COMPANY NOTE
Finals
17 April 2019

CORPORATE

MOBILE TORNADO GROUP PLC (MBT.L)

Current price

Success of new Capex model

5.05p

Sector

TMT

Code

Finals from Mobile Tornado (MBT.L), a leading global provider of Push To Talk
over Cellular (PoC) solutions, were in line with forecasts and February’s trading
update with revenue growth (+17.5%) and good cost control resulting in a 49%
reduction in adj. EBITDA loss to £0.9m. There was growth both year on year but
also H2 over H1 with the success of the new Capex model that bundles hardware
and perpetual licences. Recurring revenue was essentially flat. MBT has
developed an enterprise-grade platform with a broad and deep set of instant
communication applications with competitive advantages in availability,
performance, capacity, functionality and price. Technical improvements have
expanded the addressable market and management reports numerous
engagements with high value Public Safety and Government Agency
organisations for the first time as well as new industry verticals that are
investigating PoC for worker efficiency applications. The timing associated with
these larger deployments are difficult to predict and hence these sit outside our
current forecasts. These point to a move into sustained profitability in FY19.
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FY performance – Revenue increased 17.5% to £3.0m. Within this, recurring revenue
was stable at £2.0m while non-recurring revenue (installation fees, hardware,
professional services and perpetual licence fees) doubled to £0.9m. The hardware
component depressed GM (89.4% versus 95.8%) but gross profit increased 9.7% to
£2.7m. The operating cost base reduced 14.5% to £3.5m as the benefits of the
investment in the development and operating efficiencies of MBT’s technical platform
have come through. Adj. EBITDA loss reduced £0.8m to £0.9m. Net debt of £8.1m
(FY17: £9.8m) includes £6.3m of preference shares held by InTechnology, its majority
shareholder. During FY18, MBT capitalised £2.5m of short-term debt owed to
InTechnology, raised £1.2m in new equity and secured an additional working capital
facility of up to £300k to help fund the Capex model.
Outlook – The successful addition of the bundled PTT solution (perpetual software
licence, smartphone and dispatch console) has shortened the sales cycle, added a new
hardware revenue stream and expanded the addressable market with a lower cost of
entry to PTT. This complements the existing recurring licence model. MBT has also
invested in its platform for Public Sector applications with greater user and channel
capacity, increased security, recording functionality and improved server efficiency
to reduce battery consumption. Management reports numerous engagements with
potential Public Sector customers. PoC offers functional and cost advantages over
traditional radio systems and MBT is positioned to capitalise on this considerable
opportunity.
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NET DEBT

NA
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NA
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Source: Mobile Tornado Group plc; Allenby Capital. *Adjusted EBITDA, PBT and EPS exclude non-recurring items

Please refer to the last page of this communication for all required disclosures and
risk warnings.
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