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Operator: Good day, ladies and gentlemen, and thank you for 
standing by.  Welcome to the Mandalay Digital Group Inc. Conference Call.  
During today’s presentation, all parties will be in a listen-only mode.  Following 
the presentation, the conference will be opened for questions.  If you have a 
question, press the star, followed by the one. 
 
 I'd now like to turn the conference over to John Mattio, 
MZ Group North America.  Please go ahead. 
 
John Mattio: Thank you very much, Operator. Online today is Mr. 
Peter Adderton, Mandalay's CEO; Mr. Bill Stone, CEO of Digital Turbine; and 
Andrew Schleimer, Advisor to the Company.  They will discuss the Company's 
financial and operating results for the period ended September 30th, 2013.  For 
those who are unable to listen to the entire call, we'll have an audio replay that 
will be available for one week. 
 
 As a reminder, statements made on this call may 
contain forward-looking statements which are subject to risks and uncertainties, 
and that Management may make additional statements in response to your 
questions.  Therefore, the Company claims the protection from the Safe Harbor 
for forward-looking statements as contained in the Private Securities Litigation 
Reform Act of 1995. 
 
 Now I'd like to turn the call over to Peter Adderton, 
CEO of Mandalay Digital.  Peter, the floor is yours. 
 
Peter Adderton: Thanks, John.  First of all, I'd like to thank you all for 
joining our call today.  You know, we are pleased with the results of the quarter, 
and feel good about our strategy and vision we embarked on in 2012.  We 
continue to believe that mobile content offers a huge opportunity for mobile 
operators.  You know, one of the challenges for the operators in the past has 
been how to create a content ecosystem that offers ease of us and compelling 
user experience while keeping a deliberate process simple and providing a 
simple way to restore (ph) these services on multiple devices, and at the same 
time ensuring the content stores (inaudible) fun to use, relevant content and must 
provide a compelling user-end experience. 
 
 You know, Mandalay today provides enabling 
technologies for the operators to handle this complex past through our DT IQ, 
Ignite, Content and (inaudible) products.  The challenge has been how do we 
coordinate all of these technology pieces without losing the very aspect of 
making it easier and fun for the user, and by doing this, creating an exciting use 



content ecosystem, something that we've been focused on since the inception of 
Digital Turbine.  We will continue to focus on signing more carriers and 
innovating at Mandalay over the next 12 months.   
 
 One thing I want to discuss on briefly is that we firmly 
believe that our focus on emerging markets is really starting to pay off.  Bill Stone 
will walk you through some recent global carrier wins, but I think it's important to 
remember that the growth in wireless smartphones is coming from these very 
global markets Mandalay is targeting. 
 
 We have over the past 20 months (inaudible) easy 
acquisition and various (ph) partnerships (inaudible) position to capitalize on this 
growth.  We have seen growth in revenues based on our investments into 
acquiring these companies and after price (inaudible) software and services.   
 
 Before I hand it over to Bill, I'd like to take this time to 
thank our incredible team at Mandalay.  As most of you know, when you acquire 
multiple companies over a short period of time, sometimes the integration of 
these companies takes longer than expected.  Let me say that the integration of 
these companies and the teams that run them have been incredibly smooth, and 
this is in no small part to our incredible staff at Mandalay throughout the globe.  
And as I know, it's on the top (inaudible) of our Company.  We intend to be back 
in front of you on very short order, announcing our new Chief Financial Officer. 
 
 Now I'll hand it over to Bill.   
 
Bill Stone:  Hey, thanks, Pete.  In addition to the release that 
came out this morning and in Peter's comments, I wanted to provide you some 
color on the results and some updates on some new products and customer 
wins. 
 
 So first, just to reconfirm the guidance, we continue to 
guide to 27 to 29 million in our revenues projected for the year.  This represents 
a 35 to 45% growth rate from our $20 million pro forma revenues we discussed in 
our road show, and from our investor presentation on the Mandalay website.  We 
continue to expect to turn adjusted EBITDA positive prior to the end of our fiscal 
year which ends March 31st, 2014. 
 
 For the quarter, our revenue has increased 37% from 
5.1 million in the first quarter of 2014.  These revenues were organic and were 
driven primarily by increases in DT Pay and DT Content Management. 
 
 We're not going to provide today any specific 
guidance for the third quarter, and this is really due to two main reasons: first is 
the seasonality of content sales, and the second is due to timing of some new 
contract wins.  On seasonality, as many as you know, many devices are 



activated in December and much of the revenue from Content sales happen 
within the first 30 to 60 days of activation, and we expect to see some spikes in 
revenue at the end of December and the beginning of January from the end 
consumer.  But while we are confident in what the total numbers will be, we may 
be cutting a bit fine on what happens in the last two weeks of December versus 
the first two weeks of January. 
 
 The second reason is we're also anticipating closing a 
few new material contracts by the end of the fiscal year which have set-up fees 
associated with them.  We're confident they will be—get closed, so those 
revenues are baked into our yearly guidance, but they could close in December 
or close in January, and thus impact the quarterly numbers positively or 
negatively, but none of this will have any impact on the numbers for the year.   
 
 And as I mentioned in our earnings release, we said 
we want to provide some updates on new products and operator wins, so what 
I'd like to do is quickly list those, and then what I'll do is go product by product to 
show you how they fit with the broader strategies of the Company and build on 
the results from the prior quarter. 
 
 Our first is we launched our DT E-books application 
across all the operators in the United States, and specifically Verizon will be 
working on—working with us to promote it.  Second, we will be launching our IQ 
product with Vodafone in Australia.  Third, we're going to be launching our music 
streaming product with a Tier-1 customer in Asia-Pacific in the next 30 days.  
Fourth, we'll be launching our Content Management product in Latin America 
with CNT (ph).  Fifth, we're going to be launching our Content Management 
product with AXIS in Indonesia.  Sixth, we'll be launching DT Ignite with AIS in 
Thailand.  And then finally, we've already launched Ignite with SingTel in 
Singapore. 
 
 So what I'd like to do now is provide some additional 
details on those announcements and then how they fit in the broader portfolio.  
And just as a reminder, our product mix is comprised of DT Content 
Management, DT Pay, DT Ignite and DT IQ. 
 
 First I'm going to talk about DT Content Management.  
DT Content Management is our Content Licensing business for things like music, 
books, games, and so on in the marketplace to sell and distribute that content.  
For the prior quarter, it was roughly 50% of our revenues and roughly 60% of our 
gross margin.  It's also been a catalyst that has allowed us to upsell to our 
current customers, products like IQ and Ignite.  We expect DT Content 
Management to continue to be a material part of our revenues over the guidance 
time period, but as time goes on we expect DT Content Management to be a 
growing number and absolute revenue, but a declining percentage of our total 
revenues as products such as Ignite, IQ and Pay grow. 



 
 Our current largest customers for DT Content 
Management include operators such as Telstra, Vodafone, SingTel, and 
Cellcom.  The Content Management business had some really noticeable wins in 
the Asia-Pacific region I wanted to touch on.  Of particular note, for the past 
quarter was our July announcement in—from Telstra in Australia and we 
expanded our relationship with them.  Telstra is Australia's largest mobile 
operator, and over 65% of Australians have them as their mobile service 
provider.  And this expansion was the material driver of our top line growth as 
Telstra has now outsourced nearly all of their mobile Content Management 
business to us. 
 
 And in addition in the region, as part of our synergies 
between our Logia and MIA acquisitions, we will be exporting a music service 
similar to Spotify to the Asia-Pacific market this year.  It’ll be launching with a 
Tier-1 operator in the next 30 days.  This streaming music service has proven 
popular in Israel and we have been able to export it to other markets for a very 
small investment of capital. 
 
 And finally in the region for Content Management is 
our expansion of our AXIS relationship in Indonesia.  AXIS has over 15 million 
subscribers and has recently announced they will be acquired by XL.  XL is one 
of Indonesia's largest operators with over 50 million subscribers, so we're 
extremely excited about our prospects in the Indonesian market to grow and 
expand our business. 
 
 In the Americas for DT Content Management, we're 
pleased to announce today that we've launched our E-books application into the 
U.S. market.  It will be available to all operators in the U.S., but specifically we 
are working with Verizon who will be promoting it across their 30 million plus 
Android devices.  We are also expecting to launch our E-books application in 
Australia later this year as well. 
 
 And finally in the Americas, we are pleased to 
announce our first DT Content Management customer in Latin America.  It will be 
with CNT in Ecuador.  CNT is looking to outsource their entire Content 
Management business to us.  We anticipate to launch CNT in the first quarter of 
next calendar year. 
 
 The next product I want to discuss was DT Ignite.  
Ignite's our mobile application management solution.  It's been launched in many 
global markets and will continue to be launched in new markets over the next six 
months.  To date, Ignite has not been a material driver of our results, nor will it be 
for the upcoming quarter; however, we expect it to become extremely material 
over the next 12 months as previously announced contracts begin to ramp further 
as our software is being installed; and secondly, we announced additional 



customers in the pipeline.  Ignite is an important growth and profitability driver for 
us as it has 100% gross margin and a greater than 80% EBITDA margin.  I'm 
pleased to announce that Cricket has now launched Ignite, and we are now 
pushing new mobile applications to their customers.  For those of you not aware 
of Cricket, their shareholders just recently approved the acquisition by AT&T and 
that transaction's in the process of closing and gaining the necessary approvals. 
 
 We've also launched Ignite with SingTel in Singapore.  
This is significant because of the size and scope of SingTel.  SingTel has over 
400 million global subscribers which is roughly four times larger than AT&T or 
Verizon.  We are in conversations about expanding that relationship into 
SingTel's other markets.  One of them is in Thailand through SingTel's 
subsidiary, AIS.  AIS has approximately 35 million subscribers and we expect to 
launch Ignite into Thailand by early next calendar year.  We are optimistic that we 
we'll have a few other announcements on Ignite by the end of this calendar year 
with a Tier-1 operator here in the U.S., as well as a couple of other Tier-1 global 
players.  Again, Ignite is not yet a driver of our results, but we do expect it to 
become more material over the next year as it is a driver of both top and bottom 
line growth.   
 
 The next product is IQ.  And just as a reminder, IQ is 
our search and discovery product that really helps customers connect to the 
people, brand, artists and so on they like most.  We've launched IQ into 
Indonesia and Israel, and earlier this year we announced that we would be 
putting our new version of IQ onto Telstra's devices by the end of the calendar 
year.  We're also excited that will be announced today that we can put IQ onto 
Vodafone devices in Australia as well.  We expect to start installing IQ on those 
devices by the end of this fiscal year. 
 
 We don't expect IQ to materially impact our financial 
results in the short term, but longer-term we believe it is a game changer for how 
customers to get to their content, and this will be a driver of future growth and 
one of the most strategic assets for the Company. 
 
 The final product is DT Pay.  At this time last year, DT 
Pay was doing basically zero in revenue.  We launched in Australia late last year 
and have seen impressive growth as the product is now on an annualized run 
rate of $9 million.  We announced the expansion of DT Pay into Italy now 
covering over 90 million devices there and will continue to look for markets where 
we believe our content provider relationships and operator relationships can be 
leveraged.  What we are seeing more broadly is the market for DT Pay or direct 
carrier billing is beginning to grow as content providers and aggregators want 
friction-free billing to end customers, and also they want more control over their 
distribution rather than it being overly reliant upon Apple's App store or the 
Google Play store. 
 



 The final operating business I wanted to talk about 
was Twistbox.  Twistbox is a legacy mobile content platform of business at 
Mandalay Digital that today accounts for between 5 to 10% of our revenues.  And 
although we don't have anything specific to announce today, we do expect to 
announce our strategic direction with the Twistbox business by the end of this 
calendar year, as we don't view it as core to our business on a go-forward basis. 
 
 And from the sale and installation of all these 
products, our quarter-to-quarter gross profit also increased.  We grew gross 
profits 38.5% from the 1.8 million in the first quarter of 2014, and gross margin for 
the second quarter of which 36.1% and that's up 30 basis points from the first 
quarter.  And as a result of an amortization schedule of intangibles, we also want 
to note that our non-GAAP gross margin was 43.5% for the quarter and 
exceeded the Company's guidance of 40%. 
 
 On operating expenses, we recorded approximately 
6.4 million in the quarter compared to 6 million in the prior quarter.  Roughly 2 
million of the current quarter op ex were non-cash items, specifically depreciation 
and stock-based compensation.  If we exclude these items, total op ex was 
actually down 5% compared to the prior quarter, even though we incurred 
incremental accounting and legal costs associated with the preparation for our 
public offerings. 
 
 And as you guys are all aware, we do have fixed 
costs associated with being a public company, but the operating leverage of our 
business will make those a lower and lower percentage of overall costs as time 
goes on, and as revenue grows we expect to see EBITDA margin expansion 
because much of the operating expenses are fixed versus variable. 
 
 In addition, reflected in the favorable 5% favorable op 
ex for the period, we've also reduced about 20% of our headcount as a result of 
synergies between the acquired companies, and now we're able to grow, 
redistribute and hire headcount in areas where we are scaling the business.  
Thus, our aggregate headcount will remain flat from the beginning of the year to 
the end of the year.   
 
 And finally, I just wanted to touch on our cloud-based 
infrastructure.  This gives us tremendous expense and operating leverage as we 
can ingest content at one point and then be able to distribute that content 
anywhere around the globe.  This is something that would have been time-
consuming and expensive with a lot of hardware, software and people just a few 
years ago.  So all of this really guides us back to the adjusted EBITDA 
measurement that we’re—that we want to (audio interference) or breakeven by 
the end of this fiscal year. 
 



 Our adjusted EBITDA for the quarter was a loss of 1.2 
million versus an adjusted EBITDA loss of 2.3 million in the previous quarter.  
This represented an improvement of 47.3% and demonstrates that positive 
momentum towards achieving a positive EBITDA by the end of this fiscal year.  
And really why we keep talking about the adjusted EBITDA to investors is that we 
just completed a capital raise and really want to emphasize today that we do not 
require additional capital to achieve organic profitability.  While we do want to 
maintain capital flexibility for potential accretive and organic opportunities, it's 
important to note that we expect to see the business on adjusted EBITDA basis 
profitable by the end of this fiscal year. 
 
 Below the EBITDA line, we did incur a number of non-
cash nonrecurring costs relating primarily to the extinguishment of our secured 
and unsecured debt as we've now cleaned up our balance sheet holistically and 
now have no long-term cash obligations.  Our cash and cash equivalents totaled 
7.8 million at the end of September 30th, 2013.  This compares to 1.1 million at 
March 31st, 2013 and 1.6 million at June 30th, 2013.   
 
 And finally, before I turn it back to Pete for closing 
comments and then we open up the floor for Q&A, our real focus area for us is 
how we can assist investors and better understand our business both in terms of 
how we communicate new customer and product wins, as well as establishing 
operating metrics to better understand the drivers of our future revenue and cash 
flows.  We're working with our operator partners on how to best disclose this new 
win.  Unfortunately, it's not easy for us to get press releases from them on each 
new initiative, especially in a timely manner in a highly competitive market, so 
we're working on how best to communicate to all of you in a transparent manner.  
We expect to have a follow-on call with everyone here before the end of this 
calendar year where we'll talk in more detail about some new product and 
customer wins, as well as share more detailed operating metrics and things that 
can really help you get your arms around our business and how to think about it.   
 
 Thanks and Pete I'll turn it back over to you for closing 
comments and Q&A. 
 
Peter Adderton: Thanks, Bill.  (Inaudible) we've received some great 
new carrier wins with SingTel, Vodafone and many others.  As you all know, we 
are committed to continue to add more products and services to these carriers.   
 
 You know, we've seen on many occasions that 
carriers take one other products only to shortly thereafter take—add more 
products, so this has really been a focus of Digital Turbine and Mandalay.  
(Inaudible) one product in, we're able to move out other fleets (ph) of products 
throughout those carriers.  So we're proud of what we've been able to do.  The 
landscape (ph) (inaudible) rapidly changing.  And we, along with our carrier 



partners, believe that we can play a role in this specific group of world customers 
that we're targeting.   
 
 So what I'll do now is hand it back to you, John, for 
questions. 
 
Operator:  Ladies and gentlemen, we will now begin the question 
and answer session.  As a reminder, if you would like to ask a question, please 
press the star, followed by the one on your phone.  To withdraw your question, 
press the star, followed by the two; and if you're using speaker equipment, 
please lift the handset before making your selection. 
 
 And our first question is from Jon Hickman with 
Ladenburg.  Please go ahead. 
 
Jon Hickman:  Hi.  Thanks for taking my call, Bill and Peter.  I have a 
couple of questions.  First of all, it seems like your product development cost is 
tied somewhat to your stock-based compensation expenses.  Can you help me 
understand how we can think about that line item going forward for the next 
couple of quarters? 
 
Bill Stone:  Sure.  Sure, so I'll take that one, Pete, from Jon.  Yes, 
so we, you know, we saw a total stock-based comp for the period at 1.9 million 
and approximately 500,000 plus of that was the expansion of shares is initially 
how is it deposited (ph) on the books, and then we expense and we terminate the 
agreement and, you know, that was associated with the prior transaction, so it's 
kind of a one-time event. 
  
 You know, if we exclude the charge, our product 
development was basically flat quarter-over-quarter.  And I think it's important to 
note in the first two weeks, our MIA product development costs of April were not 
part of the numbers, so if you put the two weeks of product development for April 
for MIA it's basically flat, and I kind of guide you back to my comments on 
headcount because the primary driver of head—of product development expense 
is headcount, and so as we say, we've got a lot of synergies in terms of, you 
know, being able to consolidate our technology development and our back office 
function from some of the acquisitions that we've done.  And so, you know, as 
our headcount’s going to be flat year-over-year from the beginning to the end, I 
think you can extrapolate that out to product development.  As we continue to 
grow and scale the business, obviously, we'll add some costs there, but that cost 
will be matched by revenue.  But in terms of this fiscal year, I think you can pretty 
much think of it as flat going forward. 
 
Jon Hickman:  So you take out the 500,000 and it's flat from there? 
 



Bill Stone:  Yes.  It's flat, plus the two—plus the two weeks of the 
MIA transaction that were part of the first quarter results. 
 
Jon Hickman:  Okay.  Then, Peter, you kind of touched on this in 
your last—in your comments, and Bill, too.  So you're going to have a call to help 
us understand how we can kind of take—you know, when you talk about the 
guys in Thailand have 35 million subscribers, how do we get a sense of how 
many of those subscribers you're actually getting on your platform? 
 
Peter Adderton: Yes, I mean Bill can answer this one as well.  You 
know, one of the issues that we have, Jon, is that we're a backend software 
solution to a customer, and it's really difficult for us, you know, often to get 
customers to agree to allow us to release the information that we would like to be 
able to release.  It is their information; it's their data.  Well, obviously it shows up 
in our revenues, but it shows up on our revenues after the fact and it’s very hard 
for us to guide the streak (ph). 
 
 Bill mentioned that we're trying to work on ways of 
being able to build metrics and numbers to the investors to be able to understand 
our business a lot better, but without giving up the confidentiality clauses that we 
have in our agreements with the carriers.  And that really is one of the struggles 
that we have and, again, today we've made some announcements and talked 
about some of the products which are live that are on sale right now, but you 
won't see a press release related to that or the quantity of people that have our 
products, but you can go into a store today and buy those products.  The 
problem is you don't see them because there's software sitting on top of a 
(inaudible) handset. 
 
 So that's always been a struggle for us and I think, 
Jon, what we're going to do in short order is we hear you and we understand that 
that is an issue.  We're working on a way to be able to get around that without 
obviously disclosing information that we're unable to disclose. 
 
Bill Stone:  And I think everything—I agree with everything Peter 
said and, Jon, I'd add two comments on to that.  You know, the first is you can 
back into a lot of those numbers so when we talk about, you know, in AIS in 
Thailand, you know, it's publicly available what their smartphone penetration is, 
what their Android share is and, you know, and then you can make some 
assumptions on devices and kind of back into some numbers, you know, there.  
So, I mean, forensics are there.  Obviously, you know, we're not going to be able 
to get that—AIS to allow us to communicate a lot of that, but the public 
information's there.   
 
 And then secondly, I'd say is that, you know, to 
Peter's point, you know, we're looking at our business kind of on two key metrics.  
You know, one is how many unique users on a monthly basis by geography, by 



product and so on are using our products and services; and then secondly, how 
much revenue are they generating.  And so we are working right now to make 
sure that we've got all the process and the systems in place to accurately 
represent and track that, and then as we come to you guys towards the end of 
this year, we'll be in a much better position to, you know, kind of articulate how to 
think about the business both in terms of growing revenue from existing 
suscribers, as well as continue to add uniques (ph) that are using our products 
and services. 
 
Jon Hickman:  Those would be great metrics.  Just a couple of quick 
questions, then.  So how—who was your first DT Pay customer?  Can you tell us 
that? 
 
Bill Stone:  Yes, our first DT Pay customer was EA. 
 
Jon Hickman:  No.  On the carrier… 
 
Bill Stone:  In Australia. 
 
Jon Hickman:  Oh. 
 
Bill Stone:  Yes, so it was a relationship with the content provider, 
EA, you know, who we have a fantastic relationship with and so EA wanted a 
way to go directly to their customers, not to the Apple App store or the Google 
Play store, and so they leveraged our DT Pay product and capabilities (cross 
talking). 
 
Jon Hickman:  Was that with Telstra in or…? 
 
Bill Stone:  Yes, we have conductivity with all of the operators in 
Australia, and so some go through Optus, some go through Telstra some go 
through Vodafone, but yes it's with all of them. 
 
Jon Hickman:  Okay.  And—okay.  And then just one other—you 
went through this really fast.  The Ignite product with SingTel, how many total 
subscribers does SingTel have? 
 
Bill Stone:  I believe SingTel has 2 to 3 million subscribers in 
Singapore, but I think the important point that we wanted to make on the SingTel 
agreement is the global nature of the agreement and that, you know, it's in their 
backyard. 
 
Jon Hickman:  But AIS is the sub of…? 
 



Bill Stone:  Yes, AIS would be their subsidiary in Thailand and 
then, obviously, they have a subsidiary in Australia, they have a subsidiary in the 
Philippines, Malaysia, et cetera. 
 
Jon Hickman:  So then the Thailand, you said that was 35 million 
subs? 
 
Bill Stone:  Yes, correct. 
 
Jon Hickman:  Okay, great.  Okay, thank you.  That's it for me.  I 
appreciate it. 
 
Operator:  Thank you.  And our next question is from Philip 
Gochez (ph), a Private Investor.  Please go ahead. 
 
Philip Gochez:  Thanks.  First I'd like to congratulate Management for 
being able to make the strategic acquisitions and restructuring that's created this 
unique business with the impressive growth potential.  I have two questions.  
Could you—first could you discuss Google's KitKat as it relates to the carriers' 
business going forward, and how and where Mandalay Digital might fit into that? 
 
Bill Stone:  All right, do you want me to take the first shot at that, 
Pete? 
 
Peter Adderton: Sure.  Sure, Bill. 
 
Bill Stone:  Yes, so—yes, so, you know, right now for—I guess 
for others on the call, KitKat is Google's—is Android's new operating system that 
has just been recently released, and there's a lot of features and functionality that 
are basically trying to integrate Google's products and services more tightly 
together. 
 
 You know, I see this as a huge positive for what we're 
doing, and I say that for two reasons.  Number one is it’s building awareness of 
the importance of the user experience and improving the user experience in 
terms of how to get the smartphone content and, you know, that's what we do, 
and to have a brand like Google doing that is great.  But the second thing that 
Google's doing is they're trying to only make it around Google.  So if you want to 
go to other things it becomes very cumbersome and difficult.  So, for example, if 
you just want to send a text message, and that contact’s in there, you get 
prompted to go to Google Hangout.  Well, you know, those are things that I think 
many customers will find displeasing.  Now if you're an operator or an OEM, now 
you're being even further marginalized as Google's trying to take over the user 
experience away from you.   
 



 So the fact that they're building awareness around it 
and then we have the products and services that can go to the operators and the 
OEMs to offer a unique user experience, I think is something that really positions 
us well.  And you're seeing this trend with Google doing it, obviously Apple and 
Facebook trying to take that relationship away from the operators and the OEMs 
and, you know, we're at the right place at the right time in my opinion to offer the 
services to compete back against those things. 
 
 And, Peter, if you want to add anything. 
 
Peter Adderton: Yes, no, I'd reiterate that.  I mean, obviously you've 
probably read also that, you know, Verizon’s not taking the Nexus 5 with KitKat 
on it, so I think that you're going to start to see it—and we've always said this 
from the beginning—you're going to start to see this industry kind of shake itself 
out a little bit.  And I think that the way we've positioned our Company and the 
way that we've positioned our products is really to give the tools and, you know, 
the weapons to the carriers to be able to fight to maintain a relationship with the 
user. 
 
 And I mean, it's still sort of—I think that this is more 
evidence that we're really pushing in the right direction and we're really giving our 
carrier partners the tools to be able to go into and be able to fight to maintain 
their relationships.  And as I've always said, there's a certain segment of the 
customers that the carriers will be always be able to go after and, you know, 
we're not out there trying to compete with Apple's iPhone or with Google 
indirectly.  We're really there just to enable the carriers the opportunity to be able 
to talk and offer, and as I said, create that content experience and then—and 
user experience which are some of the things that they’ve really struggled to be 
able to do.  So it's why I said, it's a very complex past when we try to explain our 
business, but we think through the, you know the DT IQ and Ignite and Content 
and Pay products that we have, it really simplifies that up for the carriers.  But as 
Bill said, we recognize (ph) that's good for us because it really does put a focus 
on our products for the carrier. 
 
Philip Gochez:  Yes, well, thank you.  The other question I had is what 
would be the impact on cash the warrant exercise will have and when might that 
be realized? 
 
Bill Stone:  Yes, the lion's share of our warrant have a cash and a 
cash with exercise provision, so we don't necessarily view warrant exercise as a 
material contributor to cash.  That said, the recent equity financing, as you know, 
were done with no warrants or derivative securities, it's straight common stock. 
 
Philip Gochez:  Okay.  There are 4.2 million warrants on the deal, am 
I correct? 
 



Bill Stone:  On the deal—or the Company currently has just about 
4 million warrants outstanding, that's right. 
 
Philip Gochez:  Four million warrants outstanding.  When might they 
be exercised and, you know, how would that impact the cash going forward? 
 
Bill Stone:  Well, so, yes, as I said, you know, the lion's share of 
those today are out of the money with a weighted average strike price at and 
around $3.50. 
 
Philip Gochez:  Oh, $3.50?  I thought it was $2.50.  I'm sorry. 
 
Bill Stone:  No, that's okay, weighted average price around $3.50 
per share. 
 
Philip Gochez:  I see.  Okay.  Okay, terrific.  Well, you've done an 
impressive job and congratulations on the quarter.  It was very, very impressive.  
Thank you. 
 
Bill Stone:  Thank you. 
 
Operator:  Thank you.  And our next question is from Peter 
Homans with Arthur Wood.  Please go ahead. 
 
Peter Homans:  Congratulations on a really good quarter.  I was 
wondering two things, one on pay and one on sort of overall mix of business.  
You, Bill, when you were going over the various lines of business, I presume 
that's the way you view the revenue streams, and you commented that a number 
of them would be not material in the very near term but would become material.  I 
was wondering, out of the total revenue that you reported for the quarter, what 
percentage is what I would refer to as recurring revenue, not one-time installation 
fees or things of that nature, but that are related to usage on the part of 
subscribers?  What percentage of total revenue is that and where is that 
percentage going? 
 
Bill Stone:  Yes, sure.  So, you know, just to back up on the 
products, as I mentioned, our Content Management business was, you know, 
just over 50% of our business for the quarter and then the remainder was divided 
amongst Pay, IQ, Ignite and Twistbox. 
 
Peter Homans:  Right. 
 
Bill Stone:  And so as we go forward in time, you know, we 
expect to see Ignite, in particular, be the one that we expect to see ramp as we 
go forward the next six to 12 months.  For the next upcoming quarter, yes, there 
will be definitely some setup fees as we sign up new customers, and those are 



one-time events, but how we structure our deal with the operators is we make 
sure that we get recurring revenue.  So we get paid whether it's every time a 
device goes out or whether or not we get recurring revenue from a subscription 
off a service or a download or whatever it has.  And the lion's share of our 
revenue today—you know, and I would probably say that's greater than 80, 90% 
of our revenue today—I would put into that bucket. 
 
 A small percentage of our revenue is one-time setup 
fee kind of things and really the whole purpose of setup fees for us is to 
accomplish two things: one is to cover our fixed cost to get new customers up 
and launched; and then second is we see that once we do setup fees, the 
customer has more skin in the game to get behind the products and services and 
market them.  So once they have skin in the game, they tend to be much better 
partners to us, so we like it for that reason as well.  It's much less about trying to 
drive revenues in the aggregate. 
 
Peter Homans:  And then as far as Pay goes, the growth, you know, 
that was very impressive and I'm wondering, from a sales standpoint, what's the 
pitch versus the other vehicles that content providers might use or companies 
that they might work with?  What is your pitch that drove what seems to me to be 
quite extraordinary unit growth? 
 
Bill Stone:  Yes, so our pitch on DT Pay is really just taking 
advantage of two macro trends that are happening.  Independent of our DT Pay 
product, there's two things happening in the marketplace.  The first thing is that 
customers don't want to get out their credit cards or even if they have a credit 
card or a bank, they don't want to enter in passwords and codes and things to be 
able to get content.  They want friction-free billing.  You see the content, you 
want to buy the content; make it easy for me. 
 
 The second thing we're seeing as a trend is that many 
content providers—I had referenced EA earlier as one of our early customers for 
this—is many content providers and content aggregators don't want to distribute 
their content through Google or Apple, and the reason for that is because of their 
market share and if Google or Apple decide to change the terms of those 
relationships, it could really adversely impact those content providers.  So the 
ability now to go directly to those customers and not go through a distributor like 
Google or Apple allows them not only increased margin opportunity, but also 
allows them more control over their destiny to take a more direct distribution 
approach.  So our sales pitch is pretty simple to say, "Hey take control of your 
destiny and give customers a better experience," and obviously you should see 
in the results that seems to be resonating. 
 
Peter Homans:  And to the—and just as a follow-on to that, should the 
extent that you have occasionally not been successful in making your pitch and 



bringing the customer in, what is the counterargument that the either customer or 
incumbent payer, provider makes? 
 
Bill Stone:  Yes, I'd say that a couple of things.  First is, you 
know, them adopting a strategy to go directly to the customer.  You know, a lot of 
content providers are—they build and develop content.  They don't think about 
distribution, so to think about distribution and have a different approach and 
perhaps be more reliant upon customer service and more reliant upon sales and 
marketing to get people to your content versus the distributor doing it, you know, 
those are—tend to be the things that would stand in the way of it. 
 
 But I expected to see, you know, that as a more of a 
theme or a trend, you know, as you go forward in time.  And, you know, just like 
you see a lot of people out there today in other bricks and mortar industries 
where they distribute their product to distributors and they build their own direct 
stores, I mean, no different here as the market continues to grow and evolve. 
 
Peter Homans: Okay.  Well, congratulations and thanks very much. 
 
Operator:  Thank you.  Our next question is from John Grubert 
(ph) with Hubert McBain (ph).  Please go ahead. 
 
John Grubert:  Yes, you said you're going to breakeven at year-end.  
I assume that means in the fourth quarter, the quarter ending March 31st, since 
you don't divulge monthly numbers; is that correct? 
 
Bill Stone:  Yes, it's by the end of the year. 
 
John Grubert:  No, but for the full quarter? 
 
Bill Stone:  No.  Yes, we're saying by the end of the year.  We're 
not saying for the full quarter. 
 
John Grubert:  Well, what is that mean?  You going to divulge the 
month of March then for everybody so you say you did it?  I don't get it.  You 
don't divulge monthly numbers so why would that be relevant? 
 
Bill Stone:  Well, I think it's relevant to show that the Company 
is—that the Company's improved 47% from last quarter to this quarter in terms of 
adjusted EBITDA; you're making substantial progress to cutting the loss and, you 
know, then showing that now the Company's crossed over to a positive territory.  
And really the bigger point we want to make here is not really whether it's 
monthly, quarterly and how the numbers are communicating in what timeframe.  
The bigger point that we want to make to investors is we just did a substantial 
capital raise and we want to make sure that investors are comfortable and 



confident that we don't need to go back out to the markets for additional capital 
based upon the capital that we just raised upon an organic… 
 
John Grubert:  Yes, okay.   So does that mean for sure that then 
that the June quarter will be profitable—will be EBITDA positive? 
 
Bill Stone:  Yes, we haven't provided the guidance yet.  I'd say 
stay tuned on the exact guidance and timing of the numbers.  The point, again, 
we want to leave you with here today is that, you know, we're marching on our 
way towards becoming a profitable Company and we're making substantial 
progress against that. 
 
John Grubert:  Okay.  And then I missed the beginning, but have we 
won any U.S. business, any U.S. carriers? 
 
Bill Stone:  Yes, so we just had announced, you know, we're now 
commercially live with Cricket who's in the process of being acquired by AT&T.  
We've also launched our E-books application here in the United States market 
and specifically are working with Verizon on promoting that service across their 
30 million Android devices.  And then we also mentioned in our commentary that 
we're optimistic we'll have another Tier-1 U.S. carrier products announcement 
before the end of this calendar year. 
 
Peter Adderton: Yes, I also (inaudible) beginning of my—when I 
switched (ph) the concept of the emerging markets, if you look at any of the 
numbers that are coming out of the wireless industry, the growth in smartphones 
is coming out of the exact markets that Mandalay’s targeting, so even though we 
would obviously like to have, you know, more carriers, not just U.S. carriers, but 
more carriers globally, we are strategically going after the carriers that we believe 
globally can quickly ramp out product and get our revenues coming back fast.  
But more importantly, we are going after—and there's 6 billion handsets in the 
marketplace and as you know there's 300 million here—we really are targeting 
the emerging markets and the growth.  And I think if you talk to anybody in the 
wireless industry, that's where they're looking for everybody to start targeting 
because it really is a tremendously positive move for us. 
 
John Grubert:  And last question, we've had a sort of—we've had a 
lot of recurring nonrecurring costs.  Are the nonrecurring costs over?  I mean, 
have we—is it (audio interference).  You say in each quarter, "These are 
nonrecurring, nonrecurring," but then we have more of them.  Are the 
nonrecurring costs over now? 
 
Andrew Schleimer:  I'll start here, Peter, Bill.  (Inaudible).  I mean, the 
lion's share of the last two quarters when we've executed on our strategy of 
acquiring companies and cleaning out the balance sheet that largely has been 
related to now the extinguishment of, conversion of, and repayment in debt and 



loan long-term obligation, that is all behind us.  So the lion's share of the last two 
quarters nonrecurring non-cash charges are in conjunction with things that are 
squarely behind us. 
 
Peter Adderton: Yes, and to Andrew's point, we have done a lot of 
cleaning up of the Company.  We've put it on NASDAQ; we've had an acquisition 
of MIA during that period and we've, you know, extinguished the debt.  There's 
obviously costs that come with doing that, and as Andrew pointed out, we're not 
doing that because we don't have any more debt; we're not going back to 
NASDAQ and we're not going to do another offering.  So I would argue that the 
lion's share of those are not coming back in the near future for us. 
 
John Grubert: So there'll be no more nonrecurring charges in the 
near-term that you can see? 
 
Peter Adderton: We definitely won't have the same recurring charges. 
 
Bill Stone:  Yes, no the materiality, John, that we've been talking 
about—I mean, if you look at the first quarter, you've got about 1.6 million of what 
we categorized as nonrecurring and roughly 2.2 million in the this quarter, rough 
justice (ph) lion's share of that is the amortization of debt discount, loan 
modification costs.  They'll… 
 
John Grubert:  I know that, (cross talking) but that doesn't answer the 
question.  I'm asking you are we done. 
 
Peter Adderton: From our perspective, John, just so you know, from 
what we see we, believe we're in a much better position not to see more of those 
popping out, if that's the answer to your question. 
 
John Grubert:  Okay. 
 
Peter Adderton: So knowing what we've had as these nonrecurring 
costs, we look out, we obviously know that the ones that we've seen in the past, 
we don't have in the future. 
 
John Grubert:  Thank you. 
 
Operator:           Thank you, and our next question is from Andrew 
D'Silva with Merriman Capital.  Please go ahead. 
 
Brian Murphy:  Hi.  It's Brian Murphy filling in for Andrew.  Thanks for 
taking my question.  Just had a question on the CFO search, Peter, it sounds like 
an announcement might be imminent here.  Is there a short list of candidates, 
and if so, can you tell us anything about the profile of these candidates?  Are you 
leaning more toward functional rather than domain expertise, any color there? 



 
Peter Adderton: Yes, I mean we are close, that's why I mentioned it 
that we believe we should be in a position to make an announcement fairly soon 
on the CFO.  I mean, that's been a really important—a really important push not 
only from my position, but also from the Board's position, and also (inaudible) the 
investors. 
 
 You know, we're a unique Company so we did go 
through a fairly active search.  We talked to a lot of people and looked at a lot of 
people.  I mean it's important, obviously, to have public experience, you know, a 
good accounting background for our Company.  And we have a great operator in 
Bill, so Bill understands the operations of the Company and, obviously, my job is 
to keep the vision and focus of the Company going in the right direction, but to 
round out the same with a CFO that has that public experience and the 
accounting background to get in and understand our business.  So we are close 
(inaudible) a long process.  The Board has gone through that process and we're 
pretty comfortable and confident that hopefully in short order we'll be announcing 
a CFO candidate. 
 
Brian Murphy: Okay, great.  And, you know, I'm not sure what you 
can disclose here, but I'm wondering if you can give us an update on the Ignite 
deployment of Telefonica.  Has Ignite been launched in any other geographies 
outside the original beta test area? 
 
Bill Stone:  Yes, so the short answer is that, yes, we've gone 
through an extensive kind of certification period with Telefonica.  We're now 
working country by country with Telefonica to get that deployed more broadly.  
Unfortunately, on a per customer basis, I can't give you any specific metrics on 
that today without, you know, getting into trouble from Telefonica, but 
nevertheless, you know, we are in active conversations with a variety of their 
operating companies to get Ignite launched and scaled more broadly, broad way 
(ph). 
 
Brian Murphy: Understand.  Okay, thank you. 
 
Operator:  Thank you, and we have a follow-up from Jon 
Hickman.  Please go ahead. 
 
Jon Hickman:  Hi.  Sorry, my question has been answered.  Thanks.  
(Inaudible.) 
 
Operator:  All right.  We have another follow-up from Philip 
Gochez.  Please go ahead. 
 



Philip Gochez:  Yes, on the warrant exercise, could we just have a 
little bit more clarity there?  You're saying the 4.2 million warrants are exercisable 
at $3.50 a share? 
 
Bill Stone:  No.  The weighted average cost of those warrants are 
roughly $2.48, $2.50. 
 
Philip Gochez:  The weighted average? 
 
Bill Stone:  (Cross talking) the question that you asked was 
around, you know, what cash proceeds the Company expects to receive in the 
event of a warrant exercise.  The lion's share of the warrants in the money today 
have a cashless exercise provision so we do not estimate warrants for cash 
proceeds from the exercise of warrants.  There are warrants issued with a $3 
strike or a $3 exercise that have cash exercise provisions and happy to take off-
line those that are cash versus cashless. 
 
Philip Gochez:  I see.  All right, well thank you very much. 
 
Operator:  Thank you.  And I'm showing no further questions.  I'll 
turn it back to Peter Adderton for closing comments. 
 
Peter Adderton: Well, again we thank everybody for taking the time 
and thanks to the guys for asking the questions.  We've tried over the past 
probably three to six weeks to do an outreach program to investors, both to old 
existing and new investors.  We're going to continue that.  Our lines are opened, 
even though we've done this, the questions, if anyone has a couple more 
questions that they want to ask us, (inaudible) so people can better understand 
our business and we'll continue to maintain our focus as a Company and we, 
again, appreciate the shareholder support that we get and, again, we thank you. 
 
Operator: This concludes our call for today.  Thank you for your 
participation.  You may now disconnect. 


