
	

	

Q1	2016	Conference	Call	Script	

May	20,	2016	–	11:00am	EDT	

Operator:	

Good	morning	and	 thank	you	 for	 joining	us	 to	discuss	Apivio’s	Q1	2016	results.	 	On	 the	call	 today	we	
have	Apivio’s	Chairman	and	Chief	Executive	Officer	Rob	Bakshi	and	Chief	Financial	Officer	David	Pais.			

At	 this	 time,	 all	 participants	are	 in	a	 listen-only	mode.	 	 Following	 the	presentation,	we	will	 conduct	a	
question-and-answer	session.	At	that	time,	I’ll	provide	instructions	for	how	to	queue	up.	I	will	now	turn	
the	call	over	to	David	Pais,	Apivio’s	CFO.		

	

David:	

Good	morning,	and	thank	you	for	taking	the	time	to	attend	our	conference	call	 for	the	first	quarter	of	
2016.		I’m	David	Pais,	Apivio’s	Chief	Financial	Officer.				

Today’s	agenda	is	as	follows:	In	a	few	moments,	Apivio’s	CEO	Rob	Bakshi	will	give	a	business	overview	
for	callers	new	to	Apivio’s	story.	Rob	will	then	talk	about	our	first	quarter	which	ended	March	31.	After	
that,	 I’ll	provide	a	detailed	review	of	our	 financial	performance	and	then	pass	the	call	back	to	Rob,	 to	
provide	a		some	closing	comments.		After	that,	we’ll	open	the	call	to	your	questions.	

But	before	we	proceed,	I’d	like	to	remind	everyone	that	certain	statements	in	this	presentation	may	be	
forward-looking	in	nature.		These	include	statements	involving	known	and	unknown	risks,	uncertainties	
and	 other	 factors	 that	 could	 cause	 actual	 results	 to	 differ	 materially	 from	 those	 expressed	 in	 the	
forward-looking	statements.	

Apivio	 makes	 its	 disclosures	 subject	 to	 the	 forward-looking	 statements	 disclaimer,	 and	 does	 not	
undertake	 any	 obligation	 to	 publicly	 revise	 these	 forward-looking	 statements	 to	 reflect	 subsequent	
events	or	circumstances	except	as	required	by	law	

For	additional	information	about	possible	risks,	please	see	our	MD&A	for	the	quarter	ended	March	31,	
2016,	which	can	be	found	at	www.sedar.com.			

With	that	out	of	the	way,	I’d	like	to	pass	the	call	over	to	our	CEO,	Rob	Bakshi.		Rob?	

	

Rob:	

Thank	you,	David	and	good	morning	everyone.		Thank	you	for	joining	our	Q1	2016	conference	call.			

Given	this	is	our	first	conference	call	I	would	like	to	give	everyone	a	brief	overview	of	the	business	and	
then	get	into	the	specifics	on	the	quarterly	performance	and	our	growth	objectives	going	forward.				

	



	

	

Apivio	Systems	 Inc.	 is	engaged	 in	the	design,	development,	marketing,	and	sale	of	Voice	over	 Internet	
Protocol,	also	known	as	VoIP,	 communications	equipment	and	software.	Headquartered	 in	Richmond,	
B.C.,	 Apivio	 began	 as	 a	 technology	 company	 called	Moimstone	 Corporation	 in	 South	 Korea	 in	 2003.	
Moimstone	had	a	history	of	supplying	VoIP	telephone	equipment	and	other	products	to	major	Korean	
Telcos	and	Broadband	carriers.		

In	May	2014,	Moimstone	Corporation	changed	its	name	to	Apivio	Systems	and	became	a	publicly	traded	
company	on	the	Toronto	Venture	Exchange.		A	Korean	subsidiary	called	“Moimstone”	still	exists	due	to	
the	 brand’s	 strong	 presence	 in	 the	 South	 Korean	 telecommunications	 industry.	 The	 Moimstone	
subsidiary	 supplies	 enterprise	desktop	and	Wi-Fi	 phones	 to	 South	Korea’s	 largest	 telecommunications	
companies.	 	 In	2015,	 it	generated	about	$56	million	of	revenue	in	that	market	and	about	$5	million	in	
adjusted	EBITDA	after	normalizing	for	head	office	costs.	More	than	5	million	phones	have	been	sold	in	
Korea	since	Moimstone’s	inception.	Apivio	as	a	whole	generated	$60M	in	sales,	$2.1M	adjusted	EBITDA	
and	$1M	in	net	income	in	2015.	

Moimstone’s	 cash	 flow	 funds	 majority	 of	 R&D	 on	 new	 products	 that	 we	 are	 launching	 in	 the	 North	
American	markets.		As	you	might	know,	we	have	recently	launched	the	Monet-series	of	VoIP,	enterprise,	
smart	desk	phones.		Our	vision	is	that	one	day,	every	enterprise	desk	phone	will	be	a	smart	phone.		This	
is	what	led	us	to	build	an	android	based	smart	desk	phone.		This	open	platform	would	allow	productivity	
applications	designed	for	specific	vertical	markets	like	hotels,	hospitals,	retail,	sales	desks	and	so	on.	

This	vision	brought	NEC	Corporation	of	America	to	work	with	us	and	be	our	initial	market	channel.		NEC	
is	one	of	 the	world’s	 largest	enterprise	telephony	providers.	 	As	you	may	know,	NEC	America	ordered	
10,000	UT880’s	in	2015	which	were	all	delivered	on	schedule.			

In	the	meanwhile,	we	have	been	working	with	NEC	to	develop	android	apps	for	the	NEC	appstore.		We	
have	also	been	adding	features	and	functionality	to	the	phone	to	enable	it	to	work	in	various	enterprise	
environments.	 	 NEC	 America’s	 successfully	 integrated	 the	 phone	 into	 three	 of	 their	 private	 branch	
exchanges,	or	PBXs.	 	The	 largest	of	these	PBXs	can	accommodate	almost	200,000	users	and	 illustrates	
the	size	of	potential	future	enterprise	orders.	At	the	end	of	March	2016,	NEC	America	placed	an	order	
for	another	2,000	Monet	phones.			

NEC	America	has	created	an	App	Store,	and	Apivio	will	receive	a	share	of	the	revenue	from	every	app	
installed	on	a	Monet-series	phone.		The	platform	is	also	open	to	third-party	developers,	and	Apivio	will	
earn	a	share	of	revenues	from	third	party	apps	as	well.			

Apivio	has	also	developed	a	Wi-Fi	phone	called	the	Liberty	that	allows	enterprise	workers	to	use	their	
phones	anywhere	there	is	Wi-Fi	coverage	–	effectively	carrying	their	desktop	phone	around	a	distributed	
workplace.	This	makes	workers	in	warehouses,	airports,	factories	to	remain	connected	and	accessible	to	
the	enterprise	at	all	times.		Liberty-series	phones	are	already	selling	in	Korea,	and	Apivio	is	working	on	a	
strategy	to	introduce	the	phones	into	other	geographies	through	partners	and	dealers.		

	

	



	

	

Now	turning	to	the	quarter	ending	March	31,	2016,	it	was	another	year	over	year	growth	quarter.	We	
had	some	negative	effective	of	FX	on	margins	and	we	continued	to	invest	in	R&D	for	Korean	market	as	
well	as	Apps	for	the	NEC	product.	

Apivio’s	 Korean	 subsidiary	 (Moimstone)	 remained	 solid	 in	 Q1.	 Although	 our	 VoIP	 phones	 appear	
standard,	we	remind	investors	that	our	phones	are	installed	with	software	that	we	customize	for	each	
Telco	 and	 Broadband	 client	 in	 South	 Korea.	 	 This	 allows	 us	 to	 establish	 close	 relationships	with	 each	
customer	since	they	need	our	continued	support	of	their	installed	base.	As	a	result,	Apivio	is	the	leading	
vendor	of	VoIP	centrex	phones	in	the	Korean	market	and	this	business	continues	to	perform	well	on	a	
year-over-year	basis.	

Our	Korean	business	also	benefits	 from	natural	VoIP	adoption	 in	that	country.	Furthermore,	now	with	
over	5M	IP	phones	in	that	market,	we	also	benefit	from	the	two	to	three	year	replacement	cycle.	

Although	we	don’t	provide	guidance	at	this	point,	I	am	very	happy	with	the	pace	of	growth	in	our	Korean	
business	and	our	growth	opportunity	 in	North	American	market.	We	have	worked	hard	over	 the	past	
three	years	to	streamline	the	Korean	business	and	believe	we	have	developed	a	sound	business	strategy	
for	North	America.		

I	would	now	like	to	pass	the	call	back	to	David	Pais,	to	provide	more	details	on	the	first	quarter	financial	
results.		David?	

	

David:	

Thank	you	Rob.	 	 First,	 I	would	 like	 to	mention	 that	 all	 the	dollar	 amounts	 I	will	be	 referring	 to	are	 in	
Canadian	dollars	unless	otherwise	stated.			

Revenue	 for	 the	 first	quarter	of	2016	was	$13.1	million,	up	13%	year-over-year.	 	The	Korean	business	
accounted	 for	98%	of	 revenues,	with	 the	 rest	coming	 from	our	NEC	America	 relationship.	 	Sales	were	
lower	on	a	Quarter-over-quarter	basis.	Apivio’s	 sales	are	seasonally	weaker	 in	 the	 first	quarter	due	to	
the	 buying	 patterns	 of	 our	 Korean	 customers	 so	 the	 quarter	 over	 quarter	 decline	 is	 not	 unusual	 or	
unexpected.				

Although	our	 reporting	 currency	 is	 the	Canadian	dollar,	 the	majority	 of	 our	 sales	 are	denominated	 in	
South	Korean	Won.	During	 the	 first	quarter,	 the	Canadian	dollar	depreciated	against	 the	Korean	won.	
The	decline	 in	 the	Canadian	dollar	 in	 recent	years	has	 resulted	 in	 some	 revenue	growth	each	quarter	
from	translation	of	revenue	denominated	in	Korean	Won	into	Canadian	dollars.		In	the	first	quarter,	the	
weakening	of	the	Canadian	dollar	to	the	Korean	won	contributed	to	$489,000	of	the	increase	in	revenue	
compared	to	Q1	2015.			

Sales	 of	 our	 VoIP	 phones	 increased	 10%	 over	 last	 year’s	 first	 quarter	 to	 $11.4	million.	 	We	 sold	 just	
under	a	quarter	million	phones	in	the	first	quarter	of	2016.	As	of	March	31,	Apivio	has	deployed	more	
than	5	million	of	these	phones	in	the	Korean	market	since	inception.	

	



	

	

Sales	of	our	Wi-Fi	phones	in	the	quarter	was	$423,000	compared	to	$491,000	in	Q1	2015.	The	decrease	
was	 due	 in	 part,	 to	 the	 uncertainty	 of	 our	 largest	 Korean	 Wi-Fi	 phone	 customer	 being	 acquired	 by	
another	of	our	Korean	customers.	

Our	high-end	VoIP	phones	 and	 the	Android	deskphone	are	 classified	 as	media	phones	 in	our	 internal	
reporting.	 	Sales	of	Apivio’s	media	phones	rose	to	$991,000	 in	the	quarter	 from	$590,000	 in	the	year-
ago	quarter.	These	revenues	came	from	sales	of	the	high-end	IP700	VoIP	phone	that	was	introduced	in	
the	Korean	market	in	2014.			

Gross	 profit	 of	 $2.1	 million	 compared	 to	 $2.2	 million	 in	 the	 first	 quarter	 of	 2015.	 This	 represents	
quarterly	gross	margin	of	16%	versus	19%	the	prior	year.	 	About	40%	of	Apivio’s	cost	of	goods	sold	 is	
denominated	 in	 U.S.	 dollars,	 and	 our	 Korean	 sales	 are	 denominated	 in	 Korean	Won.	 	 The	 U.S	 dollar	
appreciated	 against	 the	 Korean	won	 during	 the	 quarter,	 negatively	 affecting	 cost	 of	 goods	 sold.	 This	
contributed	to	the	lower	gross	margins	in	Q1	2016	over	Q1	2015.	

R&D	expenses	were	$1.1	million	in	Q1	2016	compared	to	$861,000	in	the	same	period	last	year.		We	are	
developing	several	new	products	to	help	drive	recurring	revenue,	higher	margins	and	revenue	growth.	
These	 projects	 include:	 the	 cloud	 based	 registration	 system,	 continuous	 improvement	 of	 our	Android	
VoIP	phones	and	new	Korean	IP	phones.	

Selling,	 general	 and	 administrative	 expenses	 for	 the	 three	months	 ended	March	 31,	 2016	were	 $1.3	
million	compared	 to	$1.4	million	 for	 the	 same	period	 in	2015.	The	change	 in	2016	compared	 to	2015	
was	 the	 result	 of	 several	 factors:	 an	 increase	 of	 consulting	 fees,	 a	 decrease	 in	 employee	 salaries	 and	
benefits	and	a	lower	foreign	exchange	loss.	

We	are	pleased	to	report	our	eighth	consecutive	quarter	of	positive	adjusted	EBITDA.		Adjusted	EBITDA	
came	in	at	$70,000	compared	to	$90,000	in	the	first	quarter	of	2015.		

The	first	quarter	saw	a	$202,000	net	loss,	or	zero	cents	per	share,	versus	a	$193,000	loss,	or	zero	cents	
per	share,	in	the	year-ago	quarter.	

Net	cash	used	in	operations	was	$1.0	million,	due	mostly	from	a	decrease	in	working	capital.		Our	cash	
position	 as	 of	March	 31,	 2016	was	 $5.6	million,	 and	 our	 net	 debt	 position	was	 $2.2	million.	 Various	
financial	institutions	in	Korea	have	extended	credit	facilities	to	Apivio	at	interest	rates	varying	from	3	to	
6%	allowing	the	Company	to	cost	effectively	finance	its	working	capital	requirements.		

That	concludes	my	comments	on	the	first	quarter.	I	will	now	pass	the	call	back	to	Rob.		

	

Rob:	

Thank	you	David.	

Before	we	move	to	the	question	and	answer	period,	I	would	like	to	thank	Apivio’s	employees	for	their	
dedicated	work	ethic	and	our	investors	for	their	continued	support.	This	concludes	my	overview	of	our	
current	status	and	the	things	that	we’re	working	on.	 	 I	will	now	pass	the	call	over	to	the	Operator	 for	
your	questions.	



	

	

Operator	–	INSTRUCTIONS	FOR	Q&A		

	

Q&A		

	

Operator	–	END	OF	CALL		

This	 concludes	Apivio’s	 first	 quarter,	 fiscal	 2016	 conference	 call.	A	 replay	of	 this	 call	 is	 available	 at	 1-	
844-488-7474	for	callers	in	Canada	and	the	U.S.	A	webcast	replay	will	also	be	available	online	on	Apivio’s	
website	following	the	conference	call.	

Thank	you,	and	goodbye.	


