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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements
Mobivity Holdings Corp.

Condensed Consolidated Balance Sheets

ASSETS
Current assets
Cash

Accounts receivable, net of allowance for doubtful accounts of $6,966 and $2,280,

respectively

Other current assets

Total current assets

Goodwill

Intangible assets, net

Accounts receivable, long term
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities

Accounts payable

Accrued interest

Accrued and deferred personnel compensation
Deferred revenue and customer deposits
Notes payable, net - current maturities

Other current liabilities

Total current liabilities

Non-current liabilities

Notes payable, net - long term

Other long term liabilities

Total non-current liabilities

Total liabilities

Commitments and Contingencies (See Note 9)
Stockholders' equity

June 30,
2018
(Unaudited)

$ 4,242,884

1,485,850
221,535
5,950,269
803,118
670,636
618,157
89,532

$ 8,131,712

$ 950,490
54,967
713,695
2,248,449
1,140,133
344,331
5,452,065

214,260
473,684
687,944
6,140,009

44,105

December 31,
2017
(Audited)

$ 460,059

885,743
209,536
1,555,338
803,118
676,436

88,916
$ 3,123,808

$ 1,096,003
1,168
590,500
1,429,266
2,236,224
226,355
5,579,516

180,810
180,810

5,760,326

37,025
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Common stock, $0.001 par value; 100,000,000 shares authorized; 44,105,156 and
37,025,140, shares issued and outstanding

Equity payable 100,862 100,862
Additional paid-in capital 85,564,435 77,910,842
Accumulated other comprehensive loss (8,667) (65,764)
Accumulated deficit (83,709,032) (80,619,483)
Total stockholders' equity 1,991,703 (2,636,518)
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 8,131,712 $ 3,123,808

See accompanying notes to these unaudited condensed consolidated financial statements.
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Mobivity Holdings Corp.

Condensed Consolidated Statements of Operations and Comprehensive Income

(Unaudited)

Three Months Ended Six Months Ended

June 30, June 30,

2018 2017 2018 2017
Revenues
Revenues $ 1,366,239  $ 2,238,680 $ 5,059,567 $ 4,351,984
Cost of revenues 756,130 599,736 1,549,519 1,157,126
Gross profit 610,109 1,638,944 3,510,048 3,194,858
Operating expenses
General and administrative 770,591 845,928 2,018,934 1,863,893
Sales and marketing 792,263 868,473 2,253,843 1,836,185
Engineering, research, and development 422,660 1,073,189 1,954,258 1,901,234
Depreciation and amortization 98,728 99,458 195,698 168,203
Total operating expenses 2,084,242 2,887,048 6,422,733 5,769,515
Loss from operations (1,474,133) (1,248,104) (2,912,685) (2,574,657)
Other income/(expense)
Interest income 146 1,012 602 1,916
Interest expense (109,635) (31,501) (167,124) (52,607)
Gain on sale of fixed assets - - (8,722) -
Foreign currency (loss) gain (1,290) (528) (1,620) (3,158)
Total other income/(expense) (110,779) (31,017) (176,864) (53,849)
Loss before income taxes (1,584,912) (1,279,121) (3,089,549) (2,628,506)
Income tax expense - - - -
Net loss (1,584,912) (1,279,121) (3,089,549) (2,628,506)
Other comprehensive loss, net of income tax
Foreign currency translation adjustments 69,710 (10,643) 57,097 (15,864)

Comprehensive loss

$ (1,515,202) $ (1,289,764) $ (3,032,452) $ (2,644,370)

Net loss per share - basic and diluted $ (0.04) $ (0.04) $ (0.08) $ (0.07)
Weighted average number of shares
during the period - basic and diluted 38,018,733 36,391,063 37,952,427 36,390,030

See accompanying notes to these unaudited condensed consolidated financial statements.
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Mobivity Holdings Corp.

Consolidated Statement of Stockholders’ Equity

Accumulated Total
Common Stock Equity Additional Other Accumulated ~ Stockholders'
Paid-in Comprehensive Equity
Shares Dollars ~ Payable Capital Loss Deficit (Deficit)
Balance,
December 31,
2016 36,388,997 $ 36,389 $ 100,862 $ 76,698,383 $ (32,999) $ (74,673,471) 2,129,164

Issuance of

common stock

for options

exercised 152,085 152 - 82,646 - - 82,798
Issuance of

common stock

for restricted

stock awards 484,058 484 - (484) - - -
Stock based
compensation
Foreign
currency
translation
adjustment - - - - (32,765) - (32,765)
Net loss - - - - - (5,946,012) (5,946,012)
Balance,

December 31,

2017 37,025,140 $ 37,025 $ 100,862 $ 77,910,842 $ (65,764) $ (80,619,483) $ (2,636,518)
Issuance of

common stock

for cash 4,000,000 4,000 - 3,996,000 - - 4,000,000
Issuance of

common stock

for warrant

conversion 2,018,125 2,018 - 2,151,829 - - 2,153,847
Issuance of

common stock

for debt

conversion 1,047,583 1,047 - 1,088,439 - - 1,089,486

1,130,297 - - 1,130,297
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Issuance of

common stock

for cashless

warrant

conversion 1,808 2 - 2) - - -
Issuance of
common stock
for options
exercised
Stock based
compensation - - - 407,744 - - 407,744
Foreign

currency

translation

adjustment - - - - 57,097 - 57,097

Net loss - - - - - (3,089,549) (3,089,549)
Balance,

June 30, 2018 44,105,156 $ 44,105 $ 100,862 $ 85,564,435 $ (8,667) $ (83,709,032) $ 1,991,703

12,500 13 - 9,583 - - 9,595

See accompanying notes to these unaudited condensed consolidated financial statements.
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Mobivity Holdings Corp.

Consolidated Statements of Cash Flows

(Unaudited)

Six Months Ended

June 30,

2018 2017
OPERATING ACTIVITIES
Net loss $ (3,089,549) $ (2,628,506)

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

Bad debt expense

Loss on conversion of debt

Amortization of deferred financing costs
Stock-based compensation

Amortization of debt discount

Loss on disposal of fixed assets

Depreciation and amortization expense
Adjustments due to ASC 606

Increase (decrease) in cash resulting from changes in:
Accounts receivable

Other current assets

Other assets

Accounts payable

Accrued interest

Accrued and deferred personnel compensation
Other liabilities - non-current

Other liabilities - current

Deferred revenue and customer deposits

Net cash provided by (used in) operating activities
INVESTING ACTIVITIES

Purchases of equipment

Cash paid for patent

Capitalized software development costs

Net cash used in investing activities
FINANCING ACTIVITIES

Payments on notes payable

Deferred financing costs

118
41,902

407,744

8,722
195,698
(610,206)

142,646
(11,996)

(92,157)
114,997
141,430
(259,623)
(15,491)
819,339
(2,206,426)

(9,953)

(175,614)
(185,567)

(2,140,722)

(9,101)

12,237
705,840

168,203

551,557
(37,005)
225
96,247
7,146
(46,043)

(13,911
825,089
(368,022)

(2,489)
(9,780)
(294,199)
(306,468)

(15,000)

11
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Proceeds from notes payable 2,095,000
Proceeds from issuance of common stock, net of issuance costs 6,163,443
Net cash provided by financing activities 6,117,721
Effect of foreign currency translation on cash flow 57,097
Net change in cash 3,782,825
Cash at beginning of period 460,059
Cash at end of period $ 4,242,884

Supplemental disclosures:
Cash paid during period for:

Interest $ 109,635
Non cash investing and financing activities:

Issuance of common stock for cashless exercise $2
Issuance of common stock for debt conversion $ 1,047,584

See accompanying notes to these unaudited condensed consolidated financial statements.

46,410
29,750
61,160
(255)
(613,585)

1,188,485
$ 574,900

$ 52,607

$ -
$ -

12
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Mobivity Holdings Corp.
Notes to Condensed Consolidated Financial Statements

(Unaudited)

1. Nature of Operations and Basis of Presentation

Mobivity Holdings Corp. (the “Company” or “we”) is in the business of developing and operating proprietary platforms
over which brands and enterprises can conduct national and localized, data-driven mobile marketing campaigns. Our
proprietary platforms, consisting of software available to phones, tablets, PCs, and Point of Sale (“POS”) systems, allow
resellers, brands and enterprises to market their products and services to consumers through text messages sent

directly to consumers via mobile phones, mobile smartphone applications, and dynamically printed receipt

content. On January 15, 2016, we completed the acquisition of LiveLenz Inc., a Nova Scotia corporation (“LiveLenz”),
a wholly-owned subsidiary. We generate revenue by charging the resellers, brands and enterprises a per-message
transactional fee, through fixed or variable software licensing fees, or via advertising fees.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America (“GAAP”) for interim financial information
and with the instructions to Form 10-Q and Rule 8-03 of Regulation S-X promulgated by the Securities and Exchange
Commission (“SEC”). Accordingly, they do not include all of the information and disclosures required by GAAP for
annual financial statements. The accompanying unaudited consolidated financial statements should be read in
conjunction with the audited consolidated financial statements and notes thereto in the Company’s Annual Report on
Form 10-K for the year ended December 31, 2017 filed with the SEC on April 11, 2018.

In the opinion of management, such statements include all adjustments (consisting only of normal recurring items)
which are considered necessary for a fair presentation of our condensed consolidated financial statements as of

June 30, 2018, and for the three and six months ended June 30, 2018 and 2017. The results of operations for the three
and six months ended June 30, 2018 are not necessarily indicative of the operating results for the full year ending
December 31, 2018.

13
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2. Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. All
significant intercompany balances and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of expenses during the reporting period. Significant
estimates used are those related to stock-based compensation, asset impairments, the valuation and useful lives of
depreciable tangible and certain intangible assets, the fair value of common stock used in acquisitions of businesses,
the fair value of assets and liabilities acquired in acquisitions of businesses, and the valuation allowance of deferred
tax assets. Management believes that these estimates are reasonable; however, actual results may differ from these
estimates.

Accounts Receivable, Allowance for Doubtful Accounts and Concentrations

Accounts receivable are carried at their estimated collectible amounts. We grant unsecured credit to substantially all of
our customers. Ongoing credit evaluations are performed and potential credit losses are charged to operations at the
time the account receivable is estimated to be uncollectible. Since we cannot necessarily predict future changes in the
financial stability of our customers, we cannot guarantee that our reserves will continue to be adequate.

As of June 30, 2018 and December 31, 2017, we recorded an allowance for doubtful accounts of $6,966 and $2,280
respectively.

Goodwill and Intangible Assets

Goodwill is tested for impairment at a minimum on an annual basis. Goodwill is tested for impairment at the reporting
unit level by first performing a qualitative assessment to determine whether it is more likely than not that the fair
value of the reporting unit is less than its carrying value. If the reporting unit does not pass the qualitative assessment,

14
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then the reporting unit's carrying value is compared to its fair value. The fair values of the reporting units are
estimated using market and discounted cash flow approaches. Goodwill is

5
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considered impaired if the carrying value of the reporting unit exceeds its fair value. The discounted cash flow
approach uses expected future operating results. Failure to achieve these expected results may cause a future
impairment of goodwill at the reporting unit.

Intangible assets consist of patents and trademarks, purchased customer contracts, purchased customer and merchant
relationships, purchased trade names, purchased technology, non-compete agreements, and software development
costs. Intangible assets are amortized over the period of estimated benefit using the straight-line method and estimated
useful lives ranging from one to twenty years. No significant residual value is estimated for intangible assets.

Software Development Costs

Software development costs include direct costs incurred for internally developed products and payments made to
independent software developers and/or contract engineers. The Company accounts for software development costs in
accordance with the FASB guidance for the costs of computer software to be sold, leased, or otherwise marketed
(“ASC Subtopic 985-20”). Software development costs are capitalized once the technological feasibility of a product is
established and such costs are determined to be recoverable. Technological feasibility of a product encompasses
technical design documentation and integration documentation, or the completed and tested product design and
working model. Software development costs are capitalized once technological feasibility of a product is established
and such costs are determined to be recoverable against future revenues. Technological feasibility is evaluated on a
project-by-project basis. Amounts related to software development that are not capitalized are charged immediately to
the appropriate expense account. Amounts that are considered ‘research and development’ that are not capitalized are
immediately charged to engineering, research, and development expense.

Capitalized costs for those products that are cancelled or abandoned are charged to product development expense in
the period of cancellation. Commencing upon product release, capitalized software development costs are amortized
to “Amortization Expense - Development” based on the straight-line method over a twenty-four month period.

The Company evaluates the future recoverability of capitalized software development costs on an annual basis. For
products that have been released in prior years, the primary evaluation criterion is ongoing relations with the
customer.

Impairment of Long-Lived Assets

16
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We evaluate long-lived assets (including intangible assets) for impairment whenever events or changes in
circumstances indicate that the carrying amount of a long-lived asset may not be recoverable. An asset is considered
impaired if its carrying amount exceeds the undiscounted future net cash flow the asset is expected to generate.

Foreign Currency Translation

The Company translates the financial statements of its foreign subsidiary from the local (functional) currency into US
Dollars using the year or reporting period end or average exchange rates in accordance with the requirements of
Accounting Standards Codification subtopic 830-10, Foreign Currency Matters (“ASC 830-10"). Assets and liabilities of
these subsidiaries were translated at exchange rates as of the balance sheet date. Revenues and expenses are translated

at average rates in effect for the periods presented. The cumulative translation adjustment is included in the

accumulated other comprehensive gain (loss) within shareholders’ equity. Foreign currency transaction gains and

losses arising from exchange rate fluctuations on transactions denominated in a currency other than the functional
currency are included in the unaudited Condensed Consolidated Statements of Income and Comprehensive Income.

Revenue Recognition and Concentrations

Our reeceipt and reeach and customer relationship management are hosted solutions. We generate revenue from
licensing our software to clients in our software as a service model, per-message and per-minute transactional fees,
and customized professional services. We recognize license/subscription fees over the period of the contract, service
fees as the services are performed, and per-message or per-minute transaction revenue when the transaction takes
place. We recognize revenue at the time that the services are rendered, the selling price is fixed, and collection is
reasonably assured, provided no significant obligations remain. We consider authoritative guidance on multiple
deliverables in determining whether each deliverable represents a separate unit of accounting. Some customers are
billed on a month-to-month basis with no contractual term and are collected by credit card. Revenue is recognized at
the time that the services are rendered and the selling price is fixed with a set range of plans. Cash received in advance
of the performance of services is recorded as deferred revenue.

During the six months ended June 30, 2018, three customers accounted for 74% of our revenues. During the six
months ended June 30, 2017, two customers accounted for 71% of our revenues.

17
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Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the change in equity during a period from transactions and other events
and circumstances from non-owner sources. We are required to record all components of comprehensive income (loss)
in the consolidated financial statements in the period in which they are recognized. Net income (loss) and other
comprehensive income (loss), including foreign currency translation adjustments and unrealized gains and losses on
investments, are reported, net of their related tax effect, to arrive at comprehensive income (loss). For the three and six
months ended June 30, 2018, the comprehensive loss was $1,515,202 and $3,032,452 respectively.

Net Loss Per Common Share

Basic net loss per share excludes any dilutive effects of options, shares subject to repurchase and warrants. Diluted net
loss per share includes the impact of potentially dilutive securities. During the three and six months ended June 30,
2018 and 2017, we had securities outstanding which could potentially dilute basic earnings per share in the future, but
were excluded from the computation of diluted net loss per share, as their effect would have been anti-dilutive.

Reclassifications

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

Recent Accounting Pronouncements

Accounting standards promulgated by the FASB are subject to change. Changes in such standards may have an impact
on the Company’s future financial statements. The following are a summary of recent accounting developments.

In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2016-02, “Leases (Topic 842)”. Under this guidance, an entity is required to recognize right-of-use assets and lease
liabilities on its balance sheet and disclose key information about leasing arrangements. This guidance offers specific
accounting guidance for a lessee, a lessor and sale and leaseback transactions. Lessees and lessors are required to
disclose qualitative and quantitative information about leasing arrangements to enable a user of the financial
statements to assess the amount, timing and uncertainty of cash flows arising from leases. This guidance is effective

18
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for annual reporting periods beginning after December 15, 2018, including interim periods within that reporting
period, and requires a modified retrospective adoption, with early adoption permitted. The Company is currently
evaluating the impact of the adoption of this standard will have on our consolidated financial statements.

In March 2016, the FASB issued ASU 2016-09, “Compensation - Stock Compensation (Topic 718): Improvements to
Employee Share-Based Payment Accounting”. The standard is intended to simplify several areas of accounting for
share-based compensation arrangements, including the income tax impact, classification on the statement of cash
flows and forfeitures. ASU 2016-09 is effective for fiscal years, and interim periods within those years, beginning
after December 15, 2016, and early adoption is permitted. The Company elected to early adopt the new guidance in
the second quarter of fiscal year 2016 which requires us to reflect any adjustments as of January 1, 2016, the
beginning of the annual period that includes the interim period of adoption. The primary impact of adoption was the
recognition of additional stock compensation expense and paid-in capital for all periods in fiscal year 2016. Additional
amendments to the recognition of excess tax benefits, accounting for income taxes and minimum statutory
withholding tax requirements had no impact to retained earnings as of January 1, 2016, where the cumulative effect of
these changes are required to be recorded. We have elected to account for forfeitures as they occur to determine the
amount of compensation cost to be recognized in each period.

In May 2014, the FASB issued ASU 2014-09 regarding ASC Topic 606, “Revenue from Contracts with Customers.”
ASU 2014-09 provides principles for recognizing revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. In August 2015, the FASB issued ASU 2015-14 to defer the effective date by one year with early
adoption permitted as of the original effective date. ASU 2014-09 will be effective for our fiscal year beginning
January 1, 2018 unless we elect the earlier date of January 1, 2017. In addition, the FASB issued ASU 2016-08, ASU
2016-10, and ASU 2016-12 in March 2016, April 2016, and May 2016, respectively, to help provide interpretive
clarifications on the new guidance in ASC Topic 606. The Company is currently evaluating the accounting, transition,
and disclosure requirements of the standard and cannot currently estimate the financial statement impact of adoption.

In January 2017, the FASB issued ASU 2017-04, Simplifying the Test for Goodwill Impairment, which removes the
second step of the two-step goodwill impairment test. Under ASU 2017-04, an entity will apply a one-step

quantitative test and record the amount of goodwill impairment as the excess of a reporting unit’s carrying amount over
its fair value, not to exceed the total amount of goodwill allocated to the reporting unit. ASU 2017-04 does not amend
the optional qualitative assessment of goodwill impairment. Additionally, an entity should consider income tax effects
from any tax-deductible goodwill on the carrying amount of the reporting unit when measuring the goodwill
impairment loss, if applicable. ASU 2017-04 is effective for annual or any interim goodwill impairment tests in fiscal
years beginning after December 15, 2019; early adoption is permitted for interim or annual goodwill impairment tests
performed

7
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on testing dates after January 1, 2017. The Company is currently in the process of evaluating the impact of adopting
ASU 2017-04 and cannot currently estimate the financial statement impact of adoption.

3. New Accounting Standards

Revenue from Contracts with Customers.

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09, Revenue from Contracts with
Customers (“ASC 606”), which creates a single source of revenue guidance under U.S. GAAP for all companies in all
industries and replaces most existing revenue recognition guidance in U.S. GAAP. Under the new standard, revenue is
recognized when a customer obtains control of promised goods or services and is recognized in an amount that
reflects the consideration which the entity expects to receive in exchange for those goods or services.

Our transition to ASC 606 represents a change in accounting principle. ASC 606 eliminates industry-specific guidance
and provides a single revenue recognition model for recognizing revenue from contracts with customers. The core
principle of ASC 606 is that a reporting entity should recognize revenue to depict the transfer of promised goods or
services to customers in an amount that reflects the consideration to which the reporting entity expects to be entitled
for the exchange of those goods or services.

The Company adopted the new standard in the first quarter of its fiscal 2018, using the modified retrospective method.
The Company implemented internal controls and key system functionality to enable the preparation of financial
information on adoption. The most significant impacts of the adoption of ASC 606 to the Company relate to the
acceleration of revenue recognition for sales of custom products subject to a non-cancellable customer purchase
orders.

The new standard will primarily impact the Company’s revenue recognition for software arrangements. In this area, the
new standard will accelerate the recognition of revenue. The table below details both the current and expected revenue
recognition timing in these areas:

Software arrangements: Past revenue standard New ASC 606 revenue standard
Perpetual software licenses ~ Upfront Upfront
Enterprise license agreements Ratable Upfront
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Software support Ratable Ratable
SaaS Ratable Ratable

The adoption of ASC 606 has an impact on the Company’s Consolidated Statements of Operations and Consolidated
Balance Sheets but has no impact on cash provided by or used in operating, financing, or investing activities on the
Consolidated Statements of Cash Flows.
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Financial Statement Impact of Transition to ASC 606

As noted above, we transitioned to ASC 606 using the modified retrospective method on January 1, 2018. The
cumulative effect of this transition to applicable contracts with customers that were not completed as of January 1,
2018 was recorded as an adjustment to stockholders’ equity as of that date. As a result of applying the modified
retrospective method to transition to ASC 606, the following adjustments were made to the consolidated balance sheet

as of January 1, 2018:

ASSETS

Current assets

Cash

Accounts receivable, net of allowance for doubtful accounts of
$2,280 and $2,280, respectively

Other current assets

Total current assets

Goodwill

Intangible assets, net

Accounts receivable, long term

Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable

Accrued interest

Accrued and deferred personnel compensation
Deferred revenue and customer deposits
Notes payable, net - current maturities

Other current liabilities

Total current liabilities

Non-current liabilities

Notes payable, net - long term

Other long term liabilities

Total non-current liabilities

Total liabilities

Commitments and Contingencies (See Note 9)
Stockholders' equity

December 31,
2017

As Reported

$ 460,059

885,743
209,536
1,555,338
803,118
676,436

88,916
$ 3,123,808

$ 1,096,003
1,168
590,500
1,429,266
2,236,224
226,355
5,579,516

180,810

180,810
5,760,326

Adjustments

due to ASC
606

544,599

544,599

424,023

$ 968,622

$ -

191,121
191,121

150,477
150,477
341,598

Adjusted
January 1,

2018

$ 460,059

1,430,342
209,536
2,099,937
803,118
676,436
424,023
88,916

$ 4,092,430

$ 1,096,003
1,168
590,500
1,429,266
2,236,224
417,476
5,770,637

180,810
150,477
331,287
6,101,924
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Common stock, $0.001 par value; 100,000,000 shares authorized;

37,025,140 and 37,025,140, shares issued and outstanding 37,025 -
Equity payable 100,862 -
Additional paid-in capital 77,910,842 -
Accumulated other comprehensive loss (65,764) -
Accumulated deficit (80,619,483) 627,024
Total stockholders' equity (2,636,518) 627,024
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 3,123,808 $ 968,622
9

37,025

100,862

77,910,842

(65,764)

(79,992,459)

(2,009,494)
$ 4,092,430

24



Table of Contents

Edgar Filing: MOBIVITY HOLDINGS CORP. - Form 10-Q

The following tables reflect the impact of adoption of ASC 606 on our condensed consolidated statements of
operations for the three and six months ended June 30, 2018 and our condensed consolidated balance sheet as of June
30, 2018 and the amounts as if the Previous Standards were in effect (“Amounts Under Previous Standards™):

Condensed Consolidated Statement of Operations

Revenues
Revenues

Cost of revenues
Gross profit

Operating
expenses
General and
administrative
Sales and
marketing
Engineering,
research, and
development
Depreciation and
amortization
Total operating
expenses

Gain (loss) from
operations
Other
income/(expense)
Interest income
Interest expense
Gain on sale of
fixed assets

Three Months Ended June 30, 2018

As reported
$ 1,366,239

756,130
610,109

770,591

792,263

422,660
98,728

2,084,242

(1,474,133)

146
(109,635)

(1,290)

Total
Adjustments
Under ASC
606

$ (206,115)

(206,115)

(10,275)

(92,478)

(102,753)

(103,362)

Amounts
Under
Previous
Standards

$ 1,572,354

756,130
816,224

780,866

792,263

515,138
98,728

2,186,995

(1,370,771)

146
(109,635)

(1,290)

Six Months Ended June 30, 2018

As reported
$ 5,059,567

1,549,519
3,510,048

2,018,934

2,253,843

1,954,258
195,698

6,422,733

(2,912,685)

602
(167,124)

(8,722)
(1,620)

Total
Adjustments
Under ASC
606
1,442,616

1,442,616

83,241

749,169

832,410

610,206

Amounts
Under
Previous
Standards

$ 3,616,951

1,549,519
2,067,432

1,935,693

2,253,843

1,205,089
195,698
5,590,323
(3,522,891)
602
(167,124)

(8,722)
(1,620)
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Foreign currency

(loss) gain

Total other

income/(expense) (110,779) -

Loss before

income taxes (1,584,912) (103,362)
Income tax

expense - -

Net loss (1,584,912) (103,362)
Other

comprehensive

loss, net of income

tax

Foreign currency

translation

adjustments 69,710 -
Comprehensive

loss $ (1,515,202) $ (103,362)

Net loss per share -

basic and diluted  $ (0.04) $ -
Weighted average

number of shares

during the period -

basic and diluted 38,018,733 38,018,733

(1,481,550)

(1,481,550)

38,018,733

(176,864) -

(3,089,549) 610,206

(3,089,549) 610,206

57,097 -

$ (1,411,840) $ (3,032,452) $ 610,206

$ (0.08) $ 0.02

37,952,427 37,952,427

(176,864)

(3,699,755)

(3,699,755)

57,097

$ (3,642,658)

$ (0.10)

37,952,427
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Condensed Consolidated Balance Sheet

ASSETS

Current assets

Cash

Accounts receivable, net of allowance for doubtful accounts of
$6,966

Other current assets

Total current assets

Goodwill

Intangible assets, net

Accounts receivable, long term

Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable

Accrued interest

Accrued and deferred personnel compensation
Deferred revenue and customer deposits
Notes payable, net - current maturities

Other current liabilities

Total current liabilities

Non-current liabilities

Notes payable, net - long term
Other long term liabilities
Total non-current liabilities
Total liabilities

June 30, 2018
As Reported

$ 4,242,884

1,485,850
221,535
5,950,269
803,118
670,636
618,157
89,532

$ 8,131,712

$ 950,490
54,967
713,695
2,248,449
1,140,133
344,331
5,452,065

214,260
473,684
687,944
6,140,009

Total
Adjustments
Under ASC
606

$ -

(742,500)

(742,500)

(618,157)

$ (1,360,657)

$ -

(329,052)
(329,052)

(421,399)
(421,399)
(750,451)

Amounts
Under
Previous
Standards

$ 4,242,884

743,350
221,535
5,207,769
803,118
670,636

89,532
$ 6,771,055

$ 950,490
54,967
713,695
2,248,449
1,140,133
15,279
5,123,013

214,260
52,285
266,545
5,389,558
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Commitments and Contingencies (See Note 9)

Stockholders' equity

Common stock, $0.001 par value; 100,000,000 shares authorized;
44,105,156 and 44,105,156, shares issued and outstanding

Equity payable

Additional paid-in capital

Accumulated other comprehensive loss

Accumulated deficit

Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

4. Goodwill and Purchased Intangibles

Goodwill

The carrying value of goodwill at June 30, 2018 and December 31, 2017 was $803,118.

11

44,105
100,862
85,564,435
(8,667)
(83,709,032)
1,991,703

$ 8,131,712

(610,206)
(610,206)

44,105
100,862
85,564,435
(8,667)
(84,319,238)
1,381,497

$ (1,360,657) $ 6,771,055
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Intangible assets

The following table presents details of our purchased intangible assets as of June 30, 2018 and December 31, 2017:

Balance at

Balance at June 30,

December 31, Fx and

2017 Additions Impairments Amortization Other 2018
Patents and trademarks $ 118,178 $ - $ - $ (6,152) $ (175 $ 111,851
Customer and merchant relationships 153,448 - - (12,276) - 141,172
Trade name 41,033 - - (3,337) (85) 37,611

$ 312,659 $ - $ - $ (21,765) $ (260) $ 290,634

The intangible assets are being amortized on a straight-line basis over their estimated useful lives of one to twenty
years.

Amortization expense for intangible assets was $11,096 and $12,177 for the three months ended June 30, 2018 and
2017, respectively.

Amortization expense for intangible assets was $21,765 and $21,500 for the six months ended June 30, 2018 and
2017, respectively.

The estimated future amortization expense of our intangible assets as of June 30, 2018 is as follows:

Year ending December 31, Amount
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2018 $ 21,580
2019 43,160
2020 45,304
2021 40,148
2022 40,148
Thereafter 100,294
Total $ 290,634

5. Software Development Costs

The Company has capitalized certain costs for software developed or obtained for internal use during the application
development stage as it relates to specific contracts. The amounts capitalized include external direct costs of services
used in developing internal-use software and for payroll and payroll-related costs of employees directly associated
with the development activities.

The following table presents details of our software development costs as of June 30, 2018 and December 31, 2017:

Balance at
Balance at June 30,
December 31,
2017 Additions Amortization 2018

Software Development Costs  $ 363,777 $ 175,612 $ (159,387) $ 380,002
$ 363,777 $ 175,612 $ (159,387) $ 380,002

Software development costs are being amortized on a straight-line basis over their estimated useful life of two years.

Amortization expense for software development costs was $80,372 and $81,822 for the three months ended June 30,
2018 and 2017, respectively.

Amortization expense for software development costs was $159,388 and $132,870 for the six months ended June 30,
2018 and 2017, respectively.
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The estimated future amortization expense of software development costs as of June 30, 2018 is as follows:

Year ending December 31, Amount
2018 $ 329,478
2019 50,524
2020 -

2021 -

2022 -
Thereafter -

Total $ 380,002

6. Notes Payable and Interest Expense

The following table presents details of our notes payable as of June 30, 2018 and December 31, 2017:

Balance at Balance at
June 30, December 31,
Facility Maturity Interest Rate 2018 2017
BDC Term Loan December 15,2018 12% $ 359,244 $ 358,466
ACOA Note May 1, 2021 - 165,149 175,632
SVB Working Capital Line of Credit Facility =~ March 30, 2018 Variable - 1,882,936
Bridge Loan Promissory Note 24% 750,000 -
Related Party Note March 31, 2020 15% 80,000 -
Total Debt 1,354,393 2,417,034
Debt discount - 7,786
Less current portion (1,140,133) (2,244,010)
Long-term debt, net of current portion $ 214,260 $ 180,810
BDC Term Loan

On January 8, 2016, Livelenz, a wholly-owned subsidiary of the Company, entered into an amendment of their
original loan agreement dated August 26, 2011 with the Business Development Bank of Canada (“BDC”). Under this
agreement the loan will mature, and the commitments will terminate on December 15, 2018.
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ACOA Note

On April 29, 2016, Livelenz, a wholly-owned subsidiary of the Company, entered into an amendment of the original
agreement dated December 2, 2014 with the Atlantic Canada Opportunities Agency (“ACOA”). Under this agreement
the note will mature, repayments began on June 1, 2016, and the commitments will terminate on May 1, 2021.

Bridge Loan Promissory Note

On April 19, 2018, the Company entered into a bridge financing agreement (‘“Promissory Note”) for up to $1,000,000.
The Promissory Note carries an interest rate of 2% per thirty days and a facility fee of 1% of the maximum loan
amount. Under this agreement the note automatically renews every thirty days until paid in full. As of June 30, 2018,
the outstanding principal balance of this Promissory Note was $750,000.

Related Party Note

During February 2018, we conducted a private placement of Unsecured Promissory Notes (individually, a “Note” and
collectively, the “Notes”). Each Note bears interest on the unpaid balance at the rate of fifteen percent (15%) per annum
and the principal and accrued interest is due and payable no later than March 31, 2020. The Company may prepay any
of the Notes without notice, subject to a two percent (2%) pre-payment penalty. We sold Notes in the aggregate
principal amount of $1,080,000, including $880,000 of Notes purchased by certain officers and directors of the
Company. The Note offer was conducted by our management and there were no commissions paid by us in

connection with the solicitation. In June 2018, the holders of Notes in the principal amount of $1,000,000, including
$800,000 of Notes held by certain officers and directors, canceled $1,000,000 of principal and $47,583 of accrued
interest for 1,047,583 shares of our common stock at the rate of $1.00 per share.

SVB Working Capital Line of Credit Facility

13
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In March 2016, we entered into a Working Capital Line of Credit Facility (the “Facility”) with Silicon Valley Bank
(“SVB”) to provide up to $2 million to finance our general working capital needs. The Facility is funded based on cash
on deposit balances and advances against our accounts receivable based on customer invoicing. Interest on Facility
borrowings is calculated at rates between the prime rate minus 1.75% and prime rate plus 3.75% based on the
borrowing base formula used at the time of borrowing. The Facility contains standard events of default, including
payment defaults, breaches of representations, breaches of affirmative or negative covenants, and bankruptcy. As of
March 31, 2018, this Facility was paid off and closed.

Under the terms of the Facility, the Company is obligated to pay a commitment fee on the available unused amount of
the Facility commitments equal to 0.5% per annum.

The Company capitalized debt issuance costs of $42,287 as of June 30, 2018 related to the Facility, which have been
amortized on a straight-line basis to interest expense over the two-year term of the Facility. As of March 31, 2018, the
Company has fully amortized these costs.

Interest Expense

Interest expense was $109,635 and $31,501 during the three months ended June 30, 2018 and 2017, respectively.

Interest expense was $167,124 and $52,607 during the six months ended June 30, 2018 and 2017, respectively.

7. Stockholders’ Equity

Common Stock

The total number of shares of common stock, $0.001 par value, that the Company is authorized to issue is
100,000,000.
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The Company issued shares of common stock of 7,080,016 and 636,143 related to restricted stock awards during the
six months ended June 30, 2018 and the year ended December 31, 2017, respectively. The Company issued 152,085
shares related to exercises of stock options and 484,058 restricted stock awards in the year ended December 31, 2017.

On February 7, 2018, the Company issued 12,500 shares of our common stock, at a price of $0.78 per share, for the
gross proceeds of $9,595 in conjunction with one employee that exercised vested stock options.

On February 23, 2018, the Company issued 1,808 shares of our common stock in a cashless transaction related to a
25,000 warrant exercise.

During the three months ended March 31, 2018, the Company issued 2,018,125 shares of common stock for
$2,018,125 related to the exercise of certain warrants.

In June 2018, the Company commenced a private placement of its common shares at an offering price of $1.00 per
shares. As of June 30, 2018, the Company had sold 5,047,583 shares of its common stock for gross proceeds of
$5,047,583 including $4,000,000 of cash and the cancellation of $1,000,000 of principal, $47,583 of accrued interest,
and a loss on conversion of $41,902 under its February 2018 private placement Notes (See Note 6).

As of June 30, 2018, and December 31, 2017 we had an equity payable balance of $100,862 and $100,862,
respectively.

14
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Stock-based Plans

Stock Option Activity

The following table summarizes stock option activity for the year ended December 31, 2017 and for the six months
ended June 30, 2018:

Options
Outstanding at December 31, 2016 5,757,880
Granted 3,027,500
Exercised (152,085)
Forfeit/canceled (1,451,053)
Expired (363,294)
Outstanding at December 31, 2017 6,818,948
Granted 550,000
Exercised (12,500)
Forfeit/canceled (1,162,319)
Expired (1,229,878)
Outstanding at June 30, 2018 4,964,251

The weighted average exercise price of stock options granted during the period was $0.72 and the related weighted
average grant date fair value was $0.52 per share.

2018

On February 7, 2018, the Company issued 12,500 shares of our common stock, at a price of $0.78 per share, for the
gross proceeds of $9,595 in conjunction with one employee that exercised vested stock options.
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On March 26, 2018, the Company granted one employee a total of 300,000 options to purchase shares of the
Company common stock at the closing price as of March 26, 2018 of $1.10 per share. The Option Shares will vest
ratably over forty-eight (48) months. and are exercisable until March 26, 2028. The total estimated value using the
Black-Scholes Model, based on a volatility rate of 102% and an option fair value of $.88 was $265,575.

In the three months ended June 30, 2018, the Company granted seven employees a total of 250,000 options to
purchase shares of the Company common stock at prices ranging from $0.90 to $1.40 per share. The options

vest 25% on the first anniversary of the grant, then equally in 36 monthly installments thereafter and are exercisable
until 2028. The total estimated value using the Black-Scholes Model, based on a volatility rate of 84% and an option
value of $0.82 was $235,452.

Stock-Based Compensation Expense from Stock Options and Warrants

The impact on our results of operations of recording stock-based compensation expense for the three and six months
ended June 30, 2018 and 2017 were as follows:

Three Months Ended  Six Months Ended

June 30, June 30,

2018 2017 2018 2017
General and administrative $ 62,187 $ 224817 $ 217,851 $ 447,361
Sales and marketing 55,617 31,440 124,097 63,604

Engineering, research, and development 37,098 55,749 65,796 75,935
$ 154,902 $ 312,006 $ 407,744 $ 586,900

15
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Valuation Assumptions

The fair value of each stock option award was calculated on the date of grant using the Black-Scholes option pricing
model. The following weighted average assumptions were used for the six months ended June 30, 2018 and 2017.

Six Months Ended

June 30,

2018 2017
Risk-free interest rate 2.68% 2.04%
Expected life (years) 6.00 6.00
Expected dividend yield - -
Expected volatility 101.94% 85.63%

The risk-free interest rate assumption is based upon published interest rates appropriate for the expected life of our
employee stock options.

The expected life of the stock options represents the weighted-average period that the stock options are expected to
remain outstanding and was determined based on historical experience of similar awards, giving consideration to the
contractual terms of the stock-based awards, vesting schedules and expectations of future employee behavior as
influenced by changes to the terms of its stock-based awards.

The dividend yield assumption is based on our history of not paying dividends and no future expectations of dividend
payouts.

The expected volatility in 2018 and 2017 is based on the historical publicly traded price of our common stock.

Restricted stock units
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The following table summarizes restricted stock unit activity under our stock-based plans for the year ended
December 31, 2017 and for the six months ended June 30, 2018:

Shares

Outstanding at December 31, 2016 994,417
Awarded 199,513
Released (484,058)
Canceled/forfeited/expired 47,072)
Outstanding at December 31, 2017 662,800
Awarded -
Released -
Canceled/forfeited/expired -
Outstanding at June 30, 2018 662,800
Expected to vest at June 30, 2018 662,800
Vested at June 30, 2018 417,770
Unvested at June 30, 2018 245,030

Unrecognized expense at June 30,2018  $ 162,687

Stock Based Compensation from Restricted Stock

Weighted Average
Weighted Average Remaining
Grant Date Fair Contractual Term  Aggregate
Value (Years) Intrinsic Value
$ 0.72 0.08 $ 731,845
$ 0.73 0.70 $ -
$ - : $ -
$ 072 - $ -
$ 0.72 0.70 $ 795,360
$ - : $ -
$ - : $ -
$ - : $ -
$ 0.33 0.75 $ 516,984
$ - - $ 516,984
$ - - $ 325,861
$ - - $ 191,123

The impact on our results of operations of recording stock-based compensation expense for restricted stock units for
the three and six months ended June 30, 2018 and 2017 was as follows:

Three Months
Ended Six Months Ended
June 30, June 30,

2018 2017 2018

2017

General and administrative $ 8,702 $ 56,416 $ 30,546 $ 118,940
$ 8,702 $ 56,416 $ 30,546 $ 118,940

As of June 30, 2018, there was unearned restricted stock unit compensation as described in the tables above. If there
are any modifications or cancellations of the underlying unvested awards, we may be required to accelerate, increase
or cancel all or a portion of the remaining unearned restricted unit compensation expense. Future unearned restricted
unit compensation will increase to the extent we grant additional equity awards.
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Warrants Issued to Investors and Placement Agents

At June 30, 2018, we had warrants to purchase 4,529,164 shares of common stock at $1.20 per share and 605,185 at
$1.00 per share, respectively, which are outstanding. Of this amount, warrants to purchase 2,762,868 shares expire in
2018, warrants to purchase 1,558,356 shares expire in 2019, and warrants to purchase 813,125 shares expire in 2020.

8. Fair Value Measurements

Fair value is defined as an exit price, representing the amount that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants. As such, fair value is a market-based measurement
that should be determined based on assumptions that market participants would use in pricing an asset or liability. As
a basis for considering such assumptions, the authoritative guidance establishes a three-tier value hierarchy, which
prioritizes the inputs used in measuring fair value as follows: (Level 1) observable inputs such as quoted prices in
active markets; (Level 2) inputs other than the quoted prices in active markets that are observable either directly or
indirectly; and (Level 3) unobservable inputs in which there is little or no market data, which requires us to develop
our own assumptions. This hierarchy requires companies to use observable market data, when available, and to
minimize the use of unobservable inputs when determining fair value. On a recurring basis, we measure certain
financial assets and liabilities at fair value.

The following table presents assets that are measured and recognized at fair value as of June 30, 2018 on a recurring
and non-recurring basis:

Level Level Gains
Description 1 2 Level 3 (Losses)
Goodwill (non-recurring) $ - $ - $803118 $ -

Intangibles, net (non-recurring) $ - $ - $ 670,636 $ -

The following table presents assets that are measured and recognized at fair value as of December 31, 2017 on a
recurring and non-recurring basis:
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Level Level Gains
Description 1 2 Level 3 (Losses)
Goodwill (non-recurring) $ - $ - $803118 $ -

Intangibles, net (non-recurring) $ - $ - $ 676436 $ -

9. Commitments and Contingencies

Litigation

On July 2, 2018, a former employee of ours filed an action against us in the Superior Court of the State of Arizona in
and for Maricopa County (Armstrong v. Mobivity Holdings Corp., et al. Case No. CV-2018-052706). The lawsuit
generally alleges that we failed to pay the plaintiff a bonus and commissions totaling $284,350. The complaint seeks
treble damages, totaling $853,050, and plaintiff’s attorneys’ fees and costs. We deny that the claims in the action have
any merit and intend to vigorously defend the action.

10. Related Party Transactions

As discussed in Note 7, we conducted the private placement of our securities during the six months ended June 30,
2017 for the gross proceeds of $1,953,600. One officer and one director of the Company participated in the private
placement investing a total of $1,025,000 in exchange for 1,708,333 shares of our common stock.

As discussed in Note 6, we conducted the private placement of Notes in February 2018. Certain officers and directors
purchased Notes in the aggregate principal amount of $880,000. In connection our private placement of common
stock commenced in June 2018 (see Note 7), those officers and directors cancelled all principal and interest under the
Notes in June 2018 at the rate of $1.00 per share.

11. Subsequent Events

Between July 1, 2018 and July 30, 2018, the Company sold an additional 1,775,000 shares of common stock for cash
of $1,775,000 as part of the private placement commenced in June 2018. See Note 7.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q contains “forward-looking statements” as defined in Section 27A of the Securities
Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act,
in connection with the Private Securities Litigation Reform Act of 1995 that involve risks and uncertainties, as well as
assumptions that, if they never materialize or prove incorrect, could cause our results to differ materially and

adversely from those expressed or implied by such forward-looking statements Such forward-looking statements
include statements about our expectations, beliefs or intentions regarding our potential product offerings, business,
financial condition, results of operations, strategies or prospects. You can identify forward-looking statements by the
fact that these statements do not relate strictly to historical or current matters. Rather, forward-looking statements

relate to anticipated or expected events, activities, trends or results as of the date they are made and are often identified
by the use of words such as “anticipate,” “believe,” “continue,” “could,” “estimate, 7

expressions or variations. Because forward-looking statements relate to matters that have not yet occurred, these
statements are inherently subject to risks and uncertainties that could cause our actual results to differ materially from
any future results expressed or implied by the forward-looking statements. Many factors could cause our actual
activities or results to differ materially from the activities and results anticipated in forward-looking statements. These
factors include those risks disclosed under the caption “Risk Factors” included in our 2017 annual report on Form 10-K
filed with the Securities and Exchange Commission, or the SEC, on April 11, 2018 and in our subsequent filings with
the SEC. Furthermore, such forward-looking statements speak only as of the date of this report. We undertake no
obligation to update any forward-looking statements to reflect events or circumstances occurring after the date of such
statements.

29 ¢ 2 ¢

Overview

Mobivity Holdings Corp. (the “Company” or “we”) is in the business of developing and operating proprietary platforms
over which brands and enterprises can conduct national and localized, data-driven marketing campaigns. Our
proprietary platforms, consisting of software available to phones, tablets, PCs, and Point-of-Sale (“POS”) systems, allow
resellers, brands and enterprises to market their products and services to consumers through text messages sent

directly to the consumers via mobile phones, mobile smartphone applications, and dynamically printed receipt

content. We generate revenue by charging the resellers, brands and enterprises a per-message transactional fee,

through fixed or variable software licensing fees, or via advertising fees. We help personal care, restaurant and retail
brands realize their strategy of growing their business by increasing customer frequency, engagement and spend.
Mobivity's analytics services and products provide solutions that allow brands to take validated marketing actions
across all channels, based on real customer behavior to create personalized, relevant, localized and targeted

campaigns. With national clients such as Subway, Sonic, Chick-fil-A, and Baskin-Robbins, Mobivity's goal is to
unlock the power of internal and external customer data to create a system that provides data driven insight to
continually adapt and enhance communications with customers.
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According to the U.S. Census Bureau, only 7% of commerce in the US occurs online which means 93% is still
happening in the physical world. We believe that brands, and in particular restaurant and retail brands, need a better
way to tie marketing activities to customer purchases, and then use the information to build a more relevant, personal
experience for each customer, at a local and national level. Mobivity is giving brands the ability to connect (and
measure) marketing communications in the physical world by unlocking POS and mobile data and marrying it with
other traditional tactics to create a closed loop: in some cases increasing response rates from 0.05% to 5% (or greater);
improving online advertising conversion by 10X; and increasing revenue per ad by more than 2.5X.

Mobivity’s solution addresses the offline marketing problem and makes personalized marketing automation possible
for offline commerce. Digital marketing is highly dynamic and personally targeted. According to studies published by
McKinsey & Company, Point Drive, and the National Advertising Institute, targeted advertising generates conversion
rates more than eleven times higher than non-targeted advertising, more than double the revenue per advertisement,
and is 250% more efficient than non-targeted advertising. Combined with purchase data and analytics gathered by
Mobivity’s products and platforms, Mobivity customers are able to quickly transform traditionally low marketing
campaign response rates to exponentially higher response rates.

reecurrency

Mobivity's reecurrency platform (formerly “SmartSuite”) unlocks valuable POS and mobile data to help transform
customer transactions into actionable and attributable marketing insights. Our technology provides transactional data,
in real-time, that uncovers market-basket information and attributes both online and traditional promotions. The
reecurrency platform is comprised of reecapture, reecognition (formerly “SmartAnalytics”), reeceipt (formerly
“SmartReceipt”), reeach (formerly “SmartMessenger”), and reeup (formerly “SmartScore”).

reecapture

Mobivity’s reecurrency begins with reecapture, which can capture, normalize, integrate, and store transaction data for
almost any POS system. This provides a clean useful dataset upon which to predict and influence your customers’
buying behavior and deliver basket-level insights to your business.
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reecognition

Mobivity’s reecognition is comprised of various reporting and analytics tools to uncover patterns in the buying
behaviors of consumers and leverages that data to suggest pricing optimizations, and guide marketing campaigns.

reeceipt

Mobivity’s reeceipt unlocks the power of transactional data to create relevant and timely customer messages. Both
clients and agencies are using reeceipt to drive better results and make decisions around offers, promotions, and
customer engagement through the medium of the printed receipt. Our reeceipt solution enables our customers with the
ability to control the content on receipts printed from their point of sale, or POS system. reeceipt is a software
application that is installed on the POS, or directly onto receipt printer platforms, such as Epson’s OmniLink product,
which dynamically controls what is printed on receipts such as coupons, announcements, or other calls-to-action, such
as invitations to participate in a survey. reeceipt includes a web-based interface where users can design receipt content
and implement business rules to dictate what receipt content is printed in particular situations. All receipt content is
also transmitted to reeceipt’s server back-end for storage and analysis via reecognition.

reeach

Mobivity’s reeach transforms standard SMS messaging into a data-driven marketing medium. Mobivity’s reeach tracks
and measures offer effectiveness at a more granular level than anything available in the industry, allowing clients to
create smarter offers and drive higher redemption rates. Our proprietary platform connects to all wireless carriers so
that any consumer, on any wireless service (for example, Verizon), can join our customer’s SMS mobile marketing
campaign. Once the consumer has subscribed to our customer’s SMS mobile marketing campaign, our Web-based
software solution serves as a tool by which our customers can initiate messages and other communications back to
their subscribed consumers, as well as configure and administer their mobile marketing campaigns.

reeup

Mobivity’s reeup aids marketing to align focusing its attention on engaging the customer and trying to change their
buying behavior. reeup allows clients to begin including, and rewarding, employee behavior as a key method to effect
customer behavior and drive more revenue. By focusing on small changes - upsizing drinks, adding desserts, and
promoting limited time offers - employees can have a dramatic impact on sales.
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Company Strategy

Our objective is to build an industry-leading Software-as-a-Service (SaaS) product that connects consumers to
merchants and brands. The key elements to our strategy are:

Exploit the competitive advantages and operating leverage of our technology platform.

The core of our business is our proprietary reecapture POS technology. Several years of development went into
designing reecapture such that the process of intercepting POS data and performing actions, such as controlling the
receipt printer with receipt is scalable, portable to a wide variety of POS platforms, and does not impact performance
factors including the print speed of a typical receipt printer. Furthermore, we believe the transmission of POS data to
Mobivity’s cloud-based data stores presents a very competitive and innovative method of enabling POS data access.
Additionally, we believe that our reeach platform is more advanced than technologies offered by our competitors and
provides us with a significant competitive advantage. With more than ten years of development, we believe that our
platform operates SMS text messaging transactions at a “least cost” relative to competitors while also being capable of
supporting SMS text messaging transactional volume necessary to support our goal of several thousand end users.
Leveraging our reecognition platform with reeach allows for full attribution of SMS offers, which we believe is a unique
combination of both SMS text messaging and POS data.

Evolve our sales and customer support infrastructure to uniquely serve very large customer implementations such as
franchise-based brands who operate a large number of locations.

Over the past few years we have focused our efforts on the development of our technology and solutions with the goal
of selling and supporting small and medium-sized businesses. Going forward, we intend to increase significantly our
investments in sales and customer support resources tailored to selling to customers that operate franchise brands.
Today we support more than 30,000 merchant locations globally.

Acquire complementary businesses and technologies.

We intend to continue to search and identify unique opportunities which we believe will enhance our product features
and functionality, revenue goals, and technology. We intend to target companies with some or all of the following
characteristics: (1) an established revenue base; (2) strong pipeline and growth prospects; (3) break-even or positive
cash flow; (4) opportunities for substantial expense
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reductions through integration into our platform; (5) strong sales teams; and (6) technology and services that further
build out and differentiate our platform. Our acquisitions have historically been consummated through the issuance of
a combination of our common stock and cash.

Build our intellectual property portfolio.

We currently have seven issued patents that we believe have significant potential application in the technology
industry. We plan to continue our investment in building a strong intellectual property portfolio.

While these are the key elements of our current strategy, there can be no guarantees that our strategy will not change
or that our strategy will be successful.

Recent Events

2018 Warrant Exercise

Between January 19, 2018 and March 31, 2018, we conducted an offer to the holders of our outstanding common
stock purchase warrants pursuant to which our warrant holders will be permitted to exercise their warrants at a
reduced exercise price for a period expiring on March 31, 2018. At the commencement of the warrant offer, there
were warrants outstanding that entitled their holders to purchase 5,134,349 shares of our common stock at exercise
prices of $1.00 and $1.20 per share. Pursuant to the offer, warrant holders exercised warrants to

purchase 2,018,125 shares of our common stock, resulting in additional capital of $2,018,125. We undertook this
limited-time warrant exercise price reduction in order to raise additional capital without incurring further potential
dilution to our stockholders. In addition, through the warrant holders’ acceptance of our offer, we could significantly
reduce the number of outstanding warrants and thereby simplify our capital structure. The warrant offer was
conducted by our management and there were no commissions paid by us in connection with the solicitation.

Unsecured Promissory Note Investments in 2018

During February 2018, we conducted a private placement of Unsecured Promissory Notes (individually, a “Note” and
collectively, the “Notes”) in the aggregate principal amount of $1,080,000 to certain investors, officers, and directors of
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the Company. Each Note bears interest on the unpaid balance at the rate of fifteen percent (15%) per annum and the
principal and accrued interest is due and payable no later than March 30, 2020. We may prepay any of the Notes
without notice, subject to a two percent (2%) pre-payment penalty. The Note offer was conducted by our management
and there were no commissions paid by us in connection with the solicitation.

June 2018 Private Placement

In June 2018, we commenced a private placement of our common shares at an offering price of $1.00 per shares. As
of June 30, 2018, we had sold 5,047,583 shares of our common stock for gross proceeds of $5,047,583 including
$4,000,000 of cash and the cancellation of $1,000,000 of principal $47,583 of accrued interest under our February
2018 private placement Notes. Between July 1, 2018 and July 30, 2018, we sold an additional 1,775,000shares of
common stock for cash of $1,775,000.

Results of Operations

Revenues

Revenues consist primarily of a suite of products under the reecurrency platform (formerly “SmartSuite”). The

reecurrency platform is comprised of reecapture, reecognition (formerly “SmartAnalytics”), reeceipt (formerly
“SmartReceipt”), reeach (formerly “SmartMessenger”), reeup (formerly “SmartScore”), advertising model revenues which are
paid on a per coupon redemption basis, and other revenues.

Revenues for the three months ended June 30, 2018 were $1,366,239, a decrease of $872,441, or 39%, compared to
the same period in 2017. This decrease is primarily due to the timing of certain orders that will be recognized in the
next quarter compared to last year. In addition, our adoption of ASC 606 as of January 1, 2018, which resulted in the
acceleration of revenue recognition for sales of custom products subject to a non-cancellable customer purchase order.
The adoption of ASC 606 resulted in our realization of $206,115 of revenue in the first quarter of 2018 that we would
have realized in the three months ended June 30, 2018 but for the adoption of ASC 606.

Revenues for the six months ended June 30, 2018 were $5,059,567, an increase of $707,583, or 16%, compared to the
same period in 2017. This increase is primarily due to our adoption of ASC 606 as of January 1, 2018. This increase
is offset by a decrease related to the timing of certain orders that will be recognized in the next quarter compared to
last year. The adoption of ASC 606 resulted in our realization of $1,422,616 of revenue in the six months ended June
30, 2018 that we would have realized in the other periods but for the adoption of ASC 606.
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Cost of Revenues

Cost of revenues consist primarily of cloud-based software licensing fees, short code maintenance expenses, personnel
related expenses, and other expenses.

Cost of revenues for the three months ended June 30, 2018 was $756,130, an increase of $156,394, or 26%, compared
to the same period in 2017. This increase is primarily due to higher SMS and application costs associated with
messaging fees and surcharges charged by text messaging carriers.

Cost of revenues for the six months ended June 30, 2018 was $1,549,519, an increase of $392,393, or 34%, compared
to the same period in 2017. This increase is primarily due to higher SMS and application costs associated with
messaging fees and surcharges charged by text messaging carriers.

General and Administrative

General and administrative expenses consist primarily of salaries and personnel related expenses, consulting costs and
other expenses.

General and administrative expenses decreased $136,769, or 16%, during the three months ended June 30, 2018
compared to the same period in 2017. The decrease in general and administrative expense was primarily due to an
decrease in personnel and related share based compensation expenses.

General and administrative expenses decreased $93,609, or 5%, during the six months ended June 30, 2018 compared
to the same period in 2017. The decrease in general and administrative expense was primarily due to an increase in
personnel and related stock based compensation expenses.

Sales and Marketing
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Sales and marketing expenses consist primarily of salaries and personnel related expenses, stock-based compensation
expense, consulting costs and other expenses

Sales and marketing expenses decreased $76,210, or 9%, during the three months ended June 30, 2018 compared to
the same period in 2017. The decrease was primarily due to lower personnel and related stock based compensation
expenses.

Sales and marketing expenses increased $417,658, or 23%, during the six months ended June 30, 2018 compared to
the same period in 2017. The increase was primarily due to higher personnel and related stock based compensation
expenses.

Engineering, Research & Development

Engineering, research & development costs include salaries, stock based compensation expenses, travel, consulting
costs, and other expenses.

Engineering, research & development expenses decreased $650,529, or 61%, during the three months ended June 30,
2018 compared to the same period in 2017. The decrease was primarily due to a decrease in personnel related costs as
compared to 2017 to support the Company’s growth.

Engineering, research & development expenses increased $53,024, or 3%, during the six months ended June 30, 2018
compared to the same period in 2017. The increase was primarily due to an increase in personnel related costs as
compared to 2017 to support the Company’s growth.

Depreciation and Amortization

Depreciation and amortization expense consists of depreciation on our equipment and amortization of our intangible
assets. Depreciation and amortization expense decreased $730 or 1%, during the three months ended June 30, 2018
compared to the same period in 2017. Depreciation and amortization expense increased $27,495 or 16%, during the
six months ended June 30, 2018 compared to the same period in 2017.
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Interest Expense

Interest expense consists of stated or implied interest expense on our notes payable, amortization of note discounts,
and amortization of deferred financing costs. Interest expense increased $78,134, or 248%, during the three months
ended June 30, 2018 compared to the
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same period in 2017. Interest expense increased $114,517, or 218%, during the six months ended June 30, 2018
compared to the same period in 2017. The increase in interest expense for the three and six months ended June 30,
2018 is primarily related to interest on notes payable for the Livelenz subsidiary and borrowings against the Facility.

Foreign Currency

The Company’s financial results are impacted by volatility in the Canadian/U.S. Dollar exchange rate. The average
U.S. Dollar exchange rate for three and six months ended June 30, 2018 was $1 Canadian equals $0.78 and $0.75 U.S.
Dollars, respectively. The Company’s functional or measurement currency is the U.S. Dollar. Based on a U.S. Dollar
functional currency, the following are the key areas impacted by foreign currency volatility:

- The Company sells products primarily in U.S. Dollars; therefore, reported revenues are not highly impacted by
foreign currency volatility.

- A portion of the Company’s expenses are incurred in Canadian Dollars and therefore fluctuate in U.S. Dollars as the
U.S. Dollar varies. A weaker U.S. Dollar results in an increase in translated expenses, and a stronger U.S. Dollar
results in a decrease.

- Changes in foreign currency rates also impact the translated value of the Company’s working capital that is held in
Canadian Dollars. Foreign exchange rate fluctuations result in foreign exchange gains or losses based upon
movement in the translated value of Canadian working capital into U.S. Dollars.

The change in foreign currency was a loss of $1,290 and $1,620 for the three and six months ended June 30, 2018,
respectively.

Liquidity and Capital Resources

As discussed above, during the six months ended June 30, 2018, we conducted (i) a warrant solicitation at $1.00 per
share resulting in additional capital of $2,018,125, (ii) sold unsecured promissory notes (in the aggregate principal
amount of $1,080,000 and (iii) commenced a private placement of our common shares at an offering price of $1.00
per shares, of which we had sold as of June 30, 2018, 5,047,583 shares of common stock for gross proceeds of
$5,047,583 including $4,000,000 of cash and the cancellation of $1,000,000 of principal $47,583 of accrued interest
under the aforementioned notes and ,between July 1, 2018 and July 30, 2018, we sold an additional 1,775,000shares
of common stock for cash of $1,775,000.
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As of June 30, 2018, we had current assets of $5,950,269, including $4,242,884 in cash, and current liabilities of
$5,452,065, resulting in a working capital of $498,204, which does not give effect to our receipt of an additional
$1,775,000 during the month of July 2018 from the offering of our common shares.

We believe as of the date of this report, we have the working capital on hand, along with our expected cash flow from
operations, to fund our current level of operations at least through the end of the next fiscal year. However, there can
be no assurance that we will not require additional capital. If we require additional capital, we will seek to obtain
additional working capital through the sale of our securities and, if available, bank lines of credit. However, there can
be no assurance we will be able to obtain access to capital as and when needed and, if so, the terms of any available
financing may not be subject to commercially reasonable terms.

Cash Flows

Six Months Ended

June 30,

2018 2017
Net cash provided by (used in):
Operating activities $ (2,206,426) $ (368,022)
Investing activities (185,567) (306,468)
Financing activities 6,117,721 61,160
Effect of foreign currency translation on cash flow 57,097 (255)
Net change in cash $ 3,782,825 $ (613,585)

Operating Activities

We used cash from operating activities totaling $2,206,426 during the six months ended June 30, 2018 and used cash
of $368,022 during the six months ended June 30, 2017. The operating activities included non-cash items related to
the stock based compensation of $407,744 and the adjustments related to ASC 606 of $610,206.

Investing Activities

We used $185,567 for investing activities during the six months ended June 30, 2018 consisted of $9,953 in purchased
equipment and $175,614 of capitalized software development costs.
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Financing Activities

Financing activities provided $6,117,721 for the six months ended June 30, 2018 includes payments on notes payable
of $2,140,722, net proceeds from notes payable of $2,095,000, and proceeds from the issuance of common stock of
$6,163,443.

Critical Accounting Policies and Estimates

Refer to Note 2, “Summary of Significant Accounting Polices,” in the accompanying notes to the condensed
consolidated financial statements for a discussion of recent accounting pronouncements.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.

We are a smaller reporting company as defined by section 10(f)(1) of Regulation S-K. As such, we are not required to
provide the information set forth in this item.

Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated
the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Exchange Act
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Rule 13a-15(e), as of the end of the period covered by this report. Disclosure controls and procedures are controls and
other procedures that are designed to ensure that information required to be disclosed by us in the reports that we file
or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified
in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed by us in the reports that we file under the Exchange Act is
accumulated and communicated to our management, as appropriate to allow timely decisions regarding required
disclosure. Based on this evaluation, our management, including our Chief Executive Officer and Chief Financial
Officer, concluded that as of June 30, 2018 our disclosure controls and procedures were not effective.

Changes in Internal Control

There were no changes in our internal control over financial reporting during the three months ended June 30, 2018
that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II - OTHER INFORMATION

Item 1. Legal Proceedings

On July 2, 2018, a former employee of ours filed an action against us in the Superior Court of the State of Arizona in
and for Maricopa County (Armstrong v. Mobivity Holdings Corp., et al. Case No. CV-2018-052706). The lawsuit
generally alleges that we failed to pay the plaintiff a bonus and commissions totaling $284,350. The complaint seeks
treble damages, totaling $853,050, and plaintiff’s attorneys’ fees and costs. We deny that the claims in the action have
any merit and intend to vigorously defend the action.

From time to time, we are party to certain legal proceedings that arise in the ordinary course and are incidental to our
business. Other than the action mentioned above, there are currently no such pending proceedings to which we are a
party that our management believes will have a material adverse effect on the Company’s consolidated financial
position or results of operations. However, future events or circumstances, currently unknown to management, will
determine whether the resolution of pending or threatened litigation or claims will ultimately have a material effect on
our consolidated financial position, liquidity or results of operations in any future reporting periods.

Item 1A. Risk Factors

Our Annual Report on Form 10-K for the year ended December 31, 2017 filed with the SEC on April 11,
2018 includes detailed discussions of our risk factors under the headings “Part I, Item 1A. Risk Factors” and “Part II,
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Item 1A. Risk Factors” respectively. You should carefully consider the risk factors discussed in our Annual Report on
Form 10-K and Quarterly Report on Form 10-Q, as well as the other information in this report, which could materially
harm our business, financial condition, results of operations, or the value of our common shares.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Between January 19, 2018 and March 31, 2018, we conducted an offer to the holders of our outstanding common
stock purchase warrants pursuant to which our warrant holders will be permitted to exercise their warrants at a
reduced exercise price for a period expiring on March 31, 2018. At the commencement of the warrant offer, there
were warrants outstanding that entitled their holders to purchase 5,134,349 shares of our common stock at exercise
prices of $1.00 and $1.20 per share. Pursuant to the offer, warrant holders exercised warrants to

purchase 2,018,125 shares of our common stock, resulting in additional capital of $2,018,125. We undertook this
limited-time warrant exercise price reduction in order to raise additional capital without incurring further potential
dilution to our stockholders. In addition, through the warrant holders’ acceptance of our offer, we could significantly
reduce the number of outstanding warrants and thereby simplify our capital structure. The warrant offer was
conducted by our management and there were no commissions paid by us in connection with the solicitation.

During the quarter ended March 31, 2018, we issued 12,500 shares of our common stock, at a price of $0.78 per share,
for the gross proceeds of $9,595 in conjunction with one employee that exercised vested stock options, and we issued
1,808 shares of our common stock in a cashless transaction related to a 25,000 warrant exercise.

On June 29, 2018, the Company issued 5,047,583 shares of our common stock, at a price of $1.00 per share, for gross
proceeds of $4,000,000 in cash, $1,000,000 for the extinguishment of debt, and $47,583 in related accrued interest and
loss on conversion of $41,706.

All of the aforementioned shares were issued pursuant to section 4(a)(2) of the Securities Act of 1933, as amended,
and Rule 506 thereunder.

Item 6. Exhibits

Exhibit No. Description

31.1 Certification by Chief Executive Officer pursuant to Section 302 of Sarbanes Oxley Act of 2002 *
31.2 Certification by Chief Financial Officer pursuant to Section 302 of Sarbanes Oxley Act of 2002 *
32.1 Certification Pursuant to 18 U.S.C. Section 1350 *

101.INS XBRL Instance Document *
101.SCH  XBRL Taxonomy Schema Document
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101.CAL  XBRL Taxonomy Calculation Linkbase Document *
101.DEF  XBRL Taxonomy Definition Linkbase Document *
101.LAB  XBRL Taxonomy Label Linkbase Document*
101.PRE  XBRL Taxonomy Presentation Linkbase Document *

* Filed electronically herewith

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized

Mobivity Holdings Corp.

Date: August 14, 2018 By: /s/ Dennis Becker
Dennis Becker
Chairman and Chief Executive Officer
(Principal Executive Officer)

Date: August 14, 2018 By: /s/ Charles B. Mathews
Charles B. Mathews
Chief Financial Officer

(Principal Accounting Officer)
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