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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X] QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended March 31, 200¢

OR

O TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934
For the transition period from to
Commission file number: 0-30428
MIVA, Inc.
(Exact name of registrant as specified in its @rart
Delaware 88-0348835
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiol Identification No.)

5220 Summerlin Commons

Blvd.
Fort Myers, Florida 33907 (239) 567229
(Address of principal executive offices, (Registrant’s telephone number,
including zip code including area code

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to the filing requirementsatdeast the past 90 days. YES No O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8 232.405 of tthapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such fileggs ¥ No O

Indicate by check mark whether the Registrantl&age accelerated filer, an accelerated filer, a-accelerated filer, or a smaller
reporting company. See definitions of “large aecated filer,” “accelerated filer” and “smaller @ting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fileCl Accelerated fileld

Non-accelerated fileld Smaller reporting comparis
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No

There were 35,566,627 shares of the Registrantsriman Stock outstanding on April 30, 2009.
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PART 1. FINANCIAL INFORMATION
ITEM 1. Financial Statements

MIVA, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except par values)

March 31, December 31
2009 2008
(Unaudited)
ASSETS
CURRENT ASSET¢
Cash and cash equivale $ 11,55¢ $ 6,69¢
Accounts receivable, less allowances of $2,358%n242 at March 31, 2009 and December 31,

2008. 2,92 11,20«
Deferred tax asse 167 167
Income tax receivabl — 247
Prepaid expenses and other current a: 1,09¢ 1,584

TOTAL CURRENT ASSET<S 15,74« 19,90

Property and equipment, r 224 4,97¢
Restricted cas 344 2,00¢
Other asset 682 703
TOTAL ASSETS $ 16,99 $ 27,57¢
LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payabl $ 4,162 $ 6,60¢
Accrued expense 6,944 9,62(
Current portion of lon-term debt 54€ 78¢
Deferred revenu 628 1,914

TOTAL CURRENT LIABILITIES 12,27¢ 18,92¢
Deferred tax liabilities lor-term 167 167
Long-term debt — 4,59¢
Other lon¢-term liabilities 1,53( 1,30¢
TOTAL LIABILITIES 13,97: 24,99:

STOCKHOLDER? EQUITY
Preferred stock, $.001 par value; authorized, 5@0es; none issued and outstanc — —
Common stock, $.001 par value; authorized, 200gb@0es; issued 35,052 and 34,480, respect

outstanding 33,296 and 32,731, respecti 35 34
Additional paic-in capital 269,83: 268,84.
Treasury stock; 1,756 and 1,749 shares at cogigctsgely (6,720 (6,719
Accumulated other comprehensive incc 12,91« 12,39:
Accumulated Defici (273,04)) (271,96

TOTAL STOCKHOLDERS EQUITY 3,022 2,58¢

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 16,99: $ 27,57¢

The accompanying notes are an integral part ofefmmsolidated statements.
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MIVA, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

(Unaudited)
For the Three Months
Ended March 31,
2009 2008

Revenue! $ 6,23¢ $ 12,07(
Cost of service 45€ 74€
Gross profit 5,77¢ 11,32¢
Operating expenst

Marketing, sales, and servi 4,75:% 8,17(

General and administratiy 3,071 4,22:

Product developmel 69¢ 84¢

Amortization — 492
Total operating expens 8,52¢ 13,73
Loss from operation (2,750 (2,409
Interest income (expense), | (82 10z
Loss before provision for income tax (2,839 (2,305
Income tax expens 14 13
Loss from continuing operatiol (2,846 (2,319
Loss from discontinued operatio (5,159 (2,809
Gain on sale of discontinued operatit 6,92¢ —
Net loss $ (1,079 $ (5,126
Basic and diluted earnings (loss) per st

Continuing operation $ (0.08) $ (0.07)

Discontinued operations and gain on ¢ $ 0.0t $ (0.09)
Weightec-average number of common shares outstar

Basic 33,19% 32,54¢

Diluted 33,197 32,54¢

The accompanying notes are an integral part ofefmmsolidated statements.
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MIVA, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(Unaudited)

For the Three Months
ended March 31,

2009 2008
Cash Flows from Operating Activitie
Net loss $ (1,07¢) $ (5,127)
Adjustments to reconcile net loss to net cash (irseprovided by operating activitie
Provision for doubtful accoun 1,53: 40
Depreciation and amortizatic 27C 1,37C
Equity based compensati 99: 72t
Gain on sale of busine (6,926 —
Changes in operating assets and liabili
Accounts receivabl 7,06¢ (111
Prepaid expenses and other current a: 48¢ (247)
Income taxes receivab 70 ()]
Deferred revenu (1,26¢) 112
Accounts payable, accrued expenses and otheritied (3,317 (4,082
Net Cash (used in) operating activit (2,167) (7,33))
Cash Flows from Investing Activitie
Release of line of credit restricted collate 2,00 —
Net increase in restricted cash for letter of dr (3449 —
Net proceeds from sale of busin 10,43¢ —
Purchase of capital items including internally deped software (133 (85€)
Net Cash provided by (used in) investing activi 11,96 (85€)
Cash Flows from Financing Activitie
Repayment of secured line of cre (4,35)) —
Payments made on capital leases and notes pe (832 —
Net Cash used in financing activiti (5,189 —
Effect of Foreign Currency Exchange Re 237 92€
Increase / (Decrease) in Cash and Cash Equive 4,85¢ (7,267)
Cash and Cash Equivalents, Beginning of Pe 6,69¢ 29,90t
Cash and Cash Equivalents, End of Pe $ 11,55« $ 22,64«
Supplemental Disclosures of Cash Flow Informat
Interest paic $ 80 $ —
Income taxes pai $ — 8 —
Supplemental Schedule of Noncash Investing andn€ing Activities:
Treasury stock received to satisfy tax withholdiagilities $ @ % —

The accompanying notes are an integral part oféremsolidated statements.
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MIVA, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2009
(Unaudited)

NOTE A - NATURE OF BUSINESS
MIVA, Inc., together with its wholly-owned subsidies, collectively, the “Company”, “we”, “us” or “M/A”, is an online advertising
network company.

MIVA Direct

We offer a range of products and services throughvtiva Direct division. MIVA Direct offers home pe, desktop application,

and Internet browser toolbar products under the Alb@and. Our customizable ALOT Home Page, ALOT Degland ALOT
Toolbar are designed to make the Internet easgdiosumers by providing direct access to affinityteat and search results. These
products generate over 2 million Internet seargeeay.

MIVA Media

On March 12, 2009, we sold certain assets relatirayur MIVA Media division. Following the sale, wm longer operate the
MIVA Media business (see NOTE C — Sale of MIVA Madivision), and as a result these operations @gepted as
discontinued for all periods presented.

The majority of our revenue at MIVA Direct is geatd through Internet search queries at our weldditéA Direct products generate sea
queries to our website http://search.alot.com, @l provide algorithmic and sponsored search ifomality to consumers through our
contractual relationships with third-party provisler

These unaudited condensed consolidated finaneigments should be read in conjunction with thesolidated financial statements and
related notes included in our Annual Report on Faf¥K for the year ended December 31, 2008.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

These unaudited condensed consolidated finaneigments have been prepared in accordance witliatieg principles generally accepted
in the United States (“GAAP”) for interim financiaiformation. Accordingly, they do not include afithe information and footnotes
required by GAAP for complete financial statementsthe opinion of management, all adjustments$eiing only of normal recurring
adjustments) considered necessary for fair preientaf results for the interim periods have begitected in these unaudited condensed
consolidated financial statements. Operating tegat the three months ended March 31, 2009, er@ecessarily indicative of the results
that may be expected for the entire year.

The unaudited condensed consolidated financiadmsiants include the accounts and operations of MIM&, and all of our subsidiaries.
Intercompany accounts and transactions have baaemated in consolidation.

Liquidity
Despite the Company’s negative operating perforrmam@009 and 2008, we currently anticipate thatvearking capital of approximately
$3.4 million, including cash and cash equivaleritapproximately $11.6 million as of March 31, 20@#yng with cash flows from operations

will be sufficient to meet our liquidity needs faorking capital and capital expenditures over astéhe next 12 months.
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In the future, we may seek additional capital tigtothe issuance of debt or equity to fund workiagital, expansion of our business and/or
acquisitions, or to capitalize on market conditio@ur future liquidity and capital requirementsiwiepend on numerous factors including
pace of expansion of our operations, competitiesgures, and acquisitions of complementary progieztenologies or businesses. As we
require additional capital resources, we may seaeli additional equity or debt securities or Idolenter into a new revolving loan
agreement. The sale of additional equity or cailerdebt securities could result in additiondlition to existing stockholders. There car
no assurance that any financing arrangements &iflailable in amounts or on terms acceptable,td asall. Our forecast of the period of
time through which our financial resources willdmequate to support our operations is a forwarlligpstatement that involves risks and
uncertainties and actual results could vary mdtera a result of the factors described above.

Use of Estimates

The preparation of the condensed consolidated diahatatements in conformity with accounting pijrkes generally accepted in the United
States requires management to make estimates sumhpt$ons in determining the reported amounts sétzsand liabilities and disclosure of
contingent assets and liabilities at the date effittencial statements and reported amounts ofweg&and expenses during the reporting
period. Significant estimates in these consolidlfiteancial statements include estimates of: inctemes; tax valuation reserves; restructu
reserve; loss contingencies; allowances for doliatfoounts; share-based compensation; and useds!flor depreciation and amortization.
Actual results could differ materially from thesstimates.

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investisemith original maturities of three months or le$§¥e did not maintain a balance in short-
term investments as of March 31, 2009 or Decembg2@08.

Allowance for Doubtful Accounts

The Company records its allowance for doubtful aote based on its assessment of various factdrs.Cbmpany considers historical
experience, the age of the accounts receivabledadathe credit quality of its customers, curem@nomic conditions, and other factors that
may affect our customers’ ability to pay to detarenthe level of allowance required.

Comprehensive Loss

Total comprehensive loss is comprised of net loskreet foreign currency translation adjustmentstallcomprehensive loss for the three
months ended March 31, 2009 and 2008, was $(018pmand $(4.8) million, respectively. The diffarce between total comprehensive loss
and net loss is the direct result of foreign cucyetmranslation adjustments.

Accumulated Other Comprehensive Income

At March 31, 2009, Accumulated Other Comprehenbigeme showed a gain of approximately $12.9 millidie sale of MIVA Media did
not include the transfer to the buyer of any sigaifit assets or liabilities related to OCI. Cutlerthe Company has no intent to liquidate its
foreign subsidiaries. However, should the compdenide to liquidate the foreign entities in a fetperiod, it would likely cause a significant
gain from the release of the related currency tatios adjustments in Other Comprehensive Incomeataings which includes the gains
associated with the parent’s intercompany loaristimreign subsidiaries.

Advertising Costs
Advertising costs are expensed as incurred, anthelieded in Marketing, Sales and Service expevseincurred approximately $4.3 million
and $7.6 million in advertising expense for theethmonths ended March 31, 2009 and 2008, resplgctiVie majority of these costs were

incurred to promote the Company’s desktop consigsoftware products.

7
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Income Taxes

Income taxes are accounted for in accordance Wittstatement of Financial Accounting Standards ASH No. 109, “Accounting for
Income Taxes."Under SFAS 109, deferred income taxes are recogfi@eemporary differences between financial steget and income te
bases of assets and liabilities, loss carry-forgaadd tax credit carry-forwards for which incorar benefits are expected to be realized in
future years. A valuation allowance is establistteckduce deferred tax assets if it is more likbn not that all, or some portion, of such
deferred tax assets will not be realized.

Concentration of Credit Risk

Financial instruments that potentially subjectaisignificant concentration of credit risk congisimarily of cash, cash equivalents, and
accounts receivable. As of March 31, 2009, subistignall of our cash and cash equivalents wereagad by a number of financial
institutions. As of March 31, 2009 our cash anchaaguivalents with certain of these financial ingitons exceed FDIC insured limits.
Accounts receivable are typically unsecured andlarved from revenue earned from customers prignEr¢ated in the United States. As of
March 31, 2009, one customer (Google) accountedgproximately 62.0% of the accounts receivablari@ and represented approximately
92.6% and 92.1% of consolidated revenues for thmeeth periods ended March 31, 2009 and 2008.

New Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141iqeeh2007), “Business Combinations” (“SFAS 141(RPFAS 141(R) establishes the
principles and requirements for how an acquirg@mggognizes and measures in its financial statésrthe identifiable assets acquired, the
liabilities assumed and any noncontrolling inteieshe acquiree; (ii) recognizes and measuregdioelwill acquired in the business
combination or a gain from a bargain purchase;(andietermines what information to disclose table users of the financial statements to
evaluate the nature and financial effects of tharmss combination. SFAS 141(R) is to be appliedpectively to business combinations
consummated on or after the beginning of the &irstual reporting period on or after December 1882With early adoption prohibited.
Previously, any release of valuation allowanceséstain deferred tax assets would serve to redoodwill whereas under the new standard
any release of valuation allowances related toiaitgpns currently or in prior periods will serve teduce our income tax provision in the
period in which the reserve is released. Additignander SFAS 141(R) transaction related expensbgh were previously capitalized as
“deal cost,” will be expensed as incurred. We hadapitalized deal costs or acquisitions pendtrigeeember 31, 2008. Therefore, we did
not have any transition adjustments resulting fommadoption of SFAS 141(R) on January 1, 2009.

In April 2009, the FASB issued Staff Position Nd1{R)-1, “Accounting for Assets Acquired and Lidtils Assumed in a Business
Combination That Arise from Contingencies,” (“FSB.N41(R)-1"). FSP No. 141(R)-1 amends and cksiBFAS 141(R) to address
application issues on the initial recognition anelasurement, subsequent measurement and accowamtéhdisclosure of assets and liabilities
arising from contingencies in a business combimatibhis FASB Staff Position is effective for fisgaears beginning on or after

December 15, 2008. The FASB Staff Position isatiife for us beginning January 1, 2009 and appdidsisiness combinations completec
or after that date.
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In December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financiat8ments —an amendment of AR
No. 51" (“SFAS 1607). SFAS 160 establishes accounting eembrting standards that require (i) noncontrgllimterests to be reported as a
component of equity, (ii) changes in a parent’s esghip interest while the parent retains its cdliginterest to be accounted for as equity
transactions, and (iii) any retained noncontroli@gyity investment upon the deconsolidation oflzsgliary to be initially measured at fair
value. SFAS 160 is effective for fiscal years amgiim periods within those fiscal years, beginnamgor after December 15, 2008, with early
adoption prohibited. Our adoption of SFAS 160 anuhry 1, 2009 did not have a material effect arfioancial position or results of
operations.

In September 2006, the FASB issued SFAS No. 158if Value Measurements,” (“SFAS 157"). SFAS 15firdss fair value, establishes a
framework for measuring fair value in accordancthwiccounting principles generally accepted inUnéed States, and expands disclosures
about fair value measurements. SFAS 157 is effedtivfiscal years beginning after November 15,72@Gith earlier application encourage

In February 2008, the FASB deferred the effectiaedf SFAS 157 by one year for certain non-finahassets and non-financial liabilities,
except those that are recognized or disclosedratdlue in the financial statements on a recurbiagis (at least annually). On January 1,
2008, we adopted the provisions of SFAS 157, exasjitapplies to those nonfinancial assets anfimaortial liabilities for which the

effective date has been delayed by one year, wiichdopted on January 1, 2009. The adoption ofSSEZV did not have a material effect
on our financial position or results of operatiofke book values of cash and cash equivalentspatsoeceivable and accounts payable
approximate their respective fair values due tostiat-term nature of these instruments.

In May 2008, the FASB issued SFAS No. 16THe Hierarchy of Generally Accepted Accounting Eiptes.” SFAS 162 identifies the
sources of accounting principles to be used irptieparation of financial statements that are ptteskim conformity with generally accepted
accounting principles in the United States for gowernmental entities. SFAS 162 was effective Maver 2008. The adoption of SFAS
had no material impact on the Company’s finandiesnents.

In April 2009, the FASB issued Staff Position NBAS 107-1 and APB 28-1, “Interim Disclosures abair VValue of Financial

Instruments.” It requires the fair value for alldncial instruments within the scope of SFAS Nwz,1Disclosures about Fair Value of
Financial Instruments (“SFAS No. 107"), to be disgd in the interim periods as well as in annusdricial statements. This standard is
effective for the quarter ending after June 15,20@/e are currently assessing the potential imfettadoption of this standard may have on
our financial statements.

NOTE C — SALE OF MIVA MEDIA DIVISION AND DISCONTINU ED OPERATIONS

Sale of MIVA MEDIA Division

On March 12, 2009, we and certain of our subsid&eintered into and consummated an Asset Purclgaserent with Adknowledge, Inc.
(“Adknowledge”) and certain of its subsidiaries gusint to which we sold to Adknowledge certain assaating to our MIVA Media
Division, including the MIVA name, for cash considgon of approximately $11.6 million, plus assuioptof certain balance sheet liabiliti
and subject to certain retained assets and ligsilincluding assets and liabilities of the MIVAelia division in France, and post-closing
adjustments estimated at approximately $0.7 milli@nich resulted in a gain on sale of approxima®8yd million during the quarter ended
March 31, 2009 (the “MIVA Media Sale”)We incurred approximately $1.2 million of legal dirthncial advisory fees in connection with
MIVA Media Sale, which are included in the net gaimsale.
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In addition, in connection with the MIVA Media Salge agreed to provide to and receive from Adknogéecertain transition services. As
March 31, 2009 approximately $0.9 million is dueditknowledge as a result of net cash collectecheir behalf and expenses incurred by
the Company for transition services provided by dalkledge since the date of sale, and the estinmatsilosing adjustment of $0.7 millio
offset by certain expenses paid on behalf of Addadge by the Company, which is included in accreigaenses in the accompanying
condensed consolidated balance sheet as of Mar@089.

The Company and Adknowledge made customary repiasmams, warranties and covenants in the AssetHase Agreement and each party
has certain indemnification obligations under thesét Purchase Agreement. Further, the Asset Rgdkgreement prohibits the Company
from competing in the business of owning and ojiregad pay-per-click network connecting advertisard third party publishers for five
years, and prohibits the Company from divertingaliciting past, existing or prospective clientgsiomers, or sources of financing
Adknowledge or from employing or soliciting for elapment Adknowledge’s employees (including the Camygs employees that
transferred to Adknowledge pursuant to the termth®fAsset Purchase Agreement) for two years.dditian, the Asset Purchase Agreement
prohibits Adknowledge from employing or solicitify employment the Company’s employees who didtraotsfer to Adknowledge

pursuant to the terms of the Asset Purchase Agneefmietwo years.

As a result of the MIVA Media Sale, and our deaistturing the quarter ended March 31, 2009, to cepseations of the MIVA Media
division in France, in accordance with the prowisi@f SFAS No. 144 “Accounting for the Impairmentisposal of Long-Lived

Assets” (“SFAS 144”), the operations of the MIVA Ma division, including those in France, are préséms discontinued operations and,
accordingly, these operating results are segregatédeported as discontinued operations in therapanying condensed consolidated
statements of operations for all periods presemMedncome tax expense has been allocated to discead operations for any period
presented. The MIVA Media division’s results of ogtgons for the three months ended March 31, 20@92808, and the gain on sale of the
division for the three months ended March 31, 2@@€e as follows:

For the Three Months
Ended March 31,

2009 2008
Revenue $ 11,05: $ 20,94¢
Cost and expensi 16,21 23,75:¢
Loss before provision for income tax $ (5,15¢) $ (2,80¢)
Income tax expens — —
Loss from discontinued operatio (5,15¢) (2,80¢)
Gain on sale of discontinued operatit $ 6,92¢ $ —
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The following is a summary of the net assets solthé MIVA Media Sale as of the March 12, 2009salg date:

Accounts receivable, n $ 3,37¢
Other receivable 132
Prepaid expenst 391
Property and equipment, r 4,76(
Accounts payabl (2,289
Accrued expenses and other current liabili (1,620
Current portion of lon-term debt (239
Deferred Revenu (1,272)
Long-term debi (409)
Net assets sol $ 2,84¢

NOTE D—AMENDMENT OF PEROT MASTER SERVICES AGREEMENT

On May 11, 2007, the Company entered into a M&evices Agreement with Perot Systems, pursuanhioh the Company outsourced
certain of its information technology infrastruatiservices, application development and maintenaibéA Media US support services, and
transactional accounting functions.

The Master Services Agreement had a term of 8/hdatemonths commencing June 1, 2007, unless etatiminated or extended pursuant to
its terms. Aggregate fees payable by the Compaetot Systems under the Master Services Agreemamatexpected to be approximately
$41.8 million, but as a result of the August 20@8&adment to the Master Services Agreement deschibledv, the total was reduced to
approximately $37.9 million. As of March 31, 20@® Company incurred approximately $13.1 millidroperating expenses for services
received under the agreement since the agreeniecggtion. Such expenses incurred during the timeeth periods ended March 31, 2009
and 2008, are presented as discontinued operasasesult of the MIVA Media Sale.

On April 10, 2008, we entered into an approxim&el$nillion software development statement of waith Perot Systems, pursuant to
which the Company will pay Perot Systems to develogw global advertiser and distribution partrapligation called the “Transformation
Project”. The Transformation Project involves tlewelopment and implementation of one enhanced tidased global system to replace
MIVA Media’s existing Internet advertising managerhand distribution partner management systemsofAéarch 12, 2009, the date of the
MIVA Media Sale, in connection with the Transformoat Project, we had incurred approximately $3.2iamilof costs, including $2.6 million
of cost with Perot Systems, and $0.6 million oémfal development costs, all of which had beentalipeéd and was to be amortized over the
five year estimated useful life of the software ®itovas placed in service. This Transformatioojéut was sold in March 2009 as part of the
MIVA Media Sale.

On August 26, 2008, we entered into an amendmehgetdlaster Services Agreement that, among otliegghallowed us to “in-source”
certain functions (MIVA EU Information Technologyrictionality and administration and finance andoating support). These changes
took effect immediately and eliminated the relatbdrges for those services without termination &esalled for in the original contract. In
return, we agreed to a reduction in certain senéeel agreement (“SLA”) requirements, the elimioatof benchmarking pricing, a modified
termination payment schedule, and a 10 day paynyafe for invoices.
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On February 1, 2009, the Company entered into andment to the Master Services Agreement. Undetettms of the amendment, the
Master Services Agreement expired on April 30, 2@0®@l certain other provisions of the Master Sewiigreement have either been
modified or terminated. In connection with the Arderent, the Company has issued a letter of creditetot Systems for approximately $1.0
million for a portion of the remaining applicatioevelopment costs related to the Compamgw technology platform, which was include
the assets sold as part of the MIVA Media Saleofslarch 31, 2009, Perot System has drawn apprdein&0.7 million on this letter of
credit. It is expected the balance will be drawthie quarter ended June 30, 2009.

The Company accounted for the services receivedruhd Master Services Agreement using the guideandéCPA Statement of Position
98-1 “Accounting for the Costs of Computer Software Dipel or Obtained for Internal Useand EITF No. 97-13 ‘Accounting for Costs
Incurred in Connection with a Consulting Contractam Internal Project That Combines Business Predesengineering and Informati
Technology Transformatioh

NOTE E — AMENDMENT OF BANK LOAN AGREEMENT

On March 12, 2009, we entered into a Consent andn&iment to Loan and Security Agreement (the “Amesdii) with Bridge Bank, whicl
amends certain terms and conditions of the Loareément. Pursuant to the Amendment, MIVA Directdmee a borrower under the Loan
Agreement and granted a general security intematt assets to Bridge Bank. The Amendment funtinevided Bridge Bank’s consent to the
MIVA Media Sale, provided that the Company was iegfiito repay immediately, out of the proceed$efMIVA Media Sale, all
outstanding advances plus any accrued interest tinelé.oan Agreement in the amount of approxima®dlyl million. In addition, no further
advances under the Loan Agreement will be madé thetiparties have agreed upon new terms and é¢onslitor borrowing. The
Amendment also provides that the letter of craatittfie benefit of Perot Systems in the remainingam of $0.7 million issued by Bridge
Bank be secured by a cash deposit. Perot Systathdrawn $0.4 million as of March 31, 2009. Thshcdeposit for the remaining $0.3
million to be drawn is included in restricted castthe accompanying condensed consolidated baktmeet.

NOTE F — DEPARTURE OF COMPANY EXECUTIVES

On March 13, 2009, two of our former executivesié€CRinancial Officer and Chief Operations OffiGrd Senior Vice President of MIVA
Media), left our company to pursue other interegtarsuant to the terms of their respective empbayagreements aggregate severance
compensation was recorded during the quarter eltdedh 31, 2009, totaled $1.5 million, including $@nillion in accelerated stock
compensation expense and $0.8 million in severpagments. We have recorded approximately $0.8amiih general and administrative
expense from continuing operations and approxim&@l7 million in loss from discontinued operationghe accompanying condensed
consolidated statement of operations for the quartded March 31, 2009 (see Note G).

NOTE G — RESTRUCTURING AND MASTER SERVICES AGREEMEN T

Restructuring — March 2009

As described in Note F, Departure of Company Exeestin March 2009. Approximately $0.4 millionseverance payments were accrued
as restructure reserve and are included in loss fliscontinued operations during the quarter edacth 31, 2009. This amount is expected

to be paid by April 2010.

12




Table of Contents
Restructuring — August 2008 United Kingdom, Germany France, and Spain Operations

On August 21, 2008, the Company initiated a restinireg plan that further consolidated the MIVA MadtU operations primarily in one
office. The restructuring plan, which evolved telude a workforce reduction of approximately 4(péogees and cash payments totaling
approximately $2.1 million, is expected to be coatgdl by September 2009. The restructuring plartezsin the closure of our offices in
Germany, reductions in headcount in our officeBanis, Madrid and London, and exiting certain cactinal relationships with third party
contracts.

Restructuring — June 2008

On June 17, 2008, the Company initiated a restringfyplan in order to maximize efficiencies wittthe Company, eliminate certain
unprofitable operations, and better position thenGany for the future, including the closure of MIMA Media Italian operations.
Management developed a formal plan that includeddéntification of a workforce reduction totaliBg employees and cash payments
totaling approximately $1.0 million that was contptkin February 2009.

Restructuring - February 2008

On February 19, 2008, the Company announced aictsting plan aimed at continued reduction of tierall cost structure of the Company,
which was designed to align the cost structuresuofU.S. and U.K. operations with the operatioredds of these businesses. Management
developed a formal plan that included the iderdifwn of a workforce reduction totaling 8 employeskof which involved cash payments of
approximately $0.1 million made in the quarter ehdene 30, 2008.

Summary

The following reserve for restructuring is includadaccrued expenses in the accompanying condesemlidated balance sheet as of
March 31, 2009 (in millions):

Employee Other

Severance Charges Total
Balance- December 31, 20C $ 1.1 $ 0 $ 1.6
Restructuring charg- 1st Qtr. $ 04 % — 3 0.4
Cash payment- 1st Qtr. (0.5 (0. (0.€)
Balance- March 31, 200 $ 1€ § 04 % 14

All actions under the February 19, 2008, restruatuplan were completed by March 31, 2008. Ali@ts under the June 17, 2008,
restructuring plan were completed by February 208®actions under the August 21, 2008, restruamplan are expected to be completed
by September 2009. All actions under the March20B9, restructuring plan are expected to be comjugtApril 2010.
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NOTE H — IMPAIRMENT OF GOODWILL AND OTHER INTANGIBL ES

In accordance with SFAS No. 142Gbodwill and Other Intangible Assetsgoodwill and other intangible assets with indég lives are
tested for impairment annually and when an eveatigcor circumstances change that would more likedy not reduce the fair value of a
reporting unit below its carrying amount impairmeharges are required to be recorded. In perfathiis assessment, we compare the
carrying value of our reporting units to their faglue. Quoted market prices in active stock niarkee often the best evidence of fair value;
therefore, a significant decrease in our stockepeimuld indicate that an impairment of goodwillssi We have experienced significant
impairment losses in previous years and as of Matgl2009, we have no remaining goodwill and oth&mgible assets.

During the fourth quarter of 2008, in connectionhadur annual impairment testing, we performecdea dtimpairment test of our two
reporting units, Searchfeed and Miva Direct, wégmaining recorded indefinite lived intangible assetd goodwill for potential impairment.
The fair value estimates used in the initial impegnt test were based on market approaches andesenp value of future cash flows. As a
result of this analysis, we determined that therested fair value of the reporting units exceedwertcarrying values and could result in
potential impairment. We then performed an assessof the long-lived assets of our SearchfeedMiA Direct divisions and determined
these assets were impaired under the provisioB8§AS No. 144. Accordingly, in the fourth quart€2608, we recorded approximately $2.9
million in non-cash impairment charges to redu@edarrying value of the remaining long-lived targiand intangible assets to their
estimated fair values. We then performed a steppairment test to determine if the remaining ciagyalues of recorded goodwill and ot
indefinite lived intangible assets in these diuisiavas impaired under the provisions of SFAS N@. Tae step 2 impairment test resulted in
a non-cash impairment charge of $14.7 million ahd $nillion, respectively, to reduce the carryirajue of goodwill and other indefinite
lived intangible assets to their implied fair valuks a result of these impairment charges, theyirey value of all of the Company’s goodwill
and other indefinite lived intangible assets wakioed to zero as of December 31, 2008.

We will continue to assess the potential of impaintfor other long-lived assets in future periadaé¢cordance with SFAS 144. Should our
business prospects change, and our expectatioasdaired business be further reduced, or otheuristances that affect our business
dictate, we may be required to recognize additionphirment charges

NOTE | — ACCOUNTING FOR SHARE-BASED COMPENSATION

For the three months ended March 31, 2009 and 2208hare-based employee compensation expensistednsf stock option expense of
$0.08 million and $0.2 million, respectively, arebiricted stock unit (“RSU”) expense of $0.9 milliand $0.5 million, respectively. The
stock option expense and the RSU expense totateddhree months ended March 31, 2009 includecappately $0.03 million and $0.6
million, respectively, in accelerated stock-baseaghpensation expense resulting from the vestingdfin stock options and RSUs related to
two former officer’s resignations in March 2009.

Stock option activity under the plans during theeéhmonths ended March 31, 2009, is summarizedvo@othousands, except per share
amounts):
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Options outstanding at December 31, 2

Granted
Exercisec
Forfeited
Expired

Options outstanding at March 31, 2C

The following table summarizes information as ofrbta31, 2009, concerning outstanding and exerasstoick options under the plans (in

thousands, except per share amounts):

Weighted-
Average
Exercise
Options Price
157¢ $ 8.9¢
(54) 5.27
152 $ 9.07

Weighted

Average Weighted Weighted

Remaining Average Average

Number Contractual Exercise Number Exercise

Range of Exercise Prices Outstanding Life (Years) Price Exercisable Price

$1.00- $3.00 11€ 6.5 $ 2.7¢ 65 $ 2.62
$3.01- $6.00 97¢ 6.2 4.8¢ 86¢€ 4.8¢
$6.01- $14.00 42 54 11.0C 42 11.0Z
$14.01- $23.14 38€ 5.2 21.4] 38€ 21.4]
1,522 52 $ 9.07 1,35¢ $ 9.6t

As of March 31, 2009, unrecognized compensatioreese related to stock options totaled approximai@lg4 million, which will be
recognized over a weighted average period of Oe&isy The fair value of the stock options is estéd at the date of the grant using the
Black-Scholes option-pricing model. No stock optiavere granted during the three month periodsdceiirch 31, 2009 and 2008.

In January 2009, we issued restricted stock uniits service based vesting provisions (4 year vgstirequal increments), and market
condition performance based restricted stock uh#@svest upon the Company’s common stock reaching closing, at a share price at or

exceeding $1.00 per share, for ten consecutivingathys.

In January 2008, we issued restricted stock uritts service based vesting provisions (4 year vgstirequal increments), and market
condition performance based restricted stock uhésvest upon the Company’s common stock reaclaimgd closing, at a share price at or

exceeding $4.00 per share, for ten consecutivéngathys.

In January 2007, we issued restricted stock uniits service based vesting provisions (4 year vgstirequal increments), and market
condition performance based restricted stock uh#t vest in equal tranches upon the Company’swomstock reaching, and closing, at
share prices at or exceeding $6.00, $8.00, $1a0$12.00, respectively, for ten consecutive igdiays. In June 2007, all criteria were
satisfied for the $6.00 tranche level of restricteatk units and accordingly 86,412 shares attitietto the achievement of the $6.00

performance criteria were issued.

The fair value of our service based restrictedkstotts is the quoted market price of the Compangimmon stock on the date of grant.
Further, we utilize a Monte Carlo simulation motieéstimate the fair value and compensation expesiated to our market condition
performance based restricted stock units. The @ompecognizes stock compensation expense forraptiorestricted stock units that have
graded vesting on the graded vesting attributiothotke
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New stock options granted and new restricted stmits granted with related expenses for the threeths ended March 31, 2009 and 2C
are summarized below (in thousands):

For the Three Months
Ended March 31,

2009 2008
Stock options grante- new — —
Stock option expens- new $ — 3 —
Restricted stock unil- new 1,33¢ 1,91z
Restricted stock unit expen- new $ 28 % 23€

For the three months ended March 31, 2009 and 2668pllowing assumptions were used to estimagedir value and compensation
expense of our performance based restricted stoitk with market based conditions:

For the Three Months
Ended December 31

2009 2008
Volatility 111.8% 70.5%
Expected life 7.6 yre 10 yre
Risk-free rate 2.4% 4.02%

The restricted stock unit (“RSU”) activity for thleree months ended March 31, 2009, is summarizietvidgn thousands):

Performance based RSU

Total Service Base( with Market based conditions

RSUs RSUs $1.00 $4.00 $8.00 $10.00 $12.00
Balance, December 31, 20 2,25¢ 1,79¢ — 252 68 68 68
Granted 1,33¢ 1,097 242 —
Vested (589 (589)
Forfeited (63€) (464) (55) (69) (17) @an (17)
Expired
Ba|ance, March 31' 20C 2,371 1,845 187 18t 51 51 51

NOTE J — INTANGIBLE ASSETS

As a result of our fourth quarter 2008 impairmefihg@odwill and other indefinite lived intangiblesags to their implied fair value, all of the
Company’s goodwill and other indefinite lived ingglle assets were reduced to zero as of Decemh&088.

NOTE K — EQUITY AND PER SHARE DATA

We incurred a net loss from continuing operatiandie three months ended March 31, 2009. Aswdtrgmtentially dilutive shares are not
included in the calculation of Earnings per Shareduse to do so would have an anti-dilutive efbecthe loss per share. Had we not
recorded a loss, certain exercisable stock optimgd have been excluded from the calculation ahibgs per Share because option prices
were greater than average market prices for thegsepresented. The number of stock options tlatldvhave been excluded from the
calculations was 1.6 million shares with a rangexarcise prices between $1.00 and $23.14 as afhvai, 2009.
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The following is the number of shares used in thgidand diluted computation of loss per shar¢h@usands):

For the Three Months
Ended March 31,
2009 2008

Weightec-average number of common shares outstanding badidituted 33,19. 32,54¢

NOTE L — LEGAL PROCEEDINGS
Shareholder Class Action Lawsuits

Beginning on May 6, 2005, five putative securifiesid class action lawsuits were filed againstng @ertain of our former officers and
directors in the United States District Court foe tMiddle District of Florida. The complaints @éethat we and the individual defendants
violated Section 10(b) of the Securities Exchangedt 1934 (the “Act”) and that the individual daféants also violated Section 20(a) of the
Act as “control persons” of MIVA. Plaintiffs purptato bring these claims on behalf of a class afiouestors who purchased our stock
between September 3, 2003 and May 4, 2005.

Plaintiffs allege generally that, during the putatclass period, we made certain misleading statemand omitted material information.
Plaintiffs seek unspecified damages and otherfrelie

On July 27, 2005, the Court consolidated all ofdhéstanding lawsuits under the case style In réAllinc. Securities Litigation, selected
lead plaintiff and lead counsel for the consolidatases, and granted Plaintiffs leave to file asotidated amended complaint, which was
filed on August 16, 2005. We and the other defatslmoved to dismiss the complaint on Septemb20@5.

On December 28, 2005, the Court granted Defendarasion to dismiss. The Court granted Plaintiéfave to submit a further amended
complaint, which was filed on January 17, 2006. F&bruary 9, 2006, Defendants filed a renewed matialismiss. On March 15, 2007,
Court granted in large part Defendants’ motionismss. On March 29, 2007, Defendants filed a amofor amendment to the March 15,
2007, order to include certification for interloony appeal or, in the alternative, for reconsiderabf the motion to dismiss. On July 17,
2007, the Court (1) denied the motion for amendnteettte March 15, 2007, order to include certifiwatfor interlocutory appeal and

(2) granted the motion for reconsideration as &issue of whether Plaintiffs pled a strong infeeenf scienter in light of intervening
precedent. The Court requested additional briefimghe scienter issue, and on February 15, 20@8rexl an Order dismissing one of the
individual defendants from the lawsuit and limititige claims that could be brought against anotidividual defendant. In addition,
Plaintiffs previously had moved the Court to certfputative class of investors, and Defendantdfitetibriefs in opposition thereto. On
March 12, 2008, the Court entered an Order centify class of those investors who purchased thep@oy's common stock from
February 23, 2005, to May 4, 2005. The Court dismissed two of the proposed class representdtivéack of standing. Plaintiffs have
served discovery requests on Defendants, and sikewdiry phase of the lawsuit is presently underway.

Regardless of the outcome, this litigation couldeha material adverse impact on our results beasiusefense costs, including costs related
to our indemnification obligations, diversion of nagement’s attention and resources, and otherrfacto
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Derivative Stockholder Litigation

On July 25, 2005, a shareholder, Bruce Verduyedfd putative derivative action purportedly on tietfaus in the United States District
Court for the Middle District of Florida, againsrtain of our directors and officers. This actistbased on substantially the same facts
alleged in the securities class action litigati@saibed above. The complaint is seeking to reacdamages in an unspecified amount. By
agreement of the parties and by Orders of the Cthetcase was stayed pending the resolution cérigieints’ motion to dismiss and renewed
motion to dismiss in the securities class acti@m July 10, 2007, the parties filed a stipulatiorcdntinue the stay of the litigation. On

July 13, 2007, the Court granted the stipulationdotinue the stay and administratively closedctde pending notification by plaintiff's
counsel that the case is due to be reopened. @egsiof the outcome, this litigation could hawveaterial adverse impact on our results
because of defense costs, including costs relatedrtindemnification obligations, diversion of nagement’s attention and resources, and
other factors.

Lane’s Gifts and Collectibles Litigation

As previously disclosed we entered into an agre¢méh the plaintiffs to settle this case in Janua®08 and received court approval in

April 2008. Under the settlement agreement, alinet against us, including our indemnification ghtions to a calefendant, were dismiss
without presumption or admission of any liabilitywrongdoing. Pursuant to the agreement, we ashtaul a settlement fund of $3,936,812,
of which $1,312,270 was accrued as litigation setént expense as of December 31, 2007 and paldn&2008, for plaintiffs’ attorneys’
fees and class representative incentive awardsthanollance is in advertising credits relatingh class memberadvertising spending wi
us during the class period. Advertising credith be recorded as reductions to revenues in thegethey are redeemed. For the three
months ended March 31, 2009, approximately $1,ftlvertising credits were redeemed. Subject toettms of the advertising credits,
AdKnowledge, the purchaser of the MIVA Media Diwisj will redeem the advertising credits on an ongdiasis and, subject to a threshold,
we have agreed to reimburse AdKnowledge for expeassociated with the advertising credits.

Other Litigation

We are a defendant in various other legal procegsdirom time to time, regarded as normal to ouir®ss and, in the opinion of
management, the ultimate outcome of such procesdirggnot expected to have a material adverset effiecur financial position or our
results of operations.

No accruals for potential losses for litigation egeorded for the above referenced items as of Matg 2009, and although losses are pos
in connection with the above litigation, we are bieao estimate an amount or range of possible Inssccordance with SFAS 5, but if
circumstances develop that necessitate a lossngamnity being disclosed or recorded, we will do¥fe expense all legal fees for litigation
incurred.

NOTE M— COMMITMENTS AND CONTINGENCIES

Operating Leases

On September 10, 2008, we entered into an operiatirsg agreement with an unrelated third partgasé work space for our London office
for the term of 12 months commencing on Decemb@0@8. The agreement includes a right to threetm@mnewals. Base rent is

approximately $0.3 million per year. As a restiltree MIVA Media Sale this agreement was assigieetthé buyer.
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Sublease Income

In March 2009, in conjunction with the MIVA Mediaf®, we licensed one floor in our office locatedort Myers, Florida (approximately
10,940 square feet) to the buyer with the intemiotovert into a sublease agreement upon receiphdford consent. The term of the license
agreement commenced on March 13, 2009, and ippisated to end on November 30, 2012. The sublemsegnts are expected to be
received ratably over this term.

In August 2007, we entered into a real estate sgblagreement with an unrelated party to subl€a4& 2 square feet (approximately 50% of
our space) in our office located in Fort Myers,rila. The term of the sublease agreement commenrtédigust 17, 2007 and ends on
November 30, 2012, unless certain conditions (éisel) are met for earlier terminatic

Capital Leases

In September 2008, we entered into non-cancelabkek with unrelated third parties for software r@hated maintenance, and hardware, for
our new Transformation Project. The total fair kedivalue of this software was approximately $1illion with a lease term of nineteen
months. The software lease has an imputed inteatessbf 9% with quarterly cash outlays of approxeha$0.2 million. The total fair market
value of the hardware was approximately $1.1 millidth a lease term of three years. The hardwargel&das an imputed interest rate of
12.0%. As a result of the MIVA Media sale the haagevlease was assigned to Adknowledge, therefereethted capital lease obligation of
approximately $0.7 million has been removed fromdsnsed consolidated balance sheet as of Marc208®, As of March 31, 2009 the
software lease has not yet been assigned to Adletiy®| however, under the terms of the MIVA Media sgreement, Adknowledge will
pay 50% of the lease payments under the softwase lentil the earlier of the assignment of thedeasAdknowledge or end of the lease
term. Therefore, the net book value of the capidl software of approximately $0.8 million, nettlbé $0.3 million portion of remaining
payments that Adknowledge is required to pay, leesnbncluded in the assets sold and liabilitiesassl in the MIVA Media Sale as
disclosed in Note C above.

Guaranteed Royalty Payments

As a part of our Media Division operations, we havieimum contractual payments on a royalty beaniag-exclusive license to certain
Yahoo! patents payable quarterly through Augus020Qur rights and minimum payment obligations urttles agreement were not assigned
to or assumed by Adknowledge as part of the MIVAdMeSale. Therefore, since we are no longer opydtie MIVA Media business, the
remaining minimum payments of approximately $1.0iom due by us under the agreement have been ed@s of March 31, 2009, and are
included in loss from discontinued operations fa three months ended March 31, 2009.
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Summary

The amounts of the above commitments as of Mar¢l2@Q9, are as follows (in thousands):

2009 2010 2011 2012 2013 beyond Total
Operating Lease 1,41( 1,55¢ 1,464 1,411 517 1,13( 7,48¢
Sublease Incom (813) (800) (727) (669) — — (3,009
Capital Lease 45( 12¢ — — 57¢
Guaranteed Royalty Paymel 60C 40C — — — — 1,00(
Distribution Partner Paymen 58 — — — — — 59

NOTE N — SEGMENT INFORMATION

Historically, our two operating divisions have bééh/A Media and MIVA Direct, which aggregated intme reportable segment,
performance marketing. Further, as described ite lo— Sale of MIVA Media and Discontinued Operatipwe divested our Media
business resulting in MIVA Direct becoming our oolyerating division. Revenues and long-lived asseldIVA Direct are all within the
United States. Therefore, no separate segmenosiises are presented as of and for the three mentthed March 31, 2009 and 2008.

NOTE O — INCOME TAXES
Income Tax Expense

The income tax expense for the three months endedivB1, 2009 and 2008 of $0.014 million and $0.8l8on, respectively are primarily
due to the FIN48 interest expense, which is replaatea discrete item.

The effective tax rate is impacted by a varietgstimates, including the amount of income expedtethg the remainder of the fiscal year,
the combination of that income between foreign doihestic sources, and expected utilization of dagés that have a full valuation
allowance.

NOTE P — TREASURY STOCK

During the three months ended March 31, 2009, thragany’s shares held in treasury increased byahdb7,252 shares or approximately
$1.0 thousand. This increase in treasury shasedteel from shares withheld to pay the withholdisges upon the vesting of restricted stock
units during the period.

Item 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations containvémd-looking statements, the
accuracy of which involves risks and uncertaintié¢e use words such as “anticipates,” “believeplahs,” “expects,” “future,” “intends,”
“estimates,” “projects,” and similar expressionsdentify forward-looking statements. This managei's discussion and analysis of
financial condition and results of operations aeatains forward-looking statements attributededain third-parties relating to their
estimates regarding the growth of the Internegrhmt advertising, and online commerce marketssaedding.
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Readers should not place undue reliance on thesarfd-looking statements, which apply only as & date of this report. Our actual results
could differ materially from those anticipated rese forward-looking statements for many reaséiastors that might cause or contribute to
such differences include, but are not limited bmse discussed under the section entitled “RiskoFsicincluded within this report.

MIVA, Inc., together with its wholly-owned subsidiies, collectively, the “Company”, “we”, “
network company.

us” or “MA”, is an online advertising

MIVA Direct

We offer a range of products and services throughMiVA Direct division. MIVA Direct offers home @ige, desktop application and
Internet browser toolbar products under the ALOdniol: Our customizable ALOT Home Page, ALOT Desldog ALOT Toolbar are
designed to make the Internet easy for consumepsdding direct access to affinity content andrsé results. These products generate
over 2 million Internet searches per day.

MIVA Media

On March 12, 2009, we sold certain assets relatirur MIVA Media division. Following the sale, we longer operate the MIVA
Media business (see NOTE C — Sale of MIVA MediaiBisn), and as a result these operations are prgbas discontinued for all
periods presented. Our MIVA Media division wasaarction based pay-per-click advertising and pubigimetwork that operated across
North America and Europe.

Recent Developments

Asset Sal— MIVA Media Business

On March 12, 2009, we completed the MIVA Media Salee MIVA Media Sale further streamlined our opienas and is another step in our
overall strategy of developing and expanding oghhmargin, consumer-oriented toolbar, homepagedasktop search-related products. As
a result of the transaction, we have reduced dal b@adcount from 129 on December 31, 2008, tocqupately 50 at March 31, 2009. This
includes transferring approximately 75 MIVA Mediadacertain corporate staff to the buyer. Our reningi employees will work
predominantly out of the Company’s New York officesth a small number of our employees based inFaut Myers, Florida office.

We incurred approximately $1.2 million legal anddfincial advisory fees in connection with the sélthe MIVA Media business.

Perot Master Services Agreem:

On February 1, 2009, we entered into an amend&ntgndment”) to the Perot Master Services Agreemetit Perot Systems, pursuant to
which we had outsourced certain of its informatiechnology infrastructure services, applicationedlepment, and customer services
functions.

Under the terms of the amendment, the Master SExvigreement will expire on April 30, 2009, andtakr other provisions of the Master
Services Agreement have either been modified aniteated. The Amendment was entered as part of mgwing cost reduction measures and
to facilitate the streamlining of our MIVA Media emtions and the anticipated operational efficiescesulting from our new technology
platform.
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We expect Perot Systems to continue to provideigan development services for our new technolplggform and to work with us and t

buyer of our MIVA Media assets on the transitiorsefvices related to the expiration of the MastawiBes Agreement. It is also expected
that Perot Systems will continue to provide certatwork operations monitoring and after-hours supgervices to us and the buyer of the
MIVA Media assets on an ad hoc basis.

In connection with the Amendment, the Company kased a letter of credit to Perot Systems for apprately $1.0 million for a portion of
the remaining application development costs reltdgle Company’s new technology platform, whictswecluded in the assets sold as part
of the MIVA Media Sale. As of March 31, 2009, PeSByistems has drawn approximately $0.7 million as létter of credit. It is expected t
balance will be drawn in the quarter ended June309.

Bridge Bank Loan and Security Agreem

On March 12, 2009, we entered into a Consent andniment to Loan and Security Agreement (the “Amesrdif) with Bridge Bank, whicl
amends certain terms and conditions of the Loareément. Pursuant to the Amendment, MIVA Directdmee a borrower under the Loan
Agreement and granted a general security intematt Bssets to Bridge Bank. The Amendment funtinevides Bridge Bank’s consent to the
MIVA Media Sale, provided that the Company was iegflito repay immediately, out of the proceedhefMIVA Media Sale, all
outstanding advances plus any accrued interest tinelé.oan Agreement in the amount of approxima$dlyt million. In addition, no further
advances will be made under the Loan Agreemenitthietiparties have agreed upon new terms and é¢onsliftor borrowing. The
Amendment also provides that the letter of credfitifie benefit of Perot Systems in the remaininguamh of $0.7 million issued by Bridge
Bank be secured by a cash deposit. Perot Systathdrawn $0.4 million as of March 31, 2009. Thshcdeposit for the remaining $0.3
million to be drawn is included in restricted castthe accompanying condensed consolidated baktmeet.

Organization of Information

Management’s discussion and analysis of finandation and results of operations provides a tizean our financial performance and
condition that should be read in conjunction with accompanying financial statements. It inclutiesfollowing sections:

*  Results of operations

»  Liquidity and capital resources

e Use of estimates and critical accounting policies

e Special note regarding forward-looking statements
RESULTS OF OPERATIONS

Revenue

During the three months ended March 31, 2009, werded revenue of $6.2 million, a decrease of apprately 48.8% from the $12.1
million recorded in the same period in 2008. Therdase in our revenue is due to a combinatiordetcéine in our active installed product
base and a decrease in revenue rates per usebeli&iee the decline in our total active installed® is due primarily to a lower active
installed base at the beginning of the quarterpillion at December 31, 2007 compared to 4.6 onillat December 31, 2008, a 35%
decrease, coupled with reduction in advertisingiddeom approximately $7.6 million in the first #& months of 2008 to approximately $4.3
million in the same period in 2009, a 43.4% deczead/e believe our decline in revenue rates pariastue to the following reasons:

() reductions in revenue sharing rates and avigilabrvices from certain advertising partners;réguctions in the number of revenue
generating events on our installed product basgrdductions in search volume triggering lowevesue sharing rates in a tiered rate
structure; and (iv) general adverse economic camditoroadly affecting the value of search adviergis We believe the foregoing factors v
have a dampening effect on the level of MIVA Ditecevenue in 2009.
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Distribution of our new ALOT branded products dgrithe three months ended March 31, 2009, wasattasufficient to grow our active
ALOT live user count from 3.1 million on December, 2008, to 3.3 million as of March 31, 2009; atrbta31, 2008, the active A LOT live
user count was 2.1 million. This growth, howeweas offset by decreased revenue per user perfoemastrics for all products. Live user
count for our legacy brands declined from 1.6 willat December 31, 2008, to 1.1 million at MarchZ&109, and revenue rates per user
declined, leading to an overall decline in reveoomtributed by legacy branded products; at March2808, the active legacy brand user
count was 4.4 million. During the quarter ended ¢haB1, 2009, the decline in the installed base fiegacy brands outpaced the growth rate
of ALOT branded products, leading to a net dedimital MIVA Direct users.

We are actively seeking to stop the decline inamtive product installed base. We are focusingast effective distribution of our ALOT
branded products and limited distribution of oigdey brand because ALOT branded products delivapanoximately 100% higher revenue
per user rate than our legacy brands. Examples-ging initiatives to expand distribution of ALQFoducts include: (i) diversifying our
product line to include new platforms like Deskt¢ip,adding widget content to our products to exgppghe number of marketable verticals,
(iiif) optimizing landing pages for our advertisenteerand (iv) seeking new distribution relationshipisour efforts to improve our active
toolbars installed base is not successful, it Ve a material adverse impact on our businesmdial condition, and results of operations.

For the three months ended March 31, 2009 and 20@8customer of our MIVA Direct division, Googhgcounted for approximately 92.¢
and 92.1% of our consolidated revenue, respectively

We have been named in certain litigation, the auteof which could directly or indirectly impact thesults of our operations. For additional
information regarding pending litigation, referNote J — Legal Proceedings above.

We plan to continue our efforts to invest in ousimess and seek additional revenue through bratodéisars and other initiatives. We can
assure you that any of these efforts will be susfoés

Cost of Services

Cost of services consists of revenue sharing @ratrangements with our MIVA Direct distributioarmners, costs associated with designing
and maintaining the technical infrastructure thagports our various services, cost of third-partyjers of algorithmic search results, and
fees paid to telecommunications carriers for Irgenonnectivity. Costs associated with our tecHnidaastructure, which supports our
various services, include salaries of related teathpersonnel, depreciation of related computei@gent, co-location charges for our
network equipment, and software license fees.

Cost of services decreased to $0.5 million forttiiee months ended March 31, 2009, compared with i®dlion in the same periods in the
previous year. This decrease is primarily related teduction in the depreciation charge betweertwo periods relating to the impairment
charge in the quarter ended December 31, 2008.dfsstvices for the three month period ended M&d;i2009, compared to the same
period in 2008, increased as a percentage of revieam 6.2% to 7.3%. This increase in cost of s@mwias a percentage of revenue is
primarily attributed to a decrease in revenue.
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Operating Expenses

Operating expenses for the three months ended M&rch009 and 2008, were as follows (in millions):

For the Three Months 2009
Ended March 31, VS.
2009 2008 2008
Marketing, sales, and servi $ 47 $ 8.2 (3.5
General and administrati\ 3.1 4.2 (1.7
Product developmel 0.7 0.8 0.2
Subtotal 8.5 13.2 4.7
Amortization — 0.t (0.5
Total $ 8t $ 137 $ (5.2
Operating expenses, as a percent of revenue,ddhthe months ended March 31, 2009 and 2008, agefalows:
For the Three Months 2009
Ended March 31, VS.
2009 2008 2008
Marketing, sales, and servi 75.4% 67.7% 7.1%
General and administrati 49.4% 34.8% 14.€%
Product developmel 11.2% 7.C% 4.2%
Subtotal 136.(% 109.2% 26.5%
Amortization 0.C% 4.1% -4.1%
136.(% 113.6% 22.4%

Total

Marketing, Sales, and Service

Marketing, sales, and service expense consistsaphnof advertising spend for toolbar acquisitiarsl also includes payroll expense and
benefits related to individuals within this categor

Marketing, sales, and service expense decreasedxapptely $3.5 million for the three months endéadrch 31, 2009, to $4.7 million
compared to $8.2 million for the same period in@08dvertising spend used primarily to attractras# our alot.com brand decreased
approximately $3.3 million to $4.3 million in thieree months ended March 31, 2009, compared tof$i7t6e same period in the prior year.
The decrease in advertising spend was implemembedply to conserve cash and cash equivalentditihally, salaries and benefits

expense decreased $0.1 million.

General and Administrative

General and administrative expense consists priynaitipayroll and related expenses for executing administrative personnel; fees for
professional services; costs related to leasingntaiaing, and operating our facilities; travel tofr administrative personnel; insurance;
depreciation of property and equipment not reléeskarch serving or product development activitgpenses and fees associated with the
reporting and other obligations of a public comparad debts; and other general and administraéwaces. Fees for professional services
include amounts due to lawyers, auditors, tax ausjsand other professionals in connection withrafireg our business, litigation, and

evaluating and pursuing new opportunities.
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General and administrative expenses decreased.byriitlion in the three months ended March 31, 200%3.1 million compared to $4.2
million for the same period in the previous yeaecEeases contributing to this variance includet aaul office related expense ($0.1 million);
consulting services ($0.5 million); finance expengk0.1 million); salaries, benefits, and other Eaype expenses including share-based
compensation ($0.4 million). Included in salarigpense $(0.4) million and share-based compensakpanse $(0.4) million were amounts
related to severance expenses of a former exeayive termination.

Product development

Product development expense consists primarilpajroll and related expenses for personnel resplenfsir the development and
maintenance of features, enhancements, and fuaditiofor our proprietary services; and depreciatior related equipment used in product
development.

Product development costs decreased $0.1 milliothothree months ended March 31, 2009, as compartae same period in the previous
year. The primary reason for this decrease waslaction in the following category: salaries, béseind other employee expenses, inclu
share-based compensation expense ($0.1 millionridsd with the 2008 employee restructuring itiites.

Amortization

Amortization expense recorded for the three moattteed March 31, 2009, was $0.0 million comparebté million in the same period in
the prior year. This decrease was attributed tovemall reduction in our intangible asset basgildi for amortization, primarily as a result
the recorded impairment losses in prior periods.

Interest Income (expense), net

We had net interest expense of approximately $f@illipn for the three months ended March 31, 266Mpared to net interest income of
approximately $0.1 million in the same period ie firior year. The current year net expense retatggerest incurred related to our capital
lease obligations and interest expense incurrendithr our secured line of credit arrangement witlddgy Bank. In the prior year we earned
net interest income through our cash and cash afguivbalances, and as of March 31, 2008, hadetantered our capital lease obligations
or secured line of credit with Bridge Bank.

Gain on Sale of Discontinued Operations

On March 12, 2009, we sold the assets, net ofliligisiassumed, of our MIVA Media business for cashsideration of approximately $11.6
million, and subject to certain retained assetslaftilities, including assets and liabilities diet MIVA Media division in France, and post-
closing adjustments, estimated at approximately $tllion, which resulted in a gain on sale of appmately $6.9 million during the quarter
ended March 31, 2009. We incurred approximatel® $dillion of legal and financial advisory fees ionmection with the sale of the MIVA
Media division, which are included in the net gamsale. Our decision to divest our MIVA Media imess was due primarily to
inconsistencies between the division’s productsserdices and the Company’s current and futuréegfiaplan.

25




Table of Contents

Loss from these discontinued operations was $(Bilipn and $(2.8) million, respectively for thertle months ended March 31, 2009 and
2008. Included in the loss from discontinued ofiena for the three months ended March 31, 2008p@oximately $0.7 million of stock
compensation and severance expense resulting fetetmination of our Senior Vice President of MIWfedia, and approximately $1.0
million of minimum royalty payment expense accrasdesult of the MIVA Media Sale, as described agtd$ F and M to our condensed
consolidated financial statements as of and fothhee months ended March 31, 2009.

There is an estimated corresponding consolidatebb$s on this transaction, the difference in thekbgain and tax loss is estimated to be
approximately $10.7 million and is predominatellated to basis differences in goodwill, which waspaired at December 31, 2008, for bt
purposes, other intangible assets also impair@ge¢mber 31, 2008, and fixed assets, all of wHiehGompany had tax basis in excess of
book basis.

Income Taxes

The income tax expense for the three months endedivB1, 2009 and 2008, of $0.014 million and $8.81llion, respectively are primarily
due to the FIN48 interest expense, which is replaatea discrete item.

The effective tax rate is impacted by a varietgstimates, including the amount of income expedtathg the remainder of the fiscal year,
the combination of that income between foreign doihestic sources, and expected utilization of dagés that have a full valuation
allowance.

Net Loss from Continuing Operations

As a result of the factors described above, we igée@ a net loss from continuing operations of@(illion and $(2.3) million for the three
months ended March 31, 2009 and 2008, respectiwgtlich represents: a loss per weighted averageamualing share of $(0.08) and $(0.07),
respectively.

Weighted average common shares used in the eanpémgshare computation increased 0.6 million shiaoes 32.6 million shares for the ye
ended December 31, 2008 to approximately 33.2anilihares for the three months ended March 31,.208% increase is attributable to
shares issued upon the vesting of restricted sinitk.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2009, the Company had a total eashcash equivalents of $11.6 million. This repnés a $4.9 million or 73.2% increase
from the total cash and cash equivalents of $6llfomiat December 31, 2008. The increase in caah pvimarily due to the sale of the Media
business on March 12, 2009, and offset by: pay@ldsed to the June and August 2008 restructuniitigiives; expenses associated with
Perot, our outsourcing partner; and repayment idg@rBank related to our outstanding line of credit

Operating Activities

Net cash used in operations totaled $2.2 milliothenthree months ended March 31, 2009. Cashffiomv operations can be understood
starting with the amount of net income or loss adjiisting that amount for non-cash items and viariatin the timing between revenue
recorded and revenue collected and between expesmsled and expenses paid. The net income fgmratons ($1.1 million) included
non-cash items of a provision for doubtful accoyfts5 million), depreciation and amortization @enillion), and compensation expense
based on equity grants rather than cash ($1.0omijlli
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Thus, the cash used in operations before the affaoning differences was $1.7 million. With resp to revenue, the accounts receivable
decreased $(7.1) million, but was offset by thedestrease in our deferred revenue of approxim&@ly2) million. With respect to expenses,
the amount paid was more than the amount record&2 7 million. Payments and other decreases &tedovith our accounts payable,
accrued expenses and other liabilities were higiar the related amount of expenses ($3.3) milliom were offset by the decrease in pre
expenses and other items $(0.6) million.

With respect to the net income from operationsewvie had a gain on sale of approximately $6.9ioniltelated to the sale of the Media
business, the related net proceeds of $10.4 mélierclassified as cash flow from investing adtegit

Net cash used in operations totaled $7.3 milliotheathree months ended March 31, 2008. The sstftom operations ($5.1 milliol

included non-cash items including: a provisiondoubtful accounts ($0.04 million), depreciation @mdortization ($1.4 million), and
compensation expense based on equity grants théirecash ($0.7 million). Thus, the cash usedcerations before the effect of timing
differences was $3.0 million. With respect to mawe, the amount collected was approximately equtilé amount recorded; the amount
collected was less than the amount recorded ($0libmmincrease in accounts receivable) but offsgf increase in the revenue collected but
deferred to the future ($0.1 million increase ifietieed revenue). With respect to expenses, thaiatmgaid was more than the amount
recorded by $4.3 million. Payments on accountspkey accrued expenses and other liabilities wigiteeh than the related amount of
expenses ($4.1 million), as were the payments epgid expenses and other items ($0.2 million).

Investing Activities

Net cash provided by investing activities totalpgraximately $12.0 million during the three monémled March 31, 2009. Cashv
provided by: the net proceeds from the sale oMRéA Media business ($11.6 million), less legal dimancial advisory costs paid for the
sale of approximately $1.2 million; and cash redesom restriction ($2.0 million) as collaterat e secured line of credit agreement with
Bridge Bank. Offsetting these two sources was casgltl to purchase and develop capital assetsdinglinternally developed software ($0.1
million), and $0.3 million of cash restricted undecash account securing a letter of credit.

Net cash used in investing activities totaled agionately $0.9 million during the three months endiéairch 31, 2008. This use of cash\
for the purchase of capital assets and the devealopof internally developed software

Financing Activities

Net cash used in financing activities totaled agppnately $5.2 million during the three months endiéaich 31, 2009. This use of ce
consisted of a one-time payment to satisfy thegalilbn associated with paying off the secured diheredit agreement with Bridge Bank
($4.4 million) and cash used to pay the quartealynpents on the capital lease obligations ($0.8anijl

In the three months ended March 31, 2008 we dichae¢ any financing activities.
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Liquidity

We currently anticipate that our working capitabpiproximately $3.4 million, including cash andrcaguivalents of approximately $11.6
million as of March 31, 2009, along with cash flofrem operations, will be sufficient to meet owuquidity needs for working capital and
capital expenditures over at least the next 12 hwont

In the ordinary course of business, we may proindemnifications of varying scope and terms to aiilsers, advertising agencies,
distribution partners, vendors, lessors, businassers, and other parties with respect to certsitters, including, but not limited to, losses
arising out of our breach of such agreements, distuour recently executed MIVA Media Sale, sersite be provided by us, or from
intellectual property infringement claims made biyd parties. In addition, we have entered intbeimnification agreements with our
directors and certain of our officers that will vég us, among other things, to indemnify them agfagertain liabilities that may arise by
reason of their status or service as directordfaress. We also have agreed to indemnify certaimer officers, directors, and employees of
acquired companies in connection with the acqoisitf such companies. We maintain director ant@ffinsurance, which may cover
certain liabilities arising from our obligation itedemnify our directors and officers and formeredtors, officers, and employees of acquired
companies, in certain circumstances.

We evaluate estimated losses for such indemnifinatunder SFAS No. 5, Accounting for Contingencassinterpreted by FIN 45. At this
time, it is not possible to determine any poterigdility under these indemnification agreemenie tb the limited history of prior
indemnification claims and the unique facts andwinstances involved in each particular agreem®8ath indemnification agreements may
not be subject to maximum loss clauses. Histdyicale have not incurred material costs as a redudbligations under these agreements and
we have not accrued any liabilities related to sademnification obligations in our financial statents. If a need arises to fund any of these
indemnifications, it could have an adverse effecoar liquidity.

Our forecast of the period of time through which fimancial resources will be adequate to supportaperations is a forward-looking
statement that involves risks and uncertaintiesaadal results could vary materially as a resilhe factors described above and in the
section included in Part |, Item 1A, titled “Risla¢tors,” in our Form 10-K filed with the Securiti@sd Exchange Commission on March 31,
2009, subject to those material changes appeariRauiit 11, Item 1A of this Form 10-Q.

RESTRUCTURING
Restructuring — March 2009

As described in Note F, Departure of Company Exeestin March 2009. Approximately $0.4 millionseverance payments were accrued
as restructure reserve and are included in loss fliscontinued operations during the quarter edacth 31, 2009. This amount is expected
to be paid by April 2010.

Restructuring — August 2008 United Kingdom, Germany France, and Spain Operations

On August 21, 2008, the Company initiated a restinireg plan that further consolidated the MIVA MadtU operations primarily in one
office. The restructuring plan, which evolved talude a workforce reduction of approximately 4(péogees and cash payments totaling
approximately $2.1 million, is expected to be coatgdl by September 2009. The restructuring plantezsin the closure of our offices in
Germany, reductions in headcount in our officeBanis, Madrid and London, and exiting certain cactinal relationships with third party
contracts.
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Restructuring — June 2008

On June 17, 2008, the Company initiated a restrungfyplan in order to maximize efficiencies witlthe Company, eliminate certain
unprofitable operations, and better position thenGany for the future, including the closure of MIMA Media Italian operations.
Management developed a formal plan that includeddéntification of a workforce reduction totaliBf employees and cash payments
totaling approximately $1.0 million that was contpl&in February 2009.

Restructuring - February 2008

On February 19, 2008, the Company announced aicasting plan aimed at continued reduction of therall cost structure of the Company,
which was designed to align the cost structuresuofU.S. and U.K. operations with the operatioresds of these businesses. Management
developed a formal plan that included the iderdifwn of a workforce reduction totaling 8 employeskof which involved cash payments of
approximately $0.1 million made in the quarter ehdene 30, 2008.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements requiresagament to make estimates and assumptions tleat afhounts reported therein. The
most significant of these areas involving difficaftcomplex judgments made by management with otspehe preparation of our
consolidated financial statements in fiscal 20@9ude:

* Revenue

* Allowance for Doubtful Accounts
* Income Taxes

» Purchase Accounting

» Share-Based Compensation

* Legal Contingencies

In each situation, management is required to makmates about the effects of matters or futuretsvthat are inherently uncertain.

During the three months ended March 31, 2009, thave been no changes to the items that we distkxseur critical accounting policies
and estimates in our management’s discussion aalgisis of financial condition and results of opemas included in our Annual Report on
Form 10-K and Form 10-K/A for the year ended Decen#d, 2008, filed by us with the SEC on March Z109 and April 7, 2009,
respectively.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements in this report constitutedod-looking statements. In some cases, you camtifg forward-looking statements by

"o " ou ”ou " "

terminology such as “will”, “should”, “intend”, “gpect”, “plan”, “anticipate”, “believe”, “estimate™predict”, “potential”, or “continue”, or
the negative of such terms or other comparableit@logy. This report includes, among others, stegets regarding our:

* revenue;
* primary operating costs and expenses;

« capital expenditures;

e operating lease arrangements;

« evaluation of possible acquisitions of, or investiisen business, products and technologies;
« sufficiency of existing cash and investments to hogerating requirements; and

« expected future annualized operating expense retsdrom our restructuring.

29




Table of Contents

These statements involve known and unknown rigksedainties, and other factors that may caus@oaur industry’s past results, levels of
activity, performance, or achievements to be mallgrdifferent from any future results, levels afigity, performance, or achievements
expressed or implied by such forward-looking staets. Such factors include, among others, thegedlin Part I, Item 1A, titled “Risk
Factors” in our Form 1@ filed with the Securities and Exchange CommissiarMarch 31, 2009, subject to those material cearagppearin

in Part Il, Item 1A of this Form 10-Q. Although welieve that the expectations reflected in thevéwdlooking statements are reasonable
cannot guarantee future results, events, levedstofity, performance, or achievements. We doassume responsibility for the accuracy and
completeness of the forward-looking statements. dé/aot intend to update any of the forward-lookitgtements after the date of this report
to conform them to actual results.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
Foreign Currency Risk

As a result of the sale of the Media business wealdave material international revenues geneffadad continuing operations for the three
months ended March 31, 2009 and 2008. Howevenritatly we have had international revenues andtreesponding foreign exchange
rate fluctuations were recorded and these forexghange rate fluctuations were recorded withinabgets and liabilities of our foreign
operations in their respective local currencies thied translated into U.S. dollars in preparing @amdensed consolidated balance sheet. Thi
exposure to foreign exchange rate fluctuationsatiis part from intercompany accounts in which€asturred in the United States or the
United Kingdom are charged to our subsidiarieser&lwas no significant portion of the foreign caogtranslation adjustment related to the
assets sold in the MIVA Media Sale. However, infiltere, should the Company liquidate or partiditipidate its foreign subsidiaries
currency translation gain (or loss) relating toedassnd liabilities included in the liquidationcinding any related to intercompany accounts,
would be released from Other Comprehensive Incangatnings. These intercompany accounts are typidahominated in the functional
currency of the foreign subsidiary. Additionalfgreign exchange rate fluctuations may signifigaimhpact our consolidated results from
operations as exchange rate fluctuations on tréinsaadenominated in currencies other than thetfonal currencies of our parent company
or different subsidiaries result in gains and legbat are reflected in our condensed consolidstEdments of operations. The effect of
foreign exchange rate fluctuations on our constdiddinancial position for the three months endeatdt 31, 2009, was a net translation
adjustment of approximately $0.5 million. This tr@inslation adjustment is recognized within stod@trs’ equity through accumulated other
comprehensive income.

Item 4(T). CONTROLS AND PROCEDURES

Our management, under the supervision of and Wahparticipation of our Chief Executive Officer a@tief Financial Officer, has evaluated
the effectiveness of our disclosure controls amt@dures, as such term is defined in Rules 138-a5¢k15d-15(e) under the Securities
Exchange Act of 1934, as amended (the “Exchang®,Axd of the end of the period covered by this @arly Report on Form 10-Q. Based
on such evaluation and because of the material messkidentified below, our Chief Executive Offiegrd Chief Financial Officer have
concluded that our disclosure controls and proesiuere not effective as of the end of March 30920

We identified a material weakness in our interrmadtool over financial reporting. As defined by fRablic Company Accounting Oversight
Board (“PCAOB?") in Auditing Standard No. 5, a mas&mweakness is a deficiency, or combination ofaefcies, in internal control over
financial reporting, such that there is a reasanabissibility that a material misstatement of thmpany’s annual or interim financial
statements will not be prevented or detected amely basis.

Based on information we have received to date, ovedl believe that the material weakness impadtedjtiality of the financial information
for prior periods. Accordingly, we currently dotrexpect that we will be required to restate onaficial statements for any prior reported
periods.

The sale of the Media Division on March 12, 20@@uired that we shut down and relocate certain coengquipment used to store
electronic accounting information. During this repwe discovered that during the quarter ended Mat¢ 2009, a backup routine had not
been verified in accordance with our proceduresthatidata for a two week period had been lost.ilé\Whe were able to reconstruct the data,
this reconstruction and material adjustments oaogitate in the financial statement close processtfe quarter ended March 31, 2009,
resulted in having to rely on an extension of tfiwrefiling our first quarter 2009 Form 10-Q.

The Company is in the process of converting it®anting system to one that will be more effectind afficient in handling the accounting
information needed for the Company’s continuingrafiens and realigning responsibilities for operatof the system. Backup verification
procedures will be made an integral part of theesys

Except as described above, we have made no chamge internal control over financial reportingaannection with our first quarter 2009
evaluation that has materially affected, or is oeably likely to materially affect, our internalrmtool over financial reporting.
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PART Il OTHER INFORMATION
Item 1. Legal Proceedings
Shareholder Class Action Lawsuits

Beginning on May 6, 2005, five putative securifiesid class action lawsuits were filed againstng @ertain of our former officers and
directors in the United States District Court foe tMiddle District of Florida. The complaints @ethat we and the individual defendants
violated Section 10(b) of the Securities Exchangedt 1934 (the “Act”) and that the individual deféants also violated Section 20(a) of the
Act as “control persons” of MIVA. Plaintiffs purptato bring these claims on behalf of a class afiouestors who purchased our stock
between September 3, 2003 and May 4, 2005.

Plaintiffs allege generally that, during the putatclass period, we made certain misleading statemand omitted material information.
Plaintiffs seek unspecified damages and otherfrelie

On July 27, 2005, the Court consolidated all ofdhtstanding lawsuits under the case style In réAllinc. Securities Litigation, selected
lead plaintiff and lead counsel for the consolidatases, and granted Plaintiffs leave to file asotidated amended complaint, which was
filed on August 16, 2005. We and the other defatslmoved to dismiss the complaint on Septemb20@5.

On December 28, 2005, the Court granted Defendarasion to dismiss. The Court granted Plaintiéfiave to submit a further amended
complaint, which was filed on January 17, 2006. Fébruary 9, 2006, Defendants filed a renewed mdtiadismiss. On March 15, 2007,
Court granted in large part Defendants’ motionigadss. On March 29, 2007, Defendants filed a amtor amendment to the March 15,
2007, order to include certification for interloony appeal or, in the alternative, for reconsiderabf the motion to dismiss. On July 17,
2007, the Court (1) denied the motion for amendnteettte March 15, 2007, order to include certifiwatfor interlocutory appeal and

(2) granted the motion for reconsideration as #isisue of whether Plaintiffs pled a strong infeeeof scienter in light of intervening
precedent. The Court requested additional briefimghe scienter issue, and on February 15, 20@8rexl an Order dismissing one of the
individual defendants from the lawsuit and limititige claims that could be brought against anotidividual defendant. In addition,
Plaintiffs previously had moved the Court to cgréfputative class of investors, and Defendantdfiledibriefs in opposition thereto. On
March 12, 2008, the Court entered an Order centify class of those investors who purchased thep@oy's common stock from
February 23, 2005, to May 4, 2005. The Court dismissed two of the proposed class representdtivéack of standing. Plaintiffs have
served discovery requests on Defendants, and sikewtiry phase of the lawsuit is presently underway.

Regardless of the outcome, this litigation couldeha material adverse impact on our results beasiusefense costs, including costs related
to our indemnification obligations, diversion of nagement’s attention and resources, and otherrfacto

Derivative Stockholder Litigation

On July 25, 2005, a shareholder, Bruce Verduyedfd putative derivative action purportedly on tietfaus in the United States District
Court for the Middle District of Florida, againsrtain of our directors and officers. This actistbased on substantially the same facts
alleged in the securities class action litigati@saibed above. The complaint is seeking to reacdamages in an unspecified amount. By
agreement of the parties and by Orders of the Cthetcase was stayed pending the resolution arigiefnts’ motion to dismiss and renewed
motion to dismiss in the securities class acti@m July 10, 2007, the parties filed a stipulatiorcdntinue the stay of the litigation. On

July 13, 2007, the Court granted the stipulationdotinue the stay and administratively closedctdme pending notification by plaintiff's
counsel that the case is due to be reopened. @egsiof the outcome, this litigation could hawveaterial adverse impact on our results
because of defense costs, including costs relatedrtindemnification obligations, diversion of nagement’s attention and resources, and
other factors.
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Lane’s Gifts and Collectibles Litigation

As previously disclosed we entered into an agre¢mvéh the plaintiffs to settle this case in Janua®08 and received court approval in

April 2008. Under the settlement agreement, alinet against us, including our indemnification ghtions to a calefendant, were dismiss
without presumption or admission of any liabilitywrongdoing. Pursuant to the agreement, we askadul a settlement fund of $3,936,812,
of which $1,312,270 was accrued as litigation sgtént expense as of December 31, 2007 and paldn&2008, for plaintiffs’ attorneys’
fees and class representative incentive awardsthanoalance is in advertising credits relatinghi class memberadvertising spending wi
us during the class period. Advertising credith e recorded as reductions to revenues in theg@ethey are redeemed. For the three
months ended March 31, 2009, approximately $1,Atlvertising credits were redeemed. Subjectaddims of the advertising credits,
AdKnowledge, the purchaser of the MIVA Media Diwisj will redeem the advertising credits on an ongdiasis and, subject to a threshold,
we have agreed to reimburse AdKnowledge for expeassociated with the advertising credits.

Other Litigation

We are a defendant in various other legal procesdirom time to time, regarded as normal to ouir®ss and, in the opinion of
management, the ultimate outcome of such procesdirggnot expected to have a material adverset effiecur financial position or our
results of operations.

No accruals for potential losses for litigation sgeorded for the above referenced items as of Mat¢ 2009, and although losses are pos
in connection with the above litigation, we are bieao estimate an amount or range of possible Inssccordance with SFAS 5, but if
circumstances develop that necessitate a lossnganity being disclosed or recorded, we will doAée expense all legal fees for litigation
incurred.

Item 1A. Risk Factors

We desire to take advantage of the “safe harbaripions of the Private Securities Litigation RefoAct of 1995. Accordingly, we
incorporate by reference the risk factors discldad@lart I, Item 1A of our Form 10-K/A filed withé Securities and Exchange Commission
on April 2, 2009, subject to the new or modifieskrfactors appearing below that should be readmuaction with the risk factors disclosed
in our Form 10-K.

Risks Relating to Our Business

One paid listings provider, which is a competitor ours, accounts for a significant portion of our onsolidated revenue and any
adverse change in that relationship would likely reult in a significant decline in our revenue and oubusiness operations could be
significantly harmed.

In December 2006, we entered into an agreement@atbgle pursuant to which we agreed to utilize Gesgaid listings and algorithmic
search services for approved MIVA Direct websited applications. We renewed our agreement with @oogNovember 2008 for a two
year term beginning on January 1, 2009. We recesieare of the revenue generated by the paiddisgrvices supplied to us from Goog
The amount of revenue we receive from Google depepdn a number of factors outside of our coninaluding the amount Google charg
for advertisements, the depth of advertisementsadla from Google, and the ability of Googlesystem to display relevant ads in respon
our end-user queries. For the quarter ended MaitcB009, Google accounted for approximately 9206%ur consolidated revenue from
continuing operations. Our agreement with Googlgains broad termination rights. Google also caegwith our MIVA Direct business.
If (i) we fail to have websites and applicationpagved by Google; (i) Google’s performance detexies, (iii) we violate Google’s
guidelines, or (iv) Google exercises its terminatights, we likely will experience a significargédine in revenue and our business opera
could be significantly harmed. If any of thesecainstances were to occur, we may not be able doafitother suitable alternate paid listings
provider or otherwise replace the lost revenues.

Risks Relating to an Investment in Our Common Stock
Significant dilution will occur if outstanding options are exercised or restricted stock unit grantsest.

As of March 31, 2009, we had stock options outstantb purchase a total of approximately 1.5 millghares at a weighted average price of
$9.07 per share under our stock incentive plans.

Also, as of March 31, 2009, we had 2.4 million resed stock units outstanding including approxieta0.5 million in restricted stock units
that would vest upon the Company’s common stockhieg, and closing, at share prices ranging frodd@1o $12.00 for ten consecutive
trading days. The remaining approximate 1.9 niilliestricted stock units will vest in equal incrertseon January ® in years 2010, 2011,
2012 and 2013. If outstanding stock options asr@sed or restricted stock units vest, signifiadihttion will occur to our stockholders.
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Our stock price may result in our failure to maintain NASDAQ Marketplace Rules related to minimum sto& price requirements,
which could result in NASDAQ delisting our common sock.

NASDAQ Marketplace Rules require us to have a mimmtlosing bid price of $1.00 per share for our own stock. In the event that ¢
common stock closing bid price falls below $1.00 sieare for 30 consecutive business days we wdkéty Ireceive notice from NASDAQ

that we are not in compliance with Marketplace Rulehich could ultimately lead to the delistingonir common stock from the NASDAQ
Global Market if we were unable to maintain theuisde minimum stock price during the subsequeabationary period. On October 16,
2008, we received notice from NASDAQ immediatelg@ending the enforcement of the rules requiringtiirégmum $1.00 closing bid prict

In addition, NASDAQ also suspended the enforceréttie rules requiring a minimum market value oblely held shares. The suspension
of the minimum bid price and market value will remin effect through April 30, 2009, at which tirtieese rules are expected to be reinstated
unless they are further extended.

Recently our stock price has traded below $1.00emeth though we received a temporary reprieve ffasnotice, if our stock continues to
trade below $1.00 once the rules are reinstatedoudd likely receive notice from NASDAQ that ultingdy could lead to the delisting of our
stock. In the event that we were delisted fromNIB&SDAQ Global Market, our common stock would beeosignificantly less liquid, which
would likely adversely affect its value. Althoughr common stock would likely be traded over-thestter or on pink sheets, these types of
listings involve more risk and trade less frequeatid in smaller volumes than securities tradetherNASDAQ Global Market.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

During the three months ended March 31, 2009, wehased shares in connection with vesting of iestlistock units as described in the
table below.

Issuer Purchases of Equity Securities
(d) Maximum Number

(c) Total Number of (or Approximate Dollar
(a) Total Shares (or Units) Value) of Shares (or Units)
Number of (b) Average Purchased as Part o that May Yet Be

Shares Price Paid Publicly Announced Purchased Under the
Period Purchased per Share Plans or Programs Plans or Programs
Jan. 1, 2009 through Jan. 31, 2( 725z $ 0.18 n/a n/a
Feb. 1, 2009 through Feb. 28, 2( — — n/a n/a
Mar. 1, 2009 through Mar. 31, 20 — — n/a n/a
Total 7,252(1)$ 0.18 —

(1) Represents shares withheld by us upon thengesfirestricted stock units to satisfy withholdiages.
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Item 6. Exhibits
See Index of Exhibits.
Signatures

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

MIVA, Inc.

Date: May 20, 2009 By: /s/ Michael Cutle

Michael Cutler

Chief Financial Office

(Duly Authorized Officer and Principi
Financial Officer)
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The following exhibits are filed as part of andangorated by reference into this report:

Exhibit No. Footnote Description

2.2 a* Asset Purchase Agreement dated March 12, 2009 aimiohg, Inc., B & B Advertising, Inc., MIVA
(UK) Limited, U.S. Acquisition Sub, Inc., Ajax Meali_td., and Adknowledge, In

10.1 b* Amendment No. 2 to the Agreement and Work OrderNadated February 1, 2009 between MIVA, |
and Perot Systems Corporatit

10.2 b Consent and Amendment to Loan and Security Agreedeted March 12, 2009 among MIVA, Inc.,
MIVA Direct, Inc. and Bridge Bank, National Assotian.

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer of PeriadFinancial Reports pursuant to Section 906 of the

Sarbane-Oxley Act of 2002, 18 U.S.C. Section 13!

32.2 Certification of Chief Financial Officer of PeriadFinancial Reports pursuant to Section 906 of the
Sarbane-Oxley Act of 2002, 18 U.S.C. Section 13!

Footnote References:
(a) Incorporated by reference to the exhibit previodisgéd on March 18, 2009 with MIVA’s Form 8-K.
(b) Incorporated by reference to the exhibit previodigdd on March 31, 2009 with MIVA’'s Form 10-K.

* Portions of this exhibit have been omitted pursuart request for confidential treatment filed wittle Commission under Rule 24b-2. The
omitted confidential material has been filed sefgdyavith the Commission. The location of the ortticonfidential information is indicated
in the exhibit with asterisks (***).

The Agreements that have been filed orripa@ted herein by reference (the “Agreements”)rackided to provide investors and
security holders with information regarding theirms. They are not intended to provide any othmamftial information about the Company
its subsidiaries and affiliates. The representati@rarranties and covenants contained in eacheoAgmieements were made only for purposes
of the Agreements and as of specific dates; wdsdysfor the benefit of the parties to the Agreesemay be subject to limitations agreed
upon by the parties, including being qualified lopfidential disclosures made for the purposeslotating contractual risk between the
parties to the Agreement instead of establishiegehmatters as facts; and may be subject to stisidamateriality applicable to the
contracting parties that differ from those appliedio investors. Investors should not rely on gygresentations, warranties and covenants or
any description thereof as characterizations ofttiigal state of facts or condition of the Compangny of its subsidiaries or affiliates.
Moreover, information concerning the subject matfethe representations, warranties and covenaaysaimange after the date of the
Agreements, which subsequent information may or nwybe fully reflected in public disclosures by tBompany.
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Peter A. Corrao, certify that:
1. | have reviewed this quarterly report on Form 10f®/1IVA, Inc.;

2. Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material
fact necessary to make the statements made, indfghe circumstances under which such statemeats made, not misleadi
with respect to the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfer registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimegort our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial reporting; and

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatioriernal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting
which are reasonably likely to adversely affectrtbgistrant’s ability to record, process, summaad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant’s internal control over financial repogt

Date: May 20, 2009 /sl Peter A. Corra
Peter A. Corrac
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael Cutler, certify that:
1. | have reviewed this quarterly report on Form 10f®/1IVA, Inc.;

2. Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material
fact necessary to make the statements made, indfghe circumstances under which such statemeats made, not misleadi
with respect to the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfer registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimegort our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial reporting; and

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatioriernal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardioéctors (or persons
performing the equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting
which are reasonably likely to adversely affectrtbgistrant’s ability to record, process, summaad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant’s internal control over financial repogt

Date: May 20, 2009 /s/ Michael Cutle
Michael Cutler
Chief Financial Officer




Exhibit 32.1

CERTIFICATION OF PERIODIC FINANCIAL REPORT PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002, 18 US.C. SECTION 1350

The undersigned hereby certifies that he is thg dppointed and acting Chief Executive Officer d\M, Inc., a Delaware
corporation (the “Company”) and hereby further ifiet as follows:

Q) The Quarterly Report containing fineah statements to which this certificate is anilkittiully complies with the
requirements of Section 13(a) or 15(d) of the S&esrExchange Act of 1934; and

2 The information contained in the Qady Report to which this certificate is an exhitairly presents, in all
material respects, the financial condition and lteaf operations of the Company.

In witness whereof, the undersigned has executddlalivered this certificate as of the date sahfopposite his signature below.
May 20, 2009 /s/Peter A. Corra

Peter A. Corrac
President and Chief Executive Offic




Exhibit 32.2

CERTIFICATION OF PERIODIC FINANCIAL REPORT PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002, 18 US.C. SECTION 1350

The undersigned hereby certifies that he is thg dppointed and acting Chief Financial Officer oM, Inc., a Delaware
corporation (the “Company”) and hereby certifieddmws:

Q) The Quarterly Report containing fineah statements to which this certificate is anilkittiully complies with the
requirements of Section 13(a) or 15(d) of the S&esrExchange Act of 1934; and

(2 The information contained in the Qaey Report to which this certificate is an exhitairly presents, in all
material respects, the financial condition and lteaf operations of the Company.

In witness whereof, the undersigned has executddlalivered this certificate as of the date sahfopposite his signature below.
May 20, 2009 /s/ Michael Cutle

Michael Cutler
Chief Financial Officer




