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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS.

McorpCX, Inc.
Balance Sheets

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Total current assets
Long term assets:
Property and equipment, net
Capitalized software development costs, net
Intangible assets, net
Other assets
Total assets

Liabilities and Shareholders' Equity
Liabilities:
Accounts payable
Deferred revenue
Other current liabilities
Notes payable
Total current liabilities
Total liabilities
Shareholders' equity:

September 30, December 31,

Common stock, no par value, 500,000,000 sharesazi, 20,426,158 shares issued and

outstanding at September 30, 2018 and Decemb&(037,
Additional paid-in capital
Accumulated deficit
Total shareholders' equity
Total liabilities and shareholders' equity

2018 2017
(unaudited)

$ 1,469,921 $ 1,616,076
481,919 274,785
1,951,840 1,890,861
89,576 86,551

156,199 301,574

- 6,250

62,496 27,137

$ 2,260,111 $ 2,312,373
$ 481,691 $ 218,107
68,343 80,057

2,150 -

- 8,169

552,184 306,333
552,184 306,333
6,439,846 6,428,997
(4,731,919) (4,422,957)
1,707,927 2,006,040

$ 2,260,111 $ 2,312,373

The accompanying notes are an integral part oktheaudited financial statements.
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Revenue, net
Consulting services
Products and other

Total revenue, net

Cost of goods sold
Labor
Products and other

Total cost of goods sold
Gross profit
Expenses
Salaries and wages
Contract services
Other general and administrative
Total expenses
Net operating los
Interest expense
Other expense
Loss before income taxes

Income tax provision

Net los!

Net loss per sha-basic and diluted

McorpCX, Inc.

Statements of Operations

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

2018 2017 2018 2017
$ 772,081 $ 539,562 $ 2,567,153 $ 1,304,541
161,755 107,874 385,191 242,799
933,836 647,436 2,952,344 1,547,340
407,421 146,030 1,120,502 325,482
215,007 120,055 540,130 320,577
622,428 266,085 1,660,632 646,059
311,408 381,351 1,291,712 901,281
251,111 214,923 684,029 713,363
47,202 4,758 161,453 35,468
262,851 166,139 749,612 485,357
561,164 385,820 1,595,094 1,234,188
(249,756) (4,469 (303,382 (332,907)
(645) (2,449 (1,048 (8,191)
(3,775) (3,777 (4,532 (783)
(254,176) (10,695 (308,962 (341,881)
$ (254,176) $ (10,695 $ (308,963 $ (341,881)
$ (0.01) $ (0.00 $ (0.02 $ (0.02)
20,426,158 20,426,158 20,426,158 20,426,158

Weighted average common shares outstanding-bagidikted

The accompanying notes are an integral part oetheaudited financial statements.
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McorpCX, Inc.
Statements of Cash Flows
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net los:
Adjustments to reconcile net loss to net cash irsegerations:
Depreciation and amortization
Stock compensation expense
Loss on disposal of assets
Unrealized loss (gain) on foreign currency transast
Changes in operating assets and liabilities:
Accounts receivable
Other assets
Accounts payable
Other current liabilities
Deferred revenue

Net cash used in operating activities
INVESTING ACTIVITIES
Equipment purchases
Proceeds from sale of equipment
Capitalized software development costs

Net cash used in investing activities

FINANCING ACTIVITIES
Repayment of notes payable

Net cash used in financing activities
Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information:
Interest paid

Nine Months Ended September 30,

2018 2017
$ (308,962) $ (341,881)
153,074 169,658

10,849 88,111

- 298
- (2,149)
(207,134) (147,878)
(35,359) (2,854)

263,584 98,853

2,150 2,183
(11,714) (12,282)
(133,512) (147,941)
(4,474) (2,353)

- 2,000
- (93,803)
(4,474) (94,156)

(8,169) -

(8,169) -
(146,155) (242,097)
1,616,076 1,925,744

$ 1,469,921 $ 1,683,647
$ 1,048 $ 5,966

The accompanying notes are an integral part ottbeaudited financial statements.
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MCORPCX, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2018
(unaudited)

Note 1: Organization and Basis of Presentation

McorpCX, Inc. (“we,” “us,” “our,” or the “Company”as incorporated in the State of California on &eber 14, 2001. We are
a customer experience (CX) management solutiongpaayndedicated to helping organizations improvearusr experiences,
increase customer loyalty, reduce costs and inenesagnue.

We are a customer experience services companyyedelj consulting and technology solutions to cosocentric
organizations. We are engaged in the business lofedag consulting and professional services thed designed to help
corporations improve their customer listening andtemer experience management capabilities. To engour consultative
solutions, we have developed technology produci$ ificlude on-demand “cloud based” customer expeeiemanagement
software. Our professional and related servicekidtica range of customer experience managemeritegrsuch as research,
training, strategy consulting and process optinorat

The financial statements and related disclosured aad for the three and nine months ended Semeft) 2018 and 2017, are
unaudited, pursuant to the rules and regulatiorth@fUnited States Securities and Exchange Conmmnigs6EC"). The balance
sheet as of December 31, 2017 was derived froraubéed financial statements included in our AnriRe@port on Form 10-K for
the year ended December 31, 2017. Certain infoomatsind footnote disclosures normally included imaficial statements
prepared in accordance with U.S. generally acceptambunting principles ("U.S. GAAP") have been camgbd or omitted
pursuant to such rules and regulations. In ouriopijrthese financial statements include all adjestis (consisting only of normal
recurring adjustments) necessary for the fair state of the results for the interim periods. Thi#sencial statements should be
read in conjunction with the financial statememisluded in our Annual Report for the year endedebgwer 31, 2017, filed on
Form 10-K with the SEC on March 29, 2018. The ltssof operations for the three and nine monthsedrBeptember 30, 2018,
are not necessarily indicative of the results tekgected for the full year. Unless the contexentlise requires, all references to

"McorpCX," "we," "us," "our" or the "Company" are McorpCX, Inc.

Note 2: Recent Accounting Pronouncements

In January 2017, the FASB issued ASU No. 2017-G%08inting Changes and Error Corrections (Topic 26@) Investments—
Equity Method and Joint Ventures (Topic 323). Th8Wadds SEC disclosure requirements for both trentifative and
qualitative impacts that certain recently issuecbaating standards will have on the financial stegets of a registrant when such
standards are adopted in a future period. Specitifse disclosure requirements apply to the adiopif ASU No. 2014- 09,;
ASU No. 2016-02, Leases (Topic 842); and ASU Ndl.&@3, Financial Instruments—Credit Losses (Tof#6)3 Measurement
of Credit Losses on Financial Instruments. In addjt ASU No. 2017-03 conforms certain paragraphthiwithe SEC Staff
Guidance to the guidance issued in Accounting StatsdUpdate No. 2014-01, Investments—Equity Metaiod Joint Ventures
(Topic 323): Accounting for Investments in Qualifidffordable Housing Projects. The Company is auifyeevaluating the
impact of these amendments on its financial statésne

In May 2017, the FASB issued ASU No. 2017-09, Congpgion—Stock Compensation (Topic 718): Scope oflifilzation
Accounting, to provide clarity and reduce both diersity in practice and (2) cost and complexityam applying the guidance in
Topic 718, Compensation—Stock Compensation, toam@h to the terms or conditions of a share-basgthgat award. The
ASU provides guidance about which changes to thes®@r conditions of a share-based payment awaareean entity to apply
modification accounting in ASC 718. The amendments effective for fiscal years beginning after Dmber 15, 2017 and
should be applied prospectively to an award modiifie or after the adoption date. Early adoptigmeignitted, including adoption
in an interim period. The Company adopted ASU 202%vith no material impact to the financial stateise

In May 2014, the FASB issued Accounting Standargsldfe No. 2014-09 (Topic 606) "Revenue from Corsragith
Customers." Topic 606 supersedes the revenue riticrgrequirements in Topic 605 “Revenue Recogniti¢Topic 605) and
requires entities to recognize revenue when coofrthe promised goods or services is transfemwemlistomers at an amount that
reflects the consideration to which the entity estpeo be entitled to in exchange for those goadseovices. We adopted Topic
606 as of January 1, 2018 using the modified rp&rctive transition method. See Note 3 for furthetiads.



In November 2017, the FASB issued ASU No. 2017ihdpme Statement—Reporting Comprehensive Incomei¢Ta20),
Revenue Recognition (Topic 605), and Revenue framti@cts with Customers (Topic 606) (SEC Updatdle ASU amends
SEC paragraphs pursuant to the SEC Staff AccourBuntetin No. 116 and SEC Release No. 33-10403ckvliiring existing
guidance into conformity with Topic 606, Revenuenfr Contracts with Customers. The amendments wdgeetize upon
issuance. The Company has evaluated the impa&vemue recognition and does not expect these aneridito have a material
effect on its financial statements.



In February 2018, the FASB issued ASU No. 2018T&;hnical Corrections and Improvements to Finankiatruments —
Overall (Subtopic 825-10): Recognition and Measwetf Financial Assets and Financial Liabilitiediich retained the current
framework for accounting for financial instrumerits generally accepted accounting principles (GAAR) made targeted
improvements to address certain aspects of redognineasurement, presentation, and disclosurénandial instruments. The
amendments in this Update are effective for fisemrs beginning after December 15, 2017, and mt@eériods within those
fiscal years beginning after June 15, 2018. The @om adopted ASU 2018-03 with no material impactthe financial

statements.

In February 2018, the FASB issued ASU No. 2018-R2classification of Certain Tax Effects From Accuated Other
Comprehensive Income. The ASU amends ASC 220, lac&tatement — Reporting Comprehensive Income, bowaa
reclassification from accumulated other comprehengicome to retained earnings for stranded teectsfresulting from the Tax
Cuts and Jobs Act.” In addition, under the ASU eatity will be required to provide certain disclossi regarding standard tax
effects. The ASU is effective for all entities fitlscal years beginning after December 15, 2018, iatadtim periods within those
fiscal years. Early adoption is permitted. The Campis currently evaluating the impact of the agwpbf ASU No. 2018-02 on
its consolidated financial statements.

Note 3. Revenues
Adoption of ASC Topic 606, "Revenue from Contractswith Customers”

On January 1, 2018 we adopted Topic 606 using tbdiffed retrospective method applied to those @mtsr which were not
completed as of January 1, 2018. Results for reppgeriods beginning after January 1, 2018 arsgnid under Topic 606,
while prior period amounts are not adjusted andiooa to be reported in accordance with our histagcounting under Topic
605.

We did not have a cumulative impact as of Janua018 due to the adoption of Topic 606 and thesis mot an impact to our
statements of operations for the three and ninetlmsemded September 30, 2018 as a result of agphopic 606.

Revenue Recognition

The Company’s revenue consists primarily of prafess and consulting services, as well as reimthlesaxpenses billed to
clients, software-enabled product sales and otkgerues. Consulting services include customer équa management
consulting in the areas of strategy developmeanmhg, education, training and program design,iacidides the articulation of
customer-centric strategies and implementationnagud in support of these strategies. Product revenfrom productized and
software-enabled service sales not elsewhere fitakswhile other revenue includes reimbursementetdted travel costs and
out-of-pocket expenses.

The consulting services are contracted under masters and conditions with statements of work (“SQ\defined for each
project. A typical consulting SOW will span a pefiof 60-180 days and will usually be billed to ttleent based on certain
milestones being achieved throughout the SOW. Tdragany recognizes revenue based upon a percerftagepletion of each
SOW during each project, which are typically 60-X&(@s in duration. In addition, we typically induavel other miscellaneous
expenses during work on each SOW which we billuo dients for reimbursement. The travel and miacglous expenses are
recognized in revenue on a percentage of work cet@asis.

Contract costs, such as commissions, are typigadlyrred contemporaneously with the pattern of neeerecognition and, as
such, are expensed as incurred.

Consulting Service Revenues

The Company’'s consulting services are project based include the articulation of customer-centricategies and
implementation roadmaps in support of these stimtéedhe performance obligation in these projestthé delivery of specific
findings reports as it pertains to the customereerpce being analyzed. These projects include stoife payments for
completion of different phases of the project araliacluded in the transaction price. These milestpayments are deemed to be
fixed because the milestones are within the comtfdhe Company. The projects also include reimdloles expenses, which are
part of the transaction price and deemed variabhsideration. These reimbursable expenses areagstint contract inception.
Given the confidentiality provisions in the agreemand the nature of the services being perforntieel, Company has no
alternative use for the specific findings reporhefiefore, the Company recognizes the transactiare mver time, based on
percentage of completion of the milestones in trdrect.






Product and other revenue

Product and other revenue during 2018 has primasbn derived from reimbursable expenses chargelietuts and to a lesser
degree from product sales and related revenue. pidatuct related portion of this revenue origindtesn the utilization of the
Company’'s web-hosted Touchpoint Mapping On-Demapglieation (“Touchpoint Mapping”), which is desighdo gather
customer satisfaction data, track brand perceptiand analyze results. Touchpoint Mapping is a S&xftware as a Service)
subscription-based technology application, whichivés revenue from the following sources: nonrefliid setup fees,
subscription fees, professional service fees, amswdting fees related to implementation, custotiopa configuration, training,
and other value-added services. Customer licdnsd®uchpoint Mapping are not subject to the lgieg guidance in Topic 606
because the customer can't take possession obftvease at any time and the customer would notlile 8 operate the software
on its own or with another third party. Fees chdrge customers of Touchpoint Mapping may includglementation, setup,
training and license fees for the application. Rexegenerated from Touchpoint Mapping (either diyettrough licensing fees
or fees received through support functions) is gaced on a straight-line basis because the Comparfigations under its
contracts concerning Touchpoint Mapping are deemeedbe stand-ready obligations due to the fact that Company is
contractually required to provide access to Touattplapping and customer support on a daily baS@sequently, usage of
Touchpoint Mapping by customers does not affectahsity of customers to access the applicatioroor customer support
functions. For these reasons, revenue is recogoizedstraight-line basis over the contract peribhillings are front loaded, this
will result in a deferral of revenue during the trat period. For recognition purposes, we do mdiundle such services into
separate performance obligations as their pattetmansfer does not differ.

The aggregate amount of the fees received fronomests that are allocated to product and other rev@erformance obligations
that are unsatisfied (or partially unsatisfied) disSeptember 30, 2018 is $68,343 and included ferdsd revenue on the
accompanying balance sheet. The Company expeatsctanize revenue of $68,343 in the next 12 mongfated to these

unsatisfied (or partially unsatisfied) performamtgigations. Revenue related to these performahtgations are not expected to
be recognized beyond fiscal year 2018.

Arrangements with Multiple Performance Obligations

The Company’s contracts with customers may inclosdtiple performance obligations. For such arrangets, the Company
allocates revenue to each performance obligatisedan its relative standalone selling price. Tben@any generally determines
standalone selling prices based on the prices ebdagcustomers. If the pattern of transfer of warfor each obligation does not
differ, the Company does not allocate revenue ézi§ip performance obligations.

Deferred Revenues (Contract Liabilities)

The Company records deferred revenues when cagheudy are received or due in advance of our pedoce including
amounts which are refundable.

Payment terms vary by customer and the productemices offered. The term between invoicing anémwbayment is due is not
significant. For certain products or services aust@mer types, full or a partial payment of therentontract is required before
the products or services are delivered to the custo

During the nine months ended September 30, 2018gweegnized revenue of $80,057, related to ourraohtiabilities included
in deferred revenue at December 31, 2017. Duriaghthe months ended September 30, 2017 we recagrézenue of $51,029,
related to our contract liabilities included in eleed revenue at December 31, 2016. There wasvemue recognized for the
three months ended September 30, 2018 or 2017edelat deferred revenue balances for December 317 2Bd 2016,
respectively.

Contract Assets

Given the nature of the Company’s services andraoty, it has no contract assets.

Practical Expedients and Exemptions

Contract costs consist primarily of sales commissioThe Company generally expenses sales comnssswen incurred

because the amortization period would have beeryeaeor less and they are only due and payable tgm®ipt of payment from
the client. These costs are recorded within saldsw@arketing expenses.

The Company does not disclose the value of ungatigferformance obligations for (i) contracts wath original expected length

of one year or less and (ii) contracts for which mweognize revenue at the amount to which we hageright to invoice for
services performed.






Note 4: Capitalized Software Development Costs

Costs incurred to develop Software as a Servicagptechnology consist of external direct costenaferials and services and
payroll and payroll-related costs for employees wlirectly devote time to the project. Research dekelopment costs incurred
during the preliminary project stage are expensetheurred. Capitalization begins when technolddieasibility is established.
Costs incurred during the operating stage of tligvaoe application relating to upgrades and enhiaueces are capitalized to the
extent that they result in the extended life of pneduct. All other costs are expensed as inculEggenses relating to upgrades
and enhancements were capitalized during the nm&thm ended September 30, 2017 in the amount gB893There were no
expenses capitalized during the nine months endpteBber 30, 2018.

Amortization of software development costs commédne®en the product was available for general reléascustomers. The
capitalized costs are amortized on a straightBiass over the three-year expected useful liflnefsoftware. Capitalized software
development costs, net of amortization, were $185,&nd $301,574 as of September 30, 2018 and DereBh 2017,
respectively. Amortization expense incurred durthg nine months ended September 30, 2018 and 20%7$445,375 and
$142,277, respectively and is included in costarfds sold in the statements of operations.

Note 5: Intangible Assets

Intangibles consist of the following as of Septenit@ 2018.

2018
Accumulated

Gross Amortization Net Book Value

Website development costs $ 70,188 $ (70,188) $ -
Media distribution rights 25,000 (25,000) -
Intellectual property 5,000 (5,000) -
LinkedIn Group 2,500 (2,500) -
Organization costs 1,377 (1,377) -
Total intangibles $ 104,065 $ (104,065) $ -

Total amortization of intangible assets was $6,260 $22,906 for the nine months ended Septembe2@D8 and 2017,
respectively.

Note 6: Stock-Based Compensation

In December 2015, we adopted a revised share opteom in which Plan Shares cannot exceed 10% ofdta issued and
outstanding shares at any given time. All stockaspgrants have an exercise price equal to thenfaitket value of our common
stock on the date of the grant and all option grdvave a 10-year term. This share option plan wasoaed by the Company’s
shareholders at the annual meeting of sharehoteefgigust 10, 2016.

To calculate the fair value of stock options atdlage of grant, we use the Black-Scholes optiocimgimodel. The volatility used
is based on a blended historical volatility of own stock and similar sized companies due to thédd historical data available
for our own stock price. The expected term wasmined based on the simplified method outline&taff Accounting Bulletin
No. 110. The risk-free interest rate for periodthim the contractual life of the option is basedtbe U.S. Treasury yield curve in
effect at the time of grant.

At September 30, 2018, 1,350,000 stock options weezcisable and $10,849 of total compensation radated to share-based
compensation grants had been recognized for the months ended September 30, 2018. Unrecognizegeswation expense
from stock options was $116,226 at September 308,2@hich is expected to be recognized over a wedyaverage vesting
period of 2.88 years beginning October 1, 2018.



The following table summarizes our stock optionétgt for the nine months ended September 30, 2018:

Weighted
Weighted Average
Average Remaining Aggregate
Number of Exercise Contractual Intrinsic
Term (in
Shares Price years) Value
Outstanding at December 31, 2017 1,350,000 $ 0.6C 6.07 -
Granted 700,000 0.2¢ 6.0C -
Exercised - - - -
Forfeited or expired - - - -
Outstanding at September 30, 2018 2,050,000 $ 0.47 6.8¢ -
Exercisable at September 30, 2018 1,350,000 $ 0.6C 532 $ -

During the nine months ended September 30, 20&8Ctmpany granted 700,000 options to certain engglowf the Company
with an incremental vesting schedule over 3 yeard @ weighted-average grant date fair value of %0Qf the total options

granted during the period 400,000 have a ten year &ind 300,000 have a five year term. The followassumptions were used
to calculate weighted average fair values of theoop granted in the nine months ended SeptembeP@IB. There were no
options granted during the nine months ended Sdq@e0, 2017.

2018
Expected life (in years) 3.50- 6.00
Risk-free interest rate 2.79%
Volatility 139.34%-162.16%
Dividend yield -
Weighted average grant date fair value per optranted $ 0.17

Note 7: Concentrations

We sell products and services under various teonasliroad range of companies across multiple inggstanging from start-ups
to Fortune 500 companies, with sales historicadigaentrated among a few large clients. We continuaake efforts to mitigate
risk from loss of a single client and shift salesm@entration to a more even distribution amongadients. For the nine months
ended September 30, 2018 and 2017, the percentagies and the concentrations are:

2018 2017
Largest client 39% 31%
Second largest client 28% 17%
Third largest client 13% 16%
Next three largest clier 15% 23%
All other clients 5% 13%
100% 100%

Sales are made without collateral and the crethited losses have been insignificant or non-existéocordingly, there is no
provision made to include an allowance for doubdfttounts.

Note 8: Debt

On September 16, 2011, a $100,000 CAD note wasute@avith an individual, a 1.86% shareholder. Theeris structured to

incur a balloon payment of the principal and 4% ARIR-compounding accrued interest on its amendddrityadate of October

31, 2017. Effective October 31, 2016 the note'siptes maturity date of September 16, 2016 was aeetal extend the maturity
date to October 31, 2017. In October 2017, $66y24F paid to the note holder and the remaining loelarf $8,169 was paid in
February 2018 fully satisfying the debt. The batamt $8,169 is presented under notes payable orbdlence sheet as of
December 31, 2017 and there were no fees or pesaiicurred by the Company. There was no notesbp@yslance as of
September 30, 2018. We have recorded a foreigremeyrloss of $911 and gain of $1,409 during thee mimonths ended
September 30, 2018 and 2017, respectively, retatéfie revaluation of this note's principal from Q4o USD.



Interest expense was $1,048 and $8,191 for the mmeths ended September 30, 2018 and 2017, resglgciind consists of
interest on our short-term promissory notes, areditcard balances.

Note 9: Going Concern

The accompanying financial statements and noteg l@en prepared assuming that the Company willimmgtas a going
concern.
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We have had material operating losses and havgetatreated positive cash flows. These factore raibstantial doubt as to our
ability to continue as a going concern. However, a@atinue to improve our core consulting servioegenue and are seeking
ways and have implemented plans to reduce operatisy in order to reduce our net operating los¥és. believe that our
increased revenues and improved net losses inelileended December 31, 2017 and the nine montleslSeptember 30, 2018
compared to our financial results for the nine rherended September 30, 2017 coupled with our calsimde of $1,469,921 at
September 30, 2018 and our belief that sufficiemdfng may be available from private placemente@ifity securities or
additional borrowings if needed will enable us teahour liquidity needs over the next 12 monthswitbstanding the foregoing,
our longer-term ability to continue as a going aancis entirely dependent upon our ability to ackia level of profitability,
and/or to raise additional capital through debaificing and/or through sales of common stock. Weataprovide any assurance
that profits from operations, if any, will generatefficient cash flow to meet our working capit@eds and service our existing
debt, nor that sufficient capital can be raisedulgh debt or equity financing. The financial staé@ts do not include adjustments
related to the recoverability and classificationasbet carrying amounts or the amount and claa8dit of liabilities that might
result should we be unable to continue as a gaingern.

Note 10:Basic and Diluted Net Income / (Loss) per Share

The Company follows FASB ASC 260, “Earnings Perr8havhen reporting Earnings Per Share resultintheépresentation of

basic and diluted earnings per share. Net incooss)Iper share was computed by dividing the neinmec(loss) by the weighted
average number of common shares outstanding dthingeriod. For the three and nine months endeteBéer 30, 2018 and
2017, the assumed exercise of share options igldutive and are excluded from the determinatibmet income (loss) per share
— basic and diluted. The share options were ahttidé due to the Company’s net loss or the Comfgmogmmon stock average
market price was less than the share options eseeprice. Accordingly, net income (loss) per stesic and diluted are equal in
all periods presented. Securities that were nduded in the diluted per share calculations becalieg would be anti-dilutive

were vested options to purchase common stock 801080 and 1,425,000 as of September 30, 2018 @&hd 2espectively.

Three Months Ended Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Net los: $ (254,176) % (10,69H $ (308,96 $ (341,881)
Basic and diluted weighted average common shares
outstanding 20,426,158  20,426,15 20,426,15 20,426,158
Net loss per share, basic and dilt $ (0.01) $ (0.00 $ (0.02) $ (0.02)

Note 11: Related-Party Transactions

During the nine months ended September 30, 20X®ngany controlled by the Company’s former Chieké&isive Officer
purchased from the Company an internet domain rthatevas obsolete and not being used in the busimasneeded for the go-
forward business for $2,000 that is included ireothcome (expense) on the statements of operations

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS.

Cautionary Statement

This Management'’s Discussion and Analysis inclual@simber of forward-looking statements that reftaat current views with
respect to future events and financial performafaeward-looking statements are often identifiedvioyrds like: “believe,”
“expect,” “plan”, “estimate,” “anticipate,” “intentl “project,” “will,” “predicts,” “seeks,” “may,” “would,” “could,” “potential,”
“continue,” “ongoing,” “should” and similar expréess, or words which, by their nature, refer toufiet events. You should not
place undue certainty on these forward-lookingest&nts, which apply only as of the date of thisnkFd0-Q. These forward-
looking statements are subject to certain risks wrakrtainties that could cause actual resultsfferdnaterially from historical
results or from our predictions. We undertake nligakion to update or revise publicly any forwambking statements, whether
because of new information, future events, or otiss.

LTS ” o " ou " o ” o,



Unless the context otherwise requires, all refezerio "McorpCX," "we," "us," "our" or the "Compangte to McorpCX, Inc. and
our subsidiaries.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordaitbegenerally accepted accounting principleshia United States (“GAAP”).
The preparation of these financial statements reguis to make estimates and assumptions that #ffeceported amounts of
assets, liabilities, revenue, expenses and retiisetbsures. We evaluate our estimates and assumspin an ongoing basis. Our
estimates are based on historical experience amidugaother assumptions that we believe to be redde under the
circumstances. Our actual results could differ fithese estimates. We believe that the assumptimhestimates associated with
revenue recognition, income taxes, stock-based easgiion, research and development costs and immgatrof long-lived
assets have the greatest potential impact on nandial statements. Therefore, we consider thed® tour critical accounting
policies and estimates.

A description of the Company’s critical accountipgjicies and related judgments and estimates ffedtahe preparation of the
Company’s financial statements is set forth in unthe heading “Critical Accounting Policies and iEsttes” in Item 7,
Management’s Discussion and Analysis of the ComjsaAgpnual Report on Form 10-K for the year endeaésber 31, 2017.
With the exception of the adoption of Topic 606cdissed in Note 3, such policies were unchangeahgltiie nine months ended
September 30, 2018.
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Overview

We are a customer experience (CX) management sofuttompany dedicated to helping organizations dowgrcustomer
experiences, increase customer loyalty, reduce @t increase revenue. We believe that delivératter customer experiences
is a powerful, sustainable way for any organizatiodifferentiate themselves from their competitits such, we are engaged in
the business of providing customer experience fdwonsulting services and where applicable, defigeechnology-enabled
products and professional services that are desigmbelp corporations improve their customer figig and customer experience
management capabilities with the goal of helpirenttdesign and deliver better experiences for theitomers.

Our primary source of revenue is derived from oomsuilting services which are intended to help prilmdarge and medium
sized organizations plan, design and deliver betistomer experiences in order to maximize theurreon investment, improve
efficiency, and increase the adoption of our présl@nd services. Our services offered include geaaf customer experience
management consulting services in the areas ocargsestrategy development, planning, educati@mitrg and best practices, as
well as providing customer-centric strategies anglémentation roadmaps in support of these stregegi

Our products include on-demand “cloud based” custoexperience management software such as Toudh@aipping® On-
Demand (also marketed as McorpCX | Insights), reteto as “Touchpoint Mapping”, and McorpCX | Pei@o

Touchpoint Mapping is a research-based online Zofivas-a-Service (“SaaS”) solution designed to igeovinsights to
organizations that can help them improve customdreanmployee experience, brand, and loyalty. leisighed to be a solution for
customer-centric organizations to measure and gati&tomer data across all their touchpoints, cénand interactions with
their customers.

McorpCX | Persona, another online SaaS solutiorgesigned for developing and managing customeroparsas well as
automating the currently manual process of devatppinanaging and sharing persona across corposatiois designed to help
customer-centric businesses and the agencies ausdiltancies that serve them to better understaomhect with and serve their
customers.

There are many potential unforeseen and signifiozentket and competitive risks associated our cumpenducts and services.
Though we released the first version of TouchpMapping in 2013, and we released the first vergibMcorpCX | Persona in
2016, neither product has generated significaeissavenue to date, and we cannot predict the gimirprobability of generating
material sales revenue from either of them.

As of the date of this report, we have yet to eregdg necessary sales and marketing staff or {hebddies required to identify,
develop, and close material product sales oppdigsniand currently lack sufficient resources takatand sell our products in
the manner which we believe is required to achieweproduct sales and revenue growth objectiveis dur expectation that
numerous unforeseen challenges will be encountasede continue to develop, market, distribute agltl ur products and
services.

Although management still believes that offeringhteology enabled consulting services can provide-term profitability and

we intend to continue to explore ways to succelysidmmercialize our software products, in the sthem, we are focused on
expanding our consulting business which we belieag lead to greater revenues for the Company andhwtould be utilized

for cross sale of technology products to our cdmsglclients. We intend to continue to evaluate eaftware products to
determine the next phase of new product developruetstpotential enhancements to our existing produité or identify other

software products that may be more conducive tpatjmg our CX consulting expertise.

The Company is in the process of determining thénwd path forward for our software products basedcurrent market
dynamics, the competitive environment and custdierdback. We continue to evaluate various potestiategies with the goal
of improving our ability to achieve additional renee and profit growth for both our software produas well as our consultant
services. These possible strategies, which arergignéocused on ways to create a more complete slhcustomer experience
solutions for our clients, include further softwanetechnology development expenditures, pursuihefger, acquisitions or joint
ventures with companies that provide complimenfagducts and services, software licensing arrang&snand investment in
additional infrastructure within our Company. Eaxtithese possible strategies will be thoroughlyadby our board of directors
to assess the expected level of enterprise vakeation for each strategy compared to the variosissrassociated with each
possible scenario. In addition, we may requireariting to pursue these strategies that is beyondcorrent financial
resources. Accordingly, there is no assurance wieatvill be able to pursue any strategies thatideatified by our board of
directors.

We cannot assure you that we will be able to compatcessfully against current or potential conqesti or that competition
will not have a material adverse effect on our besss, financial condition and operations.
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Summary of Financial Results
Select financial highlights for the three and ninenths ended September 30, 2018:

e Total revenue increased by 44% from $647,436 dutieghird quarter of 2017 to $933,836 during thiedt quarter of 201
and by 91% from $1,547,340 in the first nine morm@h2017 to $2,952,344 in the first nine month2018.

e We recorded net losses of $254,Hrél $308,962 in the third quarter and first ninenthe of 2018, respectively, compa
to net losses of $10,695 and $341,881 for the tnii@tter and first nine months of 2017.

® The Company reported EBITOR of ($204,478) and ($154,840) in the third quartaed dirst nine months of 201
respectively, compared to $45,962 and ($164,03®)arthird quarter and first nine months of 2017.

e The Company had a cash balance of $1,469,921 aer8bpr 30, 2018 compared to a cash balance of §0B &
December 31, 2017.

@ \we define EBITDA as net income (loss) plus interes¢, depreciation and amortization expensescivsider EBITDA to be

a meaningful supplement to net income (loss) asrfopnance measure primarily because depreciatidraenortization expenses
are not actual cash costs, and interest and tagnsgg are not related to our direct operating iiedv See below for a
reconciliation of net income (loss) to EBITDA.

Sources of Revenue

Our revenue consists primarily of professional aodsulting services, reimbursable expenses bilkedlients, and software-
enabled product sales and other revenues. Corgsskirvices include customer experience managemesutting in the areas of
strategy development, planning, education, traingmgl program design, and includes the articulabéncustomer-centric

strategies and implementation roadmaps in supdotttese strategies. Product and other revenue gi@@i8 was principally

related to revenue from reimbursement of expenslesl lbo clients and to a lesser degree from préided and software-enabled
service sales.

Our current plan of operations is based on enhgnour consulting service revenue to open possipfgodunities to cross-sell

our third party licensed products to our clienteider to establish more recurring revenue. Wecgnatie that fees for professional
and consulting services will remain our most siigaifit revenue source in the foreseeable futureheie not obtained material
stand-alone sales commitments for Touchpoint MappinMcorpCX | Persona, and do not anticipate balrlg to do so until we

engage the necessary sales and marketing stadfrtdap and execute product sales opportunitiesn@uhe second half of 2017,
we stopped further development of our softwareraeoto re-assess the product roadmap to betteredtfe future direction of

our software platform.

Cost of Goods Sold and General and Administrative ¥penses
Cost of Goods Sold

Cost of goods sold has historically consisted prinmaf expenses directly related to providing msgional and consulting
services. Those expenses include contract labod-plarty services, and materials and travel expenglated to providing
professional services to our clients. Costs of goaldo includes, but is not limited to, producttetl hosting and monitoring
costs, the cost of licenses for products embedaedhé application, amortization of capitalized ws@fte development
costs, service support costs, and costs relatadcmunt and subscription management.

General and Administrative Expenses

General and administrative expenses consist piliynafrisalary and related expenses for managemebait delivery, finance and
accounting, and sales and marketing. These expatsesnclude contract services, as well as margesind promotion costs,
professional fees, software license fee expensksingstrative costs, insurance, rent and a portibiravel expenses and other
overhead, which are categorized as “other genexhlaaiministrative expenses” in our financial staats. In addition, the other
general and administrative expenses include thiegsmnal fees, filing, and registration costs eaey to meet the requirements
associated with having to file reports with the tddi States Securities and Exchange Commission (“S&tler the Securities
Exchange Act of 1934, as amended (the “Exchang® Astwell as having our stock listed on the TSXnige Exchange (the
“TSX-V") in Canada and quoted on the OTCQB ventuarketplace in the United States.

Sales and marketing expenses are currently refldotesalaries and wages, commissions, contractr ladades, marketing and
promotion, and other related overhead expense aagsg Since we currently recognize revenue overtéhm of the subscriptions



or professional services engagements, we expezterience a delay between increases in sellingmatteting expenses and
the recognition of revenue. We expect to contimumtur significant sales and marketing expensdmth absolute dollars and as
a percentage of expenses as we seek to increatevéhef our sales and marketing activities. Weeaet that total general and
administrative expenses will increase as we coattowadd resources in connection with the growthusfbusiness.
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Results of Operations

Percent
Change from Change
from Prior
Revenue 2018 2017 Prior Year Year
Three Months Ended September 30, $ 933,836 $ 647,436 $ 286,400 44%
Nine Month: Ended September 30, $ 2,952,344 $ 1,547,340 $ 1,405,004 91%

Overall, the 44% increase in total revenues forthinee months ended September 30, 2018 compartbeé &ame period in 2017
was attributed to a 43% increase in consultingisesvrevenue as well as a 50% increase in pro@duntsother revenue for the
three months ended September 30, 2018 comparete period in the prior year. The increase in petgland other revenue
was primarily the result of an increase in revefiam reimbursable expenses, which was partiallgaifby a decrease in product
revenue. The increase in consulting services revémm $539,562 for the three months ended SepteBthe2017 to $772,081
for the same period in 2018 was primarily the restiincreased revenues from both new clients dsasdrom existing clients in
2018 compared to 2017. We have continued to imgrgeon our sales and marketing efforts which altbwe to attract new
clients and cross-sell add-on services to our iegistlients. Product and other revenue largely isted of reimbursable expense
income of $154,580 and $68,570 and only $7,175%3%J304 in product revenue for the three monthed®kptember 30, 2018
and 2017, respectively. As such, the increaseodyzt and other revenue from $107,874 for theettmenths ended September
30, 2017 to $161,755 for the same period in 2018 atiributed to a $86,010 increase in recognizedmee for reimbursable
travel and miscellaneous expenses, which we prdvideconnection with our consulting services, bepagtially offset by a
$32,129 decrease in product revenue during thecuguarter compared to the same quarter in 2017.

Overall, the 91% increase in total revenues foe mronths ended September 30, 2018 compared t@the geriod in 2017 was
attributed to a 97% increase in consulting serviesenue and a 59% increase in products and atirenue for the nine months
ended September 30, 2018 compared to same peridbeirprior year. The increase in consulting ses/icevenue from

$1,304,541 for the nine months ended Septembe2@®L, to $2,567,153 for the same period in 2018 pvasarily the result of

increased revenues from both new clients as weffaa existing clients in 2018 compared to 2017.e Wave continued to
improve our sale and marketing efforts which alldwes to attract new clients and cross-sell addewices to our existing

clients. Product and other revenue largely corgsisfeeimbursable expense income of $362,979 ahd $73 and only $22,212
and $90,826 in product revenue for the three moatited September 30, 2018 and 2017, respectivedysuch, the increase in
product and other revenue from $242,799 for the mimnths ended September 30, 2017 to $385,19hdmame period in 2018
was attributed to a $211,006 increase in recogniegdnue for reimbursable travel and miscellanengenses we provided in
connection with our consulting services being péltioffset by a $68,613 decrease in product regenu

Percent
Change from Change
from Prior
Cost of Goods Sold 2018 2017 Prior Year Year
Three Months Ended September 30, $ 622,428 $ 266,085 $ 356,343 134%
Nine Months Ended September $ 1,660,632 $ 646,059 $ 1,014,573 157%

Cost of goods sold increased by $356,343 and $5@34or the three and nine months ended Septe&the2018, respectively,
compared to the same periods in 2017 due primarilpcreased resources required to support theaserin consulting services
revenue provided during the three- and nine-moetiogds respectively. In the three and nine montitked September 30, 2018,
our labor costs increased by $261,391 and $79506&t{pared to the respective periods in the prior yezinly as a result of the
Company’s need to contract outside services tetasgh delivery of our consulting services in 20I®ere was also an increase
in reimbursable expenses of $91,919 and $202,86théothree- and nine-month periods ended SepteBhe2018 respectively
compared to the same periods in the prior yearchvhias related to an increase in travel and mecetius expenses associated
with the delivery of the increased consulting segsi in 2018. The remaining increase was due teases in other non-
reimbursable expenses.

Percent
Change from Change
from Prior
Net Operating Income (Loss) 2018 2017 Prior Year Year
Three Months Ended September 30, $ (249,756) $ (4,469) $ (245,287) 5,489%

Nine Months Ended September $ (303,382) $ (332,907) $ 29,525 9%



For the three months ended September 30, 2018,adleamet operating loss of $249,756 compared tetaperating loss of
$4,469 for the three months September 30, 2017 iridnease in net operating loss in the currenttguavas primarily a result of
increased labor costs combined with increased tipgraxpenses, which more than offset increaseal tevenues in the third
quarter of 2018 compared to the same quarter if. 2@uring the third quarter of 2018, we increased revenues compared to
the prior year period mostly as a result of certange projects having very short sales cyclesplamliwith the completion of
some uniquely complex projects. To ensure thatewdd complete these projects, we were requiredtitze some short-term,
higher expense third-party resources which incetase labor costs and therefore reduced our piofitya  This increased cost
of resources was the primary driver of the 18% el@®e in gross profit in the three months endede&dpr 30, 2018 compared to
the same period in the previous year. This redocittogross profit margin coupled with higher adretrative expenses also
resulted in a net loss of $254,176 in the thirdrgraof 2018 compared to a net loss of $10,69%hédame quarter of 2017, as
well as a decrease in EBITDA by $250,440 to a fs$204,478 for the three months ended Septembe2@®IB compared to a
gain of $45,962 for the three months ended SepteB8the2017.

For the nine months ended September 30, 2018 weahzet operating loss of $303,382 compared to aopetating loss of

$332,907 for the nine months September 30, 201&.dBerease in net operating loss for the currembgheompared to the same
period in 2017 was primarily a result of increasa@l revenues in the first nine months of 2018 gared to the same period in
2017 being partially offset by increased labor sasbmbined with increased operating expenses inctineent year period

compared to the prior year period. During 2018, faeused on growing our consulting services openatithrough increased
business development activities which resulted 48% increase in gross profit for the nine monthdeel 2018 compared to the
same period in the previous year. Net loss decdets&308,962 in the first nine months of 2018 carep to a net loss of
$341,881 in the same period of 2017, while EBITDdproved slightly by $9,192 to a loss of $154,840tfe nine months ended
September 30, 2018 compared to a loss of $1643Rd¢ nine months ended September 30, 2017.
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We consider EBITDA to be a meaningful supplementntd income (loss) as a performance measure ptmbecause
depreciation and amortization expenses are notcaralacash costs, and interest and tax expensesoanmelated to our direct
operating activities. In addition, we believe EBIADs commonly used by investors and other intecbgi@rties to evaluate our
financial performance. EBITDA does not reflect tihgpact of a number of items that affect our netime (loss), including
financing costs. EBITDA should not be considerechasalternative to net income (loss) or incomesjldsom operations as a
measure of performance, or as an alternative tcastt from operating activities as a measure afdity. EBITDA is an internal
measure and therefore may not be comparable to otimepanies. EBITDA has significant limitations @s analytical tool, and
should not be considered in isolation, or as a tiubss for analysis of our results as reported un@&AP. Some of these
limitations are that EBITDA does not reflect: (ijurocash expenditures, or future requirements, fgpital expenditures or
contractual commitments; (ii) changes in, or casfuirements for, working capital needs; and (l¢ interest expense, or the
cash requirements necessary to service interegrincipal payments, on our outstanding debt (if JarBecause of these
limitations, EBITDA should only be considered aswpplemental performance measure and should natobsidered as a
measure of liquidity or cash available to us toestvin the growth of our business. Because all emes do not calculate
EBITDA in the same manner, EBITDA as calculatedusymay differ from EBITDA as calculated by othemygmnies. We
compensate for these limitations by using EBITDAaasipplemental measure of our performance andligyg primarily on our
GAAP financial statements.

The following table provides a reconciliation ot irecome (loss) to EBITDA for the periods indicated

Three Months Ended Nine Months Ended
September 30, September 30,
2018 2017 2018 2017
Net Income (Loss) $ (254,176) $ (10,69 $ (308,96) $ (341,881)
Depreciation and Amortization (49,053) (54,209 (153,079 (169,658)
Interest expense (645) (2,449 (1,049 (8,191)
EBITDA $ (204,478) % 4596: $ (154,840 $ (164,032)
Percent
Change from Change
from Prior
Salaries and Wages 2018 2017 Prior Year Year
Three Months Ended September 30, $ 251,11 $ 214,923 $ 36,188 17%
Nine Months Ended September $ 684,02¢ $ 713,363 $ (29,339 (4%)

Salaries and wages increased by $36,188 durinthtee months ended September 30, 2018 comparbd s8ame period in 2017
mostly as a result of an increase in salaries 8f3lI0, an increase of $6,200 in payroll taxes,amthcrease of $15,600 in
commissions offset partially by a $4,900 reductiostock-based compensation expense primarilyeeltd certain options
forfeited late in 2017.

Salaries and wages decreased by $29,334 duringrteemonths ended September 30, 2018 comparee t®athe period in 2017
mostly as a result of a decrease in stock-basegeosation expense of approximately $77,300, whiak primarily driven by
the Company not granting options to employees Ugi#lr in 2018 as well as a number of options fetein late 2017. Stock
compensation expense was $10,849 and $88,111 domitte months ended September 30, 2018 and 204peatévely. These
decreases are partially offset with an increask28f900 in salaries and a $2,400 increase in pagea@s as well as an increase in
commissions of $15,600 during the first nine mor@h&2018 compared to the same period in 2017. Rheotal officer’s salary
costs incurred during the nine months ended Semeft) 2017, $21,000 was capitalized.
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We did not incur any software development costseftiver the three or nine months ended Septemhe2@IB primarily due to
the decision to curtail additional software devehgmt halfway through 2017.

Percent
Change from Change
from Prior
Contract Services 2018 2017 Prior Year Year
Three Months Ended September 30, $ 47,202 $ 4,758 $ 42,444 892%
Nine Months Ended September $ 161,453 $ 35,468 $ 125,985 355%

Contract services expenses increased during the #nd nine months ended September 30, 2018 codnjoattee same periods in
2017 primarily due to increased accounting and athtnative costs as well as other expenses asedcigith the additional
personnel required to support increased consufinogects and from the contractor fees related to Ghief Financial Officer
during the current quarter and first nine month2@E8 compared to the same periods in 2017.

Percent
Change from Change
from Prior
Other General and Administrative 2018 2017 Prior Year Year
Three Months Ended September 30, $ 262,851 $ 166,139 $ 96,712 58%
Nine Months Ended September $ 749,612 $ 485,357 $ 264,255 54%

Other general and administrative costs increasethéothree months ended September 30, 2018 cothpatbe same period in
2017 primarily due to an increase in sales and etendx expenses of $50,400 as well as an increagemfassional and legal fees
of $42,100 mostly due to increased accounting flegml fees, and other professional fees relatdoliginess development and
corporate governance activities during the curgertrter compared to the same period in 2017.

Other general and administrative costs increasethfonine months ended September 30, 2018 comparéd same period in
2017 primarily due to an increase in sales and atandx expenses of $134,400 as well as an incregsefessional fees and legal
fees of $143,700 mostly due to increased accourfeeg associated with additional work related te #uoption of new

accounting standard ASC 606 in January 2018, the-geer-year timing of incurring accounting fees,veell as an increase in
legal fees and other professional fees relatedusginbss development and corporate governance taginduring the current

period compared to the same period in 2017. Compuité software expenses also increased by $18@dPared to the same
period in 2017. These increases were partiallyatfby a $38,300 decrease in expenses relatedriniattation, rent and utilities

in the first nine months of 2018 compared to theesgeriod in 2017.

Percent
Change from Change
from Prior
Other Income/Expense 2018 2017 Prior Year Year
Three Months Ended September 30, $ (3,779 $ (3,777) $ 2 (0%)
Nine MonthsEnded September 30, $ (4,532 $ (783) $ (3,749) (479%)

Other income (expense) increased for the nine nsomtided September 30, 2018 when compared to thesponding period in
2017 primarily due to an increase in state usepenses.

Liquidity and Capital Resources

We measure our liquidity in a variety of ways, utihg the following:

September 30, December 31,

2018 2017
Cash and cash equivalents $ 1,469,921 $ 1,616,076
Working capital $ 1,399,656 $ 1,584,528
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Anticipated Uses of Cash

For the nine months ended September 30, 2018 @&ngetlr ended December 31, 2017, we were able dod&éour operations,
including capital expenditures for product develemtand marketing activities with cash generateduijh operating activities,
and cash on hand. The accompanying financial seattsthave been prepared in accordance with GAARcapfe to a going

concern, which contemplates the realization oftasged the satisfaction of liabilities and commiirtsein the normal course of
business.

In 2017 our primary area of investment was protessi staff to support our consulting services,udaig client relationship
management, software development costs duringrtenfilf of 2017 and staff for administration,esbnd marketing activities.

During the first nine months of 2018, our primases of cash included cash paid to professiondltstafipport our consulting
services, professional services along with our gerend administrative support and new businesgldpment activities. It is
currently anticipated that our primary uses of dastihe remainder of 2018 will closely mirror auses of cash during the first
nine months of 2018.

We currently plan to fund our expenditures withtcisws generated from ongoing operations and/oe#&ded, the possibility
may exist to raise additional capital through dets#tincing and/or through sales of common stock.d&v@ot intend to pay
dividends in the foreseeable future. Based upormtinent level of our pipeline of signed contraatsl pipeline of potential new
projects plus our current expectations for futueeqas in light of the current economic environmeve believe that cash flow
from operations and available cash will be adeqtmfmance the capital requirements for our bussnguring the next 12 months.

We continue to seek ways to expand upon our busimed as such, in the future we may make acquisitdd businesses or assets
or commitments to additional capital projects. Thiave the long-term goals of expanding our asmedsearnings, including
through acquisitions, capital resources may beireduDepending on the size of a transaction, #patal resources that may be
required can be substantial. The necessary resoorag be generated from cash flow from operatioash on hand, borrowing
against our assets or the issuance of securitidstheere is no assurance these capital resourdidsevavailable to us when
required.

Cash Flow — Nine months Ended September 30, 2018 2617

Operating ActivitiesNet cash used in operating activities decreaseéfl 83,512 for the nine months ended September (BB 2
compared to $147,941 for the nine months endedeSegr 30, 2017, mostly as a result of increasekl tam a reduction in net
loss of $32,919 combined with a $164,731 increassccounts payable during the current period coetpsr the same period of
2017, being partially offset by a $91,761 incregsaccounts receivable and other assets as wellraduction of the non-cash
stock compensation expenses by $77,262, in thenfine months of 2018 compared to the first ninenths of 2017.

Days Sales Outstanding (“DSQO”), which the Compaafings as the average number of days it takesltect@evenue once a
sale has been made, increased in the first ninghmaf 2018 compared to the same period of ther year. During the nine
months ended September 30, 2018, DSO was appretimé days, up from approximately 31 days during hine months
ended September 30, 2017. The increase in DSO watynattributed to the timing of collections froctients which increased
our accounts receivable balance at September 3@ @mpared to September 30, 2017. In additioméoincreased DSO, our
accounts receivable increased largely due to tlé 4Ad 91% increase in revenue during the threeramel months ended
September 30, 2018, respectively. DSO can fluctdageto the timing and nature of contracts thad keaup-front billings related
to deferred revenue on services not yet performed.

Investing Activities.There was $4,474 net cash used in investing #esvior the nine months ended September 30, 2018
compared to $94,156 in net cash used in invesiitigiges for the same period in 2017. Net cashduseinvesting activities in
2017 primarily consisted of cash used for capigalisoftware development costs of $93,803 part@fiset by proceeds from the
sale of equipment.

Financing Activities.Net cash used in financing activities for the nmenths ended September 30, 2018 amounted to $8,169
which related to the repayment of a $100,000 CAEe mturing the period. There was no cash providedbwsed in, financing
activities for the nine months ended SeptembeG07.

Off Balance Sheet Arrangements

We did not have any off-balance sheet arrangenzents September 30, 2018.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK.



We are a smaller reporting company as defined bg RRb-2 of the Exchange Act and as such, areewptired to provide the
associated information under this item.

ITEM 4. CONTROLS AND PROCEDURES.
Disclosure Controls and Procedure

Our management, with the participation of our Chiefecutive Officer and Chief Financial Officer, hasaluated the
effectiveness of our disclosure controls and praoesi(as defined in Rules 13a-15(e) and 15d-15(@¢nthe Exchange Act), as
of the end of the period covered by this Quart&gport on Form 10-Q. Based on such evaluationGhuef Executive Officer
and Chief Financial Officer have concluded thatpfsuch date, our disclosure controls and proasiwere not effective, as a
result of the material weaknesses identified inneation with our financial statements as of Decen@ie 2017, as disclosed on
our Form 10-K annual report for the year ended Dédomr 31, 2017.
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Changes in Internal Controls

There have been no changes in our internal cootel financial reporting (as defined in Rules 13@fland 15d-15(f) under the
Exchange Act) during the period covered by thiorethat have materially affected, or are reasonbkely to materially affect,
our internal control over financial reporting. Hoxee, in order to address the deficiencies in then@any’s internal control over

financial reporting, the Company engaged an extdinma during 2018 to provide outsourced controkervices and segregation
of certain duties within the accounting function.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

We are not involved in any legal actions or claans to our knowledge no such actions or claimgareling.

ITEM 1A. RISK FACTORS.

In addition to the other information set forth st Quarterly Report, you should carefully consither factors discussed in Part I,
“Item 1A. Risk Factors” in our Annual Report on Rorl0-K for the fiscal year ended December 31, 2Q4& “2017 Annual
Report”), which could materially affect our busiegeesults of operations or financial condition.

The risk factors affecting the Company have notemally changed as of September 30, 2018 from thilisglosed in the 2017
Annual ReportHowever, it is important to note that the risksatésed in our 2017 Annual Report are not the oidks facing us.
Additional risks and uncertainties not currentlyolum to us or that we currently deem to be immaltatso may eventually prove
to materially adversely affect our business, rasoiftoperations or financial condition.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

Recent Sales of Unregistered Securities

There were no unregistered sales of our equityrigesuduring the nine-month period ended on Septwm0, 2018.

Purchases of Equity Securities

During the nine months ended September 30, 20&8e there no purchases of our common stock maderkyn behalf of, the
Company or any "affiliated purchaser," as defingdRiole 10b-18 of the Exchange Act.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION.
(@ Not applicable

18



ITEM 6.
3.1

3.2

3.3

3.4

3.5

3.6
31.1

31.2
32.1*

EXHIBITS.

Articles of Incorporation (Incorporated by refererio Exhibit 3.1 to the Company’s Reqistration &taent on Form S-1
filed with the Securities and Exchange Commissioi\pril 25, 2012).

Amended Articles of Incorporation (Incorporatedrbference to Exhibit 3.2 to the Company’s ReqigiraStatement on
Form S-1 filed with the Securities and Exchange @ission on April 25, 2012).

Amended Articles of Incorporation (Incorporatedrbference to Exhibit 3.3 to the Company’s ReqigiraStatement on
Form S-1 filed with the Securities and Exchange @xission on April 25, 2012).

Amended Articles of Incorporation (Incorporatedrbference to the Company’s Form 8-K filed with Securities and
Exchange Commission on July 13, 2015).

Amended Articles of Incorporation (Incorporatedrbference to the Company’s Form 10-Q filed with Sseurities and
Exchange Commission on November 14, 2016).

Amended and Restated Bylaws (Incorporated by referéo Exhibit 3. 2.1 to the Company’s Form 8-Kdilwith the
Securities and Exchange Commission on Novembe2(@¥5).

Certification of Chief Executive Officer require¢f Rule 13a-14(a) or Rule 15d-14(a).

Certification of Chief Financial Officer required Rule 13a-14(a) or Rule 15d-14(a).

Certification of Chief Executive Officer and Chieihancial Officer required by Rule 13a-14(b) or &ibd-14(b) and
Section 906 of the Sarbanes-Oxley Act of 2002, 18.C. Section 1350

101.INS XBRL Instance Document

101.SCHKBRL Taxonomy Extension — Schema
101.CALXBRL Taxonomy Extension — Calculations
101.DEFXBRL Taxonomy Extension — Definitions
101.LABXBRL Taxonomy Extension — Labels
101.PREXBRL Taxonomy Extension — Presentation

*Furnished, not filed

Notes to Exhibits List:

Attached as Exhibit 101 to this report are thedi@ihg formatted in XBRL (Extensible Business RepaytLanguage): (iBalanct
Sheet, (ii) Statements of Operations, (iii) Stateteeof Cash Flows, and (iv)Notes to the Financialtenents. In accordamavith
Rule 406T of Regulation S-T, the XBRL related imf@tion in Exhibit 101 to this Quarterly Report oarfa 10-Q &all not b
deemed to be “filed” for purposes of Sectithof the Exchange Act, or otherwise subject tolithtglity of that section, and shall r
be part of any registration statement or other dwmt filed under the Securities Act or the ExchaAge except as shall be expre:
set forth by specific reference in such filing.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisd#port has been signed on
its behalf by the undersigned, thereunto duly atgkd on thisl4th day of November 2018.

MCORPCX, INC.

BY:/s/Gregg Budoi

Gregg Budoi
Chief Executive Officer

BY:/s/Tricia Tomko

Tricia Tomko
Chief Financial Officer
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EXHIBIT INDEX

3.1 Articles of Incorporation (Incorporated by mefiece to Exhibit 3.1 to the Company’s Registratidatement on Form S-1
filed with the Securities and Exchange Commissiom\pril 25, 2012).

3.2 Amended Articles of Incorporation (Incorporatadreference to Exhibit 3.2 to the Company’s Reegion Statement on
Form S-1 filed with the Securities and Exchange @ssion on April 25, 2012).

3.3 Amended Articles of Incorporation (Incorporatadreference to Exhibit 3.3 to the Company’s Reegi®on Statement on
Form S-1 filed with the Securities and Exchange @xission on April 25, 2012).

3.4 Amended Articles of Incorporation (Incorporatdreference to the Company’s Form 8-K filed vitie Securities and
Exchange Commission on July 13, 2015).

3.5 Amended Articles of Incorporation (Incorporatdreference to the Company’s Form 10-Q filed wfith Securities and

Exchange Commission on November 14, 2016).

3.6 Amended and Restated Bylaws (Incorporatecfgrence to Exhibit 3. 2.1 to the Company’s Fori fled with the
Securities and Exchange Commission on Novembe2(@15).

31.1 Certification of Chief Executive Officer reged by Rule 13a-14(a) or Rule 15d-14(a).

31.2 Certification of Chief Financial Officer reged by Rule 13a-14(a) or Rule 15d-14(a).

32.1* Certification of Chief Executive Officer ai@hief Financial Officer required by Rule 13a-14¢b)Rule 15d-14(b) and
Section 906 of the Sarbanes-Oxley Act of 2002, 18.0. Section 1350

101.INS XBRL Instance Document

101.SCHKBRL Taxonomy Extension - Schema

101.CALXBRL Taxonomy Extension - Calculations

101.DEFXBRL Taxonomy Extension - Definitions

101.LABXBRL Taxonomy Extension - Labels

101.PREXBRL Taxonomy Extension - Presentation

*Furnished, not filed

Notes to Exhibits List:

Attached as Exhibit 101 to this report are thedfelhg formatted in XBRL (Extensible Business Repart_anguage): (i) Balance
Sheet, (ii) Statements of Operations, (iii) Statetes®f Cash Flows, and (iv)Notes to the Financiat&nents. In accordance with
Rule 406T of Regulation S-T, the XBRL related imf@tion in Exhibit 101 to this Quarterly Report oorf 10-Q shall not be
deemed to be “filed” for purposes of Section 18hef Exchange Act, or otherwise subject to the liighdf that section, and shall not
be part of any registration statement or other demnt filed under the Securities Act or the Exchafgg except as shallebexpressl|
set forth by specific reference in such filing.
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