 through October 4, 2013, the Company entered into promissory notes for an aggregate of
$65,600 in cash. The notes are unsecured, interest bearing at 10% per annum (18% upon default), and matured from
September 19, 2013 through April 4, 2014. The notes were initially convertible at the option of the Company at a
fixed price of $0.20 per share.

In connection with the recapitalization, the holders of convertible debt in the original principal amount of $65,600
agreed as part of the merger to limit the number of shares convertible pursuant to such debt and accrued interest into
40,000,000 shares of our common stock.

As of December 31, 2015, the Company has issued an aggregate of 17,820,000 shares of its common stock in
settlement of $24,329 of promissory notes.
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

Under the terms of the securities purchase agreement dated July 27, 2015, the Company issued and sold an aggregate
of $1,333,334 principal amount of convertible debentures due July 27, 2020 for a price of $1,200,000. Proceeds from
this debenture will be paid to the company as follows: $140,000 upon signing with the balance payable in five
consecutive monthly installments of $212,000 commencing on September 1, 2015. The company agreed to pay
interest for the first 12 months at the rate of 10% per annum on the amounts advanced payable in cash in six equal
tranches, the first of which is due on date the company closed on the financing and remainder will be due on each of
the first five monthly anniversaries of such date. As of December 31, 2015, the Company has received net proceeds of
$502,000 under the security purchase agreement.

The terms of the Securities Purchase Agreement contain certain negative covenants by the company, unless consent of
purchasers holding at least 75% of the aggregate principal amount of the outstanding debentures, including
prohibitions on: incurrence of certain indebtedness and liens, amendment to our articles of incorporation or bylaws,
repayment or repurchase of the company’s common stock or debts, sell substantially all of its assets or merger with
another entity, pay cash dividends or enter into any related party transactions. The Company granted investors certain
pro-rata rights of first refusal on future offerings by the company for as long as the investor(s) beneficially own any of
the debentures.

The debentures are convertible into shares of the company’s common stock at a conversion price equal to 65% of the
lowest traded price of its common stock for the twenty trading days prior to each conversion date subject to
adjustment. The conversion price of the debentures is subject to proportional adjustment in the event of stock splits,
stock dividends and similar corporate events. In addition, the conversion price is subject to adjustment if the company
issues or sells shares of its common stock for a consideration per share less than the conversion price then in effect, or
issue options, warrants or other securities convertible or exchange for shares of its common stock at a conversion or
exercise price less than the conversion price of the debentures then in effect. If either of these events should occur, the
conversion price is reduced to the lowest price at which these securities were issued or are exercisable.

At the time of issuance and until December 31, 2015, the Company determined that the conversion provisions
embedded in issued convertible debentures did not meet the defined criteria of a derivative in such that the net
settlement requirement of delivery of common shares does not meet the “readily convertible to cash” as described in
Accounting Standards Codification 815 and therefore bifurcation was not required. There was no established market
for the Company’s common stock. As of December 31, 2015, the Company determined a market had been established
for the Company’s common stock and accordingly, reclassified from equity to liability treatment the initial previously
recorded beneficial conversion feature of the conversion provision of $270,306.
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The Company determined the fair value of the embedded conversion provisions of the debentures of $2,085,898 at
December 31, 2015 using the Multinomial Lattice pricing model and the following assumptions: estimated contractual
terms, a risk free interest rate of 1.76%, a dividend yield of 0%, and volatility of 56.38%. The fair value derivative
liability of $2,085,898 was recorded as a liability in the accompanying balance sheet at December 31, 2015 and a
charge to current period interest of $1,815,592 representing the excess in fair value of the liability from the initially
recorded beneficial conversion feature reclassified from equity.

For the three months ended December 31, 2015 and 2014, the Company amortized $13,975 and $-0- of debt discount
and original issuance discounts to current period operations as interest expense, respectively.

Under the terms of a Registration Rights Agreement entered into as part of the offering, the company agreed to file a
registration statement with the Securities and Exchange Commission within 60 days of the closing date covering the
public resale of the shares of common stock underlying the debentures, and to use its best efforts to cause the
registration statement to be declared effective within 180 days from the closing date. Should the number of shares of
common stock the company is permitted to include in the initial registration statement be limited pursuant to Rule 415
of the Securities Act of 1933, the company further agreed to file additional registration statements with the SEC to
register any remaining shares. The Company will pay all costs associated with the registration statements, other than
underwriting commissions and discounts. The parties to the Registration Rights Agreement have agreed to defer the
Company’s obligation to file the a registration statement until further notice by the holders of the convertible debt.

8. DERIVATIVE LIABILITIES

As described in Note 7, the Company issued convertible notes that contain conversion features and reset provision.
The accounting treatment of derivative financial instruments requires that the Company record fair value of the
derivatives as of the inception date and to fair value as of each subsequent reporting date.

9. STOCKHOLDERS’ DEFICIT

Preferred stock

The Company is authorized to issue 20,000,000 shares of $0.0001 par value preferred stock as of December 31, 2015
and September 30, 2015. As of December 31, 2015, the Company has designated and sold 2,000,000 shares of Series
A Preferred Stock.
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PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

Common stock

The Company is authorized to issue 500,000,000 shares of $0.0001 par value common stock as of December 31, 2015
and September 30, 2015. As of December 31, 2015 and September 30, 2015, the Company had 78,420,404 and
63,044,404 common shares issued and outstanding, respectively.

During the three months ended December 31, 2015, the Company issued 14,876,000 shares of its common stock in
settlement of $24,438 of promissory notes.

During the three months ended December 31, 2015, the Company issued 500,000 shares of its common stock to
acquire EXO on December 16, 2015 as discussed in Note 1.

Warrants

The following table summarizes information with respect to outstanding warrants to purchase common stock of the
Company, all of which were exercisable, at December 31, 2015:

Exercise Number Expiration
Price Outstanding Date
$ 0.25 13,797,242 July 2018

In Connection with the merger agreement, the Company issued an aggregate of 13,797,2422 warrants to acquire the
Company’s common stock at $0.25 per share for a period of three years. 11,411,512 warrants were issued as part of the
exchange consideration to acquire 100% of the common stock of Pizza Fusion and 2,385,730 shares were issued in
exchange for previously issued and outstanding warrants of Pizza Fusion Holdings, Inc.
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A summary of the warrant activity for the three months ended December 31, 2015:

Weighted- Weighted-Average
Average Remaining Aggregate

Shares Exercise
Price Contractual Term Intrinsic

Value
Outstanding at September 30, 2015 13,797,242 $ 0.25 3.00 $-
Grants -
Exercised -
Canceled -
Outstanding at December 31,2015 13,797,242 $ 0.25 2.50 $-

Vested and expected to vest at December 31, 2015 13,797,242 $ 0.25 2.50 $37,528,498
Exercisable at December 31, 2015 13,797,242 $ 0.25 2.50 $37,528,498

The aggregate intrinsic value in the preceding tables represents the total pretax intrinsic value, based on warrants with
an exercise price less than the Company’s stock price of $2.97 as of December 31, 2015, which would have been
received by the warrant holders had those warrant holders exercised their warrants as of that date.

10. COMMITMENTS AND CONTINGENCIES

Planned Joint Venture

In 2015, the Company formed Shaker & Pie, Inc, a Florida corporation that is expected to enter into a joint venture
agreement with an unrelated third party that will own and operate the initial Shaker & Pie location. Shaker & Pie is a
new interactive restaurant concept combining wood-fired pizzas with healthy, hearty Italian-influenced street food.
Under the terms of the planned joint venture, the Company plans to own 51% of the joint venture entity. Prior to
September 30, 2015, Shaker & Pie, Inc. was inactive.

Debt assumption/indemnification

In connection with the merger on July 1, 2015, previous officers of PF Hospitality Group, Inc. assumed and
indemnified the Company for an aggregate of $590,990 outstanding debt, all of which was considered old,
unidentified and considered due by the previous management.

Edgar Filing: PF Hospitality Group, Inc. - Form 10-Q

34



- 15 -

Edgar Filing: PF Hospitality Group, Inc. - Form 10-Q

35



PF HOSPITALITY GROUP, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2015

Litigation

The Company is subject at times to legal proceedings and claims, which arise in the ordinary course of its business.
Although occasional adverse decisions or settlements may occur, the Company believes that the final disposition of
such matters should not have a material adverse effect on its financial position, results of operations or liquidity. There
was no outstanding litigation as of December 31, 2015.

11. RELATED PARTY TRANSACTIONS

The Company’s current and former officers and stockholders advance funds to the Company for travel related and
working capital purposes. As of December 31, 2015 and September 30, 2015, there were no related party advances
outstanding.

As of December 31, 2015 and September 30, 2015, accrued compensation due officers and executives included in
accounts payable was $696,158 and $670,839, respectively.

12. FAIR VALUE MEASUREMENTS

ASC 825-10 defines fair value as the price that would be received from selling an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. When determining the fair value
measurements for assets and liabilities required or permitted to be recorded at fair value, the Company considers the
principal or most advantageous market in which it would transact and considers assumptions that market participants
would use when pricing the asset or liability, such as inherent risk, transfer restrictions, and risk of nonperformance.
ASC 825-10 establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. ASC 825-10 establishes three levels of inputs
that may be used to measure fair value:
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●Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities;

●Level 2: Quoted prices in markets that are not active, or inputs which are observable, either directly or indirectly, for
substantially the full term of the asset or liability; or

●Level 3: Prices or valuation techniques that require inputs that are both significant to the fair value measurement and
are unobservable.

Items recorded or measured at fair value on a recurring basis in the accompanying unaudited condensed consolidated
financial statements consisted of the following items as of December 31, 2015:

Level
1

Level
2 Level 3 Total

Long-term investments $ – $ – $– $–
Total $ – $ – $– $–
Derivative liabilities $ – $ – $2,085,898 $2,085,898
Total $ – $ – $2,085,898 $2,085,898

The table below sets forth a summary of changes in the fair value of the Company’s Level 3 financial liabilities
(derivative liability) for the three months ended December 31, 2015.

Three months ended December 31, 2015:

Derivative
Liabilities

Balance, April 1, 2015 $-

Transfers in from equity the initial beneficial conversion feature 270,306

Adjustment to interest expense the excess of fair value of fair value of derivative liabilities 1,815,592

Balance, December 31, 2015 $2,085,898

Total charge for the three month period included in earnings relating to the liabilities held at December
31, 2015 $606,908

Level 3 Liabilities were comprised of our bifurcated convertible debt features on our convertible notes (see Note 8).
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13. SUBSEQUENT EVENTS

None.
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Item 2 – MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.

Overview

We are a management firm which creates, cultivates, and operates innovative and healthy lifestyle brands within the
restaurant and retail industries. We focus on consumer food service concepts that is founded on a franchised and
multi-unit business model in the retail, fast-casual, and casual restaurant sector. As the creator and current advisor
organization of the all-natural and organic pizza franchise, Pizza Fusion, we are seeking to expand our innovative food
service with an emphasis on sustainability and community impact. Currently with locations in selected markets in the
United States, Saudi Arabia, and the United Arab Emirates, we are poised to rollout new concepts we plan to develop
and manage.

Following the completion of our merger with PF Hospitality Group and the sale of a $1.3 million principal amount of
convertible debentures we are now in a position to make an impact on the food and hospitality industry this coming
year for critical growth and smart expansion. We believe successful investing begins with providing a compelling
value proposition to the consumer combined with a unique and innovative concept, to all business constituencies.
With that in mind, on a daily basis we strive to consistently deliver passion, innovation, creativity, and financial
growth to all of our stakeholders who make this possible.

In 2014 and the early part of 2015, we franchised two new Pizza Fusion locations in Dubai, UAE. Continuing to
follow progress of our Pizza Fusion expansion of units within the Middle East, we plan to narrow our focus on the
rebranding of the Pizza Fusion concept. Part of this effort will be building strong sales growth of existing restaurants
with the introduction of new and innovative menu offerings. We are also looking into physical refurbishments to
individual Pizza Fusion establishments, and assessing key investments in mobile technology designed to engage the
brand’s growing, savvy audience. Pizza Fusion is a fast-casual pizza restaurant that utilizes primarily organic and
all-natural ingredients. In addition to pizza, Pizza Fusion establishments serve appetizers, salads, sandwiches, desserts,
natural sodas, teas, juices, beer and wine. Restaurants are typically 1,200 to 2,400 square feet. The average lunch
check is $8.00 per person and the average dinner check is $11.00 per person.

Shaker & Pie

Our newest concept, Shaker & Pie, is a new interactive restaurant concept combining wood-fired pizzas with healthy,
hearty Italian-influenced street food. An “interactive restaurant” expands upon the traditional restaurant concept by
incorporating an interactive experience that might include the use of tablets to place orders, and social interaction on
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social media, including the use of on-line reservations or on-line ordering. We expect Shaker & Pie will provide a
lasting impression on the South Florida restaurant arena, where the flagship location is slated to open in the fourth
fiscal quarter of 2016 in the Mizner Park area of affluent, Boca Raton, Florida. Boca Raton’s Mizner Park is a
pioneering downtown mixed-use project that includes 236,000 square feet of retail space, 267,000 square feet of office
space, luxury retail apartments, town homes and cultural arts space, as well as a 5,000-person-capacity open-air
amphitheater and was named one of America’s Top Public Places in 2010 by the American Planning Association. In
addition, Boca Raton has been rated among the best places to start a new restaurant by the personal finance website
NerdWallet.com. We are in the final stages of entering into a joint venture agreement with Sub-Culture Restaurant
Group, an unrelated third party familiar with the operations of similar restaurant concepts for our initial Shaker & Pie
location to utilize our executive management and marketing know-how and utilize our planned joint venture partner’s
restaurant operating experience. It is expected that we will own a controlling interest in the joint venture and that we
will be responsible for all conceptual design and brand direction, as well as share in the operating and marketing
responsibilities of the restaurant. The flagship Shaker & Pie is expected to occupy approximately 3,638 square feet
and, based on the currently proposed menu, the expected average cost for lunch will be $12.00 per person and $15.00
per person for dinner.

In addition, we are exploring ways to broaden our reach into the hospitality space as we seek to add and develop
brands from the natural and organic space into our current and planned locations and are respond to the changing
demographics driven by millennials. As part of this effort, we granted Aramark Food and Support Services Group,
Inc. (“Aramark”) the non-exclusive right to operate Pizza Fusion restaurants within Aramark’s U.S. network of colleges,
universities, sports complexes, healthcare facilities and entertainment venues at locations to be agreed on by us and
Aramark pursuant to a Test License Agreement. No locations to be operated under this agreement have been identified
as of the date of this report.
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EXO

In addition, we are expanding our presence in the health and fitness space following our acquisition of EXO:EXO,
Inc., (“EXO”), a designer and producer of active wear brands offered in national fitness retailers in the U.S. We acquired
EXO pursuant to the terms of a stock exchange agreement (the “Stock Exchange Agreement”) we entered into and
closed on with EXO and Sloane McComb (EXO’s sole shareholder) on December 16, 2015. Pursuant to the Stock
Exchange Agreement, we acquired all of the issued and outstanding shares of EXO common stock from Ms. McComb
in exchange for (i) the issuance to Ms. McComb of 500,000 shares of our unregistered common stock, (ii) a payment
of $25,000 to Ms. McComb, (iii) the payment of up to $20,000 to a third party for the payment of certain debts of
EXO, and (iv) contingent consideration of up to 700,000 shares of our unregistered common stock in the following
amounts upon attainment of EXO gross sales targets in any calendar year following the closing: 100,000 shares if
EXO attains gross sales of at least $250,000 but less than $500,000, an additional 150,000 shares if EXO attains gross
sales of at least $500,000 but less than $750,000, an additional 200,000 shares if EXO attains gross sales of at least
$750,000 but less than $1,000,000 and an additional 250,000 shares if EXO attains gross sales of at least $1,000,000
(the “Contingent Consideration”). In order earn the Contingent Consideration, Ms. McComb must be employed by us
for the full calendar year during which the annual performance target has been achieved unless such target has been
met prior to her separation. In addition to the purchase price, we agreed to invest $50,000 into EXO for inventory,
marketing and working capital purposes. Pursuant to the Stock Exchange Agreement, EXO will be a wholly owned
subsidiary of the Company upon the closing of the Stock Exchange.

In connection with the closing under the Stock Exchange Agreement, EXO entered into an employment agreement
with Ms. McComb, pursuant to which Ms. McComb has been engaged as the President of EXO for a term
commencing on the closing and ending on December 21, 2019, subject to automatic extensions if neither party has
given the other notice that it does not wish to extend the agreement. Ms. McComb will receive an initial salary based
on an annual rate to $40,000 for the balance of 2015, $45,000 for 2016 and $50,000 for 2017, and will receive a
quarterly bonus equal to 20% EXO’s EBITDA in the prior quarter, and other benefits as determined by the company’s
board of directors.

We expect that this group will drive solid opportunities for expansion. We believe that leveraging our infrastructure
and operations team will lead to potential acquisitions of undervalued brands in need of our managerial talent and cost
control procedures.

Results of Operations

Three months Ended December 31, 2015 Compared to Three Months Ended December 31, 2014
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Total Revenue. For three months ended December 31 2015, total revenue decreased by $20,146 to $32,244 compared
to $ 52,390 in the same period in fiscal 2014. Revenue for the three months ended December 31, 2015 was comprised
of $30,077 royalty income and $2,167 sales from our recently acquired EXO subsidiary as compared to royalty
income of $52,390 for the same period last year.

The reduction in royalty income is due to two units that left the franchise system as part of a settlement in fiscal 2014
and the absence of income we recognized in fiscal 2014 as part of that settlement. As a result of the reduction in
franchised units, there were nine franchised restaurants operating in the United States at December 31, 2014 and six
restaurants operating at December 31, 2015.

Sales from our newly acquired EXO subsidiary was $2,167 from the date of our acquisition of December 16, 2015
through December 31, 2015.

Cost of sales. Cost of sales was $498 or 23% of related sales for the three months ended December 31, 2015 giving us
a gross profit from sales of $1,669 or 77%. We did not have sales/cost of sales for same period in 2014.

Total Operating Expenses. For three months ended December 31, 2015, total operating expenses increased 21.6% to
$175,414 compared to $144,198 for same period in fiscal 2014. This increase was primarily due to an increase of
$22,024 in selling, general and administrative expense due to our acquisition of Pizza Fusion Holdings, Inc., SEC
reporting obligations and compliance with our SEC filing obligations and $8,980 in payroll expense.

Interest expense. During the three months ended December 31, 2015, we had outstanding convertible debentures with
an embedded derivative, at December 31, 2015, we determined a market had been established for our common stock
and accordingly, reclassified from equity to liability treatment the initial previously recorded beneficial conversion
feature of the conversion provision of $270,306 and recorded an interest charge of $1,815,592 in establishing the
initial fair value of the conversion option.

Net Loss. As a result of the above, the net loss for three months ended December 31, 2015 increased $1,888,004, or
2100.9 %, to $1,977,870 compared to $89,866 in the same period, last year.

Liquidity and Capital Resources

Liquidity is the ability of an enterprise to generate adequate amounts of cash to meet its needs for cash requirements.
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Three Months Ended December 31, 2015 Compared to Three Months Ended December 31, 2014

As of December 31, 2015, our working capital deficit amounted to $ 959,633, an increase of $ 15,143 as compared to
working capital deficit of $944,490 as of September 30, 2015. This increase is primarily a result of a 6,638 reduction
in total current assets and by a $8,505 increase in current liabilities. Working capital at September 30, 2015 included
primarily cash and cash equivalents of $258,265, accounts receivable of $5,688, inventory of 17,577 and prepaid and
other current assets of $5,103, offset by accounts payable and accrued liabilities of $ 936,634, advances of $218,361,
convertible notes payable of $41,271 and $50,000 of notes payable.
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Cash used in operating activities of $129,857 during three months ended December 31,2015 was primarily attributable
to a net loss of $1,977,870, partially offset by non-cash interest of $1,815,592, depreciation and amortization of
$18,276 and changes in operating assets and liabilities of $14,145.

Cash used in investing activities was $47,163 during three months ended December 31, 2015 comprised of $22,163
net cash component of the acquisition of EXO and purchase of property and equipment principally related to design
and related costs associated with a planned new restaurant of $25,000.

Cash provided by financing activities of $162,500 during three months ended December 31, 2015 was attributable to
proceeds from issuance of convertible notes of $150,000 and advances of $12,500 from the Company’s prospective
joint venture partner for the proposed Shaker & Pie restuarant. Cash provided by financing activities of $106,500
during three months ended December 31, 2014 was attributable to proceeds from advances.

Capital Resources

We expect to incur a minimum of $1,555,000 in expenses during the next twelve months of operations as we launch
our planned Shaker and Pie restaurant concept, acquisition of new restaurant concepts and manage our current
franchise operations. We estimate that this will be comprised of approximately $1,055,000 towards leasehold
improvements and launch costs. Additionally, approximately $500,000 will be needed for general overhead expenses
such as for corporate legal and accounting fees, office overhead and general working capital. We have not determined
the amount of funds needed to finance companies we are seeking to acquire. We plan to fund these costs from the
proceeds of our $1.3 million principal amount convertible debentures and approximately $600,000 in capital
contributions from our planned joint venture partner for the initial Shaker and Pie location. In the event we run into
cost overruns or lower than anticipated revenues from the Shaker and Pie operation, we will have to raise the funds to
pay for these expenses. We potentially will have to issue debt or equity, obtain capital from our joint venture partner
or enter into a strategic arrangement with other third parties.

There can be no assurance that additional capital will be available to us. Other than our $1.3 million principal amount
convertible debentures and our discussions with our proposed joint venture partner for the our initial Shaker and Pie
location, we currently have no agreements, arrangements or understandings with any person to obtain funds through
bank loans, lines of credit or any other sources. Since we have no other such arrangements or plans currently in effect,
our inability to raise funds for the above purposes that exceed our current working capital, the funding schedule in our
$1.3 million principal amount convertible debentures and the funds from our planned joint venture partner will have a
severe negative impact on our ability to remain a viable company.
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Off-Balance Sheet Arrangements

As of December 31 , 2015, Pizza Fusion did not have any off-balance sheet arrangements that have or are reasonably
likely to have a current or future effect on its financial condition, changes in financial condition, revenues or expenses,
results of operations, liquidity, capital expenditures or capital resources that are material to investors. The term
“off-balance sheet arrangement” generally means any transaction, agreement or other contractual arrangement to which
an entity unconsolidated with us is a party, under which we have any obligation arising under a guarantee contract,
derivative instrument or variable interest or a retained or contingent interest in assets transferred to such entity or
similar arrangement that serves as credit, liquidity or market risk support for such assets.

Auditor’s Opinion Expresses Doubt About the Company’s Ability to Continue as a “Going Concern”

The independent auditor’s report on our September 30, 2015 consolidated financial statements states that the
Company’s historical losses and accumulated deficiency raise substantial doubts about the Company’s ability to
continue as a going concern, due to the losses incurred and deficiency. If we are unable to develop our business, we
will have to reduce, discontinue operations or cease to exist, which would be detrimental to the value of the Company’s
common stock. We can make no assurances that our business operations will develop and provide us with significant
cash to continue operations.

In order to continue as a going concern, we will need, among other things, additional capital resources. Management’s
plan is to obtain such resources for our capital needs by obtaining capital from management and significant
shareholders sufficient to meet its operating expenses and planned expansion and seeking equity and/or debt
financing. However management cannot provide any assurances that we will be successful in accomplishing any of
our plans.

Our ability to continue as a going concern is dependent upon our ability to successfully accomplish the plans
described in the preceding paragraph and eventually secure other sources of financing and attain profitable operations.
The accompanying financial statements do not include any adjustments that might be necessary if we were unable to
continue as a going concern.
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Critical Accounting Policies

We have identified the following policies below as critical to its business and results of operations. Our reported
results are impacted by the application of the following accounting policies, certain of which require management to
make subjective or complex judgments. These judgments involve making estimates about the effect of matters that are
inherently uncertain and may significantly impact quarterly or annual results of operations. For all of these policies,
management cautions that future events rarely develop exactly as expected, and the best estimates routinely require
adjustment. Specific risks associated with these critical accounting policies are described in the following paragraphs.

Estimates. The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Impairment of Long-Lived Assets. The Company continually monitors events and changes in circumstances that could
indicate carrying amounts of long-lived assets may not be recoverable. When such events or changes in circumstances
are present, the Company assesses the recoverability of long-lived assets by determining whether the carrying value of
such assets will be recovered through undiscounted expected future cash flows. If the total of the future cash flows is
less than the carrying amount of those assets, the Company recognizes an impairment loss based on the excess of the
carrying amount over the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying
amount or the fair value less costs to sell.

Fair value of Financial Instruments. The fair value of cash and cash equivalents, royalties receivable, prepaid
expenses and other assets, accounts payable and accrued liabilities, deferred income, approximates the carrying
amount of these financial instruments due to their short-term nature. The fair value of long-term debt, which
approximates its carrying value, is based on current rates at which we could borrow funds with similar remaining
maturities.

Derivative Liability The Company accounts for derivatives in accordance with ASC 815, which establishes accounting
and reporting standards for derivative instruments and hedging activities, including certain derivative instruments
embedded in other financial instruments or contracts and requires recognition of all derivatives on the balance sheet at
fair value, regardless of hedging relationship designation. Accounting for changes in fair value of the derivative
instruments depends on whether the derivatives qualify as hedge relationships and the types of relationships
designated are based on the exposures hedged. At December 31, 2015 and September 30, 2015, the Company did not
have any derivative instruments that were designated as hedges.
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Stock-based Compensation. The Company follows the provisions of ASC 718 which requires all share-based
payments to employees, including grants of employee stock options, to be recognized in the statement of operations
based on their fair values. The Company uses the Black-Scholes pricing model for determining the fair value of
stock-based compensation.

Revenue Recognition Revenue is recognized when persuasive evidence of an arrangement exists, delivery of the
product or service has occurred, all obligations have been performed pursuant to the terms of the agreement, the sales
price is fixed or determinable, and collectability is reasonably assured.

Royalty income

In connection with its franchising operations, the Company receives initial franchise fees, area development fees,
franchise deposits and royalties which are based on sales at franchised restaurants.

Franchise fees, which are typically received prior to completion of the revenue of the revenue recognition process, are
deferred when received. Such fees are recognized as income when substantially all services to be performed by the
Company and conditions related to the sale of the franchise have been performed or satisfied, which generally occurs
when the franchised restaurant commences operations.

Development agreements require the developer to open a specified number of restaurants in the development area
within a specified time period or the agreements may be cancelled by the Company. Fees from development
agreements are deferred when received and recognized as income as restaurants in the development area commence
operations on a pro rata basis to the minimum number of restaurants required to be open.

Deferred franchise fees and development fees are classified as current or long term in the financial statements based
on the projected opening date of the restaurants. Royalty fees, which are based upon a percentage of franchise sales,
are made by the franchisee.
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Sales

Sales are generated from an online process either through a web site or through third party providers such as Amazon.
Collections are received at the point of sales.

During the three months ended December 31, 2015, sales were comprised of sports products from the Company’s
wholly owned subsidiary, EXO:EXO, Inc.

Recent Accounting Pronouncements

We implemented all new accounting standards that are in effect and that may impact its consolidated financial
statements. We do not believe that there are any other new accounting pronouncements that have been issued that
might have a material impact on the consolidated financial position or results of operations.

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, as such,
are not required to provide the information under this item.

ITEM 4 – CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act that
are designed to ensure that information required to be disclosed in our reports filed or submitted to the SEC under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified by the SEC’s rules
and forms, and that information is accumulated and communicated to management, including our Chief Executive
Officer and President who acts as our chief financial and accounting officer, as appropriate, to allow timely decisions
regarding required disclosures. Our Chief Executive Officer and President evaluated the effectiveness of disclosure
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controls and procedures as of December 31, 2015 pursuant to Rule 13a-15(b) under the Exchange Act. Based on that
evaluation, our Chief Executive Officer and President concluded that, as of the end of the period covered by this
report, the Company’s disclosure controls and procedures were not effective to ensure that information required to be
included in our periodic SEC filings is recorded, processed, summarized, and reported within the time periods
specified in the SEC rules and forms.

Management identified the following material weakness and significant deficiencies in its disclosure controls and
procedures as of December 31, 2015:

●
Material Weakness – The Company did not maintain effective controls over certain aspects of the financial reporting
process because we lacked a sufficient complement of personnel with a level of accounting expertise and an
adequate supervisory review structure that is commensurate with our financial reporting requirements.

●Significant Deficiencies – Inadequate segregation of duties.

We expect to be materially dependent upon a third party to provide us with accounting consulting services for the
foreseeable future. Until such time as we have a chief financial officer with the requisite expertise in U.S. GAAP,
there are no assurances that the material weaknesses and significant deficiencies in our disclosure controls and
procedures and internal control over financial reporting will not result in errors in our financial statements which
could lead to a restatement of those financial statements.

Our management, including our Chief Executive Officer and President, does not expect that our disclosure controls
and procedures or our internal controls will prevent all error and all fraud. A control system, no matter how well
conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control 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. Due to 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 our
company have been detected.

Changes in Internal Control over Financial Reporting

No changes were made to our internal control over financial reporting during the three months ended December 31,
2015 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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PART II – OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Occasionally, we may be involved in litigation matters relating to claims arising from the ordinary course of business.
We do not believe that there are any claims or actions pending or threatened against us, the ultimate disposition of
which would have a material adverse effect on our business, results of operations and financial condition.

ITEM 1A – RISK FACTORS

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

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

During the three months ended December 31, 2015, the Company converted debt and accrued interest totaling
$24,438 into 14,876,000 shares of its common stock.

These shares of our common stock were issued in reliance on the exemption from registration provided by Section
3(a)(9) of the Securities Act of 1933, as amended (the “Securities Act”).

ITEM 3 – DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4 – MINE SAFETY DISCLOSURES
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Not Applicable.

ITEM 5 – OTHER INFORMATION

None.

ITEM 6 – EXHIBITS

31.1Certification of Principal Executive Officer pursuant to 13a-14(a) under the Securities Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2Certification of Principal Financial Officer pursuant to 13a-14(a) under the Securities Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1Certification of the Principal Financial Officer pursuant to 18 U.S.C Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

32.2Certification of the Principal Financial Officer pursuant to 18 U.S.C Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Schema

101.CALXBRL Taxonomy Calculation Linkbase

101.DEF XBRL Taxonomy Definition Linkbase

101.LABXBRL Taxonomy Label Linkbase

101.PRE XBRL Taxonomy Presentation Linkbase
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/ Vaughan Dugan Chief Executive Officer and Director February 17, 2016
Vaughan Dugan (principal executive officer)

/s/ Randy Romano President and Director February 17, 2016
Randy Romano (principal financial and accounting officer)
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