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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, or Form 10-K, contains “forward-looking statements” 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. The forward-looking
statements are contained principally in Item 1—*“Business,” Item 1.A—"“Risk Factors” and Item 7—"“Management’s Discussio
Analysis of Financial Condition and Results of Operations” but appear throughout the Form 10-K. Examples of
forward-looking statements include, but are not limited to our expectations, beliefs or intentions regarding our

potential product offerings, business, financial condition, results of operations, strategies or prospects and other

matters that do not relate strictly to historical facts or statements of assumptions underlying any of the foregoing.

These statements are often identified by the use of words such as “anticipate,” “believe,” “continue,” “could,” “estimate,” “exp
“intend,” “may,” “ongoing,” “opportunity,” “plan,” “potential,” “predicts,” “seek,” “should,” “will,” or “would,” and similar e;
variations or negatives of these words. These forward-looking statements are based on the expectations, estimates,

projections, beliefs and assumptions of our management based on information currently available to management, all

of which are subject to change. Such forward-looking statements are subject to risks, uncertainties and other factors

that are difficult to predict and could cause our actual results and the timing of certain events to differ materially and

adversely from future results expressed or implied by such forward-looking statements. Factors that could cause or

contribute to such differences include, but are not limited to, those identified below in Item 1.A — “Risk Factors”.

Furthermore, such forward-looking statements speak only as of the date of this Form 10-K. We undertake no

obligation to update or revise publicly any forward-looking statements to reflect events or circumstances after the date

of such statements for any reason, except as otherwise required by law.

9 ¢
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Part I

Item 1. Business

General Information

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 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 restaurant and retail brands realize
their strategy of growing their business by increasing customer frequency, engagement and spend. Mobivity's

analytics and products provide solutions that allow brands to take validated marketing actions across all channels,
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based on real customer behavior to create personalized, relevant, localized and targeted campaigns. With national
clients such as Subway, Sonic, Jamba Juice, 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.

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.

Mobile phone users represent a large and captive audience. While televisions, radios, and even PCs are often shared
by multiple consumers, mobile phones are personal devices representing a unique and individual address to the end
user. We believe that the future of digital media will be significantly influenced by mobile phones where a direct,
personal conversation can be had with the world’s largest target audience. According to a report published by
comScore in January 2014, more U.S. Internet users accessed the Internet through mobile devices than through

PCs. Additionally, consumers now spend more time using the mobile Internet on smartphones than using the Internet
via PCs according to the 2014 Digital Consumer Report published by Nielsen.
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Our “C4” Mobile Marketing and customer relationship management platform is a Web-hosted software solution
enabling our clients to develop, execute, and manage a variety of marketing engagements to a consumer’s mobile
phone. Our C4 solution allows our clients to communicate directly with their customers through Short Messaging
Service, or SMS, multi-media messaging, smartphone application development and interactive voice response
interactions, all of which are facilitated via a set of graphical user interfaces operated from any Web browser.

Our C4 platform also allows our customers to deploy and administer our “Stampt” mobile device loyalty application.
Stampt is a smartphone replacement for “Buy 10, Get 1 free” punch cards. Consumers no longer need to worry about
forgetting paper-based loyalty punch cards. Stampt makes it easy to receive all of the rewards consumers want from
their favorite businesses. Consumers can use Stampt throughout the United States to earn free sandwiches, coffee,
pizza, frozen yogurt, donuts, bagels and more. Stampt’s nearby feature shows consumers all of the rewards they can
earn at nearby businesses. From the Stampt mobile device application, consumers simply tap any business to learn
more about that business and to see all of the loyalty points they have earned at that business. Consumers can keep
track of all of the rewards they are close to earning through the “my cards” feature displayed in the application’s
interface. Once a consumer has earned all of the Stampts they need for a reward, they simply show the cashier and
click “tap to redeem” button from the application interface on their device. Our customers can create and manage any
Stampt program from the C4 platform’s set of Web-based interfaces.

Our “SmartReceipt” solution enables our customers with the ability to control the content on receipts printed from their
point of sale, or POS system. SmartReceipt 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. SmartReceipt
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 SmartReceipt’s server
back-end for storage and analysis. Our SmartReceipt solution is fully integratable with our C4 platform and allows our
customers to print SMS marketing or Stampt mobile application calls-to-action on receipts.

We also offer our clients reporting and analytics capabilities through the C4 solution which allows our clients to
assess and optimize their mobile marketing and SmartReceipt campaigns. 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 C4 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.

Company Strategy
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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 “SmartReceipt” receipt intercept technology. Several years of development went into designing
SmartReceipt such that the process of intercepting receipt data and controlling the receipt printer is scalable, portable
to a wide variety of POS platforms, and does not impact the print speed of other performance characteristics of a
typical receipt printer. Furthermore, we believe the transmission of receipt 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
C4 SMS text messaging platform is more advanced than technologies offered by our competitors and provides us
with a significant competitive advantage. With more than seven years of development, we believe that our C4
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.
Additionally, our C4 platform supports interactive voice response, or, capabilities that we believe are unique to our
solution and will allow Mobivity to deliver additional capabilities beyond SMS text messaging that will be unique
and valuable to the marketplace. Our C4 platform also provides features that allow our customers to manage their
Stampt mobile device application in conjunction with SMS text messaging campaigns, which we believe is a unique
combination of both SMS text messaging and mobile device application management.

- 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.

- Acquire complementary businesses and technologies. We will 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;

-
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(3) break-even or positive cash flow; (4) opportunities for substantial expense 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 five issued patents that we believe have significant
potential application in the mobile marketing 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 Developments

We have entered into the following material transactions since January 1, 2015.

March 2015 Private Placement.

In March 2015, we conducted a private placement of 4,805,000 units of our securities at a price of $1.00 per

unit. Each unit consisted of one share of our common stock and a common stock purchase warrant to purchase
one-quarter share of our common stock, over a five year period, at an exercise price of $1.20 per share. Emerging
Growth Equities, Ltd. acted as placement agent for the private placement and received $234,500 in commissions and
warrants to purchase an aggregate of 234,500 units, exercisable over a period of five years from the closing date, at an
exercise price of $1.00 per unit. Pursuant to the terms of the offering, we entered into registration rights agreement
with the investors pursuant to which we filed with the SEC a resale registration statement covering the common shares
made part of the units. The SEC declared the registration statement effective on September 10, 2015.

LiveLenz Acquisition

On January 15, 2016, we acquired all of the outstanding capital stock of LiveLenz Inc., a Nova Scotia corporation
(“LiveLenz”), pursuant to an agreement dated January 15, 2016 among the Company and the stockholders of LiveLenz.
Pursuant to the agreement, we acquired all of the capital stock of LiveLenz in consideration of our issuance of
1,000,000 shares (“Consideration Shares”) of our common stock to the LiveLenz stockholders and our issuance of an

10
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additional 15,000 share of our common stock in satisfaction of certain liabilities of LiveLenz. The agreement included
customary representations, warranties, and covenants by us and the LiveLenz stockholders, including the LiveLenz
stockholders’ agreement to indemnify us against certain claims or losses resulting from certain breaches of
representations, warranties or covenants by the LiveLenz stockholders in the agreement. Pursuant to the agreement,
the LiveLenz stockholders have agreed to adjust the number of Consideration Shares downward based on LiveLenz’
working capital as of the closing and in the event of any claims for indemnification by us. The LiveLenz stockholders
have agreed that 100% of the Consideration Shares will be escrowed for a period of 18 month and subject to forfeiture
based on indemnification claims by us or the final determination of LiveLenz’ working capital as of the closing date.

2016 Private Placement

In March 2016, we conducted the private placement of 3,256,000 shares of our common stock, at a price of $0.60 per
share, for the gross proceeds of $1,953,600. The offering was conducted by our management and no commission or
other selling fees were paid by us. Pursuant to the terms of the offering, we entered into registration rights agreement
with the investors pursuant to which we agreed to file with the SEC a resale registration statement covering the
common shares by May 31, 2016.

Working Capital Line of Credit Facility

In March 2016, we entered into a Working Capital Line of Credit Facility (the “Facility”) with Silicon Valley Bank 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. There are no financial
covenants and as of the date of this report there are no borrowings under the Facility.

Industry Background

We believe industry trends point to a shift in the local marketing industry in both how merchants and brands market
their products and services to local customers. We believe that consumers are transitioning to new digital channels and
moving away from legacy marketing channels. It is this transition that we believe has created an opportunity for new
and innovative local marketing services and

3.
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technologies to evolve. We believe that consumers are increasingly devoting their attention and lifestyle to mobile
devices and that marketers will need new products, technologies, and services tailored for consumer’s mobile devices.

Traditional marketing using television, radio and print lacks targeting and offline marketing audiences are declining
annually based on research published by Forrester in a February 2015 study. Nielsen reports that television viewers in
the key 18-49 year old age demographic are down in 2015, as are all television viewing households, and DVR usage
has reduced television advertisement effectiveness by 30% over the past year. Radio listenership is down 15% from
2014 and 2015 radio advertising spend was down nearly 2% year over year. Yellow Pages use was down 22% in 2015
according to the Local Search Association findings and online news readers surpassed print for the first time in 2015.
According to a Strategy Analytics Advertising Forecast in February of 2015, $124 billion is spent annually on
traditional, offline marketing media sources that lack specific targeting and are declining in size and effectiveness.

Mobile marketing campaigns use multiple channels to reach the consumer, including mobile web sites, mobile
applications, mobile messaging and mobile video, all of which can be integrated into interactive campaigns. Each
channel can link to additional mobile content or channels, as well as to complementing traditional media. Mobile
marketing provides a powerful, instant and interactive response path in that consumers may send a keyword to a short
code via SMS, or register on a mobile web site. This makes the mobile phone a precisely targeted communication
channel, where users are highly engaged with content. As a result, the mobile channel is believed to be a highly
effective campaign tool and its response levels are high compared to other media. We believe that mobile is valuable
as a stand-alone medium for marketing, but it is also well suited for a vital role in fully integrated cross-media
campaign plans, including TV, print, radio, outdoor, cinema, online and direct mail. We believe that the future of
digital media will be significantly influenced by mobile phones where a direct, personal conversation can be had with
the world’s largest network.

The Mobivity Solution

Our mobile marketing platform is designed to allow brands to operate mobile marketing campaigns, as well as
resellers to market their own mobile marketing platform under their own brand identity. As of the date of this report,
we have approximately 19,000 customers utilizing our mobile marketing platform and we deliver on their behalf an
average of 28 million SMS text messages per month. We have approximately 29,000 additional customers using our
Smart Receipt solution and we process on their behalf an average of 42 million receipt transactions per month. Our
customers are spread over all industries that market to individual consumers and range in size from national
franchisers to the single site family-owned business. Our clients access our “C4” solution through a standard Web
browser that allows them to directly conduct the setup, messaging, and ongoing customer relationship management
with the consumers they market to. Our customers are given a dedicated support representative along with account
credentials to access their own C4 account from any Web browser.

12
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- Campaign Setup: Initially, our clients will use their own C4 account on our proprietary platform to design their
mobile marketing campaign for purposes of attracting customers to subscribe for the customer’s mobile messaging
service. In compliance with federal and state laws relating to mobile marketing, marketers typically attract customers
to their mobile messaging service through media communications distributed through non-mobile devices, media,
other than mobile devices, including store signage, billboards, other forms of print media, and digital media not
directed through a mobile device. Our C4 solution also allows for the creation and design of digital display graphics
that can be displayed on television screens, digital scoreboards, or other digital screens where an animated or more
graphically rich solicitation may be desired. Digital displays are particularly useful on large digital scoreboard
displays at sporting events. Through these various forms of communication, customers of our clients will be invited
to subscribe to SMS text messaging communications (for example, “Join our mobile VIP club! Text “Pizza” to 12345”)
or to set-up loyalty offers through our Stampt smartphone loyalty application (for example, “Download Stampt, use
your iPhone or Android phone to join our loyalty program — buy five sandwiches and get one free!””).Consumers
responding to these communications will be directed to our clients’ own C4 account on our proprietary platform,
where our platform records and stores the consumer’s relevant information for access by our client stores. Once the
consumer has subscribed to our customer’s mobile marketing campaign, our C4 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.

- Messaging. Our C4 platform allows for marketers to instantly message their subscribers via SMS text messaging or
“push” messaging to users of the Stampt smartphone application. Our platform is designed to be a fully automated,
self-executing tool where our clients access their own C4 account on our proprietary platform, design and create
their mobile marketing message, designate to whom among their list of opted-in consumers the message will be sent
and then select the time (or times) the message will be distributed. Each customer is assigned a dedicated support
representative to provide support in this process, however the platform is designed to provide the customer with the
ability to design and carry-out the entire campaign through their remote online access to our platform. Our customers
are provided with an instant communication channel to alert their subscribers of events, specials, or other
announcements. Our C4 platform provides various messaging tools for marketers to create and initiate these
messages in real-time or for future broadcasts. The solution also allows the

4-
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marketer to connect to Facebook or Twitter accounts so that their messaging broadcasts can be promoted to select
social media channels if desired.

- Customer Relationship Management (CRM). Our C4 solution offers our customers a variety of CRM services,
including the success rate for each media campaign designed to attract subscribers to the customer’s mobile
marketing campaign, historical data and success rate with regard to each mobile message sent. The subscriber
records and through various reporting features offered by the CRM function provide marketers with quick access to
a variety of useful data points. Tracking subscriber and messaging activity over time is useful in handling customer
inquiries or issues with the marketing program or to gain insights into subscriber behavior. For example, a marketer
might want to examine how the total number of subscribers gained from a recent promotion of their call-to-action.
The Mobivity solution provides various default reports while allowing for Mobivity customers to request custom
reports tailored for their specific needs.

- Stampt Smartphone Loyalty Application. Stampt is a smartphone application available to both iPhone and Android
smartphones. The application is acquired by consumers via download from the Apple App Store or Google Play
market service. Once installed, consumers can view local merchants who are setup on our C4 platform to offer
mobile loyalty cards. Mobile loyalty cards allow consumers using Stampt to visit merchants and participate in
loyalty programs (for example, “buy 10, get 1 free”) that are setup by merchants using the Mobivity solution.
Consumers can also receive instant offers sent from merchants through our platform’s messaging features. The
Stampt application allows consumers to register purchases by using the Stampt application on their smartphone to
take a quick picture of a special code that the merchant provides at the time of purchase. The purchase is also
registered on the merchant’s own account on our C4 platform. The Stampt application instantly verifies the
consumer’s location at the related merchant’s location of business and registers the purchase. Purchases are then
depicted on the Stampt application so the consumer and the merchant know how many purchases are required to
earn a reward.

- Smart Receipt. Our SmartReceipt solution enables our customers the ability to control the content on receipts printed
from their point of sale, or POS system. SmartReceipt is a software application that is installed on the POS 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. SmartReceipt 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 SmartReceipt’s server back-end for storage and analysis. Our C4 solution integrates
with SmartReceipt by supporting SMS marketing or Stampt mobile application calls-to-action which can be printed
on receipt content by SmartReceipt.

- Resellers. Our platform can be white-labeled to allow for resellers or agents to market and deliver their own branded
mobile marketing solution complete with all of the features of the C4 platform. Resellers are provisioned their own
Web-based administration system whereby they can create and track their own customers’ use of the product.

In the future, we intend to develop additional platform features that with the goal of driving additional value to the
evolving mobile marketing industry.

14
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Marketing and Sales

We market and sell the services offered over our proprietary C4 platform directly through our own sales force, via
resellers, and in some cases through agents.

- Direct Sales. Our direct sales force is predominantly comprised of four sales representatives employed by us to
promote and sell our services in various geographical areas.

- Resellers. We sell our services via wholesale pricing of licensing and transactional fees to 55 various resellers who
market and sell the Mobivity services under their own brand.

- Agents. We also engage eight independent agents to market and sell our services under the Mobivity brand in return
for payment of a commission or revenue share for customers they introduce to us.

- In addition to our direct and indirect sales channels, we also market our services online through our Website,
Facebook, Twitter, LinkedIn, and other online channels. We also participate in various trade and industry events to
build awareness and promote exposure to our services and brand.

Our services are predominantly marketed and sold in the form of a recurring software licensing fee that is determined
by desired features and the number of physical locations our customers would like to deploy the services in. For
example, a customer who exclusively utilizes our SMS text messaging feature for one location will pay a much lower
recurring licensing fee that a marketer who desires our full breadth of product features and needs to drive localized
marketing campaigns across 50 locations in various cities or locales.

5.
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In addition to license fees, we also arrange for a transaction fee in special cases where our customers require greater
bandwidth or throughput to process large volumes of mobile messaging transactions. For example, a customer may
want to utilize our services for a major sporting event when there may be tens of thousands of fans who are expecting

a “score alert” sent to their mobile phone via a SMS text message. In this case, the required resources to facilitate a large
number of SMS messages in a short period of time is much higher and therefore we may charge an additional

per-SMS text message fee to our customer.

Research and Development

We have developed an internal and external software development team with many years of experience in the mobile
advertising and marketing industries. As of the date of this report, we have four full time and two part time employees
engaged in engineering and software developments and one full-time employee engaged in quality assurance and
testing in our development centers located at our facilities in San Diego, CA, not including our Director of
Engineering and Chief Technology Officer. We have two full time employees engaged in engineering and soft
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