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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,” “exf
“intend,” “may,” “ongoing,” “opportunity,” “plan,” “potential,” “predicts,” “seek,” “should,” “will,” or “would,” and similar
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, and those discussed under

Item 1.A. “Risk Factors” in this Form 10-K. 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.

EEINT3 29 ¢ 99 ¢ EEINT3

Part 1

ItemBusiness
1.

General Information

Mobivity Holdings Corp. (the “Company” or “we”) is a provider of technology that enables major brands and enterprises
to engage consumers via their mobile phone. Interactive electronic communications with consumers is a complex
process involving communication networks and software. We remove this complexity through our suite of services

and technologies thereby enabling brands, marketers, and content owners to communicate with their customers and
consumers in general. From Presidential elections to major broadcast events, we are pioneers in the deployment of the
mobile channel as the ultimate direct connection to the consumer.

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 audience. The future of mobile includes banking, commerce,
advertising, video, games and just about every other aspect of both on and offline life. Over four million consumers
have been engaged via their mobile device thanks to our technology.

We believe that our mobile marketing and advertising campaign platform is among the most advanced in the industry
as it allows real time interactive communications with consumers. We generate revenue from licensing our software to
clients in our software as a service (SaaS) model, per-message and per minute transactional fees, and customized
professional services.
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Our “C4” Mobile Marketing and Customer Relationship Management (CRM) platform is a hosted solution enabling our
clients to develop, execute, and manage a variety of engagements to a consumer’s mobile phone. Short Messaging
Service (SMS), Multi-Media Messaging (MMS), and Interactive Voice Response (IVR) interactions can all be
facilitated via a set of Graphical User Interfaces (GUIs). Reporting and analytics capabilities are also available to our
users through the C4 solution.
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We believe that mobile devices are emerging as an important interactive channel for brands to reach consumers since
it is the only media platform that has access to the consumer virtually anytime and anywhere. Brands and advertising
agencies are recognizing the unique benefits of the mobile channel and they are increasingly integrating mobile media
within their overall advertising and marketing campaigns. Our objective is to become the industry leader in connecting
brands and enterprises to consumers’ mobile phones.

Company Strategy

Our objective is to build an industry-leading mobile marketing company through a combination of organic and
acquired growth. 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, enterprise-grade C4 technology platform. We believe that the C4 platform is more advanced than
technologies offered by our competitors and provides us with a significant competitive advantage. The platform is
also highly scalable and capable of supporting substantial growth of our business.

Expand our sales and customer support infrastructure. We have historically focused our efforts on development of our
technology and solutions. Going forward, we intend to increase significantly our investments in sales and customer
support.

Acquire complementary businesses and technologies. Our future growth will largely depend upon our ability to
acquire and integrate complementary businesses. 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 reductions through integration into our platform, (5) strong sales
teams, and (6) technology and services that further build out and differentiate our platform.

Build our intellectual property portfolio. We currently have one issued patent and recently acquired a second issued
patent that we believe has 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 we will succeed in achieving these goals.

Company Background

Mobivity Holdings Corp., a Nevada corporation, formerly Ares Ventures Corporation, was an exploration stage
company with no revenues and a limited operating history until November 2010.

Share Exchange

On November 2, 2010, we completed the acquisition of Mobivity, Inc. (formerly CommerceTel, Inc.), in exchange for
10,000,000 shares of our common stock (the “Share Exchange”). Please refer to Note 1 in the accompanying
consolidated financial statements. Our current operations are conducted entirely by Mobivity, Inc.

In anticipation of the transaction, effective October 5, 2010, we changed our name from Ares Ventures Corporation to
CommerceTel Corporation. In June, 2012, we changed our name to Mobivity Holdings Corp. in conjunction with a
company-wide rebranding.
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Txtstation Acquisition

In April 2011, we acquired substantially all of the assets of the Txtstation interactive mobile marketing platform and
services business from Adsparq Limited (“Adsparq”). The purchase price for the acquisition was 2,125,000 shares of
our common stock and $300,000 in cash. Of the cash portion, $50,000 was paid at closing, with an additional $25,000
payable on the 60th day following closing. The balance is payable in $25,000 installments at the end of each of the
next nine 30-day periods thereafter. We assumed none of Adsparq’s liabilities in the transaction. For a period of one
year following the closing of the transaction, half of the shares of common stock issued to Adsparq were held in
escrow as security for Adsparq’s obligations under the agreement.

In connection with the transaction, we also issued 300,000 shares of our common stock to the controlling stockholder
of Adsparq in consideration of certain indemnification obligations and other agreements. For one year following the
closing of the transaction, the shareholder has agreed not to, directly or indirectly, transfer, donate, sell, assign,
pledge, hypothecate, grant a security interest in or otherwise dispose or attempt to dispose of all or any portion of
shares issued to it (or any interest therein). As a result of the transaction, our headcount increased by seven full time
employees and one part time employee on April 1, 2011.

Mobivity Acquisition

In April 2011, we entered into an acquisition agreement with Mobivity, LLC and Mobile Visions, Inc. to acquire the
assets of their Mobivity interactive mobile marketing platform and services business.

The purchase price for the acquisition was 1,000,000 shares of our common stock, $64,969 in cash paid at closing and
a secured subordinated promissory note of Mobivity, Inc. (our wholly owned subsidiary) in the principal amount of
$606,054. The promissory note earned interest at 6.25% per annum; was payable in six quarterly installments of
$105,526.42 (inclusive of interest) starting May 1, 2011; matured on August 1, 2012. The note was paid in full on
May 31, 2012.

BoomText Acquisition

In August 2011, the Company completed the transactions contemplated under an asset purchase agreement dated June

9, 2011 (the “Agreement”) with Digimark, LLC (“Digimark”) to acquire substantially all of the assets of its BoomText
interactive mobile marketing services business. The effective date of the transaction was August 1, 2011. In
accordance with the terms of the Agreement, as amended, the purchase price for the acquisition consisted of the
following components:

(1) 519,540 shares of the Company’s common stock issued at closing;

(i1) $120,514 in cash paid at closing;

(iii) a secured subordinated promissory note of Mobivity, Inc. in the principal amount of $175,000. This note earned
interest at 6.25% per annum and was paid in full on May 31, 2012.

(iv) an unsecured subordinated promissory note in the principal amount of $194,658 issued by Mobivity, Inc. due and
payable on October 1, 2012, of which $100,000 was outstanding as of the date of this report. This note does not
bear interest; is payable in installments (varying in amount) from August 2011 through October 2012; and is
subordinated to our obligations under the outstanding 10% Senior Secured Convertible Bridge Notes due
November 3, 2011;

(v) an earn-out payment (payable 20 months after closing of the transaction) of a number of shares of our common
stock equal to (a) 1.5, multiplied by our net revenue from acquired customers and customer prospects for the

twelve-month period beginning six months after the closing date, divided by (b) the average of the
volume-weighted average trading prices of our common stock for the 25 trading days immediately preceding the

9
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earn-out payment (subject to a collar of $1.49 and $2.01 per share).

As of December 31, 2012, the dollar value of the earn-out payable is $2,032,881, which is recorded as a current
liability on the accompanying consolidated balance sheet. The estimated number of common shares to be issued to

settle the earn-out payable is 1,364,350. The purchase price also included the assumption of an office lease obligation
and certain of Digimark’s accounts payable.

10
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Industry Background

The area of our business consists of advertising and marketing. While advertising raises awareness and fosters positive
perceptions of a product, service or company through brand-building or individually-targeted campaigns, marketing
activities occur once the consumer decides to interact with the brand, and are focused on convincing the consumer to
take action, for example request information, opt-in to a campaign, or make a purchase.

The Mobile Marketing Association, the premier global non-profit trade association in the area of mobile marketing,
has defined mobile marketing as a set of practices that enables organizations to communicate and engage with their
audience in an interactive and relevant manner through any mobile device or network. Mobile marketing is commonly
known as wireless marketing.

Mobile advertising is a rapidly growing business providing brands, agencies and marketers the opportunity to connect

with consumers beyond traditional and digital media directly on their mobile phones. Today’s mobile phones are
utilized for more than just making and receiving calls. Besides voice services, mobile users have access to data

services such Short Message Service (SMS), also known as text messaging, picture messaging, content downloads and

the Mobile Web. These media channels carry both content and advertising. The mobile phone is an extremely personal

device as each mobile phone typically has one unique user. 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 advertising, 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. Mobile advertising extends to banking, commerce, advertising, video, games and
just about every other aspect of both on and offline life.

Mobile advertising campaigns may 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
advertising 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.

Mobile Web

The Mobile Web is quickly emerging as a mainstream information, entertainment and transaction source for people on
the move as a viable alternative to the PC. Browsing the Mobile Web is similar in many respects to traditional
PC-based Web browsing and provides users with access to news, sports, weather, entertainment and shopping
sites. However, there are some significant differences between PC based access and phone-based access:

The mobile phone is a targeted device with typically only one user. This enables the delivery of relevant
communications causing users to become engaged immediately with campaigns and content resulting in increased
campaign effectiveness.

Mobile phones do not permit detailed search and delivery. Rather, mobile users will usually seek quick access to
succinct information and services. Space on mobile phone screens is at a premium, and users have limited input

mechanisms, so Mobile Web sites need to be easy to navigate using just the mobile phone keypad.

Mobile phones have a broad range of different form factors, screen sizes and resolutions, all of which presents a
challenge for the display and optimal viewing of content and advertising.

11
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Mobile Messaging

Mobile messaging technology enables users to communicate in a so-called asynchronous manner, where messages are
stored in the network and delivered to the recipient as soon as the recipient’s mobile phone can receive it. Once
delivered, the message is stored on the users’ mobile phone. SMS (Short Messaging Service) allows a mobile user to
send and receive a text message of up to 160 characters and across virtually any operator network. This service is also
referred to as “text messaging” or “texting”. All recent mobile phone models support SMS. As a result, the large installed
base of SMS phones creates a large addressable market for SMS-based mobile marketing campaigns. MMS
(Multimedia Messaging Service) is the rich media equivalent to SMS text messages. An MMS message can include
graphics, photos, audio and video, in addition to text. MMS is not yet universally supported by all networks; however
this market segment is growing. SMS and MMS services are together referred to as “mobile messaging” or “messaging”.
The stickiness of Mobile Messaging, the enormous reach of SMS and the rich media capabilities of MMS make this
channel a highly rewarding advertising opportunity.

Mobile messaging represents an opportunity for advertising placement. Media publishers are using messaging to
distribute mobile content. Businesses are providing consumer services through mobile messaging. These messages
provide inventory into which advertisements can be inserted. In addition, it is now possible to purchase advertising in
personal — person-to-person (P2P) — SMS and MMS messages.

Mobile devices have become one of the most widely used means of communication globally. Significant
technological advancements have and are continuing to provide mobile users with increased access to features
previously available only on PCs, such as Internet browsing, email and social networking. As mobile devices have
evolved, they have begun to enable brands and advertising agencies to interact with consumers virtually anytime and
anywhere, optimizing engagement with other traditional media while lowering the cost of customer acquisition and
retention.

As a result, mobile devices have emerged as an important media method for brands and advertising agencies to
interact with consumers. According to ABI Research, mobile marketing and advertising spending is expected to
increase from $1.64 billion in 2007 to nearly $29 billion in 2014.

The Mobivity Solution
We remove three technical barriers to achieve the ultimate goal of engaging the consumer via their mobile devices:

Multimodal Communication: Cell phones are used for voice conversations, to take pictures, sending and
receiving SMS text messages, and several other tasks. Marketers and enterprises need to include multiple
communication modalities when interacting with the mobile consumer. Engaging only one channel to the mobile
consumer, for example SMS text messaging, will only result in a partial engagement with the consumer. We solve
this problem via our carrier-grade integrated infrastructure delivering access to all modes of mobile communication
from SMS to MMS to IVR and beyond.

Campaign Design and Management. The ability to conceptualize, create, and execute mobile marketing
campaigns or enterprise applications in an efficient manner is affected by software and tools available at any given
time. Fragmented tool sets, costly service models, and prolonged time-to-market will impede and impair the growth
of the industry. Our Web-based solution, “C4”, is a unified services creation environment that enables brands and
enterprises to create, manage, and report on campaigns through a set of hosted Web tools.

Analytics. Fragmented analytic solutions (i.e. the lack of a uniform tool set used to analyze mobile consumers’
preferences) only provide insights into disparate modalities of the mobile channel. For example, a Mobile Web

13
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analytics solution reveals a consumer’s Internet consumption while neglecting that same consumer’s SMS and Voice
related activities. Our patent pending ‘“Personalization Engine” leverages an innovative approach to gaining deep insight
into mobile consumer activities and their associated profiles.

14
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We believe that we have a significant advantage over our main competitors for the following reasons:

Proprietary Technology: Our proprietary, patent pending technology enables our customers to reach across all mobile
phone interfaces. We continue to develop, design and deploy enterprise-grade software that we believe is more
advanced than technologies developed by our competitors.

IVR and Voice Capabilities: Our IVR and Voice capabilities allow marketers, content owners, and search operators
the freedom of engaging mobile consumers outside of wireless carrier controlled messaging networks. In many
instances our competitors have outsourced business to us to enable IVR features in their service offerings. This
fundamental advantage has allowed us to quickly penetrate major brands.

In-house Expertise: We believe that our primary technical advantage is that we've built most of our systems in-house,
relieving us from costly software licensing fees associated with IVR platforms, SMS messaging and other
platforms. For example, IVR software typically ranges from $150 to $1,000 per port, plus annual maintenance and
support fees. Our current infrastructure supports over 10,000 IVR ports without any associated IVR licensing costs. In
addition, there are unavoidable provisioning times for interconnecting with VOIP (voice over internet protocol) and
PSTN (public switched telephone networks) that can take a minimum of 90 days, plus another 30 days for equipment
provisioning.

Marketing and Sales

We believe that a successful marketing campaign addressed to mobile marketing and content operators, particularly
large agencies and brands, is largely dependent on strong personal relationships with executives and a solutions-based
sales approach. We intend to employ an executive level sales team capable of fostering direct relationships with
brands while business development resources will focus on channel partnerships through IT systems integrators and
marketing agencies. Due to expansion into the small and medium size enterprise (SME) market with the acquisition
of Mobivity and Boomtext, we also intend to market our solutions to franchises and small individually owned
businesses. We currently employ an inside sales team to exclusively market our SME product to this market segment.

Certain minimum capitalization and financial levels are usually required by large enterprises when seeking technical
vendors. Therefore, we intend to employ a partnership strategy in selling to large enterprises. Partnerships will allow
us to sell into larger enterprises during our early growth period by avoiding having to meet these minimum
capitalization levels.

We also intend to employ a small executive level sales team and continue our market leadership position with
our large brand name client base establishing credibility and entre to prospective, targeted accounts across all vertical
segments. As key accounts are won, and we begin to scale, our strategy will employ a core "Client Services" team to
serve existing clients and drive revenue growth from existing business, while a direct sales force will be tasked with
focusing exclusively on new client relationships.

Our Platform

We believe that the ability to conceptualize, create, and execute mobile marketing campaigns or enterprise
applications are directly affected by software and tools available to design and deliver mobile messaging solutions
efficiently and effectively. We also believe that fragmented tool sets, costly service models, and prolonged

time-to-market will impede and impair the design and delivery of mobile messaging solutions.

Our Web-based solution, “C4”, is a unified services creation environment empowering brands and enterprises with the
ability to create, manage, and report on campaigns through a set of hosted Web tools.
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Research and Development

We have built a strong internal software development team that has many years of experience in the mobile
advertising and marketing industries. As of December 31, 2012, we had two engineers and software developers in our
development centers located at our offices in Chandler, Arizona. Our recent research and development activities have
been focused on enhancements to our platform. Current research and development initiatives continue to focus on
extending our technology into payment processing, location based services, application analytics, and other technical
opportunities in the evolving mobile industry.

We believe that having a dedicated, highly-trained advanced projects team enables us to effectively address the
rapidly evolving mobile marketing and advertising services market.

Our total research and development expenditures in 2012 and 2011 were $562,549 and $347,884, respectively. We
expect our total research and development expenditures in calendar year 2013 to be approximately $600,000.

Competition

Although the market for mobile marketing and advertising solutions is relatively new, it is very competitive. We
compete with companies of all sizes in select geographies that offer solutions that compete with single elements of our
platform, such as mobile advertising networks, mobile ad serving and ad routing providers, mobile website and
content creators, providers of mobile publishing and application development, SMS aggregators or providers of
mobile analytics. We compete at times with interactive and traditional advertising agencies that perform mobile
marketing and advertising as part of their services to their customers. Some of these entities have significantly
greater resources than we do.

As a result of industry developments, some of our competitors may in the future create an integrated platform with
features similar to ours, for example, Google, Inc.'s acquisition of Admob, Inc. in May 2010, Apple, Inc.'s acquisition
of Quattro Wireless, Inc. in January 2010, and the entry of larger companies such as Nokia, AOL, Microsoft and
Yahoo! into the mobile media markets.

We believe that the key competitive factors that our customers use in selecting solutions include the availability of:

an integrated, scalable and relatively easy to implement platform that can expand the reach of their future campaigns;
solutions providing high quality functionality that meet their immediate marketing and advertising needs;
sophisticated analytics and reporting;
competitive pricing;
existing strategic relationships with customers globally;
high levels of quality service and support; and
a sophisticated and financially stable provider with a proven track record.

We believe that we compete favorably on each of these factors. Our extensive experience managing global marketing
and advertising campaigns, together with experienced professional services to implement and integrate these options

globally, provides us with an advantage that many of our competitors lack.

The consolidation of our competitors offering point solutions into larger organizations with increased resources is a
recent trend in the industry. The effects of such acquisitions on the market are still unclear.

Seasonality
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Our business, as is typical of companies in our industry, is highly seasonal. This is primarily due to traditional
marketing and advertising spending being heaviest during the holiday season while brands, advertising agencies,
mobile operators and media companies often close out annual budgets towards the end of the calendar year. Seasonal
trends have historically contributed to, and we anticipate will continue to contribute to fluctuations in our quarterly
results, including fluctuations in sequential revenue growth rates.
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Intellectual Property

We regard the protection of our developed technologies and intellectual property rights as an important element of our
business operations and as crucial to our success. We rely primarily on a combination of patent laws, trademark laws,
copyright laws, trade secrets, confidentiality procedures and contractual provisions to protect our proprietary
technology. We generally require our employees, consultants and advisors to enter into confidentiality
agreements. These agreements provide that all confidential information developed or made known to the individual
during the course of the individual's relationship with us is to be kept confidential and not disclosed to third parties
except under specific circumstances. In the case of our employees, the agreements provide that all of the technology
which is conceived by the individual during the course of employment is our exclusive property. The development of
our technology and many of our processes are dependent upon the knowledge, experience and skills of key scientific
and technical personnel.

As of December 31, 2012 we owned two patents. Additionally, we have two pending U.S. patent applications. U.S.
Patent number 7991388 B1 was issued on August 2, 2011. This patent covers the Geo-Bio-Metric Pin, a service that
authenticates a user from a feature phone or smart phone using a number of mobile attainable attributes: Geolocation,
Facial Image, Accelerometer, and text messaging. The end goal of the Geo-Bio-Metric Pin service is to authenticate a
user while verifying the following: 1) the user is currently using his/her phone; 2) the user is at the geolocation that
their phone is at; 3) the user is not at another location and using their phone through a proxy; and 4) an impostor is not
using the phone.

In March 2011, we acquired US Patent number 6788769 B1 which covers a method and system for using telephone
numbers as a key to address email and online content without the use of a lookup database. Using this system, a phone
number is used to access a website or an email address in exactly the same way it is used to dial a telephone.

U.S. Provisional Patent Application number 20070249369 was filed on April 25, 2007. This patent application is
described as a system, method and apparatus for delivering Web content to a mobile telephone or related device by
using a dialing code that is provided. In an exemplary embodiment, a user dials a telephone number, or other dialing
code, and subsequently receives content sent to the user's mobile handset. In another embodiment, Web content sent to
the user's phone via a Wireless Application Protocol (WAP) process.

U.S. Provisional Patent Application number 12/983284 was filed on December 8, 2010. This patent application
describes a content delivery method and system comprising receiving, in a first communication mode, a request for
information from a mobile device; sending, in the first communication mode, one or more content selection options;
receiving, in the first communication mode, a selection in response to the one or more content selection options; and
facilitating, in a second communication mode, delivery of content corresponding to the selection to the mobile device.

Any future patents that may issue may not survive a legal challenge to their scope, validity or enforceability, or
provide significant protection for us. The failure of our patents, or our reliance upon copyright and trade secret laws to
adequately protect our technology might make it easier for our competitors to offer similar products or technologies.
In addition, patents may not issue from any of our current or any future applications.

Employees

As of March 1, 2013, we had twenty six full-time employees, two part-time employee and two contract employees.
Sales, marketing, and business development functions are provided by thirteen full time employees and one part time
employee. Engineering and research and development functions are provided by one full time employee, and one
contract employee. Client Services functions are provided by eleven full time employees and one contract
employee. General administration, finance, and executive management consist of five full time employees and one
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Government Regulation

Depending on the products and services that they offer, mobile data service providers may be subject to regulations
and laws applicable to providers of mobile, Internet and VOIP services both domestically and internationally. In
addition, the application of existing domestic and international laws and regulations relating to issues such as user
privacy and data protection, defamation, pricing, advertising, taxation, gambling, sweepstakes, promotions, billing,
real estate, consumer protection, accessibility, content regulation, quality of services, telecommunications, mobile,
television and intellectual property ownership and infringement to wireless industry providers and platforms in many
instances is unclear or unsettled. Further, the application of existing laws regulating or requiring licenses for certain
businesses of our advertisers can be unclear.

It is possible that a number of laws and regulations may be adopted in the countries where we operate, which may be
inconsistent and which could restrict the wireless communications industry, including laws and regulations regarding
network management and device interconnection, lawful interception of personal data, taxation, content suitability,
copyright, distribution and antitrust. Furthermore, the growth and development of the market for electronic storage of
personal information may prompt calls for more stringent consumer protection laws that may impose additional
burdens on companies that store personal information. We anticipate that regulation of our industry generally will
increase and that we will be required to devote legal and other resources to address this regulation.

We are directly subject to certain regulations and laws applicable to providers of Internet and mobile services both
domestically and internationally. The application of existing domestic and international laws and regulations relating
to issues such as user privacy and data protection, marketing, advertising, consumer protection and mobile disclosures
in many instances is unclear or unsettled.

United States Regulatory Environment

In addition to its regulation of wireless telecommunications providers generally, the U.S. Federal Communications
Commission, or FCC, has shown interest in at least three areas that impact our business: research and development
with regards to innovation, competition in the wireless industry and consumer protection with an emphasis on
truth-in-billing. The FCC has examined, or is currently examining, how and when consumers enroll in mobile
services, what types of disclosures consumers receive, what services consumers are purchasing and how much
consumers are charged. In addition, the Federal Trade Commission, or FTC, has been asked to regulate how mobile
marketers can use consumers' personal information. Consumer advocates claim that many consumers do not know
when their information is being collected from cell phones and how such information is retained, used and shared with
other companies. Consumer groups have asked the FTC to identify practices that may compromise privacy and
consumer welfare; examine opt-in procedures to ensure consumers are aware of what data is at issue and how it will
be used; investigate marketing tactics that target children and create policies to halt abusive practices. The FTC has
expressed interest in particular in the mobile environment and services that collect sensitive data, such as
location-based information.

Deceptive Trade Practice Law in the U.S. The FTC and state attorneys general are given broad powers by
legislatures to curb unfair and deceptive trade practices. These laws and regulations apply to mobile
marketing campaigns and behavioral advertising. The general guideline is that all material terms and
conditions of the offer must be "clearly and conspicuously" disclosed to the consumer prior to the buying
decision. The balancing of the desire to capture a potential customer's attention, while providing adequate
disclosure, can be even more challenging in the mobile context due to the lack of space.

Behavioral Advertising. Behavioral advertising is a technique used by online publishers and advertisers to increase
the effectiveness of their campaigns. Behavioral advertising uses information collected from an individual's
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web-browsing behavior, such as the pages they have visited or the searches they have made, to select which
advertisements to display to that individual. This data can be valuable for online marketers looking to personalize
advertising initiatives or to provide geo-tags through mobile devices. Many businesses adhere to industry
self-governing principles, including an opt-out regime whereby information may be collected until an individual
indicates that he or she no longer agrees to have this information collected. The FTC and EU member states are
considering regulations in this area, which may include implementation of a more rigorous opt-in regime. An opt-in
policy would prohibit businesses from collecting and using information from individuals who have not voluntarily
consented. Among other things, the implementation of an opt-in regime could require substantial technical support
and negatively impact the market for our mobile advertising products and services. A few states have also introduced
bills in recent years that would restrict behavioral advertising within the state. These bills would likely have the
practical effect of regulating behavioral advertising nationwide because of the difficulties behind implementing
state-specific policies or identifying the location of a particular consumer. There have also been a large number of
class action suits filed against companies engaged in behavioral advertising.
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Behavioral Advertising-Privacy Regulation. Our business is affected by U.S. federal and U.S. state, as well as EU
member state and foreign country, laws and regulations governing the collection, use, retention, sharing and security
of data that we receive from and about our users. In recent years, regulation has focused on the collection, use,
disclosure and security of information that may be used to identify or that actually identifies an individual, such as an
Internet Protocol address or a name. Although the mobile and Internet advertising privacy practices are currently
largely self-regulated in the U.S., the FTC has conducted numerous discussions on this subject and suggested that
more rigorous privacy regulation is appropriate, including regulation of non-personally identifiable information which
could, with other information, be used to identify an individual. Within the EU, member state data protection
authorities typically regard IP addresses as personal information, and legislation adopted recently in the EU requires
consent for the placement of a cookie on a user device. In addition, EU data protection authorities are following with
interest the FTC's discussions regarding behavioral advertising and may follow suit by imposing additional privacy
requirements for mobile advertising practices.

Marketing-Privacy Regulation. In addition, there are U.S. federal and state laws and EU member state and other
country laws that govern SMS and telecommunications-based marketing, generally requiring senders to transmit
messages (including those sent to mobile devices) only to recipients who have specifically consented to receiving
such messages. U.S. federal, EU member state and other country laws also govern e-mail marketing, generally
imposing an opt-out requirement for emails sent within an existing business relationship.

SMS and Location-Based Marketing Best Practices and Guidelines. We are a member of the Mobile Marketing
Association, or MMA, a global association of 700 agencies, advertisers, mobile device manufacturers, wireless
operators and service providers and others interested in the potential of marketing via the mobile channel. The MMA
has published a code of conduct and best practices guidelines for use by those involved in mobile messaging
activities. The guidelines were developed by a collaboration of the major carriers and they require adherence to them
as a condition of service. We voluntarily comply with the MMA code of conduct. In addition, the Cellular Telephone
Industry Association, or CTIA, has developed Best Practices and Guidelines to promote and protect user privacy
regarding location-based services. We also voluntarily comply with those guidelines, which generally require notice
and user consent for delivery of location-based services.

TCPA. The United States Telephone Consumer Protection Act, or TCPA, prohibits unsolicited voice and text calls
to cell phones through the use of an automatic telephone-dialing system (ATDS) unless the recipient has given prior
consent. The statute also prohibits companies from initiating telephone solicitations to individuals on the national
Do-Not-Call list, and restricts the hours when such messages may be sent. Violations of the TCPA can result in
statutory damages of $500 per violation (i.e., for each individual text message). U.S. state laws impose additional
regulations on voice and text calls. We believe that our platform does not employ an ATDS within the meaning of the
TCPA based on case law construing that term.

CAN-SPAM. The U.S. Controlling the Assault of Non-Solicited Pornography and Marketing Act, or CAN SPAM
Act, prohibits all commercial e-mail messages, as defined in the law, to mobile phones unless the device owner has
given "express prior authorization." Recipients of such messages must also be allowed to opt-out of receiving future
messages the same way they opted-in. Senders have ten business days to honor opt-out requests. The FCC has
compiled a list of domain names used by wireless service providers to which marketers may not send commercial
e-mail messages. Senders have 30 days from the date the domain name is posted on the FCC site to stop sending
unauthorized commercial e-mail to addresses containing the domain name. Violators are subject to fines of up to
$6.0 million and up to one year in jail for some spamming activities. Carriers, the FTC, the FCC, and State Attorneys
General may bring lawsuits to enforce alleged violations of the Act.

Communications Privacy Acts. Foreign, U.S. federal and U.S. state laws impose liability for intercepting
communications while in transit or accessing the contents of communications while in storage. EU member state laws
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also require consent for our receiving this information, and if our carrier customers fail to obtain such consent we
could be subjected to civil or even criminal penalties.
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Security Breach Notification Requirements. EU member state laws require notice to the member state data
protection authority of a data security breach involving personal data if the breach poses a risk to individuals. In
addition, Germany recently enacted a broad requirement to notify individuals in the event of a data security breach
that is likely to be followed by notification requirements to data subjects in other EU member states. In the U.S.,
various states have enacted data breach notification laws, which require notification of individuals and sometimes
state regulatory bodies in the event of breaches involving certain defined categories of personal information. Japan
and Uruguay have also recently enacted security breach notice requirements. This new trend suggests that breach
notice statutes may be enacted in other jurisdictions, including by the U.S. at the federal level, as well.

Children. U.S. federal privacy regulations implementing the Children's Online Privacy Protection Act prohibit the
knowing collection of personal information from children under the age of 13 without verifiable parental consent, and
strictly regulate the transmission of requests for personal information to such children. Other countries do not
recognize the ability of children to consent to the collection of personal information. In addition, it is likely that
behavioral advertising regulations will impose special restrictions on use of information collected from minors for this
purpose.

ItemRisk Factors.
1A.

Risks Related to our Business

We will need additional capital to execute our business plan and fund operations, and we may not be able to obtain
such capital on acceptable terms or at all.

As of December 31, 2012, we had current assets of $445,043, including $363 in cash, and current liabilities of
$9,740,026, resulting in negative working capital of $9,294,983.

Our current assets have decreased and our negative working capital position has increased as a result of continuing
losses from operations. As of the date of this report, and assuming revenue projections for the 4th quarter 2012 and 1st
quarter of 2013 are attained, we believe we have working capital on hand and projected cash equivalents sufficient to
fund our current level of operations through June 2013.

We believe that we require approximately $500,000 of additional working capital in order to fund our current level of
operations over the next 12 months. This estimate assumes that we can convince the holders of our investment notes,
in the aggregate principal amount of $4,342,418, to convert the principal and accrued interest into shares of our equity
securities. If we are unsuccessful in doing so, our working capital requirements will increase commensurately. While
our priority is on generating additional working capital from operations through the sale of our services, we are also
seeking to raise additional working capital through various financing sources, including the sale of our equity and debt
securities and, subject to our commencement of profitable operations, the procurement of commercial debt financing.
However, there can be no guarantees that such funds will be available on commercially reasonable terms, if at all. If
such financing is not available on satisfactory terms, we will be unable to continue our business as desired and
operating results will be adversely affected. In addition, any financing arrangement may have potentially adverse
effects on us or our stockholders. Debt financing (if available and undertaken) will increase expenses, must be repaid
regardless of operating results and may involve restrictions limiting our operating flexibility. If we issue equity
securities to raise additional funds, the percentage ownership of our existing stockholders will be reduced and the new
equity securities may have rights, preferences or privileges senior to those of the holders of our common stock.

The report of our independent registered public accounting firm for the fiscal year ended December 31, 2012, included
herein, states that due to our recurring operating losses from operations, negative cash flows from operations and
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dependence on additional financing to fund operations, there is substantial doubt about our ability to continue as a
going concern.
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We may not be successful in executing our acquisition strategy.

Our future growth will largely depend on the successful continued execution of our acquisition strategy. If we are
unable to acquire other companies in the mobile marketing sector, our growth, valuation and prospects will be
adversely affected. It is possible that acquisition targets will not be receptive to either the valuation offered or our
intention to pay for acquisitions using our common stock as the “currency”. If we are unable to grow other than
organically, our growth prospects will be reduced and our ability to raise capital on acceptable terms and the value of
our common stock will both be compromised.

In addition, our future acquisitions may be expensive and time-consuming and we may not realize anticipated benefits
from them. The specific risks we may encounter in these types of transactions include the following:

Potentially dilutive issuances of our securities, the incurrence of debt and contingent liabilities and amortization
expenses related to intangible assets, which could adversely affect our results of operations and financial condition;

The possibility that staff or customers of the acquired company might not accept new ownership and may transition to
different technologies or attempt to renegotiate contract terms or relationships;

The possibility that the due diligence process in any such acquisition may not completely identify material issues
associated with product and service quality, intellectual property issues, key personnel issues or legal and financial
contingencies; and

Difficulty in integrating acquired operations due to technology constraints or geographical distance.

A failure to successfully integrate acquired businesses for any of these reasons could have a material adverse effect on
our results of operations.

We may not have the liquidity to settle our bridge notes at maturity.

The outstanding principal on our bridge notes totals $4,342,418 at December 31, 2012, and the entire principal and
accrued interest at 10% annually are due April 15, 2013. As of the date of this report, we do not have the ability repay
the bridge notes, there is no certainty that we will have the liquidity necessary to settle the bridge notes including
accrued interest at the maturity date, nor is it certain that the bridge lenders will agree to an extension of the maturity
date or an accommodation favorable to us. Our obligations under the bridge notes are secured by all of our assets. If
we are unable to repay or refinance our obligations under those notes by April 15, 2013, the holders of the notes will
have the right to foreclose on their security interests and seize our assets. To avoid such an event, we may be forced to
seek bankruptcy protection, however a bankruptcy filing would, in all likelihood, materially adversely affect our
ability to continue our current level of operations. In the event we are not able to refinance or repay the notes, but
negotiate for a further extension of the maturity date of the notes, we may be required to pay significant extension fees
in cash of shares of our equity securities or otherwise make other forms of concessions that may adversely impact the
interests of our common stockholders.

Our sales efforts to large enterprises require significant time and effort and could hinder our ability to expand our
customer base and increase revenue.

Attracting new customers to our large enterprise division requires substantial time and expense, especially in an
industry that is so heavily dependent on personal relationships with executives. We cannot assure that we will be
successful in establishing new relationships, or maintaining or advancing our current relationships. For example, it
may be difficult to identify, engage and market to customers who do not currently perform mobile marketing or
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advertising or are unfamiliar with our current services or platform. Further, many of our customers typically require
input from one or more internal levels of approval. As a result, during our sales effort, we must identify multiple
people involved in the purchasing decision and devote a sufficient amount of time to presenting our products and
services to those individuals. The complexity of our services, including our software-as-a-service model, often
requires us to spend substantial time and effort assisting potential customers in evaluating our products and services
including providing demonstrations and benchmarking against other available technologies. We expect that our sales
process will become less burdensome as our products and services become more widely known and used. However, if
this change does not occur, we will not be able to expand our sales effort as quickly as anticipated and our sales will
be adversely affected.
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We may not be able to enhance our mobile marketing and advertising platform to keep pace with technological and
market developments, or to remain competitive against potential new entrants in our markets.

The market for mobile marketing and advertising services is emerging and is characterized by rapid technological
change, evolving industry standards, frequent new product introductions and short product life cycles. Our current
platform or platforms we may offer in the future may not be acceptable to marketers and advertisers. To keep pace
with technological developments, satisfy increasing customer requirements and achieve acceptance of our marketing
and advertising campaigns, we will need to enhance our current mobile marketing solutions and continue to develop
and introduce on a timely basis new, innovative mobile marketing services offering compatibility, enhanced features
and functionality on a timely basis at competitive prices. Our inability, for technological or other reasons, to enhance,
develop, introduce and deliver compelling mobile marketing services in a timely manner, or at all, in response to
changing market conditions, technologies or customer expectations could have a material adverse effect on our
operating results or could result in our mobile marketing services platform becoming obsolete. Our ability to compete
successfully will depend in large measure on our ability to maintain a technically skilled development and engineering
staff and to adapt to technological changes and advances in the industry, including providing for the continued
compatibility of our mobile marketing services platform with evolving industry standards and protocols. In addition,
as we believe the mobile marketing market is likely to grow substantially, other companies which are larger and have
significantly more capital to invest than us may emerge as competitors. For example, in May 2010, Google, Inc.
acquired Admob, Inc. Similarly, in January 2010, Apple, Inc. acquired Quattro Wireless, Inc. New entrants could seek
to gain market share by introducing new technology or reducing pricing. This may make it more difficult for us to sell
our products and services, and could result in increased pricing pressure, reduced profit margins, increased sales and
marketing expenses or the loss of market share or expected market share, any of which may significantly harm our
business, operating results and financial condition.

Our Enterprise customer contracts lack uniformity and often are complex, which subjects us to business and other
risks.

A portion of our customers include some of the largest enterprises which have substantial purchasing power and
negotiating leverage. As a result, we typically negotiate contracts on a customer-by-customer basis and our contracts
lack uniformity and are often complex. If we are unable to effectively negotiate, enforce and account and bill in an
accurate and timely manner for contracts with our key customers, our business and operating results may be adversely
affected. In addition, we could be unable to timely recognize revenue from contracts that are not managed effectively
and this would further adversely impact our financial results.

Our services are provided on mobile communications networks that are owned and operated by third parties who we
do not control and the failure of any of these networks would adversely affect our ability to deliver our services to our
customers.

Our mobile marketing and advertising platform is dependent on the reliability of mobile operators who maintain
sophisticated and complex mobile networks. Such mobile networks have historically, and particularly in recent years,
been subject to both rapid growth and technological change. If the network of a mobile operator with which we are
integrated should fail, including because of new technology incompatibility, the degradation of network performance
under the strain of too many mobile consumers using it, or a general failure from natural disaster or political or
regulatory shut-down, we will not be able provide our services to our customers through such mobile network. This in
turn, would impair our reputation and business, potentially resulting in a material, adverse effect on our financial
results.

If our mobile marketing and advertising services platform does not scale as anticipated, our business will be harmed.
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We must be able to continue to scale to support potential ongoing substantial increases in the number of users in our
actual commercial environment, and maintain a stable service infrastructure and reliable service delivery for our
mobile marketing and advertising campaigns. In addition, we must continue to expand our service infrastructure to
handle growth in customers and usage. If our mobile marketing services platform does not efficiently and effectively
scale to support and manage a substantial increase in the number of users while maintaining a high level of
performance, the quality of our services could decline and our business will be seriously harmed. In addition, if we are
unable to secure data center space with appropriate power, cooling and bandwidth capacity, we may not be able to
efficiently and effectively scale our business to manage the addition of new customers and overall mobile marketing
campaigns.
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The success of our business depends, in part, on wireless carriers continuing to accept our customers' messages for
delivery to their subscriber base.

We depend on wireless carriers to deliver our customers' messages to their subscriber base. Wireless carriers often
impose standards of conduct or practice that significantly exceed current legal requirements and potentially classify
our messages as "spam," even where we do not agree with that conclusion. In addition, the wireless carriers use
technical and other measures to attempt to block non-compliant senders from transmitting messages to their
customers; for example, wireless carriers block short codes or Internet Protocol addresses associated with those
senders. There can be no guarantee that we, or short codes registered to us, will not be blocked or blacklisted or that
we will be able to successfully remove ourselves from those lists. Although our services typically require customers to
opt-in to a campaign, minimizing the risk that our customers' messages will be characterized as spam, blocking of this
type could interfere with our ability to market products and services of our customers and communicate with end users
and could undermine the effectiveness of our customers' marketing campaigns. To date we have not experienced any
material blocking of our messages by wireless carriers, but any such blocking could have an adverse effect on our
business and results of operations.

We depend on third party providers for a reliable Internet infrastructure and the failure of these third parties, or the
Internet in general, for any reason would significantly impair our ability to conduct our business.

We outsource all of our data center facility management to third parties who host the actual servers and provide power
and security in multiple data centers in each geographic location. These third party facilities require uninterrupted
access to the Internet. If the operation of our servers is interrupted for any reason, including natural disaster, financial
insolvency of a third party provider, or malicious electronic intrusion into the data center, our business would be
significantly damaged. As has occurred with many Internet-based businesses, on occasion in the past, we have been
subject to "denial-of-service" attacks in which unknown individuals bombarded our computer servers with requests for
data, thereby degrading the servers' performance. While we have historically been successful in relatively quickly
identifying and neutralizing these attacks, we cannot be certain that we will be able to do so in the future. If either a
third party facility failed, or our ability to access the Internet was interfered with because of the failure of Internet
equipment in general or we become subject to malicious attacks of computer intruders, our business and operating
results will be materially adversely affected.

Failure to adequately manage our growth may seriously harm our business.

We operate in an emerging technology market and have experienced, and may continue to experience, significant
growth in our business. If we do not effectively manage our growth, the quality of our products and services may
suffer, which could negatively affect our brand and operating results. Our growth has placed, and is expected to
continue to place, a significant strain on our managerial, administrative, operational and financial resources and our
infrastructure. Our future success will depend, in part, upon the ability of our senior management to manage growth
effectively. This will require us to, among other things:

implement additional management information systems;
further develop our operating, administrative, legal, financial and accounting systems and controls;
hire additional personnel;
develop additional levels of management within our company;
locate additional office space in various countries; and
maintain close coordination among our engineering, operations, legal, finance, sales and marketing and
customer service and support organizations.
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Moreover, as our sales increase, we may be required to concurrently deploy our services infrastructure at multiple
additional locations or provide increased levels of customization. As a result, we may lack the resources to deploy our
mobile marketing services on a timely and cost-effective basis. Failure to accomplish any of these requirements would
seriously harm our ability to deliver our mobile marketing services platform in a timely fashion, fulfill existing
customer commitments or attract and retain new customers.
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We depend on the services of key personnel to implement our strategy. If we lose the services of our key personnel or
are unable to attract and retain other qualified personnel, we may be unable to implement our strategy.

We believe that the future success of our business depends on the services of a number of key management and
operating personnel, including Dennis Becker, our Chief Executive Officer, Timothy Schatz, our Chief Financial
Officer, Jonathan Twomley, our Director of Engineering, and Michael Falato, Senior Vice President of Business
Development. We currently have employment agreements in place with Mr. Becker and Mr. Schatz. We do not
maintain any key-person life insurance policies. Some of these key employees have strong relationships with our
customers and our business may be harmed if these employees leave us. The loss of members of our key management
and certain other members of our operating personnel could materially adversely affect our business, operating results
and financial condition.

In addition, our ability to manage our growth depends, in part, on our ability to identify, hire and retain additional
qualified employees, including a technically skilled development and engineering staff. We face intense competition
for qualified individuals from numerous technology, marketing and mobile software and service companies. We
require a mix of highly talented engineers as well as individuals in sales and support who are familiar with the
marketing and advertising industry. In addition, new hires in sales positions require significant training and may, in
some cases, take more than a year before they achieve full productivity. Our recent sales force hires and planned hires
may not become as productive as we would like, and we may be unable to hire sufficient numbers of qualified
individuals in the future in the markets where we do business. Further, given the rapid pace of our expansion to date,
we may be unable to attract and retain suitably qualified individuals who are capable of meeting our growing,
creative, operational and managerial requirements, or may be required to pay increased compensation in order to do
so. If we are unsuccessful in attracting and retaining these key personnel, our ability to operate our business
effectively would be negatively impacted and our business, operating results and financial condition would be
adversely affected.

The gathering, transmission, storage and sharing or use of personal information could give rise to liabilities or
additional costs of operation as a result of governmental regulation, legal requirements, civil actions or differing views
of personal privacy rights.

We transmit and store a large volume of personal information in the course of providing our services. Federal, state
and international laws and regulations govern the collection, use, retention, sharing and security of data that we
receive from our customers and their users. Any failure, or perceived failure, by us to comply with U.S. federal, state,
or international privacy or consumer protection-related laws, regulations or industry self-regulatory principles could
result in proceedings or actions against us by governmental entities or others, which could potentially have an adverse
effect on our business, operating results and financial condition. Additionally, we may also be contractually liable to
indemnify and hold harmless our customers from the costs or consequences of inadvertent or unauthorized disclosure
of their customers' personal data which we store or handle as part of providing our services.

The interpretation and application of privacy, data protection and data retention laws and regulations are currently
unsettled in the U.S. and internationally, particularly with regard to location-based services, use of customer data to
target advertisements and communication with consumers via mobile devices. Such laws may be interpreted and
applied inconsistently from country to country and inconsistently with our current data protection policies and
practices. Complying with these varying international requirements could cause us to incur substantial costs or require
us to change our business practices in a manner adverse to our business, operating results or financial condition.

As privacy and data protection have become more sensitive issues, we may also become exposed to potential

liabilities as a result of differing views on the privacy of personal information. These and other privacy concerns,
including security breaches, could adversely impact our business, operating results and financial condition.
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In the U.S., we have voluntarily agreed to comply with wireless carrier technological and other requirements for
access to their customers' mobile devices, and also trade association guidelines and codes of conduct addressing the
provision of location-based services, delivery of promotional content to mobile devices and tracking of users or
devices for the purpose of delivering targeted advertising. We could be adversely affected by changes to these
requirements, guidelines and codes, including in ways that are inconsistent with our practices or in conflict with the
rules or guidelines in other jurisdictions.
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Our management team has limited experience in public company matters, which could impair our ability to comply
with legal and regulatory requirements.

Our management team has only limited public company management experience or responsibilities, which could
impair our ability to comply with legal and regulatory requirements such as the Sarbanes-Oxley Act of 2002 and
applicable federal securities laws including filing required reports and other information required on a timely basis.
There can be no assurance that our management will be able to implement and affect programs and policies in an
effective and timely manner that adequately respond to increased legal, regulatory compliance and reporting
requirements imposed by such laws and regulations. Our failure to comply with such laws and regulations could lead
to the imposition of fines and penalties and further result in the deterioration of our business.

Risks Related to our Common Stock
There has been a limited trading market for our common stock.

There has been a limited trading market for our common stock on the Over-the-Counter Bulletin Board. The lack of
an active market may impair the ability to sell your shares at the time you wish to sell them or at a price that you
consider reasonable. The lack of an active market may also reduce the fair market value of your shares. An inactive
market may also impair our ability to raise capital by selling shares of capital stock and may impair our ability to
acquire other companies or technologies by using common stock as consideration.

Our freely trading share volume will increase significantly.

We have issued and intend to continue to issue additional common shares in the execution of our acquisition strategy,
both increasing the number of free trading shares and dilution. This increase in both free trading shares and total
shares outstanding may have a depressive effect on our stock price and a deleterious effect on our ability to both raise
additional equity capital and complete acquisitions using our common stock as the principal currency.

You may have difficulty trading and obtaining quotations for our common stock.

Our common stock may not be actively traded, and the bid and asked prices for our common stock on the
Over-the-Counter Bulletin Board may fluctuate widely. As a result, investors may find it difficult to dispose of, or to
obtain accurate quotations of the price of, our securities. This severely limits the liquidity of the common stock, and
would likely reduce the market price of our common stock and hamper our ability to raise additional capital.

The market price of our common stock may be, and is likely to continue to be, highly volatile and subject to wide
fluctuations.

The market price of our common stock is likely to be highly volatile and could be subject to wide fluctuations in
response to a number of factors that are beyond our control, including:

dilution caused by our issuance of additional shares of common stock and other forms of equity securities, which we
expect to make in connection with future acquisitions or capital financings to fund our operations and growth, to
attract and retain valuable personnel and in connection with future strategic partnerships with other companies;
announcements of new acquisitions or other business initiatives by our competitors;
our ability to take advantage of new acquisitions or other business initiatives;
quarterly variations in our revenues and operating expenses;
changes in the valuation of similarly situated companies, both in our industry and in other industries;
changes in analysts’ estimates affecting us, our competitors and/or our industry;
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changes in the accounting methods used in or otherwise affecting our industry;
additions and departures of key personnel;
announcements by relevant governments pertaining to additional quota restrictions; and
fluctuations in interest rates and the availability of capital in the capital markets.
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Some of these factors are beyond our control, and the impact of these risks, singly or in the aggregate, may result in
material adverse changes to the market price of our common stock and/or our results of operations and financial
condition.

Our operating results may fluctuate significantly, and these fluctuations may cause our stock price to decline.

Our operating results will likely vary in the future primarily as the result of fluctuations in our revenues and operating
expenses, expenses that we incur, prices of feed used in our business, the price that customer are willing and able to
pay for our products and other factors. If our results of operations do not meet the expectations of current or potential
investors, the price of our common stock may decline.

We do not expect to pay dividends in the foreseeable future.

We do not intend to declare dividends for the foreseeable future, as we anticipate that we will reinvest any future
earnings in the development and growth of our business. Therefore, investors will not receive any funds unless they
sell their common stock, and stockholders may be unable to sell their shares on favorable terms or at all. Investors
cannot be assured of a positive return on investment or that they will not lose the entire amount of their investment in
the common stock.

Our directors and officers will have a high concentration of common stock ownership.

Based on the 23,218,117 shares of common stock that are outstanding as of December 31, 2012, our officers and
directors will beneficially own approximately 33.1% of our outstanding common stock. Such a high level of
ownership by such persons may have a significant effect in delaying, deferring or preventing any potential change in
control of our company. Additionally, as a result of their high level of ownership, our officers and directors might be
able to strongly influence the actions of our board of directors and the outcome of actions brought to our shareholders
for approval. Such a high level of ownership may adversely affect the voting and other rights of our shareholders.

Applicable SEC rules governing the trading of “penny stocks” limit the trading and liquidity of our common stock,
which may affect the trading price of our common stock.

Shares of common stock may be considered a “penny stock” and be subject to SEC rules and regulations which impose
limitations upon the manner in which such shares may be publicly traded and regulate broker-dealer practices in
connection with transactions in “penny stocks.” Penny stocks generally are equity securities with a price of less than
$5.00 (other than securities registered on certain national securities exchanges or quoted on the NASDAQ system,
provided that current price and volume information with respect to transactions in such securities is provided by the
exchange or system). The penny stock rules require a broker-dealer, prior to a transaction in a penny stock not
otherwise exempt from the rules, to deliver a standardized risk disclosure document that provides information about
penny stocks and the risks in the penny stock market. The broker-dealer must also provide the customer with current
bid and offer quotations for the penny stock, the compensation of the broker-dealer and its salesperson in the
transaction, and monthly account statements showing the market value of each penny stock held in the customer’s
account. In addition, the penny stock rules generally require that prior to a transaction in a penny stock, the
broker-dealer make a special written determination that the penny stock is a suitable investment for the purchaser and
receive the purchaser’s written agreement to the transaction. These disclosure requirements may have the effect of
reducing the level of trading activity in the secondary market for a stock that becomes subject to the penny stock rules
which may increase the difficulty investors may experience in attempting to liquidate such securities.

ItemProperties
2.
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We currently lease 6,730 square feet of office space located at 58 W. Buffalo St., Chandler, Arizona. Monthly rental
payments, excluding common area maintenance charges, are $11,557 in 2013, $11,958 in 2014 and $12,357 in 2015.
The 63 month lease term expires December 31, 2015. We believe the property is sufficient for our needs at this time.

We also lease approximately 400 square feet of satellite office space located at 10251 Vista Sorrento Pkwy, San
Diego, California, at a monthly expense of $1,800, on a month to month basis.
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Item 3. Legal Proceedings

As of the date of this report, there are no pending legal proceedings to which we or our properties are subject, except
for routine litigation incurred in the normal course of business, except as set forth below.

In September 2012, we initiated litigation against a former client (the “Defendant”) for failure to pay our invoices for
services rendered under our Master License and Services Agreement. The complaint was filed in Superior Court of
California, San Diego County. The litigation seeks to recover $67,795 in services and interest penalties. As of March
1, 2013 the Company is in negotiation with the Defendant's counsel to settle the debt.

ItemRemoved and Reserved
4.

Part II

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

Our common stock has been included for quotation on the OTC Bulletin Board under the stock symbol “MFON” since
December 9, 2010. From January 2010 to that date, our stock was traded on the OTC.BB under the symbol “AREV”.

Our common stock trades only sporadically and has experienced in the past, and is expected to experience in the
future, significant price and volume volatility.

The following table shows the reported high and low closing bid quotations per share for our common stock based on
information provided by the OTC Bulletin Board for the periods indicated. Quotations reflect inter-dealer prices,
without markup, markdown or commissions and may not represent actual transactions.

Year Ended December 31, 2012 High Low
Fourth Quarter $0.43 $0.22
Third Quarter $0.62 $0.26
Second Quarter $1.04 $0.59
First Quarter $1.50 $1.00
Year Ended December 31, 2011 High Low
Fourth Quarter $1.60 $0.37
Third Quarter $2.00 $1.10
Second Quarter $3.35 $1.25
First Quarter $4.25 $1.45
Holders of Record

As of March 1, 2013, there were approximately 53 holders of record of our common stock, not including shares held
in street name.

Dividend Policy

We paid no cash dividends in respect of our common stock during our two most recent fiscal years, and we have no
plans to pay any dividends or make any other distributions in the foreseeable future. The payment by us of dividends,
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if any, in the future, rests within the discretion of our board of directors and will depend, among other things, upon our
earnings, capital requirements and financial condition.
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Stock Repurchases

We did not repurchase any of our common stock in 2012 or 2011.
Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth additional information as of December 31, 2012 with respect to the shares of common
stock that may be issued upon the exercise of options and other rights under our existing equity compensation plans
and arrangements in effect December 31, 2012. The information includes the number of shares covered by, and the
weighted average exercise price of, outstanding options and the number of shares remaining available for future grant,
excluding the shares to be issued upon exercise of outstanding options.

Number of securities
remaining available for
future issuance under

Number of securities equity compensation
to be issued upon Weighted-average plans (excluding
exercise of exercise price of securities reflected in
Plan Category outstanding options outstanding options column (a))
(@) (b) (©
Equity compensation plans not approved
by security holders (1) 2,860,000 $ 0.63 264,000
Total 2,860,000 $ 0.63 264,000

(1) Comprised of our 2010 Incentive Stock Plan
Item 6. Selected Financial Data

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

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the financial statements and the related notes and other information that are included elsewhere in
this Form 10-K. This discussion contains forward looking statements based upon current expectations that involve
risks and uncertainties, such as our plans, objectives, expectations, and intentions. Actual results and the timing of
events could differ materials from those anticipated in these forward looking statements as a result of a number of
factors, including those set forth under the cautionary note regarding “Forward Looking Statements” contained
elsewhere in this Form 10-K. Additionally, you should read the “Risk Factors” sections of this Form 10-K for a
discussion of important factors that could cause actual results to differ materially from the results described or implied
by the forward-looking statements contained in the following discussion and analysis.

Overview

We are a provider of technology that enables major brands and enterprises to engage consumers via their mobile
phone. Interactive electronic communications with consumers is a complex process involving communication
networks and software. We remove this complexity through our suite of services and technologies thereby enabling
brands, marketers, and content owners to communicate with their customers and consumers in general. From
Presidential elections to major broadcast events, we are pioneers in the deployment of the mobile channel as the
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ultimate direct connection to the consumer.
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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 truly unique and individual address to the
end user. We believe 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 audience. The future of mobile includes banking, commerce,
advertising, video, games and just about every other aspect of both on and offline life. Over 4 million consumers have
been engaged via their mobile device thanks to our technology.

We believe that our mobile marketing and advertising campaign platform is among the most advanced in the industry
as it allows real time interactive communications with consumers. We generate revenue from licensing our software to
clients in our software as a service (SaaS) model, per-message and per-minute transactional fees, and customized
professional services.

Our “C4” Mobile Marketing and Customer Relationship Management (CRM) platform is a hosted solution enabling our
clients to develop, execute, and manage a variety of engagements to a consumer’s mobile phone. Short Messaging
Service (SMS), Multi-Media Messaging (MMS), and Interactive Voice Response (IVR) interactions can all be
facilitated via a set of Graphical User Interfaces (GUIs). Reporting and analytics capabilities are also available to our
users through the C4 solution.

We believe mobile devices are emerging as an important interactive channel for brands to reach consumers since it is
the only media platform that has access to the consumer virtually anytime and anywhere. Brands and advertising
agencies are recognizing the unique benefits of the mobile channel and they are increasingly integrating mobile media
within their overall advertising and marketing campaigns. Our objective is to become the industry leader in connecting
brands and enterprises to consumers’ mobile phones.

Recent Events
Txtstation Acquisition

In April 2011, we acquired substantially all of the assets of the Txtstation interactive mobile marketing platform and
services business from Adsparq Limited (“Adsparq”). The purchase price for the acquisition was 2,125,000 shares of
our common stock and $300,000 in cash. Of the cash portion, $50,000 was paid at closing, with an additional $25,000
payable on the 60th day following closing. The balance was payable in $25,000 installments at the end of each of the
next nine 30-day periods thereafter. We assumed none of Adsparq’s liabilities in the transaction. For a period of one
year following the closing of the transaction, half of the shares of common stock issued to Adsparq were held in
escrow as security for Adsparq’s obligations under the agreement.

In connection with the transaction, we also issued 300,000 shares of our common stock to the controlling stockholder
of Adsparq in consideration of certain indemnification obligations and other agreements. For one year following the
closing of the transaction, the shareholder agreed not to, directly or indirectly, transfer, donate, sell, assign, pledge,
hypothecate, grant a security interest in or otherwise dispose or attempt to dispose of all or any portion of shares
issued to it (or any interest therein). As a result of the transaction, our headcount increased by seven full time
employees and one part time employee on April 1, 2011.

Mobivity Acquisition

In April 2011, we entered into an acquisition agreement with Mobivity, LLC and Mobile Visions, Inc. to acquire the
assets of their Mobivity interactive mobile marketing platform and services business.
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The purchase price for the acquisition was 1,000,000 shares of our common stock, $64,969 in cash paid at closing and
a secured subordinated promissory note of Mobivity, Inc. (our wholly owned subsidiary) in the principal amount of
$606,054. The promissory note earned interest at 6.25% per annum; was payable in six quarterly installments of
$105,526.42 (inclusive of interest) starting May 1, 2011; matured on August 1, 2012; was secured by the acquired
assets of the Mobivity business; and was subordinated to our obligations under our outstanding 10% Senior Secured
Convertible Bridge Notes Due November 3, 2011.
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BoomText Acquisition

In August 2011, the Company completed the transactions contemplated under an asset purchase agreement dated June

9, 2011 (the “Agreement”) with Digimark, LLC (“Digimark™) to acquire substantially all of the assets of its BoomText
interactive mobile marketing services business. The effective date of the transaction was August 1, 2011. In
accordance with the terms of the Agreement, as amended, the purchase price for the acquisition consisted of the
following components:

(1) 519,540 shares of the Company’s common stock issued at closing;

(i1) $120,514 in cash paid at closing;

(iii) a secured subordinated promissory note of Mobivity, Inc. in the principal amount of $175,000. This note earned
interest at 6.25% per annum and was paid in full on May 31, 2012;

(iv) an unsecured subordinated promissory note in the principal amount of $194,658 issued by Mobivity, Inc. due and
payable on October 1, 2012, of which $100,000 was payable as of the date of this report. This note does not bear
interest; is payable in installments (varying in amount) from August 2011 through October 2012; and was
subordinated to our obligations under the outstanding 10% Senior Secured Convertible Bridge Notes due
November 3, 2011;

(v) an earn-out payment (payable 20 months after closing of the transaction) of a number of shares of our common
stock equal to (a) 1.5, multiplied by our net revenue from acquired customers and customer prospects for the
twelve-month period beginning six months after the closing date, divided by (b) the average of the
volume-weighted average trading prices of our common stock for the 25 trading days immediately preceding the
earn-out payment (subject to a collar of $1.49 and $2.01 per share).

As of December 31, 2012, the dollar value of the earn-out payable is $2,032,881, which is recorded as a current
liability on the accompanying consolidated balance sheet. The estimated number of common shares to be issued to
settle the earn-out payable is 1,364,350. The purchase price also included the assumption of an office lease obligation
and certain of Digimark’s accounts payable.

Bridge Note Financing

In 2012, we issued additional 10% Senior Secured Convertible Bridge Notes in the aggregate of $3,533,999. (See
discussion of Bridge Note Financing in Liquidity and Capital Resources, and Note 6 in Notes to Consolidated
Financial Statements).

As of December 31, 2012, the outstanding principal amount of convertible notes payable totaled $4,342,418, and is
due April 15, 2013. The original due date on these convertible notes payable was October 15, 2012, and was extended
via amendment to the convertible note agreements.

In consideration of the note holders’ agreement to extend the maturity date, the amendment provides that the note
holders have the option to convert the principal and interest under the convertible note payable into the securities

offered by the Company in a qualifying equity financing at the lower of (a) the same price paid for such securities by

other investors investing in the financing or (b) $0.50 per share (subject to adjustment in the event of a stock split,

reclassification or the like). Prior to the amendment, the conversion option under the convertible notes payable entitled

the note holders to convert the principal and interest under the convertible notes payable into the securities offered by

the Company in a qualifying equity financing at the same price paid for such securities by other investors investing in

the financing.

Results of Operations
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Year Ended December 31, 2012 Compared to Year Ended December 31, 2011

Revenues

Revenues for the year ended December 31, 2012 were $4,079,745, an increase of $1,555,480, or 62%, compared to
the year ended December 31, 2011. The increase is primarily attributable to the acquisitions of Mobivity and
Txtstation in April 2011 and the acquisition of Boomtext in August 2011, each of which had partial year revenue
recorded in 2011. Additionally we experienced 12% organic growth of Boomtext revenues over the annualized 2011
revenue, and a 49% increase in revenues from CommerceTel operations.

21-

46



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

Table of Contents
Cost of Revenues

Cost of revenues for the year ended December 31, 2012 was $1,300,325, an increase of $313,471, or 32% compared
to the same period in 2011. This increase is primarily attributable to the acquisitions of Mobivity, Txtstation and
Boomtext; and the increased costs for SMS transmission, short code fees, marketing materials, sales commissions,
co-location costs, and merchant fees resulting from the three acquisitions which had partial year expense in the prior
year. Consolidation of vendors and volume pricing reductions contributed to a lower cost of revenues as a percentage
of total revenue, decreasing from 39% in 2011 to 32% in 2012.

Gross Profit

Gross profit for the year ended December 31, 2012 was $2,779,420, an increase of $1,242,009, or 81%, compared to
the year ended December 31, 2011. Gross profit as a percentage of revenue for the year ended December 31, 2012
increased to 68% compared to 61% for the year ended December 31, 2011. The increase is primarily attributable to
the acquisitions of Mobivity, Txtstation, and Boomtext in 2011, and reduced costs related to message transmission
through the consolidation of acquired vendors, negotiated volume discounts, and greater leverage of fixed costs.

General and Administrative

General and administrative expenses for the years ended December 31, 2012 and 2011 were $2,984,531 and
$3,625,799, respectively. Such expenses consist primarily of salaries and personnel related expenses, stock-based
compensation expense, consulting costs and other expenses. The decrease of $641,268 is primarily attributable to the
following changes: decrease in stock-based compensation of $529,865 because fewer awards were granted in 2012;
decrease in consulting related expenses of $238,543 due to reduced dependence on consultants for CFO, accounting
services, and M&A activity in 2012; a decrease in legal expenses of $76,861 due to fewer acquisitions and other
transactions requiring legal review in 2012; an increase in bad debt expense of $93,544 as the accounts receivable
base grew in 2012; an increase in investor relations expense of $62,127 because we engaged additional resources in
2012; an increase in rent of $43,581 because we had only four months of expense for the Boomtext facility in 2011,
and added additional space in 2012.

Sales and Marketing Expense

Sales and marketing expenses for the years ended December 31, 2012 and 2011 were $1,562,520 and $583,284,
respectively. Such expenses consist primarily of salaries and personnel related expenses, stock-based compensation
expense, sales travel, consulting costs and other expenses. The increase of $979,236 is primarily attributable to the
following changes: an increase in payroll related expense of $737,725 because of the headcount added during our
acquisitions in 2011; an increase in stock-based compensation of $36,145 because of the awards granted to the
headcount added during our acquisitions in 2011; an increase in advertising expense of $57,215 because of increased
budget for advertising and marketing activities; and increase in trade show expense of $16,632 because we attended
more tradeshows in 2012.

Engineering, Research, and Development Expense

Engineering, research, and development expenses for the years ended December 31, 2012 and 2011 were $562,459
and $347,884, respectively. Such expenses consist primarily of salaries and personnel related expenses, stock-based
compensation expense, consulting costs and other expenses. The increase of $214,575 is primarily attributable to the
following changes: increase in engineering consulting expense of $167,754 because we used more consultants in
2012, primarily due to consultant resources acquired with our 2011 acquisitions; an increase in payroll related
expenses of $48,050 because of the headcount added during our acquisitions in 2011; an increase in software expense
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of $15,731 because of increased use of outsourced software resources; and a decrease in stock-based compensation of

$27,657 because options for a majority of these employees became fully vested during the year ended December 31,
2012.
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Depreciation and Amortization Expense

Depreciation and amortization expense for the year ended December 31, 2012 and 2011 were $549,151 and $751,072,
respectively. Such expenses consist of depreciation on our equipment and amortization of our intangible assets. The
decrease of $201,921 is primarily attributable to lower amortizable base of our intangible assets in 2012 after the
impairment write-offs that we recorded in 2011 that are discussed below.

Goodwill Impairment and Intangible Asset Impairment

During the years ended December 31, 2012 and 2011, we recorded goodwill impairment charges of $742,446 and
$10,435,170, respectively, related to our three acquisitions in 2011. During the years ended December 31, 2012 and
2011, we also recorded intangible asset impairment charges of $145,396 and $1,325,134, respectively, related to the
same three acquisitions. The impairment charges were based on our valuation of these assets at December 31, 2012
and 2011.

Loss from Operations

Our loss from operations for the year ended December 31, 2012 was $3,767,083, a decrease of $11,763,849, or 76%,
compared to the year ended December 31, 2011. The loss from operations for the years ended December 31, 2012 and
2011 include the non-cash impairment charges discussed above. Without the effect of the impairment discussed
above the loss from operations would have been $2,879,241 and $3,770,628 respectively.

Interest Expense

Interest expense for the years ended December 31, 2012 and 2011 was $4,559,564 and $544,215, respectively. Interest
expense consists of stated or implied interest expense on our notes payable, amortization of note discounts, and
amortization of deferred financing costs.

As discussed in Note 6 in Notes to Consolidated Financial Statements, we extended our bridge notes several times
during the year ended December 31, 2012. At each extension date, we fully amortized the applicable outstanding
discounts, and recorded additional discounts as required by the applicable accounting literature. In addition, we issued
new bridge notes for cash, resulting in the recording of additional discounts and deferred financing charges. As a
result, we recorded interest expense related to amortization of the note discounts on the bridge notes of $3,927,425
during the year ended December 31, 2012 versus amortization of note discounts on the bridge notes of $358,254
during the year ended December 31, 2011. During the years ended December 31, 2012 and 2011, we also recorded
interest expense related to amortization of note discounts on other notes of $7,683 and $12,556, respectively.

Amortization of deferred financing costs for the years ended December 31, 2012 and 2011 was $263,255 and $39,958.
We capitalized costs associated with the note extensions and our new financing, and amortized these costs over the
term of the related notes, resulting in higher amortization during the year ended December 31, 2012.

Stated interest for the years ended December 31, 2012 and 2011 was $361,201 and $133,447, respectively. The
principal balance of our outstanding notes payable was higher in 2012 than in 2011, resulting in higher stated interest
expense for the year ended December 31, 2012.

Change in Fair Market Value of Derivative Liabilities

The change in fair market value for derivative liabilities for the year ended December 31, 2012 was a gain of $359,530
compared to the year ended December 31, 2011 which was a loss of $1,234,145. The value of the derivative liabilities
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at any given date is based on the value of our common stock. In periods when our stock price rises, we expect to
record a loss in the change in fair market value of the derivative liabilities. The increase in the value of our recorded
derivative liabilities of $1,593,675 is primarily attributable to the value of our common stock being lower at December
31, 2012 than it was at previous reporting dates.
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Gain on Adjustment in Contingent Consideration

The gain on adjustment in contingent consideration for the years ended December 31, 2012 and 2011 was $625,357
and $999,347, respectively. These gains represent a reduction in the estimated earn-out payable on the BoomText
acquisition at each year end.

Net Loss

The net losses for the years ended December 31, 2012 and December 31, 2011 were $7,338,927 and $16,312,989,
respectively. Factors affecting the change in net losses are discussed above, the most significant of which is the
impairment charges recorded for goodwill and intangible assets.

Liquidity and Capital Resources

As of December 31, 2012, we had current assets of $445,043, including $363 in cash, and current liabilities of
$9,740,026, resulting in negative working capital of $9,294,983.

Our current assets have decreased and our negative working capital position has increased as a result of continuing
losses from operations. As of the date of this report, and assuming revenue projections for the 4th quarter 2012 and 1st
quarter of 2013 are attained, we believe we have working capital on hand and projected cash equivalents sufficient to
fund our current level of operations through June 2013.

We believe that we require approximately $500,000 of additional working capital in order to fund our current level of
operations over the next 12 months. This estimate assumes that we can convince the holders of our investment notes,
in the aggregate principal amount of $4,342,418, to convert the principal and accrued interest into shares of our equity
securities. If we are unsuccessful in doing so, our working capital requirements will increase commensurately. While
our priority is on generating additional working capital from operations through the sale of our services, we are also
seeking to raise additional working capital through various financing sources, including the sale of our equity and debt
securities and, subject to our commencement of profitable operations, the 