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PART I FINANCIAL INFORMATION
ITEM 1- CONSOLIDATED FINANCIAL STATEMENTS
CMG HOLDINGS GROUP, INC.
UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS FOR THE QUARTER ENDED MARCH 31, 2020 AND 2019
CONTENTS
Consolidated Balance Sheets as of March 31, 2020 (Unaudited and December 31, 2019 (Audited) 4
Consolidated Statements of Operations for the three months ended March 31, 2020 and 2019 (Unaudited) 5
Consolidated Statements of Cash Flows for the three months ended March 31, 2020 and 2019 (Unaudited) 6
Notes to Consolidated Financial Statements (Unaudited) 7
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CMG Holdings Group, In
Consolidated Balance Sheet
Unaudited
December 31,
ASSETS 2019
CURRENT ASSETS
Cash 544,560 781,752
Accounts receivable 998 40,513
Loan receivable 77,500 67,500
Total current assets 623,067 89,765
Property and equipment 12,697 13,625
Total Asscts 635,764 903,300
LIABILITIES AND STOCKHOLDERS' DEFICIT
CURRENT LIABILITIES
Accounts payable 10,500 74,500
Defierred compensation 564,876 656,526
Loan payable 12,750 19,437
Loan from outside party 90,000 90,000
Note payable 137,500 150,000
Total current liabilities 815626 990,463




TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' DEFICIT

Common Stock 450,000,000 shares authorized; 50.001 par value,
440,350,000 shares issued and outstanding

as of March 31, 2019 and 449,506,008 as of December 31, 2019
Additional paid in capital

Treasury stock

Accumulated deficit

TOTAL STOCKHOLDERS DEFICIT

815,626

440,350
14,639,770

(15,259,982)

990,463

449,506
14,687,865

(39,000)

(15,185,444)

(179.862) (87,073)
TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT s 635,764 s 903,390
The accompanying notes are an integral part of these financial statements
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CMG Holdings Group, Inc.
Consolidated Statements of Operations
Unaudited
For the three For the three
months ended menths ended
March 31,2020 March 31,2019
Revenues s — 5 716,892
Operating expenses
Cost of revenues = 352,178
Interest expense 1625 —
General and administrative expenses 208413 159,331
Total operating expenses 210,038 511,509
Net income from operations (210,038) 205,383
Other income (expemse)
Scttlement Hudson Gray 148,000
Settlement of loan payable (12,500) —
Write-ofT of accounts payable — 360,000
Total other income (cxpense) 135,500 360,000
Net income s (74.338) 5 565,383
Weighted Average Number of Common Shares Outstanding - Basic and Diluted. 440,350,000 449,506,008
Income (Loss) per Commeon Share - Basic and Diluted 5 _ 5 0.0013
The accompanying notes are an integral part of these financial statements
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CMG Holdings Group, Ine
Consolidated Statement of Stackholders Equity
Preferred Stock Common Stock
Additional Total
Number of Numer of Paid In Treasury Accumulated Stockholders”
Shares Amount Shares Amount Capital Stock Deficit Equity
Balance December 31, 2019 5 449,506,008 5 14,687,865 5 39,000) (15,185 444) 5 (87.073)
Purchase Treasury Stock. (18251) (18.251)
Retire treasury stock (9,156,008) (©,156) (48,095) 57,251
Net Income(Loss) for e year (74,538) (74:538)
Balance March 31, 2020 440,350,000 s 440,350 14,639,770 s (15,259,982) 5 (179.862)
Preferred Stock Common Stack
‘Additional Total
Number of Number of Paid In Treasury Accumulated Stockholders'
Shares Amount Shares Amount Capital Stock Deficit Eguity
Balance December 31, 2018 429,506,008 445,506 14,687,865 116,577,626) (1,440,355)
Net Income(Loss) for the year 565,383 565383
Balance Marc h 31, 2019, 2019 $ 449,506,008 s 449,506 14687865 s (16,012,243) 3 (874,872)
The accompanying notes are an integral part of these financial statements.
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CMG Holdings Group, Ing
Consolidated Statement of Cash Flows
For the three For the three
months ended months ended
March 31, 2020 March 31, 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (74.538) 5 626,603
Adjustments to reconcile net income 1o cash used in operating activitics
Depreciation 929 929
Deferred compensation (91,651) (36,475)
Accounts receivable 39515
Aceounts payable (64.000) (360,000)
Net cash provided by operations (189,745)
CASH FLOWS FROM INVESTING ACTIVITIES
Loan to Pristee (10,000} -
Net cash provided by investing activitics (10,000) —
CASH FLOWS FROM FINANCING ACTIVITIES
Purchase treasury stock (18,251) -
Payment of loan payable (12,500)
Payment of loan payable (6.687) —
Net cash provided by financing activitics (37.438) —
Net increase in cash (237,183) 231,057
Cash, beginning of period 781,752 162,031
Cash, end of period 544,569 5 393,988

The accompanying notes arc an integral part of these financial statements




CMG HOLDINGS GROUP, INC.

On February 20, 2008, Creative Management Group, In. formed C!
changed the name to CMG Holdings Group, Inc. (“the Company”). The purposc of the acquisition was to effect a reverse merger with Pebble Beach Enterprises, Inc. at a later date. On May 27, 2008, Pebble Beach entered into an Agreement and Plan of Reorganization with its controlling sharcholder, Creative Management
Group, Inc., a privately held Delaware corporation. Upon closing the cighty sharcholders of Creative Management Group delivered all their equity interests in Creative Management Group to Pebble Beach in exchange for shares of common stock in Pebble Beach owned by Creative Management Group, & a result of which
Creative Management Group became a wholly owned subsidiary of Pebble Beach. The shareholders of Creative Management Group received one share of Pebble Beach's common stock previeusly owned by Creative Management Group for each issued and outstanding common share owned of Creative Management Group.
As a result, the 22,135,148 shares of Pebble Beach that were issued and previously owned by Creative Management Group, are now owned direetly by its sharcholders. The 22,135,148 shares of Creative Management Group previously owned by its sharcholders are now owned by Pebble Beach, thereby making Creative
Management Group & wholly owned subsidiary of Pebble Beach. Pebble Beach did not issue any new shares as part of the Reorganization. The transaction was accounted for s & reverse merger and recapitalization whereby Creative Management Group is the accounting acquirer. Pebble Beach was renamed CMG Holdings

Notes to the Consolidated Financial Statements

Nature of Operations and Continuance of Business

Creative Management Group, Ine. was formed in Delaware on August 13, 2002 as a limited liability company named Creative Management Group, LLC. On August 7, 2007, this entity converted 10 a corporation. The Company is a sports, entertainment, marketing and management company providing event management
implementation, sponsorships, licensing and broadeast, production and syndication.

G Acquisitions, Inc., a Delaware company, for the purpose of acquiring companics and cxpansion strategics. On February 20, 2008, Creative Management Group, Inc. acquired 92.6% of Pebble Beach Enterpriscs, Inc. (a publicly traded company) and

Group, Inc
On April 1, 2009, the Company, through a newly formed subsidiary CMGO Capital, Inc., a Nevada o completed the acquisition of XA, The Ageney, Inc. On March 31, 2010, the Company and AudioEye, Inc. (*AudioEye”) completed a Stock Purchase Agrecment under which the Company acquired ll
the capital stock of AudioEye. On June 22, 2011 the Company entered into a Master Agreement subject o sharcholder approval and closing conditions with AudioEye Acquisition Corp., a Nevada where the of AudioEye xehanged 100% of the stock in AudioEye Acquisition Corp for

Corp.
80% of the capital stock of AudioEye. The Company retained 15% of AudioEye subject 1o transfer restrictions in accordanee with the Master Agrecment; in October 2012, the Company distributed 1o its shareholders, in a dividend, 5% of the eapital stock of AudioEye in accordanee with provisions of the Master Agreement.

On March 28, 2014, CMG Holdings Group, Inc. (the “Company” or “CMG"), completed its acquisition of 100% of the shares of Good Gaming, Inc. (“GGI”) by cntering into a Share Exchange Agreement (the “SEA”) with BMB Financial, Inc. and Jackic Beckford, sharcholders of GG The solc owner of BMB Financial, Inc
is also the sole owner of Infinite Alpha, Inc. which provides consulting services to CMG. Pursuant to the SEA, the Company received 100% of the shares of GG in exchange for 5,000,000 shares of the Company's common stock, $33,000 in equipment and consultant compensation and a commitment to pay $200,000 in
development costs,

18, 2016, the Company sold the assets of Good Gaming, Inc. o HDS International Corp. and thereafter, HDS changed their name to Good Gaming, Inc, from CMG Holdings Group, Inc. (OTCQB: GMER) (“Good Gaming™). The Company received in exchange 100,000,000 Class B Preferred Shares in Good
h are convertible into shares of common stock at a rate of 200 common shares for cach Class B Preferred Shares. Good Gaming, Ine. did a 1,000 to 1 reverse split, thus the 100,000,000 Class B Preferred Shares were converted to 100,000 Class B Preferred Shares. The Company has sold a portion of these Good

Gaming shares to date in the market and currently owns the equivalent of 14,076,200 common shares in the form of preferred stock and common stock

H
CMG HOLDINGS GROUE, INC.
Notes to the Consolidated Financial Statements
! Nature of Operations and Continuance of Business {continued)
The Company’s operating subsidiary is XA - The Experiential Agency, Inc. - which is a sports, entertainment, marketing and management company providing event licensing and broadcast, production and syndication. Its President is Alexis Laken, the daughter of the Company’s
president.
2. Summary of Significant Accounting Policies

a) Basis of Presentation and Principles of Consolidation

These consolidated financial statements and related notes are presented in accordance with aceounting principles generally aceepted in the United States of America ("GAAP") and are expressed in US dollars. The consolidated financial statements include the accounts of the Company and its wholly owned subsidiary, Ship Ahoy
LLC. All intercompany transactions have been eliminated. The Company's fiscal year-end is December 31.

by Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the United States requires management to make estimates and assumptions that affect the reported amounts of assets and 1i abilities 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. The Company regularly evaluates estimates and assumptions related to the recoverability of its long-lived assets, stock-based compensation, and deferred income tax asset valuation allowances. The Company bases its estimates and assumptions on current
facts, historical experience and various other factors that it belicves (o be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities and the accrual of costs and expenses that are not readily apparent from other sources. The actual results
experienced by the Company may differ materially and adversely from the Company's estimates. To the extent there are material differences between the estimates and the actual results, future results of operations will be affected.

c) Cash and Cash Equivalents
The Company considers all highly liquid instruments with maturity of threc months or less at the time of issuance to be cash cquivalents. As of March 31, 2020 and December 31, 20 19, the Company had no cash cquivalents.
@ Basic and Diluted Net Loss Per Share

The Company computcs net loss per share n accordance with ASC 260, Earaings Per Share, which requirs prescnlation of both basic and diluted camings per share (EPS) on the face of the income statement, Basic EPS is computed by dividing et loss avaiable to common sharcholders (aumerator) by the weighipd average
number of shares outstanding (denominator) during the period. Diluted EPS gives effect to all dilutive potential common shares outstanding during the period using the treasury stock method and convertible preferred stock using the if-converted methed. In computing Diluted EPS, the average stock price for the period is used in
determining the number of shares assumed {o be purchased from the exercise of stock options or warrants. Diluted EPS cxeludes all dilutive potential shares if their cffect is anti-dilutive.

CMG HOLDINGS GROUF, INC.

Notes to the Consolidated Financial Statements

Summary of Significant Accounting Policies (confinued)

e Financial Instruments

ASC 820, " Fair Value Measurements ", reuires an entity (0 maximize the wse of observable ipus and minimize the usc of unobscrvable inputs when measuring fair value. It cstablishes a fair value hicrarchy based on the level of independent, objective cvidence surrounding the inputs used to measure fair value. A financial instrument's
catcgorization within the fair value hicrarchy is based upon the lowest level of input that is significant to the fair value measurcment. It prioritizes the inputs into three levels that may be used to measurc fair valuc:

Level
Level 1 applies to assets o liabilities for which there are quoted prices in active markets for identical assets or liabilities
Level 2

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

Level 3

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

The Company's financial instruments consist principally of cash, accounts payable, and amounts due 10 related parties. Pursuant to ASC 820, the fair value of our cash is determined based on "Level I* inputs, which consist of quoted prices in active markets for identical assets. We believe that the recorded values of all our other
financial instruments approximate their current fair values because of their nature and respective maturity dates or durations.

n Property and Equipment

Property and equipment are comprised of a vehicle and is amortized on a straight-line basis over an expected useful life of three years. Maintenance and repairs are charged o expense as incurred. The land is not depreciated
2 Impairment of Long-lived Assets

The Company evaluates the recoverability of long-lived assets and the related estimated remaining lives at cach balance sheet date. The Company records an impairment or change in useful life whenever events or changes in circumstances indicate that the carrying amount may not be recoverable or the useful life has changed.
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CMG HOLDINGS GROUF, INC.

Notes to the Consolidated financial Statements

Summary of Significant Accounting Policies (Continued)

) Revenue Recognition



Revenue is recognized when a customer obtains control of promised goods or services and is recognized in an amount that reflects the consideration that an entity expects to receive in exchange for those goods or services. In addition, the standard requires disclosure of the nature, amount, timing, and uncertainty of revenue and cash
Tows arising from contracts with customers. The amount of revenue that is recorded reflects the consideration that the Company expects to receive in exchange for those services. The Company applies the following five-step model in order to determine this amount: (i) identification of the promised services in the contract; (i)
determination of whether the promised services are performance obligations, including whether they are distinct in the context of the contract; (iii) measurement of the transaction price, including the constraint on variable consideration; (iv) allocation of the transaction price to the ce and (v) ion of
revenue when (or as) the Company satisfies cach performance obligation.

The Company only applies the five-step model to contracts when it is probable that the entity will colleet the consideration it is entitled to in exchange for the services it transfirs to the customer. Once & contract is determined to be within the scope of ASC 606 at contract inception, the Company reviews the contract to determine
which performance obligations the Company must deliver and which of these performance obligations are distinct. The Company recognizes as revenues the amount of the transaction price that is allocated to the respective performance obligation when the performance obligation is satisfied or as it is satisfied. Generally, the
Company’s performance obligations are transferred to customers at a point in time, typically upon delivery.

The Company generates revenues through event i licensing and broadeast, production and syndication.

p} Cost of Services

Cost of services Con

of marketing and management expenses. The marketing expenses are for the marketing of an event prior to the event taking place.
bl General and Administrative Expense
General and administrative expense are the overhead expense to maintain the Company.

k) Reslassification

Certain prior period amounts have been reclassified to conform to current presentation.

CMG HOLDINGS GROUP, INC.
Notes to the Consolidated financial Statements

2 Summary of Significant Accounting Policies (Continued)

) Recently issued accounting pronouncements

The Company has all new accounting that are in effect and that may impact its financial statements and does not believe that there are any other new pronouncements that have been issued that might have a material impact on its financial position or results of operations except as noted below:

FASB ASU 2017-01, Clarifying the Definition of a Business (Topic 805) - In January 2017, the FASB issued 2017-01. The new guidance that ehanges the definition of a business to assist entities with cvaluating when a set of transferred assets and activities is a business. The guidance requires an entity to evaluate if substantially all
of the fair value of the gross assets acquired is concentrated in a single identifiable asset or a group of similar identifiable assets; if so, the set of transferred assets and aetivities is not a business. The guidance also requires a business to include at least one substantive process and narrows the definition of outputs by more closely
aligning it with how outputs arc described in ASC 606. The ASU is effective for annual reporting periods beginning after December 15, 2017, and for interim periods within those years. Adoption of this ASU did not have a significant impact on the Company’s consolidated results of operations, cash flows and financial position.

In December 2019, the FASB issued ASU 201912, Income Taves (Topic 74(), which enhances and simplifics various aspeets of the income tax accounting guidance, including requirements such as tax basis step-up in goodwill obtained in a transaction that is not a business combination, ownership changes in investments, and
interim-period aceounting for enacted changes in tax law. The amendment will be effective for public companics with fiscal years begiming after December 15, 2020; early adoption is permitted. The Company is evaluating the impact of this amendment on its consolidated financial statements.

In February 2020, the FASB issued ASU 2020-02, Financial instrumenis-Credit Losses (Topic 326) and Leases (Topic 842) - Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 119 and Update to SEC Section on Effective Date Related io Accounting Standards Update No. 2016-02, Leases (Topic
842), which amends the effeetive date of the original pronouncement for smaller reporting companies. ASU 2016-13 and its amendments will be effective for the Company for interim and annual periods in fiscal years beginning after December 15, 2022. The Company believes the adoption will modify the way the Company
analyzes financial instruments, but it docs not anticipate a matcrial impact on results of operations. The Company s in the process of determining the cffects adoption will have on its consolidated financial statements.

The Company does not beli

¢ that there are any other new accounting pronouncements that have been issued that might have a material impact on its financial position or results of operations.

3 Accounts Receivable

Accounts receivable consist of invoices for events that occurred prior to year end that the payments were received in the following year. The Balance of accounts receivable at March 31, 2020 and December 31, 2019 were $998 and $40,513, respectively.

4 Loan Receivable

On November

. 2019 the company entered into an agreement (o a line of eredit (LOC) with Pristec America Ine. (Pristec). The LOC was for §

000. In January of 2020 the LOC was increased to $100,000. As of March 31, 2020, the Company had loaned to Prister $

0 at an interest rate of 12%, the loan matures in twelve (12)

‘months. Pristee is @ late stage technology company that has 108 worldwide patents for the cold cracking of erude oil and other oil products. The Company has been granted the right to convert this loan into 100 shares of stock at priee of $1000. At the discretion of the Company, the Company has the option of entering into a revenue
sharing agreement with Pristec.

5 dceounts Payable

Accounts payable consist of expenses incurred during the year that had not yet been paid. The balance of accounts payable at March 31, 2020 is $10,500. The balance of accounts payable at December 31, 2019 is $74,500.
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CMG HOLDINGS GROUP, INC.
Notes to the Consolidated financial Statements

6 Equity
a. Common Stock
During the periods ended March 31, 2020 and December 31, 2019, the Company did not sell any shares of its $0.001 par value per share common stock.
b, Common Stock Warrants
During the periods ended Mar b 31, 2020 and December 31, 2019, the Company did net issue any warrants for its common shares. On December 15, 2017, the Company's Board of Direetors lowered the sirike price on the outstanding 40,000,000 warrants previously issued to Glenn Laken to $0.0035 and extended the expiration
date for an additional five (5) years.
7 Treasury Stock
During the year ended December 31, 2019 the Company bought back 6,258,992 shares of its common stock for $39,000. During the period ended March 31, 2020 the Company bought back an additional 2,897,016 shares of its common stock for §18,251. This treasury stock was retired during the period end
March 31, 2020.
& Notes Payable
During the periods ended March 31, 2020 and Decernber 31, 2019, the Company had the following notes payable
Balance Balance
December 31, 2019 March 31, 2020
$ 19,437 $ 12,750
Notes Payable Irish Pension Fund H 150,000 s 137,500
In September of 2018 the Company tock out 3 ine of credit with Kabbeg fo 75,000, I the fourh qurter of 2018 the company took draws sgninst the lin of $72.300, During thet peried tho Company made principal peyments of S804, leaving o principel balance of §71,496 st December 31, 2018, During the year eded Docember 31, 2019 the
mpany took an auditional draw of S23,000. During the ycar ended Deesrmber 31, 2019 the Company mace principal payments of 77,059, eaving a balance of $19,437. Duri the period cnded Match 31, 2020 the Company madle principal payments of $8,3 12, leaving  balance of $11,125. Incrcst cxpense was $1.625 and $15.380 for the periods
ended March 31, 2020 and 2019, respectively. The interest rate on this loan is 10%.
In 2015 the Company borrowed 150,000 from the two Irish incividusls ponsion funds. 590,000 was barrows from ane individual pension acoount and 860,000 wa borravied from the ether. Repaymen terms ware to be negotisted aferthe serlement of the Hudson Gray nwsuit, The lawsait seuled in Jamary of 2019 and nogotiations began. No
payment terms were settled upon and were still being negotiated as of December 31, 2019, In January of 2020 settlement was reached with the lender of the $90,000. The settlement terms were for repayment of $180,000 over a period of cighteen months quarterly, payment began in January of 2020 with the payment of $25,000. The seitlement amount
was split between payment of principal and seulement expense, $12,500 o reduce principal and $12,500 to expense. Seitlement has not yet been reached on the repayment of the $60,000 to the other party. The balance of these loans was $137,500 at March 31, 2020
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CMG HOLDINGS GROUP, INC.

Notes to the Consolidated financial Statements

9 Legal Proceedings

We are subject to certain claims and litigation in the ordinary course of business. It is the opinion of management that the outcome of such matiers will not have a material adverse cffect on our consolidated financial position, results of operations or cash flows

In October 2014, Ronald Burkhard, XA's former Executive Chairman and former member of the Company's Board of Dircotors filed a lawsuit in the Supreme Court of the State of New York, County of New York, alleging breach of his employment contract and secking approximately $695,000 in damages. This lawsuit, where a
judgement was entered against the Company for approximately $775,000, was setiled with Burkhard for $105,000. In November and December of 2018, the Company paid Burkhard the amount due from this settlement

On September 25, 2019 the Company filed suit against Eaton & Van Winkle (EVW), Lawrence Allen Steckman (Steckman) and Paul Licberman (Lieberman). In December 2019 the defendants settled for a payment of $450,000. On December 13, 2019 the Company
attorney’s fee of 871,500,

ved $378,500, which was the amount of proceeds net of

In 2014 the Company filed a lawsuit against Hudson Gray et al. On January 14, 2019 the parties entered into arbitration. The parties reached agrecment whersby the Company would be paid §2,750,000. The payments arc scheduled as follows:

Amount Attomey's

Due Paid Fees
Payment upon execution of the agreement s 400,000 s 214,548 s 185,452
On or before February §, 2019 s 100,000 5 53,650 5 46,350
On or before June 30, 2019 § 200,000 5 148,000 5 52,000
On or before September 30, 2019 $ 200,000 5 148,000 s 52,000
On or before December 31, 2019 § 200,000 s 146,496 s 53,504
On or before March 31, 2020 $ 200,000 s 148,000 s 52,000
Onor before June 30, 2020 H 200,000
On or before September 30, 2020 5 250,000
On or before December 31, 2020 $ 250,000
On or before March 31, 2020 $ 250,000
On or before June 30, 2020 $ 250,000
On or before September 30, 2020 $ 250,000

$ 2,750,000 5 858,694 5 441,306




CMG HOLDINGS GROUP, INC.
Notes to the Consolidated financial Statements

10 Income Taxes

The Company has a net operating loss carried forward of $15,247,482 available to offset taxable income in future years which commence expiring in 2028. The Company is subject to United States federal and state income taxes at an approximate rate of 21% (2019 and 2018). As of March 31, 2020 and December 31, 2019, the
Company had no unceriain tax positions.

March 31, 2020 December 31, 2019
Income tax recovery at Statutory Tate g (15,653) B 319318
Permanent differences and other -
Valuation allowance change 15,653 (319.318)
Provision for income taxes g g B

ificant components of deferred income tax assels and liabilities at March 31, 2020 and December 31, 2019 are as follows:

March 31, 2020 December 31, 2019
Net opersting loss carried forward s 15259982 s 15,185,444
Valuation allowance s (15.259,982) s (15,185,444)
Net deferred income tax asset g g
i1 Segments
The Company splits its business activities during the period ended March 31, 2020 into two reportable segments. Each segment represents an eatity of which are ineluded in the consolidation. The table below represents the operations results for each segment or entity, for the peried ended March 31, 2020.
CMG Holding
XA Group Total

Revenues = - =
Operating expenses 92217 117,821 210,038
Operating income (loss) ©2217) (117,821) (210,038)
Other income (expenses) — 135,500 135,500
Net income(loss) (92,217) 17,679 (74,538)

3

CMG HOLDINGS GROUF, INC.
Notes to the Consolidated financial Statements

12 Related Party Transactions

During the year ended Decernber 31, 2015 the Company borrowed 596,100 from a Company shareholder. This amount is due on demand and has an interest rate of 0%. The Company also borrowed $125,000 from a relative of the Company CEO. This amount is due on demand and has an interest rate of 0%. During the year ended
December 31, 2019 the Company paid off the $96,100 and $35,000 toward the $125,000 loans, leaving a balance of $90,000. No payments were made during the period ended March 31, 2020,

The Company issued the Company CEQ a warrant to purchase 40,000,000 shares of the Company’s common stock at 80015

. The warrant has an original term of § years. On December 15, 2017 the purchase price was changed to $.0035 and the term was extended § years. The warrants were vested 100% on April 7, 2014 when issued.
The board of dircctors approved a monthly salary for the Company CEO of $15,000 per month. The Company made payments of 103,474 in excess of the current $180,000 salary for year ended December 31, 2019. The Company made payments of $71,651 in excess of the current $45,000 salary for perid ended March 31, 2019.
The Company paid $31,250 and $22,500 for the perieds ended March 31, 2020 and 2019, respectively, as compensation 10 the President of XA, whe is the daughter of the Company CEO.

13 Subsequent Events
On April 9, 2020 the Settlement agreement with the Irish pension holder of the 90,000 loen was officially singed.

Per management review, no other material subsequent events have oceurred.

ITEM 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FORWARD LOOKING STATEMENTS

In addition to historical information, this Form 10-Q (this “Quarterly Report™) contains forward-locking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, which includes, but are not limited to, statements concerning expectations as to eur
revenucs, cxpenses, and net meome, our growth strategics and plam, mu timely development and market seceptancs of our products and technologics, the competitive nature of and anticipaicd growth in our markets, our ability to achieve cost reductions, the status of evolving technologics and their growth potential, the adoption of futurc
industry standards, cxpectations as to our financing and liquidity re arrangements, the need for ad cr matters that are not historical facts. These um.ml looking statements arc based on our current expectations, estimates, ions about our industry, management’s beliefs, and certain assumptions
made By it. Werds such as “anticipates”, “appears”, “Believe,”, pr “plans”, “believes, mates”, “may”, “will” and variations of these words or similar expressions are intended to identify forward-looking statements. All statements in this Quarterly Report egarding our future strategy, future
operations, projected financial position, estimated future revenue, projected costs, future prospects and resuls that mlght b obained by pursuing management’s current plans and ubju.nv\.s are forward-looking statements, Therefore, actual results could differ materially and adversely from those results expressed in any forward-looking
statements, as a result of various Factors. Readers are cautioned not fo place undue rel 0 forward-looking statements, which ar “based only upon information avalable as of the date of this report. You should not place undue relisnce on our forward-looking stalements because the matters they describe are subject to known and
unknown risks, uncertainties and other unpredictable factors, many of which are bcyund our control. Our fo oking statements arc based on the information currently available to s and speak only as of the date on which this Quarterly Report was filed with the Securities and Exchange Commission ). We expressly disclaim
any obligation to revise or update publicly any forward-| qul\mg statements even if' subsequent events cause our expectations to change regarding the matters discussed in those stalements. Over time, our actual results, performance or achievements will likely differ from the anticipated results, performance or achievernents that are expressed
or mplicd by our forward-looking statcments, and such difference might be significant and malerially adverse to our stockholders. Unless the context indicates otherwise, the terms “Company™, “Corporate™, “CMGO”, “our”, and “we” refer to CMG Holdings Group, Inc. and its subsidiarics.

RESULTS OF OPERATIONS FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

le:: revenues decreased from $716,892 for the three months ended March 31, 2019 to S0 for the three months ended March 31, 2020, The decrease in revenues was mainly attributable to the worldwide pandemic that took place during the quarter. At least two major jobs that were scheduled for the first quarter were canceled due to the
pas

Cost of revenue decreased from $352,1782 for the three months ended March 31, 2019 to $0 for the three months ended March 31, 2020, The decrease in revenues was mainly atiributable 1o the worldwide pandemic that took place during the quarter. At least two major jobs that were scheduled for the first quarter were canceled due to the
pandemic

Operating expenses decreased from $159,331 for the three months ended March 31, 2019 to $210,038 for the three months ended March 31, 20205. The increase in operating expenses is due to the increase in salaries for its full-time employees

Net income increased from $565,383 for the three months ended March 31, 2019 to net loss of $74,538 for the three months ended March 31, 2020. The decrease in net income to net loss was mainly attributable to the worldwide pandemic that took place during the quarter. At least two major jobs that were scheduled for the first quarter
were canceled due to the panderic

LIQUIDITY AND CAPITAL RESOURCES:

As of March 31, 2020, the Company’s cash on hand was $544,569.

Cash used in operating activitics for the three months ended March 31, 2020 was $189,745, as compared 1o cash provided by operating activities of $231,057 for the three months ended March 31, 2019. The decrcase in revenues was mainly attributable to the worldwi

e pandemic that took place during the quarter. The large job that was
scheduled was canceled.

Cash used in investing activities for the three months ended March 31, 2020 was $10,000 as compared eash provided by investing activi

s of 0 for the three months ended March 31, 2019. This was due to the Company leaning Pristec America an additional $10,000 during the quarter.

Cash used in financing activities for the three months ended March 31, 2020 was $37,438, as compared to $0 provided for the three months ended March 31, 2019.
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ITEM 3 - QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK FACTORS

We arc a smaller reporting company as defined by Rule 125-2 of the Securities Exchange Act of 1934 and are not required to provide the information under this item
ITEM 4 - CONTROLS AND PROCEDURES

EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

The Company’s Chief Executive Officer Hnd Chief Financial Officer have evaluated Lht. Ll iveness of the Company’s disclosure controls and procedures (us defined in Rules 13a-15(¢) and 15d-15(¢) under the Exchange Act) as of March 31, 2020. Based upon such evaluation, the Chief Executive Officer and Chief Financial Officer have
concluded that, as of March 31, 2020, the Company"sdisclosure controls and procadr: not effective due to the identification of a material weakness in our internal control over finaneial reporting which is identified below, which we view as an integral part of our disclosure controls and procedures. This conclusion by the Company’s
 Offoer and Chief Finuncial Officer docs not elte o reporting periods aher Mazch 31, 2020

Under the supervisi of ou including our Chicf Exccutive Officer and Chicf Financial Offcer, conduted an cvalustion of the efctiveness of our imemal control over fnancial reporting as of March 31, 2015 based on the framework siated by the Commitice of Spansoring Organizations of the
Treadway Commission u.oso 1992) Frrhermare, duo to ot fnancial staation, the (.umpany will be implementing further internal controls as the Company becomes operative so as to fully comply with the standards set by the Committee of Sp ¥ of the Treadway

adequate inernal cortrol over finaneial teporting, s such trm s dfined in Rules 13a-15(0)and 154-15(0) of the Exchange Act. Our intornal contrl systm as designed to provide reasonable assurane regarding the reliabitty of financial reporting und th preparation of

s it gulcrdlly aceepted account ¢ of inherent limitations, a system of internal control over {inancial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectivencss 1o future periods are subject to the risk that controls may

the with the policies or procedures may deteriorate. Based on its evaluation as of March 31, 2020, our management Lum.ludu] that our internal controls over financial reporting were not effective as of March 31 202001 due to the identi tion of a material

encics, in internal control over financial reporting such that there is a reasonable possibility that a material misstaterment of the Company’s annual or interim financial statements will not be ed on a timely basis. Al any time, if it appears that
"As s00n a5 dur finsnces allow, wo will bire SufSoient sccmiing stiF and fmplement ppropatats proceures for mmitering and review of wark performed by our Chief Financial Officer

Our
financial Sitermenis for Lxl\:mal purpu:t.: in
dis

any control can be implemented to mnlmun 10 mitigate such
In performing this assessment, management has identified the following material weaknesses as of March 31, 2020

*  Thes

is a lack of segregation of duties necessary for a good system of internal control due to insufficient accounting stafT due to the size of the Company
o Lack of a formal review process that includes multiple levels of teviews

®  Employees and management lack the qualifications and training to fulfill their assigned accounting and reporting functions

o Inadequate design of controls over significant aceounts and processes

*  Inadequate documentation of the components of internal centrol in general

& Failure in the operating cfTectiveness over controls related to valuing and recording equity based payments to employees and non-employees



e Failure in the operating efTectiveness over controls related to valuing and recording debt instruments including those with cenversion eptions and the related embedded derivative liabilities
e Failure in the operating efTectiveness over controls related to recording revenue and expense transaetions in the proper period

®  Failure in the operating cffectivencss over controls related to evaluating and recording related party transactions

The Company is not required by current SEC rules to include, and does not include, &n auditor's attestation report. The Company's registered public accounting firm has not attested to Management's reports on the Company's internal control over financial
reporting. As of March 31, 2020 no changes have occurred

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING
No change in the Company’s intemal control over financial reporting occurred during the period ended March 31, 2020, that materially affceted, or is reasonably likely to materially affect, the Company s internal control ever financial reporting.
PART Il OTHER INFORMATION

ITEM 1 - LEGAL PROCEEDINGS

We are subject to certain claims and litigation in the ordinary course of business. It is the opinion of management that the oucome of such matters will not have a material adverse effect on our consolidated financial position, results of operations or cash flows.

In October 2014, Ronald Burkhard, XA's former Executive Chairman and former member of the Company's Board of Directors filed a lawsuit in the Supreme Court of the State of New York, County of New York, alleging breach of his employment contract and secking approximately $695,000 in darmages. This lawsuit, where a
judgement was entered against the Company for approximately $775,000, was settled with Burkhard for $T05,000. In November and December of 2018, the Company paid Burkhard the amount due from this settlement

On September 25, 2019 the Company filed suit against Eaton & Van Winkle (EVW), Lawrence Allen Steckman (Steckman) and Paul Licherman (Licberman). In Decernber 2019 the defendants settled for a payment of $450,000. On December 13, 2019 the Company received $378,500, which was the amount of proceeds net of
altorney’s fee of $71,500.

In 2014 the Company filed a lawsuit against Hudson Gray et al. On January 14, 2019 the parties entered into arbitration. The parties reached agrecment whereby the Company would be paid $2,750,000. The payments are scheduled as follows:

Amount Attomey's
Due Paid Fees
Payment upon execution of the agreement $ 400,000 5 214,548 5 185,452
On or before February 8, 2019 $ 100,000 H 53,650 H 46,350
On or before June 30, 2019 $ 200,000 s 148,000 s 52,000
On or before September 30, 2019 $ 200,000 H 148,000 H 52,000
On or before Decermber 31, 2019 $ 200,000 5 146,496 s 53,504
On or before March 31, 2020 s 200,000 H 148,000 H 52,000
Onor before June 30, 2020 $ 200,000
On or before September 30, 2020 $ 250,000
On or before December 31, 2020 $ 250,000
On or before March 31, 2020 $ 250,000
Onor before June 30, 2020 s 250,000
On or before September 30, 2020 $ 250,000
s 2,750,000 5 858,694 5 441,306
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ITEM 1A~ RISK FACTORS
‘The Company is a smaller reporting company and is therefore not required to provide this information.
ITEM 2 - UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
All unregistered sales of the Company’s securities have been disclosed on the Company’s current reports on Form 10 and form 8-K.
ITEM 3 - DEFAULT UPON SENIOR SECURITIES
None.
ITEM 4 - MINE SAFETY DISCLOSURES
None.
ITEM 5 - OTHER INFORMATION
None
ITEM 6 - EXHIBITS
Exhibit Filing
Number Exhibit Deseription. Reference
3101 Certification of Principal Exceutive Officer Pursuant to Rule 13a-14 Filed herewith.
31 Certification of Principal Fi Officer Pursuant to Rule 13a Filed herewith.
3201 CEQ and CFO Centification Pursuant 1o Section 906 of the Sarbanes-Oxley Act Filed herewith,
10LINS XBRL Instance Document
101.5CH XBRL Taxonomy Extension Schema Document
101.CAL XBRL Taxonomy Exicnsion Calculation Linkbase Document
101 DEF XBRL Taxonomy Extension Definition Linkbase Document
101.LAB XBRL Taxonomy Extension Labels Linkbase Document
101 PRE XBRL Taxonomy Extension Presentation Linkbase Document
* The XBRL-

clated information in Exhibits 101 to this Quarterly Report on Form 10-Q shall not be deemed “filed” or a part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, and is not filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended,
or otherwise subject to the liabilities of those sections

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant caused this report to be signed on its behalf by the undersigned, there unto duly authorized.

CMG HOLDINGS GROUP, I

Date: May 15, 2020 By:  /s/ Glenn Laken
Glenn Laken
Chief Executive Officer




