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Item 1. Business.

Forward-looking Statements

Statements in this Annual Report on Form 10-K that are not historical facts constitute forward-looking statements that

are made pursuant to the safe harbor provisions of Section 21E of the Securities Exchange Act of 1934, as amended,

or the “Exchange Act”. Examples of forward-looking statements include statements relating to industry prospects, our

future economic performance including anticipated revenues and expenditures, results of operations or financial

position, and other financial items, our business plans and objectives, including our intended product releases, and

may include certain assumptions that underlie forward-looking statements. Risks and uncertainties that may affect our

future results, levels of activity, performance or achievements expressed or implied by these forward-looking

statements include, among other things, those listed under “Risk Factors” and elsewhere in this Annual Report. In some

cases, you can identify forward-looking statements by terminology such as “may,” “will,” “should,” “expects,” “intends,” “plai
“anticipates,” “believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of these terms or other comparable
terminology. These statements are subject to business and economic risk and reflect management’s current

expectations, and involve subjects that are inherently uncertain and difficult to predict. Actual events or results may

differ materially. Moreover, neither we nor any other person assumes responsibility for the accuracy or completeness

of these statements. We are under no duty to update any of the forward-looking statements after the date of this

Annual Report to conform these statements to actual results. References herein to “we,” “us,” and “the Company” are to
Majesco Entertainment Company.

LR T3
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Introduction

Majesco Entertainment Company is an innovative developer, marketer, publisher and distributor of interactive
entertainment for consumers around the world. Building on more than 25 years of operating history, Majesco develops
and publishes a wide range of video games on digital networks through its Midnight City label, including Nintendo’s
DS, 3DS, Wii and WiiU, Sony’s PlayStation 3 and 4, or PS3 and PS4, Microsoft’s Xbox 360 and Xbox One and the
personal computer, or PC. Majesco is headquartered in South Plainfield, New Jersey, and its common stock is traded
on The NASDAQ Capital Market under the symbol “COOL”.

Although, historically, we have sold packaged console software to large retail chains, specialty retail stores, video
game rental outlets and distributors and through digital distribution for platforms such as Xbox Live Arcade,
PlayStation Network, or PSN, and Steam, and for mobile devices and online platforms, we now operate, almost
exclusively a digital software distribution and licensing business.
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On July 31, 2015, we transferred to Zift Interactive LLC (‘“Zift”), a newly-formed subsidiary, certain rights under certain
of our publishing licenses related to developing, publishing, and distributing video game products through retail
distribution for a term of one year. We then transferred Zift to our former chief executive officer, Jesse Sutton in
exchange for a portion of its net revenue from retail sales and other consideration.

Our titles are targeted at various demographics at a range of various price points. Due to the larger budget
requirements for developing and marketing premium console titles, recently we have focused on publishing lower-cost
games targeting casual-game consumers and independent game developer fans. In some instances, our titles are based
on licenses of well-known properties and, in other cases, original properties. We enter into agreements with content
providers and video game development studios for the creation of video games sold domestically and internationally.

Since October 2014, we have implemented reductions of our workforce to reduce our fixed costs. The reductions
include development and game-testing, selling and marketing, and support personnel. We are currently not developing
any significant new packaged games for release in fiscal 2016 and our objectives include evaluating strategic
alternatives to maximize shareholder value, including the potential merger with or acquisition of a new business in a
similar or different industry from our current and historical operations, although no business or industry has been
determined to be an attractive candidate.

Company Background

Our principal executive offices are located at 4041-T Hadley Road, South Plainfield, NJ 07080 and our telephone
number is (732) 225-8910. Our web site address is www.majescoentertainment.com.

Majesco Holdings Inc. (formerly ConnectivCorp) was incorporated in 2004 under the laws of the State of Delaware.
As a result of a merger, Majesco Sales Inc. became a wholly-owned subsidiary and the sole operating business of the
Company, which changed its name to Majesco Entertainment Company.
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Industry Overview

The video game software market is comprised of two primary sectors: (i) dedicated console software for systems such
as the Xbox, PlayStation, Wii, and handheld gaming systems, such as the Nintendo DS and Nintendo 3DS. The
majority of software for these platforms has historically been purchased in packaged form through retail outlets.
However, in recent years an increasing amount of software has been made available digitally through online networks
such as Microsoft’s Xbox Live Arcade(“XBLA”), and Sony’s PlayStation Network (“PSN”); and (ii) software for
multipurpose devices such as personal computers (“PCs”) and mobile devices such as smartphones and tablets.

Online and mobile digital games

We have released numerous games for digital distribution over various third party networks for dedicated game
consoles or PC, such as Xbox Live Arcade, PlayStation Network and Steam. We have released titles for various

mobile platforms, including Apple’s iOS and Android. We have published our own digital games and served as a
distributor for other developer’s products in return for a percentage of net revenues generated by the game. Some of the
games are distributed under the label “Midnight City”” which we established to provide services to the indie game
development community.

Selected digital titles, their compatible platforms and launch dates included:

Selected Titles Platform Launch Date
Serious Sam XBLA March 2010
Bloodrayne Betrayal Steam, XBLA, PSN September 2011
Double Dragon:Neon Steam, XBLA, PSN September 2012
Bloodrayne XBLA, PSN July 2013

Greg Hastings Paintball XBLA, PSN July 2013
Zumba Dance i0S July 2013
Slender: The Arrival Steam October 2013
Blood of the Werewolf Steam October 2013
The Bridge XBLA November 2013
RBI Baseball XBLA April 2014
Slender: The Arrival XBLA, PSN September 2014
Costume Quest 2 Steam, XBLA, PSN October 2014
Grapple Steam March 2015
Krautscape Steam April 2015
Avalanche 2: Super Avalanche Steam August 2015



Edgar Filing: MAJESCO ENTERTAINMENT CO - Form 10-K

Gone Home Xbox 1, PSN January 2016
A Boy and His Blob Steam, XBLA, PSN, iOS, January 2016

Retail distribution.

Prior to July 2015, we derived the majority of revenues from the sale of games for dedicated game consoles through
retail distribution. Specifically, we have generated a substantial amount of our revenues in this channel from two “hit”
franchises, Cooking Mama and Zumba Fitness. These titles are late in their life cycle, and as a result, are anticipated to
generate significantly reduced sales than early in their life cycle. We have also released a number of other titles,
primarily for the casual game consumer on the Nintendo DS, Nintendo WII and Microsoft 360 Kinect. Retail
distribution no longer constitutes a significant focus of our business.

Product Development

We primarily use third party development studios to develop our games. However, we may employ game-production
and quality-assurance personnel to manage the creation of the game and its ultimate approval by the first party
hardware manufacturer. We carefully select third parties to develop video games based on their capabilities,
suitability, availability and cost. We typically have broad rights to commercially utilize products created by the third
party developers we work with. Development contracts are structured to provide developers with incentives to provide
timely and satisfactory performance by associating payments with the achievement of substantive development
milestones, and by providing for the payment of royalties to them based on sales of the developed product, only after
we recoup development costs.

The process for producing video games also involves working with platform manufacturers from the initial game
concept phase through approval of the final product. During this process, we work closely with the developers and
manufacturers to ensure that the title undergoes careful quality assurance testing. Each platform manufacturer requires
that the software and a prototype of each title, together with all related artwork and documentation, be submitted for
its pre-publication approval. This approval is generally discretionary.
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Intellectual Property

Our business is dependent upon intellectual property rights in numerous respects. We typically own the copyright to
our software code and content and register copyrights and trademarks in the United States as appropriate.

Platform Licenses

Hardware platform manufacturers require that publishers obtain a license from them to publish titles for their
platforms. We currently have non-exclusive licenses from Nintendo, Microsoft and Sony for each of the popular
console and handheld platforms. Each license generally extends for a term of between two (2) to four (4) years and is
terminable under a variety of circumstances. Each license allows us to create one or more products for the applicable
system, and requires us to pay a per-unit license fee and/or royalty payment from the title produced and may include
other compensation or payment terms. All of the hardware manufacturers approve each of the titles we submit for
approval on a title-by-title basis, at their discretion. We are also dependent on approvals from distributors for our
video game software for PCs and mobile devices.

Licenses from Third Parties

While we develop original titles, most of our titles are based on rights, licenses and properties, including copyrights
and trademarks, owned by third parties. Even our original titles may require rights to properties from third parties,
such as rights to music or content. License agreements with third parties generally extend for a term of between two
(2) to four (4) years, are limited to specific territories or platforms and are terminable under a variety of
circumstances. Several of our licenses are exclusive within particular territories or platforms. The licensors often have
strict approval and quality control rights. Typically, we are obligated to make minimum guaranteed royalty payments
over the term of these licenses and advance payments against these guarantees, but other compensation or payment
terms, such as milestone payments, are also common. From time to time, we may also license other technologies from
third party developers for use in our products, which also are subject to royalties and other types of payment.

Customers

Customers of our packaged software have historically been national and regional retailers, specialty retailers and video
game rental outlets. For the fiscal year ended 2015, our top three accounts were Microsoft (digital), GameStop and
Alliance Distributors, which accounted for approximately 13%, 10% and 10% of our revenue, respectively. In fiscal
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2015, we transferred our distribution activities related to packaged software and reduced our headcount and working
capital requirements dramatically in order to focus on the download business, where games are downloaded from
servers maintained by game companies, such as Valve, Microsoft, Sony and Nintendo. Accordingly, our customers
are substantially users of games on those platforms. We continue to explore new distribution channels for our games.

Competition

We compete with many other first and third party publishers and developers within the video game industry.

Seasonality

The interactive entertainment business is highly seasonal, with sales typically higher during the peak holiday selling
season during the fourth quarter of the calendar year. Traditionally, the majority of sales of our packaged software for
this key selling period ship in our fiscal fourth and first quarters, which end on October 31 and January 31,
respectively. Significant working capital was required to finance the manufacturing of inventory of products that
shipped during these quarters. By contrast, our digital distribution activities are less subject to seasonality and do not
require significant investments in inventory or accounts receivable during the holiday seasons.

Employees

We had 5 full-time employees as of October 31, 2015.

Available Information

We file annual, quarterly, and current reports, as well as proxy statements and other information with the Securities
and Exchange Commission, available to the public free of charge over the Internet at our website at
http://www.majescoent.com In addition, may materials we file with the SEC are available on the SEC’s website as
www.SEC.GOV free of charge.
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Item 1A. Risk Factors.

Our business and operations are subject to a number of risks and uncertainties as described below. However, the
risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties that we are
unaware of, or that we may currently deem immaterial, may become important factors that could harm our business,
financial condition or results of operations. If any of the following risks actually occur, our business, financial
condition or results of operations could suffer.

Our review of our strategic alternatives may result in a complete transformation of our Company and we may
not be successful in this new venture.

We are currently considering potential pursuit of new business ventures and other strategic alternatives. We have
significantly reduced our video game publishing and development activities. We may (although we have no current
arrangements in place) invest in a totally unrelated business or businesses. Such an action may result in a change in
our board of directors, management, or financial structure and may lead to substantial reduction in our cash balances
or substantial dilution to existing shareholders should we utilize our shares for acquisition. Despite our best efforts, we
may not be successful in financing and/or operating any new venture.

Our financial resources are limited and we will need to raise additional capital in the future to continue our
business.

We do not expect to generate the level of revenues going forward that we have achieved in prior years from our video
game business. This significantly reduced revenue will impact our needs for future capital. We cannot ensure that
additional funding will be available or, if it is available, that it can be obtained on terms and conditions we will deem
acceptable. Any additional funding derived from the sale of equity securities is likely to result in significant dilution to
our existing stockholders. These matters involve risks and uncertainties that may prevent us from raising additional
capital or may cause the terms upon which we raise additional capital, if additional capital is available, to be less
favorable to us than would otherwise be the case. If we reach a point where we are unable to raise needed additional
funds to continue as a going concern, we will be forced to cease our business activities and dissolve the Company. In
such an event, we will need to satisfy various severances, contract termination, and other dissolution-related
obligations.

If we make a significant acquisition that requires the issuance of our shares we may be required to reapply for
NASDAQ listing.

11
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Reapplying for NASDAQ listing may require us to satisfy the more stringent original listing standards of the
NASDAQ Capital Market, which has substantially higher standards than the continuing listing standards. If any such
application is not approved, our shares of common stock could be delisted from the NASDAQ Capital Market.

We have experienced recent net losses and we may incur future net losses, which may cause a decrease in our
stock price.

We incurred net losses of $3.8 million in fiscal 2015 and $16.2 million in fiscal 2014. We may not be able to generate
revenues sufficient to offset our costs and may sustain net losses in future periods. Any such losses may have an
adverse effect on our future operating prospects, liquidity and stock price.

We have experienced volatility in the price of our stock and are subject to volatility in the future.

The price of our common stock has experienced significant volatility. The high and low bid quotations for our
common stock, as reported by the NASDAQ Capital Market, ranged between a high of $5.18 and a low of $0.55
during the past 24 months. The historic market price of our common stock may be higher or lower than the price paid
for our shares and may not be indicative of future market prices, depending on many factors, some of which are
beyond our control. In addition, as we have significantly reduced our video game operations, and are seeking strategic
alternatives, we cannot predict the performance of our stock. The price of our stock may change dramatically in
response to our success or failure to consummate a strategic transaction.

Substantial future sales of our common stock by us or by our existing stockholders could cause our stock price
to fall.

Additional equity financings or other share issuances by us, including shares issued in connection with strategic
alliances and corporate partnering transactions, could adversely affect the market price of our common stock. Sales by
existing stockholders of a large number of shares of our common stock in the public market or the perception that
additional sales could occur could cause the market price of our common stock to drop.

We may not be able to maintain our listing on the NASDAQ Capital Market.

Our common stock currently trades on the NASDAQ Capital Market. This market has continued listing requirements
that we must continue to maintain to avoid delisting. The standards include, among others, a minimum bid price

12
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requirement of $1.00 per share and any of: (i) a minimum stockholders’ equity of $2.5 million; (ii) a market value of
listed securities of $35 million; or (iii) net income from continuing operations of $500,000 in the most recently
completed fiscal year or in the two of the last three fiscal years. Our results of operations and our fluctuating stock
price directly impact our ability to satisfy these listing standards. In the event we are unable to maintain these listing
standards, we may be subject to delisting.

A delisting from NASDAQ would result in our common stock being eligible for quotation on the Over-The-Counter
market which is generally considered to be a less efficient system than listing on markets such as NASDAQ or other
national exchanges because of lower trading volumes, transaction delays and reduced security analyst and news media
coverage. These factors could contribute to lower prices and larger spreads in the bid and ask prices for our common
stock. Additionally, trading of our common stock on the OTCBB may make us less desirable to institutional investors
and may, therefore, limit our future equity funding options and could negatively affect the liquidity of our stock.

13
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The rights of our common stockholders are limited by and subordinate to the rights of the holders

of Series A Convertible Preferred Stock, Series B Convertible Preferred Stock, Series C Convertible Preferred
Stock and Series D Convertible Preferred Stock; these rights may have a negative effect on the value of shares
of our common stock.

The holders of our outstanding shares of Series A Preferred Stock, Series B Preferred Stock, Series C Preferred Stock
and Series D Preferred Stock have rights and preferences generally superior to those of the holders of common stock.
The existence of these superior rights and preferences may have a negative effect on the value of shares of our
common stock. These rights are more fully set forth in the certificates of designations governing these instruments,
and include, but are not limited to:

the right to receive a liquidation preference, prior to any distribution of our assets to the holders of our common stock;
and

the right to convert into shares of our common stock at the conversion price set forth in the certificates of designations
governing the respective preferred stock, which may be adjusted as set forth therein.

A significant portion of our revenue has been generated from games based on the Zumba Fitness property.

A significant portion of our revenue since fiscal 2010 was generated from the Zumba Fitness series of games. We
license the rights to publish these games from a third party. In November 2011, we released the sequels Zumba Fitness
2 and Zumba Fitness Rush for the Wii and Kinect platforms, respectively. In November 2012, we released the sequel
Zumba Fitness Core for the Wii and Kinect platforms. In November 2013, we released the sequel Zumba Fitness
World Party for the Wii and Kinect platforms. We do not expect to release any new Zumba games in the future.

A decrease in the popularity of our licensed brands and, correspondingly, the video games we publish based on
those brands could negatively impact our revenues and financial position.

Certain games released in 2014 and 2015 were based upon popular licensed brands. A decrease in the popularity of
our licensed properties would negatively impact our ability to sell games based upon such licenses and could lead to
lower net sales, profitability, and/or an impairment of our licenses, which would negatively impact our profitability.

A weak global economic environment could result in increased volatility in our stock price.

14
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Current uncertainty in global economic conditions poses a risk to the overall economy as consumers and retailers may
defer or choose not to make purchases in response to tighter credit and negative financial news, which could
negatively affect demand for our products. Additionally, due to the weak economic conditions and tightened credit
environment, some of our retailers and customers may not have the same purchasing power, leading to lower
purchases of our games for placement into distribution channels. Reduced consumer demand for our products could
materially impact our operating results.

Termination or modification of our agreements with platform hardware manufacturers may adversely affect
our business.

We are required to obtain a license in order to develop and distribute software for each of the manufacturers of video
game hardware. We currently have licenses from: (i) Sony to develop products for PlayStation, PlayStation 2,
PlayStation 3 and PlayStation 4; (ii) from Nintendo to develop products for the DS, DSi, 3DS, Wii and WiiU; and (iii)
from Microsoft to develop products for the Xbox, Xbox 360 and Xbox One. These licenses must be periodically
renewed, and if they are not, or if any of our licenses are terminated or adversely modified, we may not be able to
distribute any of our games on that platform or we may be required to do so on less attractive terms.

Our platform licensors control the fee structures for online distribution of our games on their platforms.

Pursuant to the terms of certain publisher license agreements, platform licensors retain sole discretion to determine the
fees to be charged for both base level and premium online services available via their online platforms. Each licensor’s
ability to set royalty rates makes it challenging for us to predict our costs, and increased costs may negatively impact
our operating margins. As a result of such varying fee structures, we may be unable to distribute our games in a
cost-effective manner through such distribution channels.

Intellectual property claims may increase our costs or require us to cease selling affected products, which could
adversely affect our financial condition and results of operations.

Development of original content, including publication and distribution, sometimes results in claims of intellectual
property infringement. Although we make efforts to ensure our products do not violate the intellectual property rights
of others, it is possible that third parties may still allege infringement. These claims and any litigation resulting from
these claims may result in damage awards payable by us; could prevent us from selling the affected product; or require
us to redesign the affected product to avoid infringement or obtain a license for future sales of the affected product.

15
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Any of the foregoing could have an adverse effect on our financial condition and results of operations. Any litigation
resulting from these claims could require us to incur substantial costs.

A reduced workforce presents additional risk to the effectiveness of our internal controls.

We have significantly reduced our workforce. A smaller workforce impacts our ability to continue to undertake our
historic business which could have an impact on our ability to maintain internal controls including over financial
reporting, and can affect the adequacy of our controls. We cannot be certain that our internal controls over financial
reporting are or will remain effective. If we cannot adequately maintain the effectiveness of our internal controls over
financial reporting, we may be subject to liability and/or sanctions or investigation by regulatory authorities, such as
the SEC. Any such action could adversely affect our financial results and the market price of our common stock.

16
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Our reputation with consumers is critical to our success. Negative consumer perceptions about our brands,
games, services and/or business practices may damage our business and any costs incurred in addressing
consumer concerns may increase our operating expenses.

Individual consumers form our ultimate customer base, and consumer expectations regarding the quality, performance
and integrity of our products and services are high. Consumers may be critical of our brands, games, services and/or
business practices for a wide variety of reasons. These negative consumer reactions may not be foreseeable or within
our control to manage effectively. Actions we take to address consumer concerns may be costly and, in any case, may
not be successful. In addition, negative consumer sentiment about our business practices may result in inquiries or
investigations from regulatory agencies and consumer groups, as well as litigation, which, regardless of their outcome,
may be damaging to our reputation. Any of these may have a negative impact on our business.

If our games and services do not function as consumers expect, it may have a negative impact on our business.

If our games and services do not function as consumers expect, whether because they fail to function as advertised or
otherwise, our sales may suffer. If our games and services do not function as consumers expect, it may negatively
impact our business.

If we are unable to sustain traditional pricing levels for our titles, our business, financial condition, results of
operations, profitability, cash flows or liquidity could suffer materially.

If we are unable to sustain traditional pricing levels for our titles, whether due to competitive pressure, because
retailers elect to price these products at a lower price or otherwise, it could have a negative impact on our business.
Further, we make provisions for retail inventory price protection based upon certain assumed lowest prices and if
competitive pressures force us to lower our prices below those levels, it could similarly have a negative impact on our
business.

Our industry is subject to rapid technological change, and if we do not adapt to, and appropriately allocate our
new resources among, emerging technologies and business models, our business may be negatively impacted.

Technology changes rapidly in the interactive entertainment industry. We must continually anticipate and adapt our
products to emerging technologies, delivery platforms and business models in order to stay competitive. When we
choose to incorporate a new technology into a product or to develop a product for a new platform, operating system or

17



Edgar Filing: MAJESCO ENTERTAINMENT CO - Form 10-K

media format, we often are required to make a substantial investment prior to the introduction of the product. If we
invest in the development of interactive entertainment products incorporating a new technology or for a new platform
that does not achieve significant commercial success, our revenues from those products likely will be lower than we
anticipated and may not cover our development costs. Further, our competitors may adapt to an emerging technology
or business model more quickly or effectively than we do, creating products that are technologically superior to ours,
more appealing to consumers, or both. If, on the other hand, we elect not to pursue the development of products
incorporating a new technology or for new platforms, or otherwise elect not to pursue a new business model, that
achieves significant commercial success, it may have adverse consequences. It may take significant time and
resources to shift product development resources to that technology, platform or business model, as the case may be,
and may be more difficult to compete against existing products incorporating that technology or for that platform or
against companies using that business model. Any failure to successfully adapt to, and appropriately allocate resources
among, emerging technologies could negatively impact our business.

Competition within, and to, the interactive entertainment industry is intense, and competitors may succeed in
reducing our sales.

Within the interactive entertainment industry, we compete with other publishers of interactive entertainment software
developed for use on the PC, video game consoles and handheld, mobile and tablet devices or social networking sites,
both within the United States and, increasingly, in international jurisdictions. Our competitors include very large
corporations with significantly greater financial, marketing and product development resources than we have. A
relatively small number of titles account for a significant portion of net revenues, and an even greater portion of net
profit, in the interactive entertainment industry, and the availability of significant financial resources is a major
competitive factor in the production of high-quality products and in the marketing of products that are ultimately
well-received. Our larger competitors may be able to leverage their greater financial, technical, personnel and other
resources to finance larger budgets for development and marketing and make higher offers to licensors and developers
for commercially desirable properties as well as adopt more aggressive pricing policies to develop more commercially
successful products for the PC or video game platforms than we do. In addition, competitors with large product lines
and popular titles typically have greater leverage with retailers, distributors and other customers, who may be willing
to promote titles with less consumer appeal in return for access to those competitors' more popular titles.

Increased consumer acceptance and availability of interactive entertainment developed for use by consumers on
handheld, mobile and tablet devices or social networking sites or other online games, consumer acceptance and
availability of technology which allows users to play games on televisions without consoles, or technological
advances in online game software or the Internet could result in a decline in sales of our platform-based software.

18
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Additionally, we compete with other forms of entertainment and leisure activities. For example, the overall growth in
the use of the Internet and online services such as social networking sites by consumers may pose a competitive threat
if consumers and potential consumers spend less of their available time using interactive entertainment software and
more using the Internet, including those online services. Further, it is difficult to predict and prepare for rapid changes
in consumer demand that could materially alter public preferences for different forms of entertainment and leisure
activities. Failure to adequately identify and adapt to the competitive pressures described herein could negatively
impact our business.

We are exposed to seasonality in the sale of our products.

The interactive entertainment industry is highly seasonal, with the highest levels of consumer demand occurring
during the year-end holiday buying season in the fourth quarter of the year. Receivables and credit risk are likewise
higher during the second half of the year, as retailers increase their purchases of our products in anticipation of the
holiday season. Delays in development, licensor approvals or manufacturing can affect the timing of the release of
products, causing us to miss key selling periods such as the year-end holiday buying season.

We may be involved in legal proceedings that may result in material adverse outcomes.

From time to time, we may be involved in claims, suits, government investigations, audits and proceedings arising
from the ordinary course of our business, including actions with respect to intellectual property, competition and
antitrust matters, privacy matters, tax matters, labor and employment matters, unclaimed property matters, compliance
and commercial claims. Such claims, suits, government investigations, audits and proceedings are inherently uncertain
and their results cannot be predicted with certainty. Regardless of the outcome, such legal proceedings can have an
adverse impact on us because of legal costs, diversion of management resources and other factors. In addition, it is
possible that a resolution of one or more such proceedings could result in substantial fines and penalties, criminal
sanctions, consent decrees or orders preventing us from offering certain features, functionalities, products or services,
requiring us to change our development process or other business practices.

Our products are subject to ratings by the Entertainment Software Rating Board in the U.S. and similar
agencies in international jurisdictions. Our failure to obtain our target ratings for our products could
negatively impact our business.

The Entertainment Software Rating Board (the "ESRB") is a self-regulatory body based in the United States that
provides consumers of interactive entertainment software with ratings information, including information on the
content in such software, such as violence, nudity or sexual content contained in software titles. The ESRB rating
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categories are "Early Childhood" (i.e., content is intended for young children), "Everyone" (i.e., content is generally
suitable for all ages), "Everyone 10+" (i.e., content is generally suitable for ages 10 and up), "Teen" (i.e., content is
generally suitable for ages 13 and up), "Mature" (i.e., content is generally suitable for ages 17 and up) and "Adults
Only" (i.e., content is suitable for adults ages 18 and up). Certain countries other than the United States have also
established content rating systems as prerequisites for product sales in those countries. In some countries, a company
may be required to modify its products to comply with the requirements of the rating systems, which could delay or
disrupt the release of any given product, or may prevent its sale altogether in certain territories. Further, if an agency
re-rates one of our games for any reason, retailers could refuse to sell it and demand that we accept the return of any
unsold or returned copies or consumers could demand a refund for copies purchased. If we are unable to obtain the
ratings we have targeted for our products as a result of changes in a content rating organization's ratings standards or
for other reasons, it could have a negative impact on our business.

Our business, products, and distribution are subject to increasing regulation of content in key territories. If we
do not successfully respond to these regulations, our business, financial condition, results of operations,
profitability, cash flows or liquidity could be materially adversely affected.

Legislation is continually being introduced, and litigation and regulatory enforcement actions are taking place, that
may affect the way in which we, and other industry participants, may offer content and features, and distribute and
advertise our products. For example, privacy laws and regulatory guidance in many countries impose various
restrictions on online and mobile advertising, as well as the collection, storage and use of personally identifiable
information. We may be required to modify certain of our product development processes or alter our marketing
strategies to comply with such regulations, which could be costly or delay the release of our products. In addition,
many foreign countries, such as China and Germany, have laws that permit governmental entities to restrict the
content and/or advertising of interactive entertainment software or prohibit certain types of content. Further,
legislation which attempts to restrict marketing or distribution of such products because of the content therein has
been introduced at one time or another at the federal and state levels in the United States. There is on-going risk of
enhanced regulation of interactive entertainment marketing, content or sales. These laws and regulations vary by
territory and may be inconsistent with one another, imposing conflicting or uncertain restrictions. The adoption and
enforcement of legislation which restricts the marketing, content or sales of our products in countries in which we do
business may harm the sales of our products, as the products we are able to offer to our customers and the size of the
potential market for our products may be limited. Failure to comply with any applicable legislation may also result in
government-imposed fines or other penalties. Moreover, the increased public dialogue concerning interactive
entertainment may have an adverse impact on our reputation and consumers' willingness to purchase our products.
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Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

We lease approximately 1,800 square feet of office space at a cost of approximately $2,300 per month under a lease
agreement that expires in June 2016.

Item 3. Legal Proceedings.

On February 26, 2015, a complaint for alleged patent infringement was filed in the United States District Court for the
Eastern District of Texas by pro se plaintiff Richard Baker, an individual residing in Australia, against the Company,
Microsoft, Nintendo and a number of other game publishers. The complaint alleges that the Zumba Fitness Kinect
game infringed plaintiff’s patents in motion tracking technology. The plaintiff claims he has been damaged by the
Company in the amount of $1.3 million. The Company intends to defend itself against the claim. The Company
cannot currently estimate a potential range of loss if the claim against the Company is successful.

On September 20, 2012, a complaint for patent infringement was filed in the United States District Court for the
Eastern District of Virginia by Intelligent Verification Systems, LLC (“IVS”) against Microsoft Corporation and also
naming the Company as defendant. The complaint alleges that Kinect and certain Kinect games, including Zumba
Fitness Rush, infringe the plaintiff’s patents relating to biometric facial recognition and facial expression recognition
technology. In April 2015, the parties, by stipulation, agreed to entry of an order for summary judgment in favor of
defendants, following a Court ruling that recommended excluding plaintiff’s damages expert. IVS appealed the
decision to the United States Court of Appeals for the Federal Circuit in Washington, D.C. which affirmed the
judgment in January 2016.

In addition to the above, we at times may be a party to claims and suits in the ordinary course of business. Given the
uncertainty surrounding litigation and our inability to assess the likelihood of a favorable or unfavorable outcome, it is
possible that the resolution of any litigation could have a material adverse effect on our consolidated financial
position, cash flows or results of operations.
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Item 4. Mine Safety Disclosures.

Not applicable.
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PART II

Item 5. Market For Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

Our common stock is listed for trading on the Nasdaq Capital Market under the symbol “COOL.” The market for our
common stock has often been sporadic, volatile and limited.

The following table shows the high and low bid quotations for our common stock as reported by Nasdaq from
November 1, 2013 through October 31, 2015. The prices reflect inter-dealer quotations, without retail markup,
markdown or commissions, and may not represent actual transactions.

High Low

Fiscal Year 2014

First Quarter $5.18 $3.78
Second Quarter $3.92 $2.66
Third Quarter $3.01 $1.72
Fourth Quarter $1.84 $0.81

Fiscal Year 2015

First Quarter $1.59 $0.55
Second Quarter $2.37 $0.94
Third Quarter $1.73 $1.09
Fourth Quarter $1.92 $1.08

Holders of Common Stock. On January 25, 2016, we had 113 registered holders of record of our common stock. On
January 25, 2016, the closing sales price of our common stock as reported on Nasdaq was $0.86 per share.

Dividends and dividend policy. Prior to October 31, 2015, we had never declared or paid any dividends on our
common stock.

On January 4, 2016, we declared a special cash dividend of an aggregate of Ten Million Dollars ($10,000,000) to be
paid to holders of record on January 14, 2016 of our outstanding shares of: (i) common stock (ii) Series A Convertible
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Preferred Stock; (iii) Series B Convertible Preferred Stock; (iv) Series C Convertible Preferred Stock and (v) Series D
Convertible Preferred Stock. The holders of record of our outstanding preferred stock participated in receiving their
pro rata portion of the dividend on an “as converted” basis. The dividend was paid January 15, 2016.

We do not anticipate paying future dividends at the present time. We currently intend to retain earnings, if any, for use
in our business.

Securities authorized for issuance under equity compensation plans. The information called for by this item is
incorporated by reference from our definitive proxy statement relating to our 2015 Annual Meeting of Stockholders,
which we intend to file within 120 days after our October 31, 2015 fiscal year end.

Recent Sales of Unregistered Securities. All prior sales of unregistered securities have been previously reported either
on a current report on Form 8-K or a quarterly report on Form 10-Q.

Item 6. Selected Financial Data

As a smaller reporting company, we are not required to provide the information under this item, pursuant to
Regulation S-K Item 301(c).
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and results of operations together
with “Selected Financial Data” and our consolidated financial statements and related notes appearing elsewhere in
this Annual Report on Form 10-K. This discussion and analysis contains forward-looking statements that involve
risks, uncertainties and assumptions. The actual results may differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including, but not limited to, those set forth under “Risk
Factors” and elsewhere in this Annual Report on Form 10-K.

Overview

Majesco Entertainment Company is an innovative developer, marketer, publisher and distributor of interactive
entertainment for consumers around the world. Building on more than 25 years of operating history, Majesco develops
and publishes a wide range of video games on digital networks through its Midnight City label, including Nintendo’s
DS, 3DS, Wii and WiiU, Sony’s PlayStation 3 and 4, or PS3 and PS4, Microsoft’s Xbox 360 and Xbox One and the
personal computer, or PC. Although, historically, we have sold packaged software to large retail chains, specialty
retail stores, video game rental outlets and distributors and through digital distribution for platforms such as Xbox
Live Arcade, PlayStation Network, or PSN, and Steam, and for mobile devices and online platforms, we are now
purposed to operate, almost exclusively, in our digital software business unit.

Video Game Products

Net Revenues. Our revenues are principally derived from sales of our video games. We provide video games
primarily for the mass market and casual-game player. Our revenues are recognized net of estimated provisions for
price protection and other allowances. When we act as an agent in the distribution of games developed by others, we
recognize revenue net of the share of revenue due to the developer in the form of wholesale price, royalties and/or
distribution fees.

Cost of Sales. Cost of sales consists of product costs and amortization and impairment of software development costs
and license fees. A significant component of our cost of sales of packaged games is product costs. Product costs are
comprised primarily of manufacturing and packaging costs of the disc or cartridge media, royalties to the platform
manufacturer and manufacturing and packaging costs of peripherals. Commencing upon the related product’s release,
capitalized software development and intellectual property license costs are amortized to cost of sales.
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Gross Profit. Gross profit is the excess of net revenues over product costs and amortization and impairment of
software development and license fees. Development and license fees incurred to produce video games are generally
incurred up front and amortized to cost of sales. The recovery of these costs and total gross profit is dependent upon
achieving a certain sales volume, which varies by title.

Product Research and Development Expenses. Product research and development expenses have historically related
principally to our cost of supervision of third party video game developers, testing new products, development of
social games and conducting quality assurance evaluations during the development cycle that are not allocated to
games for which technological feasibility has been established. Costs incurred have been primarily employee-related,
may include equipment, and are not allocated to cost of sales. Ongoing research and development activities have been
substantially reduced since fiscal 2014.

Selling and Marketing Expenses. Our selling and marketing expenses previously consisted of advertising and
promotion expenses, including television advertising, the cost of shipping products to customers, and related
employee costs. Credits to retailers for trade advertising were components of these expenses. Following the transfer of
retail distribution activities in July 2015, such expenses are now limited to selected activities online and in social
media.

General and Administrative Expenses. General and administrative expenses primarily represent employee related
costs, including stock compensation, for corporate executive and support staff, general office expenses, professional
fees and various other overhead charges. Professional fees, including legal and accounting expenses, typically
represent one of the largest components of our general and administrative expenses. These fees are partially
attributable to our required activities as a publicly traded company, such as SEC filings, and corporate- and
business-development initiatives.

Interest and Financing Costs. Interest and financing costs are directly attributable to our factoring and our
purchase-order financing arrangements. Such costs include commitment fees and fees based upon the value of
customer invoices factored.

Income Taxes. Income taxes consist of our provisions for income taxes, as affected by our net operating loss
carryforwards. Future utilization of our net operating loss, or NOL, carryforwards may be subject to a substantial
annual limitation due to the “change in ownership” provisions of the Internal Revenue Code. The annual limitation may
result in the expiration of NOL carryforwards before utilization. Due to our history of losses, a valuation allowance
sufficient to fully offset our NOL and other deferred tax assets has been established under current accounting
pronouncements, and this valuation allowance will be maintained unless sufficient positive evidence develops to
support its reversal.

10
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Seasonality and Variations in Interim Quarterly Results

Our quarterly net revenues, gross profit, and operating income from sales of products are impacted significantly by the
seasonality of the retail selling season and the timing of the release of new titles. Sales of our catalog and other
products are generally higher in the first and fourth quarters of our fiscal year (ending January 31 and October 31,
respectively) due to increased retail sales during the holiday season. Sales and gross profit as a percentage of sales also
generally increase in quarters in which we release significant new titles because of increased sales volume as retailers
make purchases to stock their shelves and meet initial demand for the new release. These quarters also benefit from
the higher selling prices that we are able to achieve early in the product’s life cycle. Therefore, sales results in any one
quarter are not necessarily indicative of expected results for subsequent quarters during the fiscal year.

Critical Accounting Estimates

Our discussion and analysis of the financial condition and results of operations is based upon our consolidated
financial statements, which have been prepared in accordance with accounting principles generally accepted in the
United States of America, or GAAP.

The preparation of these consolidated financial statements requires us to make estimates and judgments that affect the
reported amounts of assets, liabilities, revenues, and expenses, and related disclosure of contingent assets and
liabilities. We base our estimates on historical experience and on various other assumptions that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results could differ materially
from these estimates under different assumptions or conditions.

We have identified the policies below as critical to our business operations and to the understanding of our financial
results. The impact and any associated risks related to these policies on our business operations is discussed
throughout management’s discussion and analysis of financial condition and results of operations when such policies
affect our reported and expected financial results.

Revenue Recognition. We recognized revenue on the sale of packaged goods upon the shipment of our product when:
(1) risks and rewards of ownership are transferred; (2) persuasive evidence of an arrangement exists; (3) we have no
continuing obligations to the customer; and (4) the collection of related accounts receivable is probable. Certain
products are sold to customers with a street date (the earliest date these products may be resold by retailers). Revenue
for sales of these products is not recognized prior to their street date. Some of our software products provide limited
online features at no additional cost to the consumer. Generally, we have considered such features to be incidental to
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our overall product offerings and an inconsequential deliverable. Accordingly, we do not defer any revenue related to
products containing these limited online features. However, in instances where online features or additional
functionality is considered a substantive deliverable in addition to the software product, such characteristics will be
taken into account when applying our revenue recognition policy. To date, the Company has not earned significant
revenues from such features. In addition, some of our software products are sold exclusively as downloads of digital
content for which the consumer takes possession of the digital content for a fee. Revenue from product downloads is
generally recognized when the download is made available (assuming all other recognition criteria are met).

When we enter into license or distribution agreements that provide for multiple copies of games in exchange for
guaranteed amounts, revenue is recognized in accordance with the terms of
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