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Disclosure Regarding Forward-Looking Statements 

 

Any references to “Tix” (which may be referred to as the “Company”, “we”, “us” or “our”) means Tix Corporation and its 

subsidiaries, or one of our segments or subsidiaries, as the context requires. You should read the following discussion of our financial 

condition and results of operations together with the unaudited consolidated financial statements and notes to the financial statements 

included elsewhere in this annual report. 
 

Forward-looking statements include, but are not limited to, statements about our financial position, business strategy, competitive 

position, potential growth opportunities, potential operating performance improvements, and the effects of competition, the effects of 

future legislation or regulations and plans and objectives of our management for future operations. We have based our forward-looking 

statements on our management’s beliefs and assumptions based on information available to our management at the time the statements 

are made. Use of the words ―may,‖ ―should,‖ ―continue,‖ ―plan,‖ ―potential,‖ ―anticipate,‖ ―believe,‖ ―estimate,‖ ―expect,‖ ―intend,‖ 

―outlook,‖ ―could,‖ ―project,‖ ―seek,‖ ―predict‖ or variations of such words and similar expressions are intended to identify forward-

looking statements but are not the exclusive means of identifying such statements. 
 

Forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties that could cause actual 

results to differ materially from those in such statements. Factors that could cause actual results to differ from those discussed in the 

forward-looking statements include, but are not limited to, those set forth under Item 1A. — Risk Factors in both our 2009 Form 10-K 

and this annual report, as well as other factors described herein or in our annual, quarterly and other reports we previously filed with the 

Securities and Exchange Commission (―SEC‖) or may now submit to the OTCQX (collectively, ―cautionary statements‖). Based upon 

changing conditions, should any one or more of these risks or uncertainties materialize, or should any underlying assumptions prove 

incorrect, actual results may vary materially from those described in any forward-looking statements. All subsequent written and oral 

forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by the applicable 

cautionary statements. We do not intend to update these forward-looking statements, except as required by applicable law. 
 

Available Information 

 

On September 28, 2010, the Company announced its plans to delist from the NASDAQ Capital Market and move its stock listing to the 

OTCQX marketplace.  In addition, the Company announced its intention to deregister its common stock under the Securities Exchange 

Act of 1934, as amended, subject to the approval of the Securities and Exchange Commission (SEC).  The Company moved its stock 

listing to the OTCQX marketplace on October 15, 2010 and the Company filed a Form 15 to deregister its common stock with the SEC 

on November 5, 2010.  By deregistering the Company’s common stock with the SEC, the Company is no longer required to file annual, 

quarterly and current reports with the SEC.  As part of the OTCQX listing requirements, the Company is required to prepare and post 

material news, quarterly financial reports and annual audited financial reports on the OTCQX’s website.  Although the Company is no 

longer required to file certain SEC reports, there are some references throughout this document to former filings with the SEC. These 

references are integral to the readers’ understanding of these financial statements and should be read in conjunction with this annual 

report.   
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PART A – GENERAL COMPANY INFORMATION 

 

Item I. The Exact Name of the Issuer and its Predecessor (if any). 

 

Exact name of the issuer:  Tix Corporation 

Exact names of predecessor entities in the past five years and dates of name changes: N/A 

 

Item II. The Address of the Issuer’s Principal Executive Offices. 

 

Principal Executive Offices: 12711 Ventura Blvd., Suite 340 

     Studio City, CA 91604 

Telephone: (818)761-1002 

    Facsimile: (818)761-1072 

    Website:  www.tixcorp.com 

 

Investor Relations:  Steve Handy, CFO 

Tix Corporation 

    12711 Ventura Blvd., Suite 340 

    Studio City, CA 91604 

Telephone: (818)761-1002 

 

Item III. The Jurisdiction and Date of the Issuer’s Incorporation or Organization. 

 

The Company was incorporated in the State of Delaware in April 1993. 

  

http://www.tixcorp.com/
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PART B – SHARE STRUCTURE 

 

Item IV. The Exact Title and Class of Securities Outstanding 

 

Tix Corporation has only one class of stock currently outstanding. 

 

Title:  Common Stock, par value $0.08  

CUSIP:  888733102 

Symbol:  TIXC 

 

In addition, Tix Corporation has issued options and warrants to purchase shares of its common stock. 

 

Item V.  Par or Stated Value and Description of the Security 

 

The Company’s outstanding securities consist solely of shares of common stock, par value $0.08 per share.  The holders of common 

stock are entitled to one vote per share on all matters submitted to a vote of the stockholders.  Holders of common stock do not have 

cumulative voting rights.  Therefore, holders of more than 50% of the shares of common stock are able to elect all of the Company’s 

directors eligible for election in a given year.  The holders of common stock are entitled to dividends if declared by the Board of 

Directors.  There are no redemption or sinking fund provisions applicable to the common stock, and holders of common stock are not 

entitled to any preemptive rights with respect to additional issuances of common stock by the Company. 

 

The Company’s Certificate of Incorporation authorizes 500,000 shares of preferred stock.  The Company may issue these shares of 

preferred stock without the approval of the holders of common stock.  The Board of Directors has the discretion to issue the preferred 

stock in such series and with such preferences and rights as it may designate.   

 

The Company’s by-laws require advance notice relating to certain stockholder business and board of director nominees to be considered 

at stockholder meetings.  Under the Company’s by-laws, stockholders are not permitted to call special meetings of stockholders unless 

they own a majority of the capital stock of the Company. 

 

Item VI. The Number of Shares of Total Amount of Securities Outstanding for Each Class of Securities Authorized.  

 

 

Class As of 

Number of 

Shares 

Authorized 

Number of 

Shares 

Outstanding 

Freely Tradable 

Shares or Public 

Float 

Total Number of 

Beneficial 

Stockholders 

Total Number of 

Stockholders of 

Record 

Common Stock December 31, 2010 100,000,000 24,856,893 19,390,000 1,960 210 

Preferred Stock December 31, 2010 500,000 - - - - 

       

Common Stock December 31, 2009 100,000,000 31,123,257 19,248,000 1,930 216 

Preferred Stock December 31, 2009 500,000 - - - - 
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PART C – Business Information 

 

Item VII. The Name and Address of the Transfer Agent 

 

Transfer Agent:   Computershare 

     2 North LaSalle Street 

     Chicago, IL 60602 

     (312)588-4730 

 

Computershare is currently registered under the Securities Exchange Act of 1934, as amended, and is an authorized transfer agent 

subject to regulation by the U.S. Securities and Exchange Commission. 

 

Item VIII. The Nature of the Issuer’s Business 

 

Tix Corporation is an entertainment company providing discount ticketing, discount dinner reservations and branded event 

merchandising.  The Company is a corporation formed in the State of Delaware in April 1993. Its principal executive offices are located 

at 12711 Ventura Blvd, Suite 340, Studio City, California 91604. Its principal website is www.tixcorp.com. Tix Corporation is listed on 

the OTCQX, trading under the symbol ―TIXC.‖ Our fiscal year-end is December 31.  

 

Our Business Strategy 
 

We operate two business segments named Ticketing Services and Exhibit Merchandising.  Ticketing services is comprised of our 

subsidiary Tix4Tonight, LLC and Exhibit Merchandising is comprised of our subsidiary Exhibit Merchandising, LLC.  Our broad 

strategic goals are to be the leading discount ticket seller in the United States and a leading branded event merchandising company. We 

are pursuing these strategic goals through both internal and external means. Internally, we are looking at opportunities to enhance both 

revenue and operating income by increasing market share, focusing on internal cost controls and streamlining our operating procedures.  

Externally, we are looking for growth opportunities through the acquisition of complementary businesses and exploitation of new and 

existing market opportunities.  In order to achieve our objectives and successfully implement our strategies, we have made and expect to 

continue to pursue investments and acquisitions that contribute to the above goals where the valuations, returns, and growth potential are 

consistent with our long-term goal of increasing shareholder value. 

 

Primary and secondary SIC codes: 

 

Primary - 799973, Ticket Service 

Secondary - 539901, General Merchandise-Retail: 

 

Our History   

 

Prior to November 2002, we were in an unrelated business. From November 2002, our principal business activity is the sale of tickets 

for Las Vegas shows at a discount from the original box office price on the day of the performance, through our wholly-owned 

subsidiary, Tix4Tonight, LLC.   

 

In March 2007, we acquired the assets of John’s Tickets, LLC, which was a premium ticket reseller of live theatre, concerts and sporting 

events for which we subsequently ceased offering premium ticket services in 2010.   

 

In August 2008, we acquired the assets of Exhibit Merchandising, LLC.  Exhibit Merchandising owns and operates complete turnkey 

retail stores that are leased in conjunction with the exhibits that they are supporting, stocked with commercially-available and extensive 

custom-branded products for sale in addition to professional management that complements the exhibition or theatrical production it 

represents.   

In January 2008, we acquired two live theatrical and concert production companies: Magic Arts & Entertainment, LLC and NewSpace 

Entertainment, Inc. which we merged into our live entertainment subsidiary under the name Tix Productions, Inc. (―TPI‖).  In September 

2010, the Company announced that it had retained the investment banking firm, B. Riley & Co., LLC ("B. Riley") as its financial 

advisor to explore certain strategic alternatives including the sale of TPI. After considering TPI's potential and consulting with B. Riley, 

among other things, the Company determined that the sale of TPI was in the best interests of its stockholders as it would allow the 

Company to focus on its core discount ticket operations. B. Riley performed a full market test which included contacting and gauging 

interest from a wide range of strategic and financial buyers. B. Riley received no offers for TPI that matched or exceeded the offer from 

TPI's management. In December 2010, the Company entered into a Securities Purchase Agreement to sell TPI to members of TPI's 

management.  Under the terms of the agreement, the Company sold 100% of the outstanding capital stock of TPI to TPI's management 

in exchange for approximately 2,333,333 shares of the Company's common stock.  TPI is obligated to pay the Company up to $487,000 

from distributions it receives from the Company's previous investments in "American Idiot" and "Rain - A Tribute to the Beatles on 

Broadway," both of which are currently performing on Broadway.  B. Riley provided a fairness opinion to the Company in connection 



7 

 

with the sale of TPI that indicated the consideration to be received by the Company from TPI’s management is fair, from a financial 

point of view.  In December 2010, the Company completed the sale of TPI to members of TPI's management.   

In February 2011, our subsidiary Tix4Tonight acquired certain assets and assumed certain leases of VegasTix4Less, LLC, an affiliate of 

Vegas.com.  In addition, Vegas.com licensed Tix Corporation's United States patent covering the distribution of discount tickets.  The 

acquisition of these assets and the assumption of the leases provide us with greater coverage of the Las Vegas area in which to sell our 

discount tickets.  In connection with the acquisition, both parties terminated its litigation against each other.  See Note 16 of the Notes to 

our Consolidated Financial Statements.   

 

On September 28, 2010, the Company announced its plans to delist from the NASDAQ Capital Market and move its stock listing to the 

OTCQX marketplace.  In addition, the Company announced its intention to deregister its common stock under the Securities Exchange 

Act of 1934, as amended, subject to the approval of the Securities and Exchange Commission (SEC).  The Company moved its stock 

listing to the OTCQX marketplace on October 15, 2010 and the Company filed a Form 15 to deregister its common stock with the SEC 

on November 5, 2010.  By deregistering the Company’s common stock with the SEC, the Company is no longer required to file annual, 

quarterly and current reports with the SEC.  As part of the OTCQX listing requirements, the Company is required to prepare and post 

material news, quarterly financial reports and annual audited financial reports on the OTCQX’s website.  Although the Company is no 

longer required to file certain SEC reports, there are some references throughout this document to former filings with the SEC. These 

references are integral to the readers’ understanding of these financial statements and should be read in conjunction with this annual 

report.   
 

Intellectual Property 

 

We create and own intellectual property. It is our practice to protect our trademarks, brands, copyrights, patents and other original and 

acquired works, ancillary goods and services. Our trademarks include, among others, ―Tix4‖, ―Tix4Tonight‖, and ―Tix4Dinners‖.  

Additionally, the United States Patent and Trademark Office has awarded and issued the Company a United States patent on a "Ticket 

Distribution System." The patent covers a number of the key aspects of discount ticketing brokerage operations and technological 

systems related to the sale and distribution of unused tickets. We believe the patent broadly covers the way our Tix4Tonight subsidiary 

distributes discount tickets and encompasses our distribution methods. We believe that our patent, trademarks and other proprietary 

rights have significant value and are important to our brand-building efforts and the marketing of our services.  

 

Insurance 

 

We maintain insurance coverage that we believe provides adequate coverage for all of our current operations. We maintain $1.0 million 

of "key-man" life insurance on the life of Mitch Francis, our President and Chief Executive Officer, as to which we are the sole 

beneficiary. 

 

Employees 

 

As of December 31, 2010 we had 204 employees.  At our corporate office we had 7 full-time employees; 144 employees in our 

Ticketing Services segment and 53 employees in our Exhibit Merchandising segment. Employees in both our Ticketing Services and 

Exhibit Merchandising segments consist of both full-time and part-time employees. Our employees are not represented by any unions 

and we believe that our relations with our employees are satisfactory. 

 

Revenue Concentrations  
 

Our Ticketing Services segment revenues are derived from the sale of discount show tickets and discount dinner reservations.  The 

shows appear at different venues, hotels or theatres; however no single show, venue or theatre was greater than 10% of revenues.   

 

Exhibit Merchandising generates its revenues from the King Tutankhamun, Cleopatra and Real Pirates Tours which were obtained 

exclusively through its relationship with Arts and Exhibitions International, LLC (AEI), a subsidiary of AEG.  There is no guarantee that 

our relationship with AEI will continue to allow us to work on future exhibits obtained by AEI.     

  

Competition 
 

The following is a discussion of the competitive landscape of each of our operating segments. 

 

Ticketing Services 
 

Tix4Tonight sells unsold tickets on the same day of the performance, generally at 25% to 50% off the box office price. Producers 

provide such tickets to the Company both on an exclusive and non-exclusive basis. Therefore, new ticket brokers can enter into 

competition with the Company to offer the same or similar Ticketing Services to non-exclusive shows and customers. Tix4Tonight faces 

competition from venues and producers selling discount tickets direct to customers, from online discount ticket sellers and the possibility 

exists for other competitors to compete both there and in other markets targeted by the Company.  Other competitors may possess longer 
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operating histories, larger customer bases, longer relationships with producers, and significantly greater financial, technical, marketing, 

and public relations resources than the Company. Accordingly, we may not be able to compete successfully and competitive pressures 

may adversely affect our business, results of operations and financial condition. 

 

Exhibit Merchandising 
 

Our main competitor is Event Network, whose business model is to manage smaller permanent location retail gift shops at museums, 

zoos, historical and other like attractions that are more of a permanent nature, with a small number of touring exhibits. We differ in our 

operations by focusing on large touring exhibitions with higher volume of sales.  We believe our background and experience in the 

entertainment industry allows us to be able to react quickly to changes in schedules, volume of sales, and other business perspectives 

related to touring events and exhibitions. Further, our experience operating in foreign market places including Canada, Egypt, Australia, 

United Kingdom and Austria, provide us significant opportunities. 

 

Item IX. The Nature of Products or Services Offered 

 

Ticketing Services 
  

Our Ticketing Services are carried out by our wholly owned subsidiary Tix4Tonight, which offers for sale discount show and discount 

dinner reservations.   When selling last minute discounted tickets, Tix4Tonight sells them under short-term exclusive and non-exclusive 

agreements with the majority of Las Vegas shows and attractions running at any one time.  Ticketing Services also offers under the 

name Tix4Dinner, discounted dinners reservations at various restaurants surrounding the Las Vegas strip and downtown, with dining at 

specific times on the same day or in some cases the day after the sale. 

 

Exhibit Merchandising 
  

We provide branded event merchandising through our wholly owned subsidiary Exhibit Merchandising. Exhibit Merchandising provides 

retail specialty stores with branded merchandise for touring museum exhibitions and touring theatrical productions. Exhibit 

Merchandising owns and operates complete turnkey retail stores with commercially available and extensive custom branded products for 

sale and offers exhibit and theatrical producers the opportunity for additional revenue streams without adding the retail expertise 

required to manage the operations, thereby leveraging the use of Exhibit Merchandising’s expertise and knowledge in the specialized 

retail world.  

 

Item X. The Nature and Extent of the Issuer’s Facilities 

 

Corporate Offices: 

 

We lease office space at 12711 Ventura Blvd, Suite 340, Studio City, California 91604 as our corporate headquarters.   

 

Tix4Tonight: 

 

We conduct the operations of Tix4Tonight at various leased locations including an administrative office in Las Vegas, Nevada.     

 

Exhibit Merchandising: 

 

Exhibit Merchandising leases its administrative offices and a warehouse facility in Streetsboro, Ohio and also leases additional storage 

space and housing at the locations of its exhibits typically through the duration of the exhibit.   
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PART D – MANAGEMENT STRUCTURE AND FINANCIAL INFORMATION 

 

Item XI. The Name of the Chief Executive Officer, Members of the Board of Directors, as well as Control Persons. 

 

A. Directors and Executive Officers 

 

1. Directors 

 

The directors of the Company, as well as certain information about them, are as follows: 

 

Name Position with Company Director Since 

Mitch Francis Chairman and Chief Executive Officer 1993 

Benjamin Frankel Director 1994 

Norman Feirstein Director 1994 

Sam Georges Director 2007 

Andy Pells Director 2007 

 

All correspondence to the Company’s directors may be mailed to the Company’s Corporate Headquarters at 12711 

Ventura Blvd, Suite 340, Studio City, CA 91604. 

 

Mitch Francis, age 55, founded Tix Corporation in 1993 and has been the Chairman of the Board of Directors and 

Chief Executive Officer since its inception. Mr. Francis is an innovator whose inventions have yielded two United 

States patents with another three patent-pending inventions. All of these inventions have contributed to the unique 

businesses and success of Tix Corporation. Mr. Francis was one of the first real estate majors in the United States at 

the University of Colorado and developed numerous shopping centers, office buildings and condominium projects. 

The Company believes that Mr. Francis’ qualifications to serve on the Board include his long tenure as our Chief 

Executive Officer and Chairman during which time he gained a unique and extensive understanding of the Company 

and its long-term strategy. Additionally, his real estate expertise has been a valuable asset to the Company in 

identifying and negotiating its retail facilities which have been a significant element of Tix Corporation’s success. 

 

Benjamin Frankel, age 74, is a certified public accountant and was a partner in the accounting firm of Frankel, 

Lodgen, Lacher, Golditch, Sardi & Howard and its predecessors from 1965 through 2005. In 2006, Mr. Frankel left his 

former firm and formed Frankel, LoPresti & Co., an accountancy corporation. The Company believes that Mr. 

Frankel’s qualifications to serve on the Board include his long tenure on the Board and extensive experience in the 

fields of finance, business transactions and public company oversight. 

Norman Feirstein, age 60, practiced law as a sole practitioner from 1978 until July 1993. Mr. Feirstein currently 

practices law as the Law Offices of Norman Feirstein. The Company believes that Mr. Feinstein’s qualifications to 

serve on the Board include his long tenure on the Board and extensive experience as a lawyer and in the field of public 

company oversight. 

Sam Georges, age 64, is the Chief Executive Officer and President of various entities affiliated with Anthony Robbins, 

and has worked with Mr. Robbins since 1993. Mr. Georges also serves as a director of many of the same privately-

held companies affiliated with Anthony Robbins. The Company believes that Mr. George’s qualifications to serve on 

the Board include his tenure on the Board and extensive experience in the fields of law, finance and business 

transactions. 

Andrew Pells, age 54, served as an executive of Hotels.com and its predecessors in various management capacities 

from 1990 to December 2003.  From January 1, 2004 to the present, Mr. Pells has been an independent consultant to 

the Internet/Travel Industry. The Company believes that Mr. Pells’ qualifications to serve on the Board include his 

tenure on the Board and extensive experience in the hospitality field. 

2. Executive Officers 

 

The executive officers and significant employees of the Company, as well as certain biographical information about 

them, are as follows: 

 
Name Position with Company Officer Since 

Mitch Francis Chairman and Chief Executive Officer 1993 

Steve Handy Chief Financial Officer 2010 

Kimberly Simon Chief Operating Officer 2007 
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All correspondence to the Company’s executive officers may be mailed to the Company’s Corporate Headquarters at 

12711 Ventura Blvd, Suite 340, Studio City, CA 91604. 

 

Mitch Francis, age 55, founded Tix Corporation in 1993 and has been the Chairman of the Board of Directors and 

Chief Executive Officer since its inception. Mr. Francis is an innovator whose inventions have yielded two United 

States patents with another three patent-pending inventions. All of these inventions have contributed to the unique 

businesses and success of Tix Corporation. Mr. Francis was one of the first real estate majors in the United States at 

the University of Colorado and developed numerous shopping centers, office buildings and condominium projects. 

The Company believes that Mr. Francis’ qualifications to serve on the Board include his long tenure as our Chief 

Executive Officer and Chairman during which time he gained a unique and extensive understanding of the Company 

and its long-term strategy. Additionally, his real estate expertise has been a valuable asset to the Company in 

identifying and negotiating its retail facilities which have been a significant element of Tix Corporation’s success. 

 

Steve Handy, age 43, has been employed by the Company since March 2010.   Prior to his employment at the 

Company, Mr. Handy was a consultant to several public companies in the entertainment industry in the areas of 

business development and SEC reporting and compliance.  From 2002 to 2007, Mr. Handy held positions of increasing 

responsibility, including Senior Vice President, Chief Financial Officer and Corporate Secretary of  a publicly traded 

professional services firm.  Mr. Handy held various management roles in high technology manufacturing and service 

companies, including working abroad for a U.S. based high technology manufacturer.  Mr. Handy also served as 

Senior Auditor, Business Advisory and Audit Services, for Deloitte & Touche LLP.  Mr. Handy is a Certified Public 

Accountant licensed with the State of California. 

Kimberly Simon, age 43, has been employed by the Company for over thirteen years. Ms. Simon started her career 

with the Company in September 1997 as the general manager of the Company’s Las Vegas ride simulator facility. 

Effective March 1, 2007, Ms. Simon was promoted to Chief Operating Officer and is responsible for all day-to-day 

operations. Prior to joining the Company, Ms. Simon gained managerial experience with several national companies. 

Ms. Simon graduated from Northern Illinois University with a Bachelor’s Degree. 

3. Equity Ownership of Directors & Executive Officers 

Name of Beneficial Owner 

Common Shares 
Owned and Common 

Shares Beneficially 

Owned 

Options or Warrants 
Exercisable within 60 

Days of March 10, 

2011 Total Ownership 

Percent of Shares of 

Common Stock 

Outstanding (1) 

Mitch Francis 

Chief Executive Officer, Chairman of the Board 

 
3,610,000 200,000 3,810,000 11.9% 

Steve Handy 

Chief Financial Officer 
- 40,000 40,000 0.1% 

Kimberly Simon 

Chief Operating Officer 
568,000 450,000 1,018,000 3.2% 

Norman Feirstein 

Director 
430,000 45,000 475,000 1.5% 

Benjamin Frankel 

Director 
299,000 45,000 344,000 1.1% 

Sam Georges 

Director 
10,000 80,000 90,000 0.3% 

Andy Pells 

Director 
- 80,000 80,000 0.2% 

(1) The calculation is based on the number of shares of common stock outstanding on March 10, 2011, plus, with respect to each named person, the 

number of shares of common stock which the stockholder has the right to acquire upon exercise of stock options and warrants exercisable within 60 
days of March 10, 2011.  The shares of common stock outstanding include the 6,266,524 shares held as collateral in escrow to be released into 

Treasury per the schedule described in Note 11 of the Notes to Consolidated Financial Statements.    
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4. Compensation of Directors and Executive Officers 

The following table sets forth information concerning the compensation paid during the last fiscal year to directors and 

executive officers as a group serving at December 31, 2010: 

Name Year 

Fees 

Earned or 

Paid in 

Cash  

($) (1) 

Salaries  

($) 

Bonus  

($) 

Stock 

Awards  

($) 

Option and 

Warrant 

Awards ($)(2) 

All  

Other 

Compensation  

($) (3)  Total ($) 

Mitch Francis 

Chief Executive Officer, 
Chairman of the Board 

2010  479,000 - - 558,000 54,000 1,091,000 

Norman Feirstein 

Director 
2010 31,000 - - - 112,000 - 143,000 

Benjamin Frankel 
Director 

2010 25,000 - - - 112,000 - 137,000 

Sam Georges 

Director 
2010 45,000 - - - 112,000 - 157,000 

Andrew Pells 
Director 

2010 25,000 - - - 112,000 - 137,000 

Steve Handy 

Chief Financial Officer 
2010 - 156,000 - - 223,000 15,000 394,000 

Kimberly Simon 
Chief Operating Officer 

2010 - 262,000 - - 525,000 31,000 818,000 

 

(1) Directors who are employed by the Company do not receive separate compensation for services on the Board of Directors.  Members of the Board of 

Directors who are not employees of the Company receive $25,000 annually which is paid ratably over four calendar quarters.  In addition, members of the 
Board of Directors are reimbursed for any expenses incurred in attending the meetings. Also, beginning in April 2009, the Chairman of the Audit 

Committee receives an additional $20,000 annually and the Corporate Secretary receives an additional $6,000 annually.  Further, in December 2010, 

Messer Pells, Georges, Frankel, and Feirstein each received 120,000 stock options with an exercise price of $1.20 as discussed in note (2) below.  

(2) Represents the aggregate fair value of the common stock option at the grant date and was calculated using the Black Scholes option pricing model.  For a 

discussion on the assumptions made in the valuation, refer to the Summary of Significant Accounting Policies in the Notes to Consolidated Financial 

Statements.   

(3) The amounts listed under the column entitled ―All Other Compensation‖ in the Summary Compensation Table above include matching contributions to 

the Tix Corporation 401(k) Plan, life insurance benefits, short term and long term disability insurance, health insurance and automobile allowances.  

B. Legal/disciplinary history 

None of the executive officers and directors have, in the last five years, been the subject of (1) a conviction in the criminal 

proceeding or named as a defendant in a pending criminal proceeding (excluding traffic violations and other minor 

offenses); (2)  the entry of an order, judgment or decree, not subsequently reversed, suspended or vacated, by a court of 

competent jurisdiction that permanently or temporarily enjoined, barred, suspended or otherwise limited such person’s 

involvement in any type of business, securities, commodities and banking activity; (3) a finding or judgment by a court of 

competent jurisdiction (in a civil action), the Securities and Exchange Commission, the Commodity Future Trading 

Commission or a state securities regulator of a violation of federal or state securities or commodities law, which finding or 

judgment has not been reversed, suspended or vacated, or (4) the entry of an order by a self-regulatory organization that 

permanently or temporarily barred, suspended or otherwise limited such person’s involvement in any type of business or 

securities activity. 

C. Disclosure of family relationships: 

None. 

D. Disclosure of related party transactions: 
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Describe any transactions during the issuer’s last two full fiscal years and the current fiscal or any currently 

proposed transactions, involving the issuer, in which (i) the amount involved exceeds the less of $120,000 or one 

percent of the average of the issuer’s total assets at year-end for the last three fiscal years and (ii) any related person 

had or will have a direct or indirect material interest. 

None. 

E. Disclosure of Conflicts of Interests: 

None. 

Item XII. Financial Information for the Issuer’s Most Recent Fiscal Period.   

 

The Company’s audited consolidated financial statements for the year ended December 31, 2010, are herein incorporated by reference 

from the Company’s 2010 Annual Report filed separately through the OTC Disclosure and News Service, available at www.otcqx.com.  

The audited consolidated financial statements include the following reports: 

 

1. Consolidated Balance Sheets 

2. Consolidated Statements of Operations and Comprehensive Loss 

3. Consolidated Statements of Cash Flows 

4. Consolidated Statement of Changes in Stockholders’ Equity 

5. Notes to Consolidated Financial Statements, and 

6. Report of Independent Public Accounting Firm 

 

Item XIII. Similar Financial Information for Such Part of the Two Preceding Years as the Issuer of its Predecessor Has 

Been in Existence. 

 

The Company’s audited consolidated financial statements for the year ended December 31, 2009 and 2008 are herein incorporated by 

reference from the Company’s 2009 Annual Report on Form 10-K and 2008 Annual Report on Form 10-K filed separately through the 

Securities and Exchange Commission available at either www.tixcorp.com or at www.sec.gov.  The audited financial statements include 

the following reports:   

1.  Consolidated Balance Sheets 

2. Consolidated Statements of Operations and Comprehensive Loss 

3. Consolidated Statements of Cash Flows 

4. Consolidated Statement of Changes in Stockholders’ Equity 

5. Notes to Consolidated Financial Statements, and 

6. Report of Independent Public Accounting Firm 

 

Item XIV. Beneficial Owners 

 

The following table sets forth information as of March 10, 2011, concerning the equity ownership of (a) all persons or groups known by 

Tix Corporation to be the beneficial owners of 5% or more of its outstanding Common Stock and (b) all of the Company’s directors and 

executive officers as a group: 

 

PRINCIPAL BENEFICIAL OWNERS OF SHARES 

Name of Beneficial Owner Relationship to Issuer 

Amount and 

Nature of 

Beneficial 

Ownership (1) 

Percent 

of Class 

Mitch Francis Chairman and Chief Executive Officer 3,810,000 11.9% 

All Directors & Executive Officers as a Group (7 in Total)  Directors and Executive Officers 12,123,524 37.8% 

Baker Street Capital Management, LLC (2) Outside Investor 5,451,259 17.0% 

 
(1) The calculation is based on the number of shares of common stock outstanding on March 10, 2011, plus, with respect to each named person, the number 

of shares of common stock which the stockholder has the right to acquire upon exercise of stock options and warrants exercisable within 60 days of 

March 10, 2011.  The shares of common stock outstanding includes the 6,266,524 shares held as collateral in escrow to be released into Treasury per the 

schedule described in Note 11 of the Notes to Consolidated Financial Statements 
(2) Per information provided by investor on March 10, 2011.   

http://www.otcqx.com/
http://www.tixcorp.com/
http://www.sec.gov/
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Item XV. The Name, Address, Telephone Number, and Email Address of Each of the Following Outside Providers That 

Advises the Issuer on Matters Relating to Operations, Business Development and Disclosure: 

 

Designated Advisor for Disclosure:   Ellenoff, Grossman and Schole LLP 

150 East 42nd Street 

New York, New York 10017 

Ellenoff@egsllp.com 
 

Counsel:      Ellenoff, Grossman and Schole LLP 

150 East 42nd Street 

New York, New York 10017 

Ellenoff@egsllp.com 
 

 

Auditor:      Weinberg & Co., PA 

      1925 Century Park East 

Suite 1120 

Los Angeles, CA 90067 

www.cpaweinberg.com 

 

Tax Accountant:     Frankel, LoPresti & Co. 

      14724 Ventura Blvd., Suite 800 

      Sherman Oaks, CA 91403 

      bfrankel@flcocpa.com 
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Item XVI. Management’s Discussion and Analysis or Plan of Operation. 

 

The following discussion should be read in conjunction with the information contained in our consolidated financial statements, 

including the notes thereto.  Statements regarding future economic performance, management’s plans and objectives, and any 

statements concerning assumptions related to the foregoing contained in Management’s Discussion and Analysis or Plan of Operation 

constitute forward-looking statements.  Certain factors which may cause actual results to vary materially from these forward-looking 

statements accompany such statements or appears elsewhere in this Annual Report.    

 

Changes to the Historic Presentation of our Financial Statements 

 

We account for assets held for sale and discontinued operations in accordance with the authoritative guidance provided by the Financial 

Accounting Standards Board, which requires that a component of an entity that has been disposed of or is classified as held for sale and 

has operations and cash flows that can be clearly distinguished from the rest of the entity be reported as assets held for sale and 

discontinued operations. In the period a component of an entity has been disposed of or classified as held for sale, we reclassify the 

results of operations for current and prior periods into a single caption titled Income (loss) from discontinued operations. In addition, we 

classify the assets and liabilities of those components as current and noncurrent assets and liabilities held for sale in our consolidated 

balance sheets. We also classify cash flows related to discontinued operations as one line item within each category of cash flows in our 

consolidated statements of cash flows. 

 

Certain financial results have been reclassified to conform to the current year presentation.  Such reclassifications include the 

presentation of our previously owned live entertainment division, Tix Productions, Inc. (TPI), as assets held for sale and discontinued 

operations in accordance with the authoritative guidance provided by the Financial Accounting Standards Board.   We completed the 

sale of TPI on December 9, 2010.  As such, we reclassified our consolidated balance sheet as of December 31, 2009 and 2008 to show 

the assets and liabilities of TPI as a discontinued operation. We also reclassified our consolidated statements of operations and 

statements of cash flows for the years ended December 31, 2009 and 2008 to show the results of TPI as discontinued operations.  
 

Critical Accounting Policies and Estimates 
 

The preparation of our consolidated financial statements is in accordance with accounting principles generally accepted in the United 

States of America. The preparation of these financial statements requires management to make estimates and assumptions that affect the 

reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements, and 

the reported amount of revenues and expenses during the reporting period. Management periodically evaluates the estimates and 

judgments made. Management bases its estimates and judgments on historical experience and on various factors that are believed to be 

reasonable under the circumstances. Actual results may differ from these estimates as a result of different assumptions or conditions. 

 

The following narrative describes the critical accounting policies that affect the more significant judgments and estimates used in the 

preparation of the Company's consolidated financial statements. 

 

Revenue Recognition and Presentation 
 

The Company has several streams of income, each of which is required under Generally Accepted Accounting Principles (GAAP) to be 

recognized in varying ways. The following is a summary of our revenue recognition policies: 

 

The Company’s Las Vegas discount show ticketing business recognizes as revenue the commissions and related transaction fees earned 

from the sale of Las Vegas show tickets at the time the tickets are paid for by and delivered to the customers. The Company’s 

commissions are calculated based on the face value of the show tickets sold. The Company’s transaction fees are charged on a per-ticket 

basis. With certain exceptions, ticket sales are generally non-refundable, although same-day exchanges of previously sold tickets are 

permitted. Claims for ticket refunds, which are generally received and paid the day after the show date, are charged back to the 

respective shows and are recorded as a reduction to the Company’s commissions and fees at the time that such refunds are processed. 

The Company does not have accounts receivable associated with its sales transactions, as payment is collected at the time of sale. 

 

Tix4Dinner offers reservations for discounted dinners at various restaurants surrounding the Las Vegas strip and downtown, with dining 

at specific times on the same day or in some cases the day after the sale. Tix4Dinner recognizes as revenue the transaction fees earned 

from the purchaser of the dinner reservations at the time the reservations are made and a subsequent nominal fee from the restaurant at 

the time the reservation is used. At this time, the Company has immaterial amounts of accounts receivable and does not have any 

accounts payable associated with the Tix4Dinner operations, as the Company collects the transaction fee at the time that the reservation 

is made, and the dinner payment is collected directly by the restaurant. 

 

Exhibit Merchandising recognizes retail store sales at the time the customer takes possession of the merchandise. Sales are recorded net 

of discounts and returns, and exclude sales tax. Discounts are estimated based on historical experience. For online sales, revenue is 

recognized free on board ("FOB") origin where title and risk of loss pass to the buyer when the merchandise leaves the Company's 

distribution facility at the time of shipment, which we refer to as the date of purchase by the customer. Sales are recognized net of 
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merchandise returns, which are reserved for based on historical experience. Shipping and handling revenues from sales are included as a 

component of net sales. Conversely, shipping and handling costs are a component of direct cost of revenues. The Company does not 

have any accounts receivable associated with this business, as all transactions are done by cash or credit card. 

  

Stock-Based Compensation 

 

Our stock-based employee compensation plans are described in Note 12 of the Notes to our Consolidated Financial Statements. The 

Company periodically issues stock options and warrants to employees and non-employees in non-capital raising transactions for services 

and for financing costs. The Company accounts for stock option and warrant grants issued and vesting to employees based on the 

authoritative guidance provided by the Financial Accounting Standards Board whereas the value of the award is measured on the date of 

grant and recognized over the vesting period. The Company accounts for stock option and warrant grants issued and vesting to non-

employees in accordance with the authoritative guidance of the Financial Accounting Standards Board whereas the value of the stock 

compensation is based upon the measurement date as determined at either a) the date at which a performance commitment is reached, or 

b) at the date at which the necessary performance to earn the equity instruments is complete. Non-employee stock-based compensation 

charges generally are amortized over the vesting period on a straight-line basis. In certain circumstances where there are no future 

performance requirements by the non-employee, option grants are immediately vested and the total stock-based compensation charge is 

recorded in the period of the measurement date.  

 

The fair value of Tix’s common stock option grant is estimated using the Black-Scholes option pricing model, which uses certain 

assumptions related to risk-free interest rates, expected volatility, expected life of the common stock options, and future dividends. 

Compensation expense is recorded based upon the value derived from the Black-Scholes option pricing model, and based on actual 

experience. The assumptions used in the Black-Scholes option pricing model could materially affect compensation expense recorded in 

future periods. 

  

Impairment of Long-Lived Assets, Goodwill and Intangible Assets 
 

We review long-lived assets whenever events or changes in circumstances indicate the carrying amount of an asset may not be 

recoverable in accordance with the authoritative guidance provided by the Financial Accounting Standards Board. Our long-lived assets, 

such as property and equipment, are reviewed for impairment when events and circumstances indicate that depreciable or amortizable 

long lived assets might be impaired and the undiscounted cash flows estimated to be generated by those assets are less than the carrying 

amount of those assets. When specific assets are determined to be unrecoverable, the cost basis of the asset is reduced to reflect the 

current value. 

 

We use various assumptions in determining the current fair value of these assets, including future expected cash flows and discount 

rates, as well as other fair value measurements. Our impairment loss calculations require us to apply judgment in estimating future cash 

flows, including forecasting useful lives of the assets and selecting the discount rate that reflects the risk inherent in future cash flows. 

 

If actual results are not consistent with our assumptions and judgments used in estimating future cash flows and asset fair values, we 

may be exposed to future impairment losses that could be material to our results. 

 

Valuation of Intangible Assets 

 

The Company has acquired and continues to acquire significant intangible assets that Tix records at fair value. The authoritative 

guidance provided by the Financial Accounting Standards Board requires Tix to make assumptions regarding inputs into the discounted 

cash flow model about the timing and amount of future net cash flows, risk, cost of capital, terminal values and market participants. 

Each of these factors can significantly affect the value of the intangible asset. Tix engages independent valuation experts who review 

Tix's critical assumptions and calculations for acquisitions of significant intangibles. Tix’s management reviews intangible assets for 

impairment annually using an undiscounted net cash flows approach. If the undiscounted cash flows of an intangible asset are less than 

the carrying value of an intangible asset, the intangible asset is written down to its fair value, which is usually the discounted cash flow 

amount. Where cash flows cannot be identified for an individual asset, the review is applied at the lowest group level for which cash 

flows are identifiable. Goodwill and intangible assets are reviewed for impairment annually or when an event that could result in an 

impairment of goodwill occurs. At December 31, 2010, goodwill and intangibles amounted to $5.3 million and $4.1 million, 

respectively, and amortization expense for intangible assets amounted to $1.1 million in 2010.  During 2008 and related to Exhibit 

Merchandising, Tix recorded impairment charges to goodwill and intangible assets of $25.4 million and $7.7 million, respectively.  

There were no impairments of goodwill or intangible assets in 2010 or 2009. Once an impairment of goodwill or other intangible assets 

has been recorded, it cannot be reversed. There can be no assurance that future goodwill impairments will not occur. 

 

Inventory Valuation  

 

Inventories are related to our Exhibit Merchandising subsidiary and are stated at the lower of cost or market. Market is defined as current 

replacement cost, except that market should not exceed the net realizable value and should not be less than net realizable value reduced 

by an allowance for an approximately normal profit margin. The cost of inventories is determined by using the first-in, first-out method. 

We perform a quarterly analysis of our inventory balances to determine if the carrying amount of inventories exceeds their net realizable 
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value. Our determination of estimated net realizable value is based on customer orders, market trends and historical pricing. If the 

carrying amount exceeds the estimated net realizable value, the carrying amount is reduced to the estimated net realizable value. We 

estimate a reserve for obsolescence and excess of our supplies inventory. Inventory is stated net of the reserve.  

 

Recent Accounting Pronouncements 
 

 

In April 2010 the Financial Accounting Standards Board (FASB) issued new accounting guidance in applying the milestone method of 

revenue recognition to research or development arrangements. Under this guidance management may recognize revenue contingent upon 

the achievement of a milestone in its entirety, in the period in which the milestone is achieved, only if the milestone meets all the criteria 

within the guidance to be considered substantive. This standard is effective on a prospective basis for research and development 

milestones achieved in fiscal years, beginning on or after September 15, 2010. Early adoption is permitted; however, adoption of this 

guidance as of a date other than January 1, 2011 will require the Company to apply this guidance retrospectively effective as of 

January 1, 2010 and will require disclosure of the effect of this guidance as applied to all previously reported interim periods in the fiscal 

year of adoption. As the Company plans to implement this standard prospectively, the effect of this guidance will be limited to future 

transactions. The Company does not expect adoption of this standard to have a material impact on its financial position or results of 

operations as it has no material research and development arrangements which will be accounted for under the milestone method. 

 

Other recent accounting pronouncements issued by the FASB, including its Emerging Issues Task Force, and the AICPA did not or is 

not believed by management to have a material impact on the Company's present or future consolidated financial statements. 
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Results of Operations 
 

Consolidated Results of Operations 

 

           

% 

change  

% 

change  

   Twelve Months Ended December 31,  2010 v  2009 v  

   2010   2009   2008  2009  2008  

               

Revenue   $ 30,882,000    $ 27,335,000    $ 24,981,000    13%   9%   

Operating expenses:               

Direct operating expenses   14,353,000   12,427,000   12,602,000  15%  -1%  

Selling, general and administrative expenses     8,736,000      5,970,000      6,401,000    46%   -7%   

Depreciation and amortization   1,660,000    1,707,000    3,685,000   -3%  -54%  

Impairment of goodwill and intangible assets     -     -      33,132,000   N/A   N/A   

Corporate expenses     4,013,000      5,633,000      5,654,000   -29%   0%   

Total costs and expenses   28,762,000   25,737,000   61,474,000  12%   -58%  

Income (loss) from continuing operations     2,120,000      1,598,000     (36,493,000)   33%   -104%   

Operating margin   7%   6%   -146%      

Other income (expense), net       56,000      32,000     (6,000)            

Income (loss) from continuing operations   2,176,000   1,630,000   (36,499,000)      

Discontinued operations:               

  Income (loss) from operations of 

discontinued operations   (5,284,000)   (2,148,000)   1,835,000      

  Gain on sale of discontinued operations   88,000   -   -      

Income (loss) on discontinued operations   (5,196,000)   (2,148,000)   1,835,000      

Net loss  $ (3,020,000)  $ (518,000)  $ (34,664,000)      

 

 

Revenues 
 

Our revenues for the years ended December 31, 2010 and 2009 were $30.9 million and $27.3 million, respectively. Our revenues 

increased $3.6 million, or 13% during the year ended December 31, 2010 as compared to the same period of the prior year.  The increase 

in revenues is due to a $3.4 million increase in Ticketing Services revenues and a $125,000 increase in Exhibit Merchandising revenues. 

 

Our revenues for the years ended December 31, 2009 and 2008 were $27.3 million and $25.0 million, respectively. Our revenues 

increased $2.3 million, or 9% during the year ended December 31, 2010 as compared to the same period of the prior year.  The increase 

in revenues is due to a $4.3 million increase in Ticketing Services revenues offset by a $2.0 million decrease in Exhibit Merchandising 

revenues. 

 

More detailed explanations for the changes in the years ended December 31, 2010 and 2009 are included in the applicable segment 

discussions following. 

 

Direct Operating Expenses 
 

Direct operating expenses include payroll related costs, rents, cost of tickets and cost of goods sold.  Direct operating expenses were 

$14.4 million for the year ended December 31, 2010 as compared to $12.4 million for the year ended December 31, 2009.   Direct 

operating expenses increased $1.9 million or 15% during the year ended December 31, 2010 as compared to the same period of the prior 

year.  As a percentage of revenues, direct operating expenses were comparable at 46% for both years ended December 31, 2010 and 

2009, respectively.     

 

Direct operating expenses were $12.4 million for the year ended December 31, 2009 as compared to $12.6 million for the year ended 

December 31, 2008.  As a percentage of revenues, direct operating expenses were 46% during the year ended December 31, 2009 as 

compared to 50% to the same period of the prior year.   

 

More detailed explanations of the changes in the years ended December 31, 2010 and 2009 are included in the applicable segment 

discussions following. 
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Segment Selling, General and Administrative Expenses 
 

Selling, general and administrative expenses include advertising and promotional costs related to our operating segment’s business 

activities including the segments cost of management. Our selling, general and administrative expenses were $8.7 million for the year 

ended December 31, 2010, as compared to $6.0 million for the year ended December 31, 2009.  Selling, general and administrative 

expenses increased $2.8 million, or 46%, during the year ended December 31, 2010 as compared to prior year.  The increase is the result 

of a $2.3 million increase from Ticketing Services and $493,000 increase from Exhibit Merchandising.   

 

Selling, general and administrative expenses were $6.0 million for the year ended December 31, 2009, as compared to $6.4 million for 

the year ended December 31, 2008.  Our selling, general and administrative expenses decreased $431,000, or 7%, during the year ended 

December 31, 2009 as compared to the same period of the prior year.  The decrease in expense is the result of an $828,000 increase in 

Ticketing Services offset by a $1.3 million decline from our Exhibit Merchandising segment, respectively.  

 

More detailed explanations of changes in the years ended December 31, 2010 and 2009 are included in the applicable segment 

discussions following.  
 

Corporate Expenses 
 

Corporate expenses are expenses that relate to activities directed by our executive offices. Significant components of corporate expenses 

consist of corporate personnel costs, insurance, legal and accounting fees, stock based compensation expense, consulting and advisory 

fees, regulatory compliance costs and corporate occupancy costs. Corporate expenses were $4.0 million for the year ended December 31, 

2010 as compared to $5.6 million in the same period of the prior year.  As a percentage of revenue, corporate expenses were $13% for 

the year ended December 31, 2010 as compared to 21% of revenues for the year ended December 31, 2009.  The decline in expense of 

approximately $1.6 million was due to a reduction of $1.2 million in stock based expense which includes stock options for directors and 

employees and shares and warrants issued for services, $90,000 in reduced personnel costs, and approximately $400,000 in reduced 

advisory and regulatory compliance related costs.         

 

Corporate expenses were relatively unchanged for the year ended December 31, 2009, as compared to the same period of the prior year. 

Corporate expenses were $5.6 million for the year ended December 31, 2009 and represented 21% of revenues as compared to $5.7 

million for the year ended December 31, 2008 and 23% of revenues.   

 

Goodwill and Intangible Asset Impairment 

  

There were no impairments of goodwill or intangible assets in 2010 or 2009. In 2008, management believed that impairment occurred in 

the Exhibit Merchandising segment due to events and financial performance in 2008. In the first nine months of 2008, the King 

Tutankhamun exhibit, which is the Company’s Exhibit Merchandising Segment’s primary source of revenue, was in Europe where it  

performed below management’s expectations due to less than expected attendance, higher cost of doing business in Europe than in the 

United States, and a difference in buying patterns of consumers in Europe as compared to the United States. It was believed that 

revenues would improve when the Exhibit returned to the United States in November 2008. However, revenues in the fourth quarter of 

2008 continued to be lower than projected as consumers were forced to reduce their non-essential spending due to deteriorating 

economic conditions. These conditions led management to believe that an economic impairment had occurred.  As a result, in 2008, with 

the assistance of an independent study, Tix’s management performed a study of the goodwill and intangible assets related to the 

acquisition of Exhibit Merchandising, and recorded impairment charges to goodwill and intangible assets of $25.4 million and $7.7 

million, respectively.  

 

Depreciation and Amortization  

 

Our depreciation and amortization expense was $1.7 million for both years ended December 31, 2010 and 2009.   

 

Our depreciation and amortization expense was $1.7 and $3.7 million for the years ended December 31, 2009 and 2008, respectively. 

The decline of $2.0 million is the result of the $7.7 million impairment of intangible assets we recorded at December 31, 2008, which 

reduced future amortization expense by approximately $2.0 million annually. 

 

Other Income (Expense), net 
 

Other income (expense), net was insignificant at $71,000, $32,000 and $(6,000) for the year ended December 31, 2010, 2009 and 2008, 

respectively.    

 

Discontinued Operations 
 

On December 8, 2010, the Company announced that it had completed the sale of its live entertainment division, Tix Productions, Inc 

(TPI).  Under the terms of the agreement, the Company sold 100% of the outstanding capital stock of TPI to TPI's management in 
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exchange for approximately 2.3 million shares of the Company's common stock valued at $2.8 million (based on the fair value of the 

shares on the date of sale) and up to $487,000 from future distributions TPI receives from the Company's previous investments in 

"American Idiot" and "Rain - A Tribute to the Beatles on Broadway," both of which are currently performing on Broadway.  The 

common stock received from TPI’s management are being held in escrow until the Company fulfills payments for a simultaneous 

purchase agreement with substantially the same buyers (see Note 10 of the Notes to the Consolidated Financial Statements).    The 

$487,000 has been recorded as a receivable and is included in prepaids and other assets in the consolidated balance sheet.  The Company 

recorded a gain on the sale of $88,000 which represented the fair value of the consideration received of approximately $4.1 million in 

excess of the net assets sold and direct costs of the sale of approximately $4.0 million.   

 

During the process of evaluating strategic alternatives for TPI, our investment bankers performed a valuation of the segment and based 

on the range of values obtain, it became evident that the recorded value of goodwill related to the Live Entertainment segment was 

impaired.  Based upon the results of the valuation, the Company’s management recorded a charge reducing goodwill by $4.2 million 

which is included in discontinued operations.    Also included in the loss on the operations of discontinued operations is depreciation and 

amortization expense of $663,000. 

Off Balance Sheet Arrangements 

As of December 31, 2010, we did not have any 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 investors. 

Non-GAAP Financial Measure 

 

Included in this annual report is a ―non-GAAP financial measure,‖ which is a measure of the Company’s historical or future 

performance that is different from measures calculated and presented in accordance with GAAP but that Tix Corporation believes is 

useful to investors. The following discussion defines Adjusted EBITDA and presents the reasons the Company believes it is a useful 

measure of the Company’s performance.  Tix Corporation defines Adjusted EBITDA as net income plus (a) discontinued operations, (b) 

interest expense, net, (c) income taxes, (d) goodwill and intangible asset impairment, and (e) depreciation and amortization charges.  

Adjusted EBITDA as calculated by the Company is not necessarily comparable to similarly titled measures by other companies. In 

addition, Adjusted EBITDA (a) does not represent net income or cash flows from operations as defined by GAAP, (b) is not necessarily 

indicative of cash available to fund the Company’s cash flow needs, and (c) should not be considered as an alternative to net  income, 

operating income, cash flows from operating activities or the Company’s other financial information as determined under GAAP.  

Management believes Adjusted EBITDA is useful to an investor in evaluating the Company’s operating performance because a 

significant portion of its assets consists of goodwill and intangible assets and property and equipment that are amortized and depreciated 

over their remaining useful lives in accordance with GAAP.  Because amortization and depreciation are non-cash items, management 

believes that presentation of Adjusted EBITDA is a useful measure of the Company’s operating performance.  Also, management 

believes measures such as Adjusted EBITDA are widely used in the entertainment industries to measure operating performance.  

Therefore, the Company presents Adjusted EBITDA because it may help investors to compare Tix Corporation’s ongoing performance 

before the effect of various items that do not directly affect the Company’s ongoing operating performance.  

 

The following table set forth a reconciliation of net (loss) to Adjusted Earnings:   
 

 
  Year ended  Year ended  Year ended 

  December 31, 2010  December 31, 2009  December 31, 2008 

       

Net loss  $ (3,020,000)  $ (518,000)  $ (34,664,000) 

(Gain) loss on discontinued operations   5,196,000   2,148,000   (1,835,000) 

Depreciation and amortization   1,660,000   1,707,000   3,685,000 

Goodwill and intangible assets impairment   -   -   33,132,000 

Interest (income) expense, net     (15,000)     (23,000)     (25,000)  

Adjusted Earnings:   $ 3,821,000   $ 3,314,000  $ 293,000 
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Discussion of Segment Results 
 

We operate in two reportable segments: Ticketing Services and Exhibit Merchandising.  Information related to our operating segments is 

as follows: 

 

 Ticketing Exhibit  Consolidated 

 Services Merchandising Corporate and Combined 

     

2010         

Revenue $ 21,678,000 $ 9,204,000 $  -  $ 30,882,000 

Direct cost of revenues  8,921,000  5,432,000  -   14,353,000 

Selling, general and administrative expenses  5,822,000  2,915,000  4,012,000  12,749,000 

Depreciation and amortization  650,000  975,000  35,000  1,660,000 

Operating income (loss) from continuing operations $ 6,285,000 $ (118,000) $ (4,047,000) $ 2,120,000 

           

Current assets $ 3,297,000 $ 3,027,000 $ 5,312,000 $ 11,636,000 

Fixed assets  861,000  531,000  120,000  1,512,000 

Intangible assets and goodwill  2,250,000  3,086,000  -  5,336,000 

Other non-current assets  58,000  288,000  14,000  360,000 

Total assets $ 6,466,000 $ 6,932,000 $ 5,446,000 $ 18,844,000 

         

2009         

Revenue $ 18,257,000  $ 9,078,000  $  -  $ 27,335,000  

Direct cost of revenues  6,964,000   5,463,000    -   12,427,000  

Selling, general and administrative expenses  3,548,000   2,422,000   5,633,000   11,603,000  

Depreciation and amortization  515,000   1,179,000   13,000   1,707,000  

Operating income (loss) from continuing operations $ 7,230,000  $ 14,000  $ (5,646,000) $ 1,598,000 

               

2008         

Revenue $ 13,952,000  $ 11,029,000  $                      -  $ 24,981,000  

Direct cost of revenues  5,725,000   6,877,000                        -   12,602,000  

Selling, general and administrative expenses  2,720,000   3,681,000   5,654,000   12,055,000  

Impairment of goodwill  -  25,445,000   -  25,445,000  

Impairment of intangible assets  -  7,687,000   -  7,687,000  

Depreciation and amortization  501,000   3,173,000   11,000   3,685,000  

Operating income (loss) from continuing operations $ 5,006,000  $ (35,834,000) $ (5,665,000) $ (36,493,000) 
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Ticketing Services: 
  

Our Ticketing Services segment operating results were as follows: 
  

Segment Reporting – Ticketing Services  

          
% 

Change  
% 

Change  

  Year Ended December 31,  

2010 

vs.  

2009 

vs.  

  2010   2009   2008  2009  2008  

              

Revenue $ 21,678,000   $ 18,257,000    $ 13,952,000    19%   31%   

Operating Expenses:              

Direct operating expenses   8,921,000     6,964,000      5,725,000    28%   22%   

Selling, general and administrative expenses  5,822,000   3,548,000    2,720,000   64%  30%  

Depreciation and amortization   650,000     515,000      501,000    26%   3%   

              

Operating income  $ 6,285,000   $ 7,230,000    $ 5,006,000   -13%   44%   

              

Operating margin   29%     40%     36%   -27%   10%   

 

 

Revenues 
 

Ticketing Services revenues were $21.7 million for the year ended December 31, 2010 as compared to $18.3 million for the year ended 

December 31, 2009.  The increase in revenues of $3.4 million, or 19%, reflects the increased number of retail locations and increased 

brand awareness which is driving higher demand for discount show tickets and discount dinner reservations.  Revenues also increased 

due to increased locations related to our acquisition of a competitor in the first quarter of 2010.   

 

Ticketing Services revenues were $18.3 million for the year ended December 31, 2009 as compared to $14.0 million for the year ended 

December 31, 2008.  The increase in revenues of $4.3 million, or 31%, reflects the increased number of retail locations and increased 

brand awareness which is driving higher demand for discount show tickets and discount dinner reservations.   

 

Direct Operating Expenses 
 

Direct operating expenses include payroll costs, rents, and utilities.  Direct operating expenses were $8.9 million, or 41% of revenues for 

the year ended December 31, 2010 as compared to $7.0 million, or 38% of revenues, for the year ended December 31, 2009.  The 

increase in expense of $2.0 million was due to $1.1 million of planned increased staff payroll expense required to manage our revenue 

growth and $875,000 in increased rent expense of which $508,000 was rent expense related to additional locations acquired as part of 

our acquisition in the first quarter of 2010.  The remaining increase in rent expense of $367,000 is from locations established during 

fiscal year 2009 for which we recognized a full year of expense in 2010 as well as increases in rents related to lease renewals.          

 

Direct operating expenses were $6.9 million, or 38% of revenues for the year ended December 31, 2009 as compared to $5.7 million, or 

41% of revenues for the year ended December 31, 2008.   The decrease in direct operating costs as a percentage of revenues was due 

primarily to the 31% increase in revenues while our direct operating expenses increased 22% over the same period of the prior year.      

 

Selling, General and Administrative Expenses 
 

Selling, general and administrative expenses for the years ended December 31, 2010 and 2009 were $5.8 million and $3.5 million, 

respectively.  The increase in expenses of $2.3 million, or 64%, was primarily related to a $1.0 million charge on an advance to a vendor 

as explained below and increased legal expense of $860,000 relating to litigation that did not exist in the prior year.  Excluding these two 

items, selling, general and administrative expenses as a percentage of revenues declined to 18% during the twelve months ended 

December 31, 2010 as compared to 19% during the twelve months ended December 31, 2009.  The remaining increase in expense of 

$424,000 was due to increased health insurance expense of $176,000, increased credit card merchant fees of $170,000 and an increase of 

$78,000 due to normal fluctuations in our operating accounts.   

 
During the year ended December 30, 2010, the Company recorded a charge for bad debt of $1.0 million.  This balance owed to us is 

related to our former premium ticket business, which was part of our Ticketing Services segment.  Throughout fiscal year 2009 we both 

advanced funds and purchased tickets on behalf of our ticket broker.  The tickets were for various sporting and live entertainment events, 

including the recent FIFA World Cup event concluded in July 2010.  Our broker’s responsibility was to sell the tickets and bo th refund 

our advances and provide us with a commission based on our agreement.  Due to non-payment, we have hired legal counsel to pursue 
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collection on our behalf.  Based on management’s current belief that collection is uncertain, we recorded a full reserve against the 

balance owed to us of $1.0 million. 

 

Selling, general and administrative expenses for the years ended December 31, 2009 and 2008 were $3.5 million and $2.7 million, 

respectively.  The increase of $828,000, or 30%, is reflective of the 31% increase in revenue and was 19% of revenues during both years 

ended December 31, 2009 and 2008. 

 

Depreciation and Amortization 
 

Depreciation and amortization expense for the years ended December 31, 2010, 2009, and 2008 were $650,000, $515,000 and $501,000, 

respectively.  The increase in 2010 over 2009 was due to both increased depreciation expense related to increased property and 

equipment purchases in 2010 as compared to 2009 and increased amortization expense related to the increase in intangible assets 

recorded as part of the acquisition of All Access Entertainment in February of 2010 (see Note 5 to our Consolidated Financial 

Statements).    
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Exhibit Merchandising: 
 

Our Exhibit Merchandising segment operating results were as follows: 
 

Segment Reporting - Exhibit Merchandising 
 

          

% 

Change  

% 

Change  

  Year Ended December 31,  

2010 

vs.  

2009 

vs.  

  2010   2009   2008  2009  2008  

              

Revenue $ 9,204,000   $ 9,078,000    $ 11,029,000    1%   -18%   

Operating Expenses:              

Direct operating expenses   5,432,000     5,463,000      6,877,000    -1%   -21%   

Selling, general and administrative expenses  2,915,000   2,422,000    3,681,000   20%  -34%  

Impairment of goodwill   -     -      25,445,000   -   -100%   

Impairment of intangible assets  -   -    7,687,000  -  -100%  

Depreciation and amortization   975,000     1,179,000      3,173,000    -17%   -63%   

              

Operating income (loss) $ (118,000)   $ 14,000   $ (35,834,000)   -838%   100%   

              

Operating margin   -1%     0%     -325%   -827%   100%   

 

 

Revenues 

 

Exhibit Merchandising revenues for the years ended December 31, 2010, 2009 and 2008 was $9.2 million, $9.1 million and $11.0 

million, respectively.  Revenues were relatively unchanged for the year ended December 31, 2010, as compared to the same period of 

the prior year. The $1.9 million decline in revenues during the year ended December 31, 2009 as compared to the year ended December 

31, 2008 was due to three reasons. The first reason is that despite an overall 6% increase in visitor attendance at the exhibits supported 

by Exhibit Merchandising, there was a 22% decline in revenues per attendee. Management believes this decline in revenues per attendee 

is due to the generally poor economic conditions in the United States. The second reason is the exhibit, ―Tutankhamun and The Golden 

Age of the Pharaohs‖ taking 45 days to move from Dallas to San Francisco which caused the exhibit to be closed for approximately 15 

additional days as compared to 2008. Lastly, a competing store was established at one of the exhibit locations.  

  

Direct Operating Expenses 
 

Exhibit Merchandising’s direct operating expenses include payroll costs, rents, and cost of goods sold. Direct operating expenses for the 

years ended December 31, 2010, 2009, and 2008 were $5.4 million, $5.5 million and $6.9 million, respectively. Direct operating costs as 

a percentage of revenues for the years ended December 31, 2010, 2009, and 2008 were 59%, 60%, and 62%, respectively.  The decline 

in direct operating expenses as a percentage of revenues over the past two years is due to the change in the mix of merchandise sold.       

  

Selling, General and Administrative Expenses 
 

Selling, general and administrative expenses include advertising and promotional costs related to its business activities, as well as the 

cost of management.  Selling, general and administrative expenses for the twelve months ended December 31, 2010, 2009, and 2008 

were $2.9 million or 32% revenues, $2.4 million or 27% of revenues, and $3.7 million or 33% of revenues, respectively.  The higher 

selling, general and administrative expenses incurred during 2010 is related to establishing and preparing for the opening of our newest 

location at the Egypt National Museum which opened in mid December of 2010.  The higher selling, general and administrative 

expenses incurred in 2008 as compared to 2009 are reflective of legal fees associated with the establishment of foreign subsidiary and 

associated cost of housing, travel and transportation. 

 

Goodwill and Intangible Asset Impairment 

 

There were no impairments of goodwill or intangible assets for the years ended December 31, 2010 and 2009.  At December 31, 2008, 

as part of the annual review of goodwill and intangible assets, management determined an impairment of goodwill and intangible assets 

had occurred. As a result, in 2008, the Company recorded impairment charges to goodwill and intangible assets of $25.4 million and 

$7.7 million, respectively. Once an impairment of goodwill or other intangible assets has been recorded, it cannot be reversed. There can 

be no assurance that future goodwill impairments will not occur. 
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Depreciation and Amortization 
 

Depreciation and amortization expense for the years ended December 31, 2010, 2009, and 2008 were $975,000, $1.2 million and $3.2 

million, respectively.  The significant decrease in 2009 over 2008 was due to the recording of an intangible asset impairment charge of 

$7.7 million in 2008 therefore lowering the balance of intangible assets requiring to be amortized.       
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Liquidity and Capital Resources   
 

Fiscal year ended December 31, 2010 

 

Cash flows provided from operating activities from continuing operations were $6.2 million for the year ended December 31, 2010.  

Cash flows from operating activities from continuing operations was derived from our net income from continuing operations of $2.2 

million and increased by net non-cash charges which includes stock options, warrants, depreciation, intangible assets amortization, 

changes in allowances for inventory obsolescence and a bad debt charge relating to advances made to a vendor.  Total non-cash charges 

were $3.1 million.  The income from continuing operations plus the non-cash charges were offset by changes in working capital 

accounts of $923,000 which included a decrease in inventory of $398,000 and an increase in our prepaid and other current assets balance 

of $296,000 and our accounts payable and accrued expenses balance of $1.0 million.  The remaining change was due to small 

differences in several smaller working capital accounts. 

 

Cash used in investing activities from continuing operations were $2.2 million for the year ended December 31, 2010.  For the year 

ended December 31, 2010, the Company acquired All Access Entertainment (see Note 5 to our Consolidated Financial Statements 

within) for $1.5 million in cash and a $1.0 million note.  Net purchases of property and equipment accounted for $698,000 in 2010 and 

were related to the development of internally used software in our Ticketing Services segment and general equipment purchases to 

support our overall operations.     

 

Cash used in financing activities from continuing operations were $1.7 million for the year ended December 31, 2010.  The Company 

used $1.0 million to pay a note related to the acquisition on All Access Entertainment (see Note 5 to our Consolidated Financial 

Statements within) and $665,000 to reduce the balance outstanding for share repurchase commitments.    

 

Fiscal year ended December 31, 2009 

 

Cash flows provided from operating activities from continuing operations were $3.3 million for the year ended December 31, 2009.  

Cash flows from operating activities from continuing operations was from our income from continuing operations of $1.6 million and 

increased by net non-cash charges which includes stock option, warrants, common shares issued to employees and vendors, 

depreciation, intangible assets amortization and changes in allowances for inventory obsolescence.  Total non-cash charges were $3.4 

million.  The income from continuing operations plus the non-cash charges were offset by changes in working capital accounts of $1.8 

million which included an increase in our accounts payable and accrued expenses of $1.3 million, an increase in advances paid to 

vendors of $1.0 million and increases in our prepaid and other current assets accounts of $524,000.  These changes were offset by a $1.3 

million reduction in inventory.  The remaining change was due to small differences in several smaller working capital accounts. 

 

Cash used in investing activities from continuing operations were $398,000 for the year ended December 31, 2009 and were related to 

net purchases of property and equipment to support our overall operations.     

 

Cash used in financing activities from continuing operations were $2.5 million for the year ended December 31, 2009.  The Company 

used $2.5 million to acquire treasury shares and received $23,000 from the exercise of stock options and warrants.   

 

Fiscal year ended December 31, 2008 

 

Cash flows provided from operating activities from continuing operations were $4.2 million for the year ended December 31, 2008.  

Cash flows from operating activities from continuing operations was derived from our loss from continuing operations of $36.5 million 

and increased by net non-cash charges which includes stock option, warrants, common shares issued to employees and vendors, 

depreciation, intangible assets amortization, goodwill and intangible assets impairment charges and changes in allowances for inventory 

obsolescence.  Total non-cash charges were $39.2 million.  The loss from continuing operations plus the non-cash charges were offset 

by $1.5 million in changes in working capital accounts which included a decrease in inventory of $574,000, a decrease in prepaid and 

other current assets of $281,000 and an increase in our accounts payable and accrued expenses balance of $631,000.  The remaining 

change was due to small differences in several smaller working capital accounts. 

 

Cash used in investing activities from continuing operations were $3.6 million.  We used $3.2 million on acquisitions, net of cash 

acquired.  In addition, we used $346,000 for the year ended December 31, 2008 related to net purchases of property and equipment to 

support our overall operations.     

 

Cash used in financing activities from continuing operations were $2.0 million for the year ended December 31, 2008.  The Company 

used $2.1 million to acquire treasury shares and received $54,000 from the exercise of stock options and warrants.   
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Contractual Obligations and Commitments 
 

At December 31, 2010, the Company did not have any material commitments for capital expenditures. The Company’s principal 

commitments for the next five fiscal years consisted of contractual commitments as summarized below. 
 

  Payments due by Fiscal Years Ending December 31, 

   Total   2011  2012  2013  2014  

2015 and 

Beyond 

             

Share repurchase obligation  $ 4,130,000 $ 1,770,000 $ 2,360,000 $ - $ - $ - 

Operating lease obligations    8,242,000   2,788,000   2,342,000   1,272,000   1,111,000    729,000  

             

Total contractual cash 

obligations $ 12,372,000  $ 4,558,000  $ 4,702,000  $ 1,272,000  $ 1,111,000  $ 729,000  

 

Share Repurchase Obligation 

In December 2010, the Company entered into an agreement to purchase approximately 3.9 million shares of its common stock from 

Joseph B. Marsh and Lee Marshall, the co-Chief Executive Officers of Tix Productions, Inc. ("TPI").  Under the terms of the securities 

purchase agreement, the Company will pay for the shares in eight quarterly installments commencing no later than January 3, 2011 for 

an aggregate purchase price of approximately $4.8 million, or $1.20 per share. The shares will initially be deposited into an escrow 

account as security for the sellers, during which time an appointee of the Company will have the right to vote the shares. Upon each of 

the final four quarterly payments, 25% of the shares will be released from escrow to the Company.  
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PART E – ISSUANCE HISTORY 

 

Item XVII. List of Securities Offerings and Shares Issued for Services in the Past Two Years. 

 

No common stock was issued for services in fiscal year 2010.   Prior to fiscal year 2010, the information required by this item has been 

included in the Company’s previous filings with the SEC and is incorporated by reference herein.   
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PART F – EXHIBITS 

 

Item XVIII. Material Contracts 

In December 2010, the Company entered into a Securities Purchase Agreement to sell its wholly-owned Live Entertainment subsidiary, 

Tix Productions, Inc. ("TPI"), to members of TPI's management.  Under the terms of the agreement, the Company sold 100% of the 

outstanding capital stock of TPI to TPI's management in exchange for approximately 2,333,333 shares of the Company's common stock. 

The purchasers are obligated to pay the Company up to $487,000 from distributions TPI receives from the Company's previous 

investments in "American Idiot" and "Rain - A Tribute to the Beatles on Broadway," both of which are currently performing on 

Broadway.  

In December 2010, the Company entered into an agreement to purchase approximately 3.9 million shares of its common stock from 

Joseph B. Marsh and Lee Marshall, the co-Chief Executive Officers of TPI.  Under the terms of the securities purchase agreement, the 

Company will pay for the shares in eight quarterly installments commencing no later than January 3, 2011 for an aggregate purchase 

price of approximately $4.8 million, or $1.20 per share. The shares were deposited into an escrow account as security for the sellers, 

during which time an appointee of the Company will have the right to vote the shares. Upon each of the final four quarterly payments, 

25% of the shares will be released from escrow to the Company. In connection with this sale, Mr. Marsh resigned from the Company's 

Board of Directors. 

In February 2011, our subsidiary Tix4Tonight acquired certain assets and assumed the responsibility of certain leases of VegasTix4Less, 

LLC, an affiliate of Vegas.com.  In addition, Vegas.com licensed Tix Corporation's United States patent covering the distribution of 

discount tickets.  The acquisition of these assets and the assumption of the leases provide us with greater coverage of the Las Vegas area 

in which to sell our discount tickets.  The purchase price was $4.0 million in cash of which $2.0 million was paid on closing and the 

remaining $2.0 million will be paid over the next eight years.  Both parties terminated its litigation against each other.   

 

Our other material contracts have been included in the Company’s previous filings with the SEC and are hereby incorporated by 

reference. 

 

Item XIX. Articles of Incorporation and Bylaws 

 

The Information required by this item has been included in the Company’s previous filings with the SEC and is herein incorporated by 

reference.  There have been no amendments to the articles of incorporation or the bylaws since those previously filed with the SEC. 

 

Item XX. Purchases of Equity Securities by the Issuer and Affiliated Purchasers.   

 

ISSUER PURCHASES OF EQUITY SECURITIES 

  

Date 

Total Number of Shares 

Purchased 

 

Average price paid 

per share 

Total 

Number of 

Shares 

Purchased as 

Part of 

Publicly 

Announced 

Plans or 

Programs 

Maximum 

number of 

shares that 

may yet be 

purchased 

under a 

publicly 

announced 

plan or 

program 

October 2010 -  -   

November 2010 -  -   

December 2010 6,266,524(2)(3) $ 1.20 1,340,103 3,659,897 (1) 

(1) On December 4, 2009, the Board of Directors increased the Company’s share repurchase authorization from one million to five million shares. This figure 
reflects the balance of the number of shares which may be repurchased under the authorization.  The Company did not repurchase any shares  under this  

authorization during 2010.   
(2) In December 2010, the Company entered into an agreement to purchase 3.9 million shares of its common stock from Joseph B. Marsh and Lee Marshall, the 

co-Chief Executive Officers of TPI, for an aggregate of $4.7 million.  These shares were not subject to the repurchase authorization. See Note 10 of the Notes 

to Consolidated Financial Statements for additional information.  
(3) In December 2010, the Company entered into a Securities Purchase Agreement to sell its wholly-owned Live Entertainment subsidiary, Tix Productions, Inc. 

("TPI"), to members of TPI's management.  Under the terms of the agreement, the Company sold 100% of the outstanding capital stock of TPI to TPI's 

management in exchange for approximately 2,333,333 shares of the Company's common stock (with an aggregate value of $2.8 million) based on the market 
price on the date of closing). These shares were not subject to the repurchase authorization.  See Note 10 of the Notes to Consolidated Financial Statements for 

additional information. 
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Item XXI. Issuer’s Certification   

 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER 

 

I, Mitch Francis, certify that: 

 

1. I have reviewed this annual disclosure statement of Tix Corporation; 

2. Based on my knowledge, this disclosure statement does not contain any untrue statement of a material fact or omit to state 

a material fact necessary to make the statements made, in light of the circumstances under which such statements were 

made, not misleading with respect to the period covered by this disclosure statement; and 

3. Based on my knowledge, the financial statements, and other financial information included or incorporated by reference in 

this disclosure statement, fairly present in all material respects the financial condition, results of operations and cash flows 

of the issuer as of, and for, the periods presented in this disclosure statement. 

Date: March 15, 2011    /s/ Mitch Francis 

  Mitch Francis       

  Chairman and Chief Executive Officer 

 

CERTIFICATION OF CHIEF FINANCIAL OFFICER 

 

I, Steve Handy, certify that: 

 

1. I have reviewed this annual disclosure statement of Tix Corporation; 

2. Based on my knowledge, this disclosure statement does not contain any untrue statement of a material fact or omit to state 

a material fact necessary to make the statements made, in light of the circumstances under which such statements were 

made, not misleading with respect to the period covered by this disclosure statement; and 

3. Based on my knowledge, the financial statements, and other financial information included or incorporated by reference in 

this disclosure statement, fairly present in all material respects the financial condition, results of operations and cash flows 

of the issuer as of, and for, the periods presented in this disclosure statement. 

Date: March 15, 2011    /s/ Steve Handy 

  Steve Handy        

Chief Financial Officer 
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Report of Independent Public Accounting Firm 

 

To the Board of Directors 

Tix Corporation 

Studio City, California 

 

We have audited the accompanying consolidated balance sheets of Tix Corporation and Subsidiaries (the 

―Company‖) as of December 31, 2010 and 2009, and the related consolidated statements of operations and 

comprehensive loss, stockholders’ equity and cash flows for each of the three years in the period ended December 

31, 2010.  These consolidated financial statements are the responsibility of the Company's management. Our 

responsibility is to express an opinion on these consolidated financial statements based on our audits. 

 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 

America. Those standards require that we plan and perform the audits to obtain reasonable assurance about 

whether the financial statements are free of material misstatement. An audit includes consideration of internal 

control over financial reporting as a basis of designing audit procedures that are appropriate in the circumstances, 

but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over 

financial reporting.  Accordingly, we express no such opinion.  An audit also includes examining, on a test basis, 

evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles 

used and significant estimates made by management, as well as evaluating the overall financial statement 

presentation. We believe that our audits provide a reasonable basis for our opinion. 

 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 

financial position of Tix Corporation and Subsidiaries as of December 31, 2010 and 2009, and the results of their 

operations and their cash flows for each of the three years in the period ended December 31, 2010, in conformity 

with accounting principles generally accepted in the United States of America.   

 

 

Weinberg & Company, P.A. 

Los Angeles, California 

 

March 14, 2011 
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TIX CORPORATION AND SUBSIDIARIES  

CONSOLIDATED BALANCE SHEETS  

          

     December 31,   December 31,  

     2010   2009  

Assets   

Current assets:       

  Cash   $ 8,816,000   $ 9,885,000    

 Accounts receivable  251,000   138,000   

  Advances to vendors   -     964,000    

 Inventory, net  1,792,000   2,117,000   

  Prepaid expenses and other current assets   777,000     749,000    

 Current assets of discontinued operations  -   2,544,000  

  Total current assets  11,636,000   16,397,000   

       

Property and equipment, net  1,512,000    1,227,000  

       

Other assets:       

  Intangible assets:            

  Goodwill  2,879,000   1,670,000   

    Intangibles, net   2,457,000     2,411,000    

  Total intangible assets  5,336,000   4,081,000   

  Deposits and other assets   360,000     92,000    

 Long term assets of discontinued operations  -   7,765,000  

  Total other assets  5,696,000   11,938,000   

      Total assets $ 18,844,000   $ 29,562,000    

          

Liabilities and Stockholders’ Equity   

Current liabilities:       

  Accounts payable $ 2,603,000   $ 1,667,000    

 Accrued expenses  900,000   788,000   

  Deferred revenue   107,000     133,000    

 Other current liabilities  106,000   103,000  

 Share repurchase obligation – short term – net   1,707,000   -   

 Current liabilities of discontinued operations  -   5,743,000  

  Total current liabilities   5,423,000    8,434,000   

                   

Share repurchase obligation – net   2,313,000   -  

       

Commitments and contingencies            

          

Stockholders’ equity:            

 Preferred stock, $.01 par value; 500,000 shares authorized; none issued       

  

Common Stock, $.08 par value; 100,000,000 shares authorized; 24,856,833 

shares net of 8,606,627 treasury shares, and 31,123,357 shares net of 2,340,103 

treasury shares issued and outstanding at December 31, 2010 and December 31, 

2009 respectively   2,678,000     2,678,000    

 Additional paid-in capital  90,434,000   89,955,000   

  Cost of shares held in treasury   (12,084,000)     (4,610,000)   

 Accumulated deficit  (69,922,000)   (66,902,000)  

  Accumulated other comprehensive gain   2,000     7,000   

  Total stockholders’ equity  11,108,000   21,128,000   

      Total liabilities and stockholders’ equity $ 18,844,000   $ 29,562,000    

 

 

See accompanying notes to the consolidated financial statements.  
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TIX CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS 

         

 Years Ended December 31, 

  2010   2009   2008 

         

Revenues $ 30,882,000   $ 27,335,000    $ 24,981,000  

Operating expenses:         

Direct costs of revenues   14,353,000     12,427,000      12,602,000  

Selling, general and administrative expenses   12,749,000   11,603,000   12,055,000 

Depreciation and amortization  1,660,000   1,707,000   3,685,000 

Impairment of goodwill  -                          -          25,445,000  

Impairment of intangible assets   -                            -              7,687,000  

Total costs and expenses   28,762,000     25,737,000      61,474,000  

Income (loss) from continuing operations  2,120,000   1,598,000    (36,493,000) 

Other income (expense):                

Other income (expense)   41,000     9,000      (31,000)  

Interest income  29,000   33,000    41,000  

Interest expense   (14,000)     (10,000)     (16,000) 

Other income (expense), net  56,000   32,000   (6,000)  

Income (loss) from continuing operations   2,176,000     1,630,000     (36,499,000) 

Discontinued operations:                 

Income (loss) from operations of discontinued operations   (5,284,000)   (2,148,000)   1,835,000 

Gain on sale of discontinued operations   88,000     -      -  

Loss on discontinued operations  (5,196,000)   (2,148,000)   1,835,000  

Net loss  (3,020,000)   (518,000)   (34,664,000) 

Other comprehensive income (loss)         

Foreign currency translation adjustment  5,000   36,000   (29,000) 

Comprehensive loss $ (3,025,000)  $ (482,000)  $ (34,693,000) 

                 

         

Net income (loss) per common share – continuing operations $ 0.07  $ 0.05  $ (1.14) 

Net income (loss) per common share – discontinued operations  (0.17)   (0.07)   0.06 

Net loss per common share – basic and diluted  $ (0.10)  $ (0.02)  $ (1.08) 

                 

Weighted average common shares outstanding – basic and diluted  30,523,739   32,388,829      31,962,375  

         
 

 

 

 

 

 

 

See accompanying notes to the consolidated financial statements. 

  

 

   



F-5 

 

TIX CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY 

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008 
             Accumulated    

     Additional      Other   Total 

 Common Stock   Paid In   Accumulated  Treasury   Comprehensive   Stockholders’ 

 Shares Amount   Capital   Deficit   Stock   Loss   Equity 

Balance, December 31, 
2007 30,402,325 $ 2,432,000 $ 81,034,000 $ (31,720,000) $ - $ - $ 51,746,000 

              

Issuance of common stock 
to consultants 85,564  7,000  417,000        424,000 

              

Issuance of common stock 
to officers and employees 216,667  17,000  30,000        47,000 

              

Issuance of common stock 
upon exercise of warrants 

and options 1,326,059  106,000  (52,000)        54,000 

              

Fair value of options 

issued to employees and 

directors -  -  1,706,000        1,706,000 

              

Issuance of common  
stock for acquisitions 1,047,618  84,000  4,768,000        4,852,000 

              

Fair value of warrants 
issued to outside 

consultants     159,000        159,000 

              

Cost of treasury stock (732,370)        (2,098,000)    (2,098,000) 

              

Foreign currency 

translation adjustment           (29,000)  (29,000) 

              

Net loss       (34,664,000)      (34,664,000) 

Balance, December 31, 
2008   32,345,863      2,646,000       88,062,000       (66,384,000)      (2,098,000)    

            
(29,000)        22,197,000  

              

Issuance of common stock 

to consultants          50,000            5,000           114,000                         119,000  

              

Issuance of common stock 

to officers and employees          38,194            3,000               5,000                             8,000  
               

Issuance of common stock 

upon exercise of warrants 
and options        106,557            9,000    

       
(55,000)                        (46,000) 

               

Fair value of options 

issued to employees and 

directors             1,363,000                      1,363,000  

               

Issuance of common stock 
related to acquisition of 

Magic Arts & 

Entertainment        190,476          15,000           241,000                         256,000  

              

Fair value of warrants 

issued to outside 
consultants                225,000                         225,000  
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TIX CORPORATION AND SUBSIDIARIES 
 

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY – (CONTINUED) 
 

YEARS ENDED DECEMBER 31, 2010 AND 2009 
 

Cost of Treasury Stock (1,607,733)        (2,512,000)    (2,512,000) 

              

Foreign currency 

translation adjustment                                  36,000               36,000  

              

Net loss            (518,000)             (518,000) 

Balance, December 31, 

2009   31,123,357      2,678,000       89,955,000       (66,902,000)      (4,610,000)                   7,000         21,128,000  

Fair value of options and 

warrants issued to 

employees and directors             479,000                      479,000  

               
Shares received upon sale 

of subsidiary (2,333,333)                   (2,800,000)         (2,800,000)  

              

Cost of treasury shares (3,933,191)        (4,674,000)    (4,674,000) 

              

Foreign currency 

translation adjustment                                  (5,000)               (5,000)  

              

Net loss            (3,020,000)             (3,020,000) 

Balance, December 31, 

2010   24,856,833  

 

$   2,678,000  

 

$    90,434,000  

 

$    (69,922,000) 

 

$  

  

(12,084,000) 

 

$                 2,000  

 

$      11,108,000  

              

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to the consolidated financial statements.   

 



F-7 

 

  

TIX CORPORATION AND SUBSIDIARIES  

CONSOLIDATED STATEMENTS OF CASH FLOW  

           

  Years Ended December 31,  

  2010  2009  2008  

           

Cash flows from operating activities:                     

Net loss  $ (3,020,000)  $ (518,000) $  (34,664,000)  

Adjustments to reconcile net loss to cash provided by operating activities:                

    (Gain) loss on discontinued operations   5,196,000   2,148,000   (1,835,000)  

Depreciation   563,000   495,000   470,000  

Non-cash imputed  interest expense   10,000   -   -  

Impairment of goodwill     -     -   25,445,000   

Impairment of intangible assets   -   -   7,687,000  

Amortization of intangible assets     1,095,000     1,211,000   3,215,000   

Fair valued common stock issued for services to employees   -   8,000   47,000  

Fair valued common stock issued for services to consultants     -     119,000   424,000   

Fair value of options and warrants issued to employees and directors   479,000   1,363,000   1,706,000  

Fair value of warrants issued to consultants     -     225,000   159,000   

Loss on advance to vendors   991,000   -   -  

Change in allowance of inventory   (73,000)   45,000   44,000  

(Increase) decrease in:           

Accounts receivable     (113,000)     (98,000)   89,000   

Advances to vendors   (27,000)   (964,000)   -  

Inventory   398,000   1,158,000   574,000  

Prepaid expenses and other current assets     (296,000)     (524,000)   281,000   

Increase (decrease) in:                

Accounts payable and accrued expenses   1,048,000   (1,271,000)   631,000  

Deferred revenue   (26,000)   30,000   49,000  

Other current liabilities      3,000     (90,000)   (148,000)   

Net cash provided by operating activities from continuing operations   6,228,000   3,337,000   4,174,000  

Net cash (used in) operating activities from discontinued operations   (3,402,000)   2,858,000   3,350,000  

Net cash provided by operating activities   2,826,000   6,195,000   7,524,000  

                 

Cash flows from investing activities:           

Purchases of property and equipment     (698,000)     (398,000)   (346,000)   

Acquisitions, net of cash acquired   (1,500,000)   -   (3,225,000)  

Net cash used in investing activities     (2,198,000)     (398,000)   (3,571,000)   

Net cash used in investing activities from discontinued operations   (27,000)   (2,651,000)   (108,000)  

Net cash used in investing activities   (2,225,000)   (3,049,000)   (3,679,000)  

           

Cash flows from financing activities:           

Cost of Treasury Stock, net of fees   (665,000)   (2,512,000)   (2,098,000)  

Repayment of acquisition note     (1,000,000)     -   -   

Net proceeds from exercise of options and warrants     -     23,000   54,000   

Net cash used in financing activities   (1,665,000)   (2,489,000)   (2,044,000)  

            

Effect of exchange rate changes on cash   (5,000)   36,000   (26,000)  

  



F-8 

 

TIX CORPORATION AND SUBSIDIARIES  

CONSOLIDATED STATEMENTS OF CASH FLOW (CONTINUED) 

 
Change in cash:  

           

Net (decrease) increase     (1,069,000)     693,000   1,775,000   

Balance at beginning of period   9,885,000   9,192,000   7,417,000  

Balance at end of period   $ 8,816,000   $ 9,885,000 $  9,192,000   

           

Supplemental disclosures of cash flow information:                    

           

Cash paid for:                    

Income taxes  $ -  $ 604,000 $  -  

Interest   $ 4,000   $ 13,000   $  19,000    

           

Non-cash investing activities:                    

Issuance of earn-out shares of 190,476 and originally issued 1,047,618 shares of 

common stock in conjunction with acquisitions  $ -  $ 256,000   $ 4,852,000   

  $ -  $ 256,000  

$ 

 4,852,000  

Non-cash financing activities:                    

Issuance of common stock as payment for accrued bonus    $ -   $  -   $ 29,000    

Repurchase of common shares, excluding imputed interest   (4,598,000)        

Receipt of common shares on sale of Live Entertainment division   (2,800,000)   -   -  

Equipment acquired through capital lease   -   -   22,000   

Exercise of options    -    69,000     -   

  $ (7,398,000)  $ 69,000  $ 51,000  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to the consolidated financial statements.    
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TIX CORPORATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008 

 
1. Organization and Basis of Presentation 

 

Tix Corporation (the ―Company‖) was incorporated in Delaware in April 1993 under the name Cinema Ride, Inc. The Company 

changed its name from Cinema Ride, Inc. to Tix Corporation effective March 3, 2005. Tix Corporation is an entertainment company 

providing discount ticketing and discount dinner reservations and branded event merchandising.  Ticketing services is comprised of our 

subsidiary Tix4Tonight, LLC and Exhibit Merchandising is comprised of our subsidiary Exhibit Merchandising, LLC.   

 

Reclassifications 

 

Certain financial results have been reclassified to conform to the current year presentation.  Such reclassifications include the 

presentation of our previously owned live entertainment division, Tix Productions, Inc. (TPI), as assets held for sale and discontinued 

operations in accordance with the authoritative guidance provided by the Financial Accounting Standards Board.  We completed the sale 

of TPI on December 9, 2010.  And as such, we reclassified our consolidated balance sheet as of December 31, 2009 to show the assets 

and liabilities of TPI as a discontinued operation. We also reclassified our consolidated statements of operations and statements of cash 

flows for the years ended December 31, 2009 and 2008 to show the results of TPI as discontinued operations.  
  
 Operating Segments 

 

Ticketing Services 
  

Our Ticketing Services are carried out by our wholly owned subsidiary Tix4Tonight, which offers for sale discount show and discount 

dinner reservations.   When selling last minute discounted tickets, Tix4Tonight sells them under short-term, exclusive and non-exclusive 

agreements with the majority of Las Vegas shows and attractions running at any one time.  Tix4Tonight typically does not know exactly 

what shows it will be able to offer tickets for until the same day of the show. There are usually many more tickets available each day 

than are sold, although it is not uncommon for Tix4Tonight to sell out its supply of tickets for individual shows. The shows are paid on a 

weekly basis only for the tickets that Tix4Tonight actually sells to customers. Tix4Tonight has no financial risk with respect to unsold 

tickets and revenues are recorded at net of cost, that is, we record only the commissions and service fees as revenues.  

 

Because of the seasonal nature of tourism and convention attendance in Las Vegas, attendance patterns at Las Vegas shows may vary 

accordingly. The nature and degree of this seasonality varies among Las Vegas shows depending on the time of year, as well as the 

nature of entertainment alternatives available to audiences. Tix4Tonight’s revenues are more dependent on the type of shows being 

offered for sale than seasonality. 

 

Exhibit Merchandising 
  

We provide branded event merchandising through our wholly owned subsidiary Exhibit Merchandising. Exhibit Merchandising provides 

retail specialty stores with branded merchandise for touring museum exhibitions and touring theatrical productions. Exhibit 

Merchandising owns and operates complete turnkey retail stores with commercially available and extensive custom branded products for 

sale.   

  

Exhibit Merchandising offers exhibit and theatrical producers the opportunity for additional revenue streams without adding the retail 

expertise required to manage the operations, thereby leveraging the use of Exhibit Merchandising’s expertise and knowledge in the 

specialized retail world. Producers receive a royalty payment based upon gross sales that occur in each period with no other expense to 

the producer. 

 
2. Summary of Significant Accounting Policies 

 

Revenue Recognition 
 

The Company has several streams of revenue, each of which is required under Generally Accepted Accounting Principles (GAAP) to be 

recognized in varying ways. The following is a summary of our revenue recognition policies: 
 

The Company’s Las Vegas discount show ticketing business recognizes as revenue the commissions and related transaction fees earned 

from the sale of Las Vegas show tickets at the time the tickets are paid for by and delivered to the customers. The Company’s 

commissions are calculated based on the face value of the show tickets sold. The Company’s transaction fees are charged on a per-ticket 

basis. With certain exceptions, ticket sales are generally non-refundable, although same-day exchanges of previously sold tickets are 

permitted. Claims for ticket refunds, which are generally received and paid the day after the show date, are charged back to the 
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respective shows and are recorded as a reduction to the Company’s commissions and fees at the time that such refunds are processed. 

The Company does not have accounts receivable associated with its sales transactions, as payment is collected at the time of sale. 
 

Tix4Dinner offers reservations for discounted dinners at various restaurants surrounding the Las Vegas strip and downtown with dining 

at specific times on the same day or in some cases the day after the sale. Tix4Dinner recognizes as revenue the transaction fees earned 

from the booking of dinner reservations at the time that the reservations are made and a subsequent nominal fee from the restaurant at 

the time the reservation is used. At this time, the Company has immaterial amounts of accounts receivable and does not have any 

accounts payable associated with the Tix4Dinner operations, as the Company collects the transaction fee at the time that the reservation 

is made, and the dinner payment is collected directly by the restaurant. 
 

Exhibit Merchandising recognizes retail store sales at the time the customer takes possession of the merchandise. Sales are recorded net 

of discounts and returns and exclude sales tax. Discounts are estimated based upon historical experience. For online sales, revenue is 

recognized free on board ("FOB") origin where title and risk of loss pass to the buyer when the merchandise leaves the Company's 

distribution facility at the time of shipment, which we refer to as the date of purchase by the customer. Sales are recognized net of 

merchandise returns, which are reserved for based on historical experience. Shipping and handling revenues from sales are included as a 

component of net sales. Conversely, shipping and handling costs are a component of direct cost of revenues. The Company does not 

have any accounts receivable associated with this business, as all transactions are done by credit card. 
 

Revenue Concentrations  
 

Our Ticketing Services segment revenues are derived from the sale of discount show tickets and discount dinner reservations.  The 

shows appear at different venues, hotels or theatres; however no single show, venue or theatre was greater than 10% of revenues.   

 

Exhibit Merchandising generates its revenues from the King Tutankhamun, Cleopatra and Real Pirates Tours which were obtained 

exclusively through its relationship with Arts and Exhibitions International, LLC (AEI), a subsidiary of AEG.  There is no guarantee that 

our relationship with AEI will continue to allow us to work on future exhibits obtained by AEI.     

 

Consolidation 
 

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. Intercompany 

transactions and balances are eliminated in consolidation. 

 

Inventory 
 

We record inventories at the lower of cost on a First-In, First-Out (FIFO) basis or market value. We assess the value of our inventories 

periodically based upon numerous factors including expected product or material demand, current market conditions, current cost and 

net realizable value. If necessary, we write down our inventory for estimated obsolescence, potential shrinkage, or unmarketable 

inventory equal to the difference between the cost of inventory and the estimated market value based upon assumptions about future 

demand and market conditions. 
 

Business Combinations 
 

We allocate the purchase price of acquired companies to the tangible assets acquired, liabilities assumed, and intangible assets acquired 

based on their estimated fair values. The excess of the purchase price over these fair values is recorded as goodwill. We engage 

independent third-party appraisal firms to assist us in determining the fair values of assets acquired and liabilities assumed. Such 

valuations require management to make significant estimates and assumptions, especially with respect to intangible assets. The 

significant purchased intangible assets recorded by Tix include customer contracts and trade names.  

 

Critical estimates in valuing certain intangible assets include but are not limited to: future expected cash flows from customer contracts, 

customer lists, distribution agreements, and intellectual property; estimating cash flows from projects when completed, and discount 

rates. Management's estimates of fair value are based upon assumptions believed to be reasonable, but which are inherently uncertain 

and unpredictable and, as a result, actual results may differ from estimates.  

 

Assets Held for Sale and Results of Discontinued Operations 

 

We account for assets held for sale and discontinued operations in accordance with the authoritative guidance provided by the Financial 

Accounting Standards Board, which requires that a component of an entity that has been disposed of or is classified as held for sale and 

has operations and cash flows that can be clearly distinguished from the rest of the entity be reported as assets held for sale and 

discontinued operations. In the period a component of an entity has been disposed of or classified as held for sale, we reclassify the 

results of operations for current and prior periods into a single caption titled Income (loss) from discontinued operations, net of income 

tax benefit (expense). In addition, we classify the assets and liabilities of those components as current and noncurrent assets and 

liabilities held for sale in our consolidated balance sheets. We also classify cash flows related to discontinued operations as one line item 

within each category of cash flows in our consolidated statements of cash flows. 
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Property and Equipment 
 

Property and equipment are stated at cost or fair value at date of acquisition. Depreciation which is recorded for both owned assets and 

assets under capital leases, at the time property and equipment is placed in service using the straight-line method over the estimated 

useful lives of the related assets, which range from three to ten years. Leasehold improvements are amortized over the shorter of the 

expected useful lives of the related assets or the lease term. 
  
Stock-Based Compensation 
 

The Company periodically issues stock options and warrants to employees and non-employees in non-capital raising transactions for 

services and for financing costs. The Company accounts for stock option and warrant grants issued and vesting to employees based on 

the authoritative guidance provided by the Financial Accounting Standards Board whereas the value of the award is measured on the 

date of grant and recognized over the vesting period. The Company accounts for stock option and warrant grants issued and vesting to 

non-employees in accordance with the authoritative guidance of the Financial Accounting Standards Board whereas the value of the 

stock compensation is based upon the measurement date as determined at either a) the date at which a performance commitment is 

reached, or b) at the date at which the necessary performance to earn the equity instruments is complete. Non-employee stock-based 

compensation charges generally are amortized over the vesting period on a straight-line basis. In certain circumstances where there are 

no future performance requirements by the non-employee, option grants are immediately vested and the total stock-based compensation 

charge is recorded in the period of the measurement date.  

 

The fair value of Tix’s common stock option grant is estimated using the Black-Scholes option pricing model, which uses certain 

assumptions related to risk-free interest rates, expected volatility, expected life of the common stock options, and future dividends. 

Compensation expense is recorded based upon the value derived from the Black-Scholes option pricing model, and based on actual 

experience. The assumptions used in the Black-Scholes option pricing model could materially affect compensation expense recorded in 

future periods. 

 

Intangible Assets and Goodwill 
 

The Company accounts for intangible assets and goodwill in accordance with the authoritative guidance issued by the Financial 

Accounting Standards Board. Intangibles are valued at their fair market value and are amortized taking into account the character of the 

acquired intangible asset and the expected period of benefit. The Company evaluates intangible assets and goodwill for impairment, at a 

minimum, on an annual basis and whenever events or changes in circumstances indicate that the carrying value may not be recoverable 

from its estimated undiscounted future cash flows. Recoverability of intangible assets is measured by comparing their net book value to 

the related projected undiscounted cash flows from these assets, considering a number of factors, including past operating results, 

budgets, economic projections, market trends and product development cycles. If the net book value of the asset exceeds the related 

undiscounted cash flows, the asset is considered impaired, and a second test is performed to measure the amount of impairment loss.   

 

During the year ended December 31, 2010, the Company announced the hiring of an investment banker to explore strategic alternatives, 

including the sale of, its Live Entertainment segment.  As part of the process, the investment bankers performed a valuation of the 

segment and based on the range of values obtain, it became evident that the recorded value of goodwill related to the Live Entertainment 

segment was impaired.  Based upon the results of the valuation, the Company’s management recorded a charge reducing goodwill by 

$4.2 million which is included in discontinued operations.     

 

During the year ended December 31, 2008, we recorded an impairment charge of $33.1 million related to goodwill and intangible assets 

related to the assets acquired from our acquisition of Exhibit Merchandising, LLC.  

 

There were no other indications of impairment based on management’s assessment at December 31, 2010 or 2009.  Factors we consider 

important that could trigger an impairment review include significant underperformance relative to historical or projected future 

operating results, significant changes in the manner of the use of our assets or the strategy for our overall business, and significant 

negative industry or economic trends. If current economic conditions worsen causing decreased revenues and increased costs, we may 

have further goodwill impairments. 
  
Income Taxes 
 

Current income tax expense is the amount of income taxes expected to be payable for the current year. A deferred income tax asset or 

liability is established for the expected future consequences of temporary differences in the financial reporting and tax basis of assets and 

liabilities. The Company considers future taxable income and ongoing, prudent and feasible tax planning strategies, in assessing the 

value of its deferred tax assets. If the Company determines that it is more likely than not that these assets will not be realized, the 

Company will reduce the value of these assets to their expected realizable value, thereby decreasing net income. Evaluating the value of 

these assets is necessarily based on the Company’s judgment. If the Company subsequently determined that the deferred tax assets, 

which had been written down, would be realized in the future, the value of the deferred tax assets would be increased, thereby increasing 

net income in the period when that determination was made. 
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The Company prescribes a recognition threshold and a measurement attributable for the financial statement recognition and 

measurement of tax positions taken or expected to be taken in a tax return. For those benefits to be recognized, a tax position must be 

more likely than not to be sustained upon examination by taxing authorities. The amount recognized is measured as the largest amount 

of benefit that is greater than 50% likely of being realized. 
 

Fair Value Measurements 
 

The Company uses various inputs in determining the fair value of its investments and measures these assets on a recurring basis. 

Financial assets recorded at fair value in the consolidated balance sheets are categorized by the level of objectivity associated with the 

inputs used to measure their fair value. Authoritative guidance provided by the FASB defines the following levels directly related to the 

amount of subjectivity associated with the inputs to fair valuation of these financial assets:  

 

        Level 1—Quoted prices in active markets for identical assets or liabilities.  

        Level 2—Inputs, other than the quoted prices in active markets, that is observable either directly or indirectly.  

        Level 3—Unobservable inputs based on the Company's assumptions.  

 

Regarding the share repurchase commitment discussed in Note 10, the Company valued the shares using Level 3 inputs.   

 

Foreign Currency 
 

Results of foreign operations are translated into U.S. dollars using the average exchange rates during the year. The assets and liabilities 

of those operations are translated into U.S. dollars using the exchange rates at the balance sheet date.  

 

Net Income (Loss) Per Common Share 
 

Basic net income per common share is computed by dividing the net income (loss) available to common stockholders by the weighted 

average number of common shares outstanding during the period. The diluted earnings per share calculation give effect to all potentially 

dilutive common shares outstanding during the period using the treasury stock method. These potentially dilutive securities were not 

included in the calculation of loss per share for the years ended December 31, 2009, 2008 and 2007, because the Company incurred a 

loss during those periods and thus their effect would have been anti-dilutive. Accordingly, basic and diluted loss per share is the same 

for the years ended December 31, 2010, 2009 and 2008.  At December 31, 2010, 2009 and 2008, potentially dilutive securities consisted 

of outstanding warrants and stock options to acquire an aggregate of 3,448,000, 2,201,000 and 3,935,000 shares, respectively. 

Issued but unvested shares of common stock are excluded from the calculation of basic earnings per share, but are included in the 

calculation of diluted earnings per share, when dilutive. 

 

Comprehensive Income (Loss) 
 

The Company reports comprehensive income, its components and accumulated balances in a full set of general purpose financial 

statements. This include all changes in equity except those resulting from investments by owners and distributions to owners, including 

adjustments to minimum pension liabilities, accumulated foreign currency translation, and unrealized gains or losses on marketable 

securities. During the years ended December 31, 2010, 2009 and 2008, the Company had a comprehensive (loss) gain of ($29,000), 

$36,000 and ($29,000), respectively.  
  
Accounting Estimates 
 

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America 

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. 
 

Advertising Costs 
 

Advertising costs are charged to operations as selling and marketing expenses at the time the costs are incurred. Advertising costs for the 

years ended December 31, 2010, 2009, and 2008 were $592,000, $771,000 and $662,000, respectively. 

 

Impairment of Long-Lived Assets 
 

Authoritative guidance issued by the Financial Accounting Standards Board established guidelines regarding when impairment losses on 

long-lived assets, which include property and equipment, should be recognized, and how impairment losses should be measured. 

Authoritative guidance from the Financial Accounting Standards Board also provided a single accounting model for long-lived assets to 

be disposed of and significantly changed the criteria that would have to be met to classify an asset as held-for-sale. 
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Management regularly reviews property, equipment and other long-lived assets for possible impairment. This review occurs quarterly, or 

more frequently if events or changes in circumstances indicate the carrying amount of the asset may not be recoverable. If there is 

indication of impairment, then management prepares an estimate of future cash flows (undiscounted and without interest charges) 

expected to result from the use of the asset and its eventual disposition. If these cash flows are less than the carrying amount of the asset, 

an impairment loss is recognized to write down the asset to its estimated fair value. Management believes that the accounting estimate 

related to impairment of its property and equipment is a ―critical accounting estimate‖ because: (1) it is highly susceptible to change 

from period to period because it requires management to estimate fair value, which is based on assumptions about cash flows and 

discount rates; and (2) the impact that recognizing an impairment would have on the assets reported on the Company’s balance sheet, as 

well as net income, could be material. Management’s assumptions about cash flows and discount rates require significant judgment 

because actual revenues and expenses have fluctuated in the past and are expected to continue to do so. There were no indications of 

impairment based on management’s assessment at December 31, 2010 or 2009. At December 31, 2008, Tix’s management recorded 

impairment charges to goodwill and intangible assets of $25.4 million and $7.7 million, respectively. There can be no assurance that 

future goodwill impairments will not occur. 

 

Changes in forecasted operations can materially affect these estimates.  Once an impairment of goodwill or other intangible assets has 

been recorded, it cannot be reversed. 

 

Recent Accounting Pronouncements 
 

 In April 2010 the Financial Accounting Standards Board (FASB) issued new accounting guidance in applying the milestone method of 

revenue recognition to research or development arrangements. Under this guidance management may recognize revenue contingent upon 

the achievement of a milestone in its entirety, in the period in which the milestone is achieved, only if the milestone meets all the criteria 

within the guidance to be considered substantive. This standard is effective on a prospective basis for research and development 

milestones achieved in fiscal years, beginning on or after September 15, 2010. Early adoption is permitted; however, adoption of this 

guidance as of a date other than January 1, 2011 will require the Company to apply this guidance retrospectively effective as of 

January 1, 2010 and will require disclosure of the effect of this guidance as applied to all previously reported interim periods in the fiscal 

year of adoption. As the Company plans to implement this standard prospectively, the effect of this guidance will be limited to future 

transactions. The Company does not expect adoption of this standard to have a material impact on its financial position or results of 

operations as it has no material research and development arrangements which will be accounted for under the milestone method. 

 

Other recent accounting pronouncements issued by the FASB, including its Emerging Issues Task Force, the AICPA did not or is not 

believed by management to have a material impact on the Company's present or future consolidated financial statements. 

 

3. Inventory 

 

Inventory is related to our Exhibit Merchandising segment.  The table below displays our inventory balances as of December 31, 2010 

and 2009, respectively.  

 
  December 31, 2010   December 31, 2009  

Finished goods $  2,164,000   $  2,562,000    

Less: allowance for obsolescence   (372,000)        (445,000)   

 Total inventory, net $ 1,792,000  $   2,117,000  

 
4. Property and Equipment  

 

The table below displays our property and equipment balances as of December 31, 2010 and 2009, respectively.  

 
  December 31, 2010   December 31, 2009  

Office equipment and furniture $  2,953,000   $  2,117,000    

Equipment under capital lease  386,000   386,000   

Leasehold improvements   365,000     353,000    

 Property and equipment  3,704,000     2,856,000   

Less accumulated depreciation   (2,192,000)        (1,629,000)   

 Total property and equipment, net $ 1,512,000  $   1,227,000   

 
Depreciation expense was $563,000, $495,000 and $470,000 for the years ended December 31, 2010, 2009 and 2008, respectively.    
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5. Acquisitions 

 

All Access Entertainment, LLC: 

On February 10, 2010 the Company entered into an Asset Purchase Agreement with All Access Entertainment, LLC (All Access) with 

an effective date of March 1, 2010.  Pursuant to the Asset Purchase Agreement, the Company paid the owner of All Access $1.5 million 

in cash and issued a secured convertible promissory note in the principal amount of $1.0 million which has been paid.  The secured 

convertible promissory note is secured by the assets purchased.  

 
The Company additionally entered into a two-year Consulting Agreement, which can be, and was, cancelled in fiscal year 2011 on the 

first anniversary, with the former owner of All Access. The Consulting Agreement requires the former owner of All Access to maintain 

the former business relationships of All Access and to pursue additional strategic alliances on behalf of the Company.  The Consulting 

Agreement provides an annual compensation of $200,000.    
 

The assets of All Access Entertainment consisted primarily of a small amount of property and equipment and operating lease 

agreements. The All Access business was immediately absorbed and integrated into our existing Las Vegas discount ticketing business.  

The acquisition of All Access has been accounted for as a purchase in accordance with authoritative guidance issued by the FASB and 

the operations of the company have been consolidated commencing with the closing of the transaction.  The $2.5 million purchase price 

was allocated and based upon the fair value of the acquired assets as determined by management with the assistance of an independent 

valuation firm. 
  
Allocation of the Purchase Price of All Access: 

 

  Purchase Price 

Allocation 

 

Tangible assets, net of liabilities assumed:   $ 150,000   

Intangible assets:        

Contract commitments     922,000   

Employment Agreements     219,000   

Goodwill     1,209,000   

Purchase price   $ 2,500,000   

  
6. Discontinued Operations  

 

We account for assets held for sale and discontinued operations in accordance with the authoritative guidance provided by the Financial 

Accounting Standards Board, which requires that a component of an entity that has been disposed of or is classified as held for sale and 

has operations and cash flows that can be clearly distinguished from the rest of the entity be reported as assets held for sale and 

discontinued operations. In the period a component of an entity has been disposed of or classified as held for sale, we reclassify the 

results of operations for current and prior periods into a single caption titled Income (loss) from discontinued operations, net of income 

tax benefit (expense). In addition, we classify the assets and liabilities of those components as current and noncurrent assets and 

liabilities held for sale in our consolidated balance sheets. We also classify cash flows related to discontinued operations as one line item 

within each category of cash flows in our consolidated statements of cash flows. 

On December 8, 2010, the Company announced that it had completed the sale of its live entertainment division, Tix Productions, Inc 

(TPI).  Under the terms of the agreement, the Company sold 100% of the outstanding capital stock of TPI to TPI's management in 

exchange for approximately 2.3 million shares of the Company's common stock valued at $2.8 million (based on the fair value of the 

shares on the date of sale) and up to $487,000 from future distributions TPI receives from the Company's previous investments in 

"American Idiot" and "Rain - A Tribute to the Beatles on Broadway," both of which are currently performing on Broadway.  The 

common stock received from TPI’s management are being held in escrow until the Company fulfills payments for a simultaneous 

purchase agreement  with substantially the same buyers (see Note 10).    The $487,000 has been recorded as a receivable and is included 

in prepaids and other assets in the consolidated balance sheet.  The Company recorded a gain on the sale of $88,000 which represented 

the fair value of the consideration received of approximately $4.1 million in excess of the net assets sold and direct costs of the sale of 

approximately $4.0 million.   
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The financial results attributable to the TPI have been presented as discontinued operations.  The decision to proceed with the sale 

resulted in an impairment charge of $4.2 million in 2010.  The following table summarizes the results of TPI business included in the 

consolidated statements of income as discontinued operations for 2010, 2009 and 2008:   

 

 
December 31, 

2010  

December 31, 

2009  

December 31, 

2008 

  (Unaudited)  (Unaudited)  (Unaudited) 

Revenues $ 28,624,000 $ 54,455,000 $ 44,563,000 

Cost and expenses, net   29,019,000  53,170,000  41,812,000 

Goodwill impairment charge  4,225,000  -  - 

Depreciation and amortization  664,000  789,000  916,000 

Equity in losses of non-consolidated affiliates  -           2,644,000   - 

Income (loss) from discontinued operations   (5,284,000)  (2,148,000)  1,835,000 

Gain on disposal of assets for discontinued operations  88,000     

Provision for income taxes             -            -  - 

Gain (loss) from discontinued operations, net of tax $ (5,196,000) $  (2,148,000) $  1,835,000 

 

 

7. Goodwill and Intangible Assets 

 

The following table summarizes the original cost, net of related accumulated amortization, for the Company’s intangible assets at 

December 31, 2010 and 2009. 
 

 

 
December 31, 

2010  

December 31, 

2009 

Marketing Based $ 1,416,000 $ 1,969,000 

Contract commitments   961,000  291,000 

Intellectual property (e.g. domain names)  80,000  106,000 

Customer relationships  -           38,000 

Technology Based  -                 7,000 

Goodwill             2,879,000            1,670,000 

Total $ 5,336,000 $  4,081,000 

 

Total amortization expense related to intangible assets in 2010, 2009, and 2008 was $1,095,000, $1,211,000 and $3,215,000, 

respectively. Total estimated amortization expense with respect to intangible assets for 2011 though 2015 is as follows: 

 

Years Ending December 31,  Amount  

2011 $ 847,000   

2012  795,000  

2013   561,000   

2014  218,000  

2015   36,000   

Beyond 2015  -  

Total $ 2,457,000   

 

8. Related Party Transactions 

 

During 2010, 2009, and 2008, Benjamin Frankel, a director of the Company, was a principal in Frankel, LoPresti & Co., an accountancy 

corporation.  For the years ended December 31, 2010, 2009 and 2008, we paid Mr. Frankel or his firm for accounting and tax services 

$87,000, $55,000, and $33,000. 
   

9. Income Taxes 

 

At December 31, 2010, the Company had Federal net operating loss carryforwards of approximately $17.8 million expiring in 2010 in 

varying amounts through 2027. The Company also had California state net operating loss carryforwards of approximately $1.5 million 

of California state net operating loss carryforwards expiring in 2013 in varying amounts through 2016. 
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Income tax expense (benefit) for the years ended December 31, 2010, 2009 and 2008 is shown as follows: 

        

Years ended December 31,  2010  2009  2008 

        

Current  $ -  $ -  $ - 

Deferred  -  -  - 

Total  $ -  $ -  $ - 

 

The effects of temporary differences between the financial reporting and income tax bases of assets and liabilities which give rise to the 

deferred tax assets and liabilities at December 31, 2010, 2009 and 2008 are presented below: 

         

Years ended December 31,  2010  2009  2008  

         

Inventory of deferred items:              

 Net operating loss $ 7,026,000 $ 6,060,000  $ 9,481,000   

  Accrued compensation   30,000   48,000    -  

 Bad debt reserve  1,000  1,000   1,000  

  Deferred revenue   39,000   58,000    51,000  

 Inventory reserve  186,000  31,000   14,000  

  Deferred rent   37,000   15,000    30,000   

 Depreciation  54,000  32,000     

  Amortization   10,568,000   8,957,000    1,974,000   

 UNICAP  645,000  512,000   -  

  Stock options   1,420,000   1,248,000    -  

 Accrued loss   -  489,000   -  

  Other   (330,000)   (7,000)   -   

Total deferred tax assets $ 19,676,000 $ 17,444,000   11,551,000   

Valuation allowance  (19,676,000)  (17,444,000)  (11,551,000)  

                

Net deferred tax assets $ - $               -  $                              -   

         

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of 

the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future 

taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled 

reversal of deferred tax liabilities, projected future taxable income, and tax planning strategies in making this assessment. Based upon 

the level of historical taxable income and projections for future taxable income over the periods in which the deferred tax assets are 

deductible, management believes it is more likely than not that the Company will not realize the benefits of these deductible differences. 

Therefore, a full valuation allowance has been provided.  The Company has existing limitations on its available Federal net operating 

loss carryforwards due to its previous changes in ownership under Internal Revenue Service Section 382 guidelines.  These restrictions 

are not expected to significantly limit the amount of net operating losses we can utilize over the next several years. 

 

10. Share Repurchase Obligation 

In November 2010, the Company entered into an agreement to purchase approximately 3.9 million shares of its common stock from 

Joseph B. Marsh and Lee Marshall, the co-Chief Executive Officers of Tix Productions, Inc. ("TPI").  Under the terms of the securities 

purchase agreement, the Company will pay for the shares in eight quarterly installments commencing no later than January 3, 2011 for 

an aggregate purchase price of approximately $4.8 million, or $1.20 per share. As this obligation carries no interest, the Company 

imputed interest with a rate of 3.00% resulting in a discount of $120,000 which is being amortized on a straight line basis over the term 

of the note. The shares will initially be deposited into an escrow account as security for the sellers, during which time an appointee of the 

Company will have the right to vote the shares. Upon each of the final four quarterly payments, 25% of the shares will be released from 

escrow to the Company.  As of December 31, 2010, $4,130,000 was outstanding under the purchase obligation and the unamortized 

discount was $110,000, resulting in a net obligation due of 4,020,000, of which, $1,707,000 was reflected as part of current liabili ties 

and $2,313,000 as non-current liability on the accompanying balance sheet. 
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11. Stockholders’ equity 

 

The Company from time to time issues its common stock, options and warrants as non-cash compensation for services rendered, often in 

conjunction with an agreement that requires the service provider to assist the Company for a period of two to four years in obtaining 

strategic alliances and discount and premium ticket opportunities. Issued stock is valued at the closing stock price and the entire value of 

the contract is expensed on the date of grant since success is not assured in these types of arrangements and there are no performance 

requirements. The expense is recorded in marketing and general administrative expenses commensurate with the services provided.   

 

No shares were issued during the year ended December 31, 2010.  During the year ended December 31, 2009, the Company issued 

50,000 shares of common stock to consultants with a fair market value of $119,000 on the date of issuance and 38,000 shares of 

common stock to officers and employees with a fair market value of $8,000 on the date of issuance. Additionally, the Company issued 

107,000 shares of common stock, net of 43,000 shares withheld related to income taxes as a result of an employee option exercise. The 

Company also issued 190,000 shares of common stock during the year ended December 31, 2009 with a fair market value on the date of 

issuance of $256,000 pursuant to an earn-out provision of the Magic Arts and Entertainment merger agreement.  

 

Service Providers and Vendors 
 

No shares were issued to service providers or vendors during the year ended December 31, 2010.  During the years ended December 31, 

2009 and 2008, the Company incurred $119,000 and $424,000 of consulting expense as a result of the issuance of 50,000 and 86,000 of 

its common stock, respectively. The fair market value of the shares issued during the year ended December 31, 2009 was between $1.17 

and $3.40 at the time the stock was issued. The fair market value of the shares issued during the year ended December 31, 2008 was 

between $4.58 and $5.20 per share at the time the stock was issued. 

 

Treasury Shares 

In December 2010, the Company entered into an agreement to purchase approximately 3.9 million shares of its common stock from 

Joseph B. Marsh and Lee Marshall, the co-Chief Executive Officers of Tix Productions, Inc. ("TPI").  Under the terms of the securities 

purchase agreement, the Company will pay for the shares in eight quarterly installments commencing no later than January 3, 2011 for 

an aggregate purchase price of approximately $4.8 million, or $1.20 per share. The common shares were valued at $4.6 million, net of a 

discount for imputed interest.  The shares will initially be deposited into an escrow account as security for the sellers, during which time 

an appointee of the Company will have the right to vote the shares. Upon each of the final four quarterly payments, 25% of the shares 

will be released from escrow to the Company. In connection with this sale, Mr. Marsh resigned from the Company's Board of Directors. 

In December 2010, the Company entered into a Securities Purchase Agreement to sell its wholly-owned Live Entertainment subsidiary, 

Tix Productions, Inc. ("TPI"), to members of TPI's management.  Under the terms of the agreement, the Company sold 100% of the 

outstanding capital stock of TPI to TPI's management in exchange for approximately 2,333,333 shares of the Company's common stock.  

TPI is obligated to pay the Company up to $487,000 from distributions it receives from the Company's previous investments in 

"American Idiot" and "Rain - A Tribute to the Beatles on Broadway," both of which are currently performing on Broadway.  These 

shares were valued at $2.8 million based on the trading price at the date of the transaction and are being held in escrow until the 

Company fulfills its payment obligation for the repurchase cost of 3.9 million shares discussed above. 

In the third quarter of 2008, the Company’s board of directors authorized a share repurchase program.  As of December 31, 2009, the 

Company has repurchased 1,000,000 shares for $2,532,000. The shares were repurchased at prices that range from $1.20 per share to 

$4.13 per share.  In the second quarter of 2009, the Company’s board of directors authorized an additional share repurchase program 

(―the 2009 Repurchase Program‖) as the 1,000,000 shares authorized to be repurchased under the program authorized in the third quarter 

of 2008 had been purchased. In December 2009, the Company’s board of directors amended the 2009 Repurchase Program to increase 

the authorized number of shares repurchased from 1,000,000 to 5,000,000 shares, and to extend the repurchase period from one year to 

three years. Under the 2009 Repurchase Program, the Company had repurchased 1,340,000 shares for $2,078,000, as of December 31, 

2009. The shares were repurchased at prices that range from $1.50 per share to $3.13 per share.  No shares were repurchased under this 

plan in fiscal year 2010. 

 
12. Stock-Based Compensation Plans 

 

The Company has various stock-based compensation plans, which are described below. 
 

Consultant Stock Plan 
  
On December 11, 2003, the Company adopted the 2003 Consultant Stock Plan (the ―Consultant Stock Plan‖). The purpose of the 

Consultant Stock Plan is to advance the interests of the Company by helping the Company obtain and retain the services of persons 

providing consulting services upon whose judgment, initiative, efforts and/or services the Company is substantially dependent, by 

offering to or providing those persons with incentives or inducements affording such persons an opportunity to become owners of capital 

stock of the Company. Consultants or advisors are eligible to receive grants under the stock plan program only if they are natural 
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persons providing bona fide consulting services to the Company or its subsidiaries, with the exception of any services they may render in 

connection with the offer and sale of the Company’s securities in a capital-raising transaction, or which may directly or indirectly 

promote or maintain a market for the Company’s securities. 
 

The Consultant Stock Plan provides for the granting of either common share purchase options or stock bonuses as compensation. A total 

of 1,600,000 common shares were reserved for issuance under the Consultant Stock Plan. If any awards granted under the plan are 

forfeited for any reason before they have been exercised, vested or issued in full, the unused shares subject to those expired, terminated 

or forfeited awards will again be available for purposes of the plan. No awards may be issued after December 11, 2013. 
 

On March 3, 2004, the Company filed with the Securities and Exchange Commission a registration statement on Form S-8 for the 

purpose of registering 1,600,000 common shares issuable under the Consultant Stock Plan under the Securities Act of 1933.  On October 

19, 2010, the Company filed a post-effective amendment deregistering the shares issuable under the Consultant Stock Plan.  As of 

December 31, 2010, 715,000 shares of common stock were reserved for issuance under the Consultant Stock Plan. 

 

 

2009 Equity Incentive Plan 
 

On July 8, 2009, the 2009 Equity Incentive Plan (the ―2009 Equity Plan‖) for officers, employees and consultants of the Company was 

approved pursuant to a Joint Written Consent of the Board of Directors and Majority Stockholders of the Company. The 2009 Equity 

Plan authorized the granting of not more than 3,000,000 restricted shares, stock appreciation rights (―SAR’s‖), and incentive and non-

qualified stock options to purchase shares of the Company’s common stock. The 2009 Equity Plan provided that stock options or  SAR’s 

granted can be exercisable immediately as of the effective date of the applicable agreement, or in accordance with a schedule or 

performance criteria as may be set in the applicable agreement. The exercise price for non-qualified stock options or SAR’s would be the 

amount specified in the agreement, but shall not be less than the fair value of the Company’s common stock at the date of the grant. The 

exercise price for incentive stock options cannot be less than the fair market value of the Company’s common stock on the date of grant 

(110% of the fair market value of the Company’s common stock on the date of grant for a stockholder owning in excess of 10% of the 

Company’s common stock). 

 

During the year ended December 31, 2010, the Company issued options to purchase 1,225,000 shares of common stock under the 2009 

Equity Plan.  As of December 31, 2010, options to purchase 1,750,000 shares of common stock remain reserved for issuance under the 

2009 Equity Plan. 

 

2004 Option Plan 
 

On March 3, 2005, the Company adopted the 2004 Stock Option Plan (the ―2004 Option Plan‖) for officers and employees of the 

Company or its subsidiaries. The 2004 Option Plan was approved pursuant to a Joint Written Consent of the Board of Directors and 

Majority Stockholders of the Company dated September 22, 2004. The 2004 Option Plan authorized the granting of incentive stock 

options and non-qualified stock options to purchase an aggregate of not more than 960,000 shares of the Company’s common stock. The 

2004 Option Plan provided that options granted would generally be exercisable at any time during a ten-year period (five years for a 

stockholder owning in excess of 10% of the Company’s common stock) and vest one-third in each of the three years following the grant, 

unless otherwise provided by the plan administrator. The exercise price for non-qualified stock options would not be less than the par 

value of the Company’s common stock. The exercise price for incentive stock options would not be less than 100% of the fair market 

value of the Company’s common stock on the date of grant (110% of the fair market value of the Company’s common stock on the date 

of grant for a stockholder owning in excess of 10% of the Company’s common stock).   No option may be exercised during the first six 

months of its term except in the case of death. 
 

During the year ended December 31, 2010, the Company did not issue any options to purchase shares of its common stock under the 

2004 Option Plan. As of December 31, 2010, options to purchase 362,000 shares of common stock were reserved for issuance under the 

2004 Option Plan. 
  
2004 Directors Option Plan 
  
On March 3, 2005, the Company adopted the Directors Stock Option Plan (the ―2004 Directors Option Plan‖) for non-employee 

directors of the Company. The 2004 Directors Option Plan was approved pursuant to a Joint Written Consent of the Board of Directors 

and Majority Stockholders of the Company dated September 22, 2004. The 2004 Directors Option Plan authorized the granting of non-

qualified stock options to purchase an aggregate of not more than 100,000 shares of the Company’s common stock. The 2004 Directors 

Option Plan provided that options granted would be exercisable for a period not to exceed ten years and would vest on a cumulative 

basis as to one-third of the total number of shares covered thereby at any time after one year from the date the option was granted and an 

additional one-third of such total number of shares at any time after the end of each consecutive one-year period thereafter until the 

option had become exercisable as to all of such total number of shares. The exercise price for non-qualified stock options would be the 

fair value of the Company’s common stock at the date of the grant. No option may be exercised during the first six months of its term 

except in the case of death. On May 30, 2007, an amendment to the 2004 Directors Option Plan was approved through a Corporate 

Resolution by the Company’s Board of Directors, and adjusts the vesting period of options granted from vesting one-third annually over 
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three years to vesting immediately. On July 8, 2009, an additional amendment to the 2004 Directors Option Plan (―The Amendment‖) 

was approved pursuant to a Joint Written Consent of the Board of Directors and Majority Stockholders of the Company. The 

Amendment increased the authorized amount of option grants to purchase shares of our common stock to 1,000,000. 

 

During the year ended December 31, 2010, the Company issued 480,000 options to purchase shares of its common stock under the 2004 

Directors Option Plan. As of December 31, 2010, options to purchase 350,000 shares of common stock remain reserved for issuance 

under the 2004 Directors Option Plan. 

 

The fair value of each option on the date of grant was estimated using the Black-Scholes option pricing model with the following 

weighted average assumptions: 

 

 2010   2009   2008  

Risk free rate of return 0.81% - 2.62 %   1.36% - 3.34 %   2.12% - 2.82 % 

Option lives in years 3   3 – 6.5   3  

Annual volatility of stock price 87.5% - 87.8 %   100.6% - 432.8 %   81.5% - 82.3 % 

Dividend yield 0 %  0 %  0 % 

 
 

Summary of Stock Options 
 
A summary of the combined stock options for the year ended December 31, 2010 for the four plans discussed above is as follows: 

 

    Weighted 

 Number   average 

 of   exercise 

 options   price 

Balance outstanding, January 1, 2008 1,288,000    $ 5.24 

Options granted 75,000      3.70 

Options exercised (100,000)   2.01 

Options expired or forfeited -     - 

Balance outstanding, December 31, 2008 1,263,000      5.41 

Options granted 275,000      1.30 

Options exercised (150,000)   0.15 

Options expired or forfeited (137,000)     4.38 

Balance outstanding, December 31, 2009 1,251,000      5.24 

Options granted 1,705,000     1.13 

Options exercised -   - 

Options expired or forfeited (558,000)     5.78 

Balance outstanding, December 31, 2010 2,398,000    $ 2.07 

Balance exercisable, December 31, 2010 574,000    $ 4.99 

  
  
Information relating to outstanding stock options at December 31, 2010, summarized by exercise price, is as follows: 
 

  Outstanding  Exercisable 

       Weighted     Weighted 

    Life   Average     Average 

Exercise Price Per Share  Shares  (Years)   Exercise Price  Shares   Exercise Price 

             

$6.00 - $7.20   348,000    6.74    $ 6.98    346,000    $ 6.98  

$4.00 - $5.99  20,000   1.38   $ 4.30   20,000   $ 4.30  

$2.00 - $3.99   50,000    2.75    $ 3.20    50,000    $ 3.20  

$0.82 - $1.99  1,980,000   9.47   $ 1.15   158,000   $ 1.28  

  2,398,000   8.86   $ 2.07   574,000   $ 4.99  
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The Company recorded compensation expense pursuant to authoritative guidance provided by the Financial Accounting Standards 

Board for the years ended December 31, 2010, 2009 and 2008 of  $479,000, $1.4 million and $1.7 million, respectively. As of December 

31, 2010, the Company has outstanding unvested options with future compensation costs of $2.1 million, which will be recorded as 

compensation cost as the options vest over their remaining average life of 3.0 years. 
 

The intrinsic value of outstanding stock options at December 31, 2010 was $187,000 as compared to $120,000 at December 31, 2009. 

The intrinsic value of exercisable stock options at December 31, 2010 was $Nil as compared to $49,000 at December 31, 2009. 

 

Summary of Warrants 
 

A summary of warrant activity for the year ended December 31, 2010 is as follows: 

 

    Weighted 

 Number   average 

 of   exercise 

 warrants   price 

     

Balance outstanding, January 1, 2008 3,972,000    $ 3.47  

Warrants granted 150,000      4.50  

Warrants exercised (1,400,000)   0.50  

Warrants expired (50,000)     0.50 

Balance outstanding, December 31, 2008 2,672,000      5.11 

Warrants granted 150,000      1.14  

Warrants exercised -     

Warrants expired (1,872,000)     5.50  

Balance outstanding, December 31, 2009 950,000      3.70  

Warrants granted 600,000      1.20  

Warrants exercised                                         -    - 

Warrants expired (500,000)    5.35  

Balance outstanding, December 31, 2010 1,050,000    $ 1.49  

Balance exercisable, December 31, 2010 450,000    $ 1.88  

 
 

In conjunction with an investor relations consulting agreement in 2009, the Company issued 150,000 warrants, of which 75,000 warrants 

vested immediately. The remaining 75,000 warrants vested over six months, which was the term of the consulting agreement. As the 

consulting agreement could be terminated at any time and the consulting arrangement did not contain any performance measurements or 

sufficiently large disincentives for non-performance, the related consulting expense of these 75,000 warrants was recognized over the 

term of the contract. In the year ended December 31, 2009, we recorded an expense of $207,000 related to warrants issued in 

conjunction with this consulting agreement. During the year-ended December 31, 2008, in conjunction with a consulting agreement, the 

Company issued 150,000 warrants, of which 50,000 vested immediately. The remaining 100,000 warrants vested over six months, which 

was the term of the consulting agreement. As the consulting agreement may be terminated at any time and the consulting arrangement 

did not contain any performance measurements or sufficiently large disincentives for non-performance, the related consulting expense 

on these 100,000 warrants was recognized over the term of the contract. In the year ended December 31, 2009, the remaining 33,000 

warrants vested, and we recorded an expense of $18,000 related to the 2008 contract. 
 

In December 2010, the Company granted 600,000 warrants to its Chairman and Chief Executive Officer.  The warrants vest over a 36 

month period and have a 10 year life.  The Company recorded compensation expense pursuant to authoritative guidance provided by the 

Financial Accounting Standards Board for the years ended December 31, 2010 of $23,000.   As of December 31, 2010, the Company has 

outstanding unvested warrants with future compensation costs of $500,000, which will be recorded as compensation cost as the options 

vest over their remaining average life of 6.46 years. 
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The intrinsic value of outstanding warrants at December 31, 2010 was $151,000, as compared to $278,000 at December 31, 2009. 

Information relating to outstanding warrants at December 31, 2010, summarized by exercise price, is as follows: 
 

  Outstanding  Exercisable 

       Weighted     Weighted 

    Life   Average     Average 

Exercise Price Per Share  Shares  (Years)   Exercise Price  Shares   Exercise Price 

             

$2.00 - $5.50   150,000    0.67    $ 4.00    150,000    $ 4.00  

$0.36 - $1.99  900,000   7.00   $ 1.07   300,000   $ 0.82  

  1,050,000   6.00   $ 1.49   450,000   $ 1.88  

  
13. Commitments 

 
At December 31, 2010, the Company did not have any material commitments for capital expenditures. The Company’s principal 

commitments for the next five fiscal years consisted of contractual commitments as summarized below. 
 

Lease Commitments 
 

The Company leases office space for its corporate headquarters in Studio City, California. Tix4Tonight, LLC, leases space for its 

multiple ticket facilities and its administrative offices in Las Vegas, Nevada.  Exhibit Merchandising leases its administrative offices and 

a warehouse facility in Streetsboro, Ohio and also leases additional storage space and housing at the locations of its exhibits, typically 

through the duration of the exhibit.   

  
Many of the Company’s operating leases contain predetermined fixed increases in the minimum rental rate during the initial lease term 

and/or rent holiday periods. For these leases, the Company recognizes the related rent expense on a straight-line basis beginning on the 

effective date of the lease.  The Company records the difference between the amounts charged to expense and the rent paid as deferred 

rent on the Company’s balance sheet. 
 

  Payments due by Fiscal Years Ending December 31, 

   Total   2011  2012  2013  2014  

2015 and 

Beyond 

Operating lease obligations   $ 8,242,000  $ 2,788,000  $ 2,342,000  $ 1,272,000  $ 1,111,000   $ 729,000  

             

 

Retirement Plan: 
 

The Company has a 401(k) retirement plan which covers substantially all employees.  Under the plan, participants may contribute up to 

75% of pretax annual compensation, as defined in the Plan.  Participants may also contribute amounts representing distributions from 

other qualified plans.  If an employee enrolls, a participant’s minimum deferral is 1% of eligible compensation of the participant. 

Participants who have attained age 50 before the end of the year are eligible to make catch-up contributions. The Company contributes 

100% of the first 3% of compensation that a participant contributes to the Plan.  Additional discretionary matching contributions may be 

contributed at the discretion of the Company’s Board of Directors.  All contributions are subject to certain limitations of the Internal 

Revenue Code (the Code).  Total 401(k) retirement plan expense amounted to $106,000, $96,000, and $86,000 for the years ended 

December 31, 2010, 2009, and 2008, respectively. 

14. Legal Proceedings 

 

We are involved in routine litigation incidental to the conduct of our business. As of the date of this report, there are currently no 

significant pending litigation proceedings to which we are a party or to which any of our property is subject.  As of December 31, 2010, 

the end of the period covered by this report, the Company was subject to various legal proceedings and claims discussed below:   

 

Vegas.Com Trademark Litigation 

 

On October 23, 2009, the Company and Tix4Tonight filed a complaint against Vegas.com (Vegas.com) and Vegas Tix4Less (―VT4L‖) 

in the United States District Court for the Central District of California for federal trademark infringement, federal trade dress 

infringement and unfair competition, and common law unfair competition. Specifically, the complaint alleges that Vegas.com and VT4L 

are intentionally confusing consumers by using the Company's and Tix4Tonight's trademarks and trade dress.  As discussed in Note 16, 

both Tix Corporation and Vegas.com have settled all litigation between each other.    
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Vegas.Com Antitrust Litigation 

 

On December 14, 2009 Vegas.com and VT4L filed a complaint in the United States District Court for the District of Nevada alleging 

violations by the Company and its wholly owned subsidiary Tix4Tonight of 15 U.S.C. §1, 15 U.S.C. §2, 15 U.S.C. §14, and Nevada 

state law.  As discussed in Note 16, both Tix Corporation and Vegas.com have settled all litigation between each other. 

 

15. Segment Reporting 

 

As of December 31, 2010, the Company had two reportable business segments:  Ticketing Services, a provider of discount show tickets 

and discount dinner reservations and Exhibit Merchandising, which owns and operates complete turnkey retail stores with commercially 

available and extensive custom branded products for sale.  The Company’s former segment, Live Entertainment, has been reflected as a 

discontinued operation and, therefore, is not presented.  Each operating segment offers unique products and services and has separate 

management.  Information related to these operating segments is as follows: 

 

 

 
 Ticketing Exhibit  Consolidated 

 Services Merchandising Corporate and Combined 

     

2010         

Revenue $ 21,678,000 $ 9,204,000 $  -  $ 30,882,000 

Direct cost of revenues  8,921,000  5,432,000  -   14,353,000 

Selling, general and administrative expenses  5,822,000  2,915,000  4,012,000  12,749,000 

Depreciation and amortization  650,000  975,000  35,000  1,660,000 

Operating income (loss) from continuing operations $ 6,285,000 $ (118,000) $ (4,047,000) $ 2,120,000 

           

Current assets $ 3,297,000 $ 3,027,000 $ 5,312,000 $ 11,636,000 

Fixed assets  861,000  531,000  120,000  1,512,000 

Intangible assets and goodwill  2,250,000  3,086,000  -  5,336,000 

Other non-current assets  58,000  288,000  14,000  360,000 

Total assets $ 6,466,000 $ 6,932,000 $ 5,446,000 $ 18,844,000 

         

2009         

Revenue $ 18,257,000  $ 9,078,000  $  -  $ 27,335,000  

Direct cost of revenues  6,964,000   5,463,000    -   12,427,000  

Selling, general and administrative expenses  3,548,000   2,422,000   5,633,000   11,603,000  

Depreciation and amortization  515,000   1,179,000   13,000   1,707,000  

Operating income (loss) from continuing operations $ 7,230,000  $ 14,000  $ (5,646,000) $ 1,598,000 

               

2008         

Revenue $ 13,952,000  $ 11,029,000  $                      -  $ 24,981,000  

Direct cost of revenues  5,725,000   6,877,000                        -   12,602,000  

Selling, general and administrative expenses  2,720,000   3,681,000   5,654,000   12,055,000  

Impairment of goodwill  -  25,445,000   -  25,445,000  

Impairment of intangible assets  -  7,687,000   -  7,687,000  

Depreciation and amortization  501,000   3,173,000   11,000   3,685,000  

Operating income (loss) from continuing operations $ 5,006,000  $ (35,834,000) $ (5,665,000) $ (36,493,000) 
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16. Subsequent Events 

The Company has evaluated subsequent events occurring between December 31, 2010 and March 14, 2011. 

In February 2011, our subsidiary Tix4Tonight acquired certain assets and assumed the responsibility of certain leases of VegasTix4Less, 

LLC, an affiliate of Vegas.com.  In addition, Vegas.com licensed Tix Corporation's United States patent covering the distribution of 

discount tickets.  The acquisition of these assets and the assumption of the leases provide us with greater coverage of the Las Vegas area 

in which to sell our discount tickets.  The purchase price was $4.0 million in cash of which $2.0 million was paid on closing and the 

remaining $2.0 million will be paid over the next eight years.  Both parties terminated its litigation against each other.   

In mid December 2010, we established a new Exhibit Merchandising store located at the National Museum in Cairo, Egypt.  In January, 

2011 there were mass protests against the Egyptian government in Tahrir Square in Cairo, which is where our store is located.  During 

these protests our store was broken into and some inventory, computer equipment and furniture and fixtures were either stolen or 

damaged.  Based on our initial findings, the value of the stolen or damaged items is approximately $65,000 which is not considered 

material to our overall financial condition.  In addition, we believe we have adequate insurance to cover our losses.  If insurance fails to 

cover our claims, we will record a charge for the amount of our realized losses.   


