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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q includes statements of our expectations, intentions, plans, and beliefs that constitute
“forward-looking statements.”    These forward-looking statements are principally, but not solely, contained in the section captioned
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” These statements include, but are not limited
to, statements about our strategies, plans, objectives, expectations, intentions, expenditures and assumptions and other statements
contained herein that are not historical facts. Our forward-looking statements are generally, but not always, accompanied by words such as
“estimate,” “project,” “predict,” “believe,” “expect,” “anticipate,” “potential,” “should,” “will,” “may,” “plan,” “goal,” “can,” “could,”
“continuing,” “ongoing,” “intend” or other words that convey the uncertainty of future events or outcomes. We have based these forward-
looking statements on our current expectations and projections about future events and financial trends. The matters discussed in these
forward-looking statements are subject to risks, uncertainties and other factors that could cause our actual results to differ materially from
those projected, anticipated or implied in the forward-looking statements. Many of these risks, uncertainties and other factors are beyond
our ability to control, influence, or predict. The most significant of these risks, uncertainties and other factors are described in “Item 1A—
Risk Factors” in this Quarterly Report on Form 10-Q and in our Annual Report on Form 10-K for the year ended March 31, 2015 filed with
the Securities and Exchange Commission (the “SEC”) on June 10, 2015. These forward-looking statements reflect our views and
assumptions only as of the date such forward-looking statements are made. Except to the limited extent required by applicable law, we
undertake no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise.
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Pacific DataVision, Inc.

Consolidated Balance Sheets
 

      
      

  June 30,  March 31,
  2015  2015
  (Unaudited)    
ASSETS       
Current Assets       

Cash and cash equivalents  $ 175,851,438  $ 119,873,668 
Accounts receivable, net   403,634   395,172 
Prepaid expenses   728,570   629,790 

Total current assets   176,983,642   120,898,630 
Property and equipment   7,736,538   6,384,602 
Intangible assets   100,298,444   100,298,444 
Capitalized patent costs, net   220,247   220,783 
Other assets   30,105   25,630 

Total assets  $ 285,268,976  $ 227,828,089 
LIABILITIES AND STOCKHOLDERS' EQUITY       
Current Liabilities       

Accounts payable and accrued expenses  $ 2,324,196  $ 6,467,285 
Accounts payable - officers   15,728   40,668 
Deferred revenue   737,984   737,664 

Total current liabilities   3,077,908   7,245,617 
Deferred Revenue   6,194,332   6,376,518 

Total liabilities   9,272,240   13,622,135 
Commitments and Contingencies       
Stockholders' equity       

Preferred Stock, $0.0001 per share, 10,000,000 shares authorized and no shares outstanding at
June 30, 2015 and March 31, 2015    —    —
Common Stock, $0.0001 par value per share, 100,000,000 shares authorized and 14,266,872
shares issued and outstanding at June 30, 2015 and 12,530,493 shares issued and outstanding
at March 31, 2015   1,438   1,253 
Additional paid-in capital   322,003,549   255,861,880 
Accumulated deficit   (46,008,251)  (41,657,179)
Total stockholders' equity   275,996,736   214,205,954 
Total liabilities and stockholders' equity  $ 285,268,976  $ 227,828,089 

 
See accompanying notes to consolidated financial statements
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Pacific DataVision, Inc.

Consolidated Statements of Operations

(Unaudited)
 

Three months ended
June 30,

2015 2014
Operating revenues
Service revenue $ 648,662 $ 831,138 
Spectrum lease revenue 182,186  —
Other revenue 10,012  —

Total operating revenues 840,860 831,138 
Cost of revenue
Sales and service 375,174 283,930 

Gross profit 465,686 547,208 
Operating expenses
General and administrative 3,722,406 2,423,191 
Sales and support 811,675 291,604 
Product development 304,897 226,695 

Total operating expenses 4,838,978 2,941,490 
Loss from operations (4,373,292) (2,394,282)

Interest expense - affiliated entities  — (193,281)
Interest income 22,220  —

Net loss $ (4,351,072) $ (2,587,563)
Net loss per common share basic and diluted $ (0.32) $ (0.92)
Weighted-average common shares used to compute basic and diluted net loss per share 13,492,560 2,827,574 
 
See accompanying notes to consolidated financial statements
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Pacific DataVision, Inc.

Consolidated Statement of Stockholders’ Equity

(Unaudited)
 

Number of Shares
Preferred Preferred

Stock Common Stock Common Additional Accumulated
Series AA Stock Series AA Stock Paid-in Capital Deficit Total

Balance at March 31, 2015  — 12,530,493 $  — $ 1,253 $ 255,861,880 $ (41,657,179) $ 214,205,954 
Issuance of stock, net of closing costs  — 1,725,000  — 173 64,792,047  — 64,792,220 
Equity based compensation*  — 11,379  — 12 1,349,622  — 1,349,634 
Net loss  —  —  —  —  — (4,351,072) (4,351,072)
Balance at June 30, 2015  — 14,266,872 $  — $ 1,438 $ 322,003,549 $ (46,008,251) $ 275,996,736 
* includes restricted shares issued
 
See accompanying notes to consolidated financial statements
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Pacific DataVision, Inc.

Statements of Cash Flows

(Unaudited)
 

Three months ended
June 30,

2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (4,351,072) $ (2,587,563)
Adjustments to reconcile net loss to net cash provided (used) by operating activities

Depreciation and amortization 49,090 14,610 
Non-cash compensation expense attributable to stock awards 1,349,634 2,095,776 
Changes in operating assets and liabilities

Accounts receivable (8,462) 9,059 
Prepaid expenses and other assets (103,255) 11,629 
Accounts payable and accrued expenses (4,143,089) 1,048,222 
Accounts payable - officers (24,940) 87 
Accrued interest expense  — 193,280 
Deferred compensation  — 6,085 
Deferred revenue (181,866) (10,751)

Net cash flows provided (used) by operating activities (7,413,960) 780,434 
CASH FLOWS FROM INVESTING ACTIVITIES
Restricted cash  — (182,165,999)
Payment of deposit  — (13,500,000)
Purchases of intangible assets  — (253,444)
Purchases of equipment (1,398,746) (3,743)
Payments for patent costs (1,744) (135)

Net Cash used by investing activities (1,400,490) (195,923,321)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from notes payable  — 45,000 
Net proceeds from Section 144A Offering  — 202,003,249 
Net proceeds from follow-on offering 64,792,220  —

Net cash provided from financing activities 64,792,220 202,048,249 
Net change in cash and cash equivalents 55,977,770 6,905,362 

CASH AND CASH EQUIVALENTS
Beginning of the period 119,873,668 45,679 
End of the period $ 175,851,438 $ 6,951,041 
SUPPLEMENTAL CASH FLOW INFORMATION
Taxes paid $ 800 $ 500 
 
See accompanying notes to consolidated financial statements
 

7

 



Table of Contents
 

Pacific DataVision, Inc.

Notes to Consolidated Financial Statements
(Unaudited)

 
1.      Nature of Operations

Pacific DataVision, Inc. (the “Company”) is a commercial stage company focused on developing and offering mobile workforce
communications and location based solutions that increase the productivity of field-based workers and the efficiency of their
dispatch and call center operations.  It has commenced launching the largest private push-to-talk (“PTT”) network in major markets
throughout the United States.  The Company was originally incorporated in California in 1997, and reincorporated in Delaware in
2014.  In March 2015,  it announced it will conduct business under the name pdvWireless.  The Company maintains offices in
Woodland Park, New Jersey, Reston, Virginia and San Diego, California.

Historically, the Company has been engaged in the development and sale of wireless communications applications. The Company’s
applications are primarily marketed to the end users of the wireless communications carriers under licensing agreements between the
Company and these carriers. The Company also sells these applications directly to end users.  

On September 15, 2014, the Company completed an acquisition from Sprint Corporation (“Sprint”) of (i) wireless spectrum licenses
sufficient to operate a nationwide dispatch network in the 900 MHz band and (ii) certain 900 MHz equipment (the items described in
(i) and (ii) collectively, the “Spectrum Assets”). The Company is now focused on deploying a dedicated, wide-area, two-way radio
dispatch network to offer PTT services to primarily dispatch-centric, small and medium-sized businesses.    The Company intends to
deploy the network in 20 major metropolitan areas throughout the United States.  In June 2015, the Company commercially launched
its PTT service in its first market located in the greater Houston, Texas metropolitan area, and had sites in service by the end of June
2015 in three additional metropolitan market areas, Dallas, Atlanta, and Philadelphia.  For its targeted set of customers, the Company
offers its DispatchPlus™ communication solution. DispatchPlus combines Motorola Solutions Inc.’s and its subsidiaries’
(collectively, “Motorola”) state-of-the-art Digital Technology architecture with pdvConnect™, the Company’s suite of mobile
communications and workforce management applications. Built with the commercial dispatch user in mind, the Motorola Digital
Technology architecture allows the Company to provide highly reliable, instant and wide-area PTT communication solutions. Also
developed for dispatch-centric businesses, pdvConnect is an easy to use and efficient workforce management solution that enables
businesses to locate and communicate with field workers and improve documentation of work events and job status.

The Company expects that its DispatchPlus business will become its principal operating business in future quarters as it begins its
distribution and sales activity.  However, as a result of its recent launch during the quarter ended June 30, 2015, the Company has not
yet generated significant revenues from its DispatchPlus business.   The Company is marketing and selling its DispatchPlus
communication solutions indirectly primarily through Motorola’s dealer network.  The Company enters into contracts directly with
the end users of its DispatchPlus communication solutions, including those introduced to the Company through its indirect dealers. 

In May 2015, the Company completed a registered follow-on public offering of common stock that resulted in the sale of 1,725,000
shares at a purchase price of $40.00 per share, which included 225,000 shares sold pursuant to the underwriters’ exercise of their over-
allotment option.  Net proceeds were approximately $64.8 million after deducting underwriting discounts and commissions and
offering expenses. 

 
2.      Summary of Significant Accounting Policies

Basis of Presentation and Use of Estimates

The consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally
accepted in the United States of America (“US GAAP”), which requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. The most significant estimates relate to estimated useful
lives of depreciable assets, allowance for doubtful accounts, valuation allowance on the Company’s deferred tax assets, and
recoverability of intangible assets. The Company is also required to make certain estimates with regard to the valuation of awards and
forfeiture rates for its share-based award programs. Estimates and assumptions are reviewed periodically and the effects of revision are
reflected in the financial statements in the applicable period. Accordingly actual results could differ from those estimates.

The accompanying consolidated financial statements include the accounts of the Company and its subsidiaries, including PDV
Spectrum Holding Company, LLC formed in April 2014. All significant intercompany accounts and transactions have been
eliminated in consolidation.
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The accompanying consolidated financial statements as of June 30, 2015 and for the three month periods ended June 30, 2015 and
2014 are unaudited. These unaudited financial statements have been prepared in accordance with US GAAP for interim financial
information and are presented in accordance with the requirements of Regulation S-X promulgated by the Securities and Exchange
Commission (the “SEC”). Accordingly, they do not include all the information and footnotes required by US GAAP for complete
financial statements. Certain information and disclosures normally included in financial statements prepared in accordance with US
GAAP have been condensed or omitted pursuant to such rules and regulations. However, the Company believes that the disclosures
included herein are adequate to make the information presented not misleading and all adjustments considered necessary for a fair
presentation have been included.  In the opinion of management, the Company’s results for the three months ended June 30, 2015 are
not necessarily indicative of the results to be expected for the full year.

Reclassifications

Certain prior year amounts have been reclassified to conform to the presentation of the corresponding amounts in the financial
statements for the three months ended June 30, 2015. These reclassifications had no effect on previously reported results of
operations, cash flows, assets, liabilities or equity for the years presented.

Cash and Cash Equivalents

All highly liquid investments with maturities of three months or less at the time of purchase are considered cash equivalents. Cash
equivalents are stated at cost, which approximates quoted market value and include amounts held in money market funds. 

Allowance for Doubtful Accounts

An allowance for uncollectible receivables is estimated based on a combination of write-off history, aging analysis and any specific
known troubled accounts. The Company reviews its allowance for uncollectible receivables on a quarterly basis. Past due balances
meeting specific criteria are reviewed individually for collectability. At June 30, 2015 and March 31, 2015, management provided an
allowance of $100 and $7,977, respectively, for certain slow paying accounts.

Property and Equipment

Property and equipment is stated at cost. Depreciation is computed using the straight-line method over the estimated useful lives of
the assets.

The carrying amount at the balance sheet date of long-lived assets under construction in process include construction costs to date on
capital projects that have not been completed and assets being constructed that are not ready to be placed into service. These costs
will be transferred to property and equipment when substantially all of the activities necessary to prepare the assets for their intended
use are completed. Depreciation commences upon completion.

Intangible Assets

Intangible assets are wireless licenses that will be used to provide the exclusive right to utilize designated radio frequency spectrum
to provide wireless communication services. While licenses are issued for only a fixed time, generally ten years, such licenses are
subject to renewal by the Federal Communications Commission (the “FCC”). License renewals have occurred routinely and at
nominal cost. There are currently no legal, regulatory, contractual, competitive, economic or other factors that limit the useful life of
the Company’s wireless licenses. As a result, the wireless licenses are treated as an indefinite-lived intangible asset and the Company
will evaluate the useful life determination for wireless licenses each year to determine whether events and circumstances continue to
support an indefinite useful life.

The licenses are tested for impairment on an aggregate basis, as the Company will be utilizing the wireless licenses on an integrated
basis as part of developing its nationwide network.  The Company performs the test of the fair values of the wireless licenses annually
using a discounted cash flow approach.

Patent Costs

Costs to acquire a patent on certain aspects of the Company’s technology have been capitalized. These amounts are amortized,
subject to periodic evaluation for impairment, over statutory lives following award of the patent.
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Long-Lived Asset Impairment

The Company evaluates long-lived assets, other than intangible assets with indefinite lives, for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset group may not be recoverable. Asset groups are determined at
the lowest level for which identifiable cash flows are largely independent of cash flows of other groups of assets and liabilities. When
the carrying amount of a long-lived asset group is not recoverable and exceeds its fair value, an impairment loss is recognized equal
to the excess of the asset group’s carrying value over the estimated fair value.

Revenue Recognition

The Company recognizes revenue in the period that persuasive evidence of an arrangement exists, delivery of the product has
occurred or services have been rendered, it is able to determine the amount and when the collection of such amount is considered
probable.  In accordance with the guidance provided in Accounting Standards Codification (“ASC”) Topic 605-45-45, Revenue
Recognition – Principal Agent Considerations, the Company has determined that it is the primary obligor with respect to the service
revenue derived from sales of the Company’s software applications through its domestic carrier partners. As a result, revenue is
recorded at the gross amount billed to end-user customers for sales to the domestic carrier partners. The Company recognizes service
revenue for its international carrier on the net amount billed since it has determined that it is not the primary obligor. The Company
also sells service and applications directly to end-users, which are billed and collected directly by the Company.

In September 2014, Motorola paid the Company an upfront, fully-paid leasing fee of $7.5 million in order to lease a portion of the
Company’s wireless spectrum licenses. The payment of the fee is accounted for as Deferred Revenue on the Company’s consolidated
balance sheet. The Company recognizes leasing revenue in accordance with ASC Topic 840, Leases. The fee is amortized using the
straight-line method over the lease term of approximately ten years which represents the time frame in which the benefits of the leased
property are expected to be depleted.

The Company evaluates certain transactions for the DispatchPlus service offering to determine whether they should be viewed as a
Multiple Element Arrangement provided in ASC Topic 605-25. Multiple deliverable arrangements are presumed to be bundled
transactions and the total consideration is measured and allocated to the separate units based on their relative selling price with
certain limitations.  The Company has determined that the rental of the relevant user devices with service contracts are multiple
deliverable arrangements. The recognition of the revenue related to the DispatchPlus service offering will commence in fiscal 2016.

Cost of Revenue

The Company’s cost of revenue relating to the sales of its software applications through its wireless carrier partners includes the
portion of service revenue retained by its domestic carrier partners pursuant to its agreements with these parties, which may include
network services, connectivity, SMS service, sales, marketing, billing and other ancillary services. With respect to its recently
launched DispatchPlus service offering, the Company’s cost of revenue includes the costs associated with the sales of the relevant
user devices as well as the cost of operation of its network sites, cloud-based solutions, and dispatch network.

Stock Compensation

The Company accounts for stock options in accordance with US GAAP, which requires the measurement and recognition of
compensation expense, based on the estimated fair value of awards granted to employees and directors. The Company estimates the
fair value of share-based awards on the date of grant using an option-pricing model. The value of the portion of the award that is
ultimately expected to vest is recognized as expense in the Company’s statements of operations over the requisite service periods.  In
the event the participant’s employment by or engagement with (as a director or otherwise) the Company is terminated by the
Company before exercise of the options granted, the stock option granted to the participant shall immediately expire and all rights to
purchase shares thereunder shall immediately cease and expire and be of no further force or effect, other than applicable exercise
rights for vested shares that may extend past the termination date as provided for in the participant’s applicable option award
agreement.

To calculate option-based compensation, the Company uses the Black-Scholes option-pricing model. The Company’s determination
of fair value of option-based awards on the date of grant using Black-Scholes model is affected by assumptions regarding a number of
subjective variables.

No tax benefits were attributed to the share-based compensation expense because a full valuation allowance was maintained for all
net deferred tax assets.
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Recently Issued Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update (“ASU”) No. 2014-09 Revenue from Contracts with Customers (Topic
606), which supersedes the revenue recognition requirements in ASC 605, Revenue Recognition. This ASU is based on the principle
that revenue is recognized to depict the transfer of goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services.  ASU No. 2014-09 also requires additional disclosure
about the nature, amount, timing and uncertainty of revenue and cash flows arising from customer contracts, including significant
judgments and changes in judgments and assets recognized from costs incurred to obtain or fulfill a contract. This update has an
effective date for annual reporting periods beginning after December 15, 2017 (including interim reporting periods within those
periods). Early adoption is permitted to the original effective date of December 15, 2016 (including interim reporting periods within
those periods, i.e. April 1, 2018). The amendments may be applied retrospectively to each prior period presented or retrospectively
with the cumulative effect recognized as of the date of initial application.  The Company is currently evaluating the impact of the
adoption of this standard on its consolidated financial statements.

In April 2015, FASB issued ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs, which changes the presentation
of debt issuance costs in the financial statements. ASU 2015-03 requires an entity to present such costs in the balance sheet as a direct
deduction from the related debt liability rather than as an asset. Amortization of the costs will continue to be reported as interest
expense. The guidance is effective for annual reporting periods beginning after December 15, 2016, with early adoption permitted.
The guidance will be applied retrospectively to each period presented. The adoption of this standard update is not expected to have
any impact on the Company’s consolidated financial statements.

Net Loss Per Share of Common Stock

Basic net loss per common share is calculated by dividing the net loss attributable to common stockholders by the weighted-average
number of common shares outstanding during the period, without consideration for potentially dilutive securities. For purposes of the
diluted net loss per share calculation, preferred stock, convertible notes payable-affiliated entities, stock options and warrants are
considered to be potentially dilutive securities. Because the Company has reported a net loss for the three months ended June 30,
2015 and 2014, diluted net loss per common share is the same as basic net loss per common share for those periods.

Common stock equivalents resulting from potentially dilutive securities approximated 1,300,000 and 1,000,000 at June 30, 2015 and
March 31, 2015, respectively, and have not been included in the diluted weighted average shares outstanding, as their effects are anti-
dilutive.

Subsequent Events Evaluation by Management

Management has evaluated subsequent events for disclosure and/or recognition in the financial statements through the date that the
financial statements were issued and no such subsequent event disclosure is believed to be required.

 
3.      Property and equipment

Property and equipment consist of the following at June 30, 2015 and March 31, 2015:
 

       
       

 Estimated  June 30,  March 31,
 useful life  2015  2015
Network sites and equipment 5-10 years  $ 1,474,298  $  —
Computer equipment 5-7 years   1,001,861   976,331 
Furniture and fixture and other equipment 2-5 years   113,240   34,126 
    2,589,399   1,010,457 
Less accumulated depreciation    899,858   853,047 
    1,689,541   157,410 
Construction in process    6,046,997   6,227,192 
Property and equipment, net   $ 7,736,538  $ 6,384,602 

Depreciation expense for the three months ended June 30, 2015 and 2014 was $46,810 and $3,900, respectively. For the three months
ended June 30, 2015, approximately $33,000 of such depreciation expense was classified as cost of revenue while the remainder was
classified in operating expenses.  Construction in process includes the expenditures related to the costs to establish the Company’s
dedicated network in certain metropolitan areas. In total, these capital costs are estimated to range from $30 and $40 million for
equipment, design and build out of its networks in 20 major metropolitan areas.
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4.      Accounts Payable - officers

Accounts payable-officers represents unreimbursed expenses including travel, lodging, and meal expenses incurred by the
Company’s officers. At June 30, 2015 and March 31, 2015, the accounts payable to officers amounted to $15,728 and $40,668,
respectively.

 
5.      Income Taxes

The Company had federal and state net operating loss carryforwards of approximately $28.7 million at March 31, 2015 expiring in
varying amounts from 2021 through 2035.

The Company has deferred tax assets of approximately $14.7 million relating to these net operating loss carryforwards and stock
compensation plans at March 31, 2015. Federal net operating loss carryforwards are subject to limitations as a result of the change in
ownership. State net operating loss carryforwards are subject to limitations which differ from federal law in that they may not allow
the carryback of net operating losses, and have shorter carryforward periods. Due to the uncertainty with respect to the realization of
these deferred tax assets, the Company recorded a valuation allowance for the entire amount. The difference between the tax benefit at
the statutory rate and the effective tax rate is primarily attributable to a full valuation allowance placed upon the deferred tax asset.

The Company recognizes the effect of tax positions only when they are more likely than not to be sustained.  The Company’s
management has determined that it had no uncertain tax positions that would require financial statement recognition or
disclosure.  The Company is no longer subject to U.S. federal, state or local income tax examinations for periods prior to 2012.

 
6.      Stock Purchases Rights, Stock Options and Warrants

The Company established the Pacific DataVision 2014 Stock Plan (the “2014 Stock Plan”) to attract, retain and reward individuals
who contribute to the growth of the Company. This Stock Plan superseded previous stock plans although under such previous plans,
54,494 stock options were vested and outstanding as of June 30, 2015.

The Company’s Board of Directors authorized and reserved 1,823,651 shares of common stock for issuance under its 2014 Stock Plan.
The number of shares reserved for issuance under the 2014 Stock Plan automatically increased on January 1, 2015 and will continue
to automatically increase each subsequent anniversary through January 1, 2024 by an amount equal to the smaller of 5% of the
number of shares of common stock issued and outstanding on the immediately preceding December 31 or a lesser amount determined
by the Board of Directors. 

From April 1, 2015 through June 30, 2015, the Company awarded certain employees of the Company 90,250 options to purchase
shares of common stock with a weighted average exercise price of $47.98 per share. The shares have a ten year contractual life and
25% will vest on the first anniversary of grant, and the remainder will vest in three equal annual installments. Shares granted to
employees are subject to vesting, future settlement conditions and other such terms as determined by the Board of Directors.

Restricted Stock Units

During the three months ended June 30, 2015, the Company did not award any restricted stock units.  As of June 30, 2015, there were
116,622 restricted stock units outstanding, all of which were vested. These restricted stock units were issued under the 2010 Stock
Plan and the 2014 Stock Plan.  The Company recognizes compensation expense for restricted stock units over the explicit vesting
period. Vested restricted stock units are settled and issuable upon the earlier of the date the employee ceases to be an employee of the
Company or a date certain in the future. There was no stock compensation expense related to the restricted stock units in the three
months ended June 30, 2015.

Stock Options

A summary of Stock Option activity for the three months ended June 30, 2015 is as follows:
 

Weighted
Average

Options Exercise Price
Options outstanding at March 31, 2015 1,425,451 $ 20.73 
Granted during the period 90,250 47.98 
Forfeited/Exercised during the period  —  —
Options outstanding at June 30, 2015 1,515,701 $ 22.47 
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Additional information regarding Stock Options outstanding at June 30, 2015 is as follows:
 

Weighted
Weighted Average
Average Weighted Exercise Price

Exercise Number Remaining Average Options of Shares
Prices Outstanding Life in Years Exercise Price Exercisable Exercisable

$ 13.25 48,299 5.63 $ 13.25 47,815 $ 13.25 
20.00 1,125,750 9.08 20.00 261,438 20.00 
25.00 240,000 9.58 25.00 100,000 25.00 
46.23 4,000 9.60 46.23  —  —
47.10 50,000 9.92 47.10  —  —
48.78 10,000 9.85 48.78  —  —
49.16 30,250 9.74 49.16  —  —
49.67 6,332 1.43 49.67 6,332 49.67 
72.85 1,070 0.39 72.85 1,070 72.85 

1,515,701 9.23 $ 22.47 416,655 $ 21.01 
 

The Black-Scholes option model requires weighted average assumptions to be used for calculation of the Company’s stock
compensation expense. The assumptions used during the three months ended June 30, 2015 were: the expected life of the awards was
5 years, the risk-free interest rate ranged from 1.50% to 1.69%, the expected volatility was 40.0%, and the expected dividend yield
was 0.0%. There was a 2% forfeiture rate used for the calculation.

Stock compensation expense was $1,349,634 and $2,095,776 for the three months ended June 30, 2015 and 2014, respectively.  For
the three months ended June 30, 2014, $1,676,080 in expense related to the restricted stock units issued. Stock compensation
expense is included as part of general and administrative expense in the accompanying statement of operations.

The weighted average fair value for each stock option award granted during the quarter ending June 30, 2015, was $17.84 per
share.  As of June 30, 2015, there was approximately $7.1 million of unrecognized compensation cost related to non-vested share
options granted under the Company’s stock option plans. The cost is expected to be recognized over a weighted-average period of
3.2 years. The intrinsic value of the options outstanding and exercisable at June 30, 2015 was approximately $30.3 million and $8.8
million, respectively.

Warrants

A summary of Warrant activity is as follows:
     
     

    Weighted
    Average
  Warrants  Exercise Price
Warrants outstanding at March 31, 2015  6,039  $ 82.79 
Expired   —    —
Warrants outstanding at June 30, 2015  6,039  $ 82.79 
 

Additional information regarding Warrants outstanding at June 30, 2015 is as follows:
 

        
        

     Weighted  Weighted
     Average  Average

Exercise  Number  Remaining  Exercise
Price  Outstanding  Life in Years  Price

$ 82.79  6,039  0.92  $ 82.79 

The outstanding warrants are immediately exercisable into 6,039 shares of common stock at June 30, 2015 and expire in June 2016.
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Motorola Investment

On September 15, 2014, Motorola invested $10.0 million to purchase 500,000 Class B Units of the Company’s subsidiary, PDV
Spectrum Holding Company, LLC (at a price equal to $20.00 per unit). The Company owns 100% of the Class A Units in this
subsidiary. Motorola has the right at any time to convert its 500,000 Class B Units into 500,000 shares of the Company’s common
stock. The Company also has the right to force Motorola’s conversion of these Class B Units into shares of its common stock on the
occurrence of certain corporate events or at its election after September 15, 2016. Motorola is not entitled to any assets, profits or
distributions from the operations of the subsidiary. In addition, Motorola’s conversion ratio from Class B Units to shares of the
Company’s common stock is fixed on a one-for-one basis, and is not dependent on the performance or valuation of either the
Company or the subsidiary. The Class B Units have no redemption or call provisions and can only be converted into shares of the
Company’s common stock. Management has determined that this investment does not meet the criteria for temporary equity or non-
controlling interest due to the limited rights that Motorola has as a holder of Class B Units, and accordingly has presented this
investment as part of its permanent equity within Additional Paid-in Capital in the accompanying consolidated financial statements.

 
7.      Commitments and Contingencies

Leasing Obligations

The Company is obligated under certain lease agreements for office space. These leases expire on October 31, 2015, June 30, 2019,
and May 31, 2020. Rent expense amounted to $96,402 in the three months ended June 30, 2015, of which $23,958 was classified in
cost of revenue and $72,444 was in operating expenses.  For the three months ended June 30, 2014, total rent expense of $28,964 was
classified in operating expenses. 

The Company entered into multiple lease agreements for tower space related to its new DispatchPlus business and deployment of the
related dedicated, wide-area, two-way dispatch radio network. The lease expiration dates range from February 28, 2020 to June 30,
2026.  

The straight-line method is used to recognize minimum rent expense under leases which provide for varying rents over their term. The
effect of applying the straight-line basis resulted in an increase in rental expense of approximately $60,000 in the three months ended
June 30, 2015.  The impact to the three months ended June 30, 2014 was a decrease in rental expense of $4,273. At June 30, 2015,
accumulated deferred rent payable amounted to approximately $126,000 and is included as part of accounts payable and accrued
expenses in the accompanying June 30, 2015 consolidated balance sheet.

Aggregate rentals, under non-cancelable leases for office and tower space (exclusive of real estate taxes, utilities, maintenance and
other costs borne by the Company) for the remaining terms of the leases are as follows:

 
   
   

Period Ending March 31,    
2016 (9 months)  $ 371,097 
2017   474,688 
2018   503,062 
2019   761,028 
2020   679,084 
After 2020   1,586,705 
Total  $ 4,375,664 

Litigation

The Company is not involved in any legal proceedings or other legal matters at this time. However, from time to time, the Company
may be involved in litigation that arises from the ordinary operations of the business, such as contractual or employment disputes or
other general actions. In the event of an adverse outcome of these proceedings, the Company believes the resulting liabilities would
not have a material adverse effect on its financial condition or results of operations.

 
8.      Concentrations of Credit Risk

Financial instruments which potentially expose the Company to concentrations of credit risk, consist primarily of cash and cash
equivalents and trade accounts receivable.

The Company places its cash and temporary cash investments with financial institutions for which credit loss is not anticipated.

The Company sells its current software applications product and extends credit predominately through two domestic third-party
carriers. The Company maintains allowances for doubtful accounts based on factors surrounding the write-off history, historical
trends, and other information.
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9.      Business Concentrations

For the three months ended June 30, 2015, the Company had two carriers that accounted for approximately 56% and 30% of service
revenue, respectively. For the three months ended June 30, 2014, the two carriers accounted for approximately 52% and 28% of
service revenue.

As of June 30, 2015 and March 31, 2015, the Company had two carriers that accounted for 69% and 22% of accounts receivable.

 
 

10.    Subsequent Event

         None.
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 Item 2:  Management’s Discussion and Analysis of Financial Condition and Results of Operations

This discussion and analysis of the financial condition and results of operations of Pacific DataVision, Inc. (“Pacific DataVision,” the
“Company”, “we”, “us”, or “our”) should be read in conjunction with our financial statements and notes thereto included in this
Quarterly Report on Form 10-Q and the audited financial statements and notes thereto included in our Annual Report on Form 10-K for
the year ended March 31, 2015, filed with the SEC on June 10, 2015.  In addition to historical information, this discussion and analysis
contains forward-looking statements that involve risks, uncertainties, and assumptions. Our actual results may differ materially from those
anticipated in these forward-looking statements as a result of certain factors including, but not limited to, those identified in “Item 1A—
Risk Factors” in this Quarterly Report on Form 10-Q and in our Annual Report on Form 10-K.  Except to the limited extent required by
applicable law, the Company does not undertake any obligation to update forward-looking statements to reflect events or circumstances
occurring after the date of this Quarterly Report.
 

Overview

We are a commercial stage company focused on developing and offering mobile workforce communications and location based solutions
that increase the productivity of field-based workers and the efficiency of their dispatch and call center operations.  We have commenced
launching the largest push-to-talk (“PTT”) network in major markets throughout the United States.  Historically, we have been engaged in
the development and sale of wireless communications applications. We currently offer our proprietary, cloud-based pdvConnect mobile
resource management solution to dispatch-centric business. We market pdvConnect through our direct sales force and indirectly through
two Tier 1 carriers in the United States. Our carrier partners market pdvConnect as an available application to complement their wireless
service offerings. Generally, pdvConnect has been offered at a monthly unit price of up to $19.99. We also have historically offered
pdvConnect indirectly through an international carrier located in Mexico. Our agreement with this international carrier will end during the
second quarter of fiscal 2016. We maintain offices in Woodland Park, New Jersey, Reston, Virginia and San Diego, California.

On September 15, 2014, we completed an acquisition from Sprint Corporation of (i) wireless spectrum licenses sufficient to operate a
nationwide dispatch network in the 900 MHz band and (ii) certain 900 MHz equipment. We are now focused on deploying a dedicated,
wide-area, two-way radio network to offer push-to-talk services to primarily dispatch-centric, small and medium-sized businesses.  We
intend to deploy our network in 20 major metropolitan areas throughout the United States.  We launched our first market in the greater,
Houston, Texas metropolitan area in June 2015, and had sites in service by the end of June 2015 in three additional metropolitan market
areas, Dallas, Atlanta, and Philadelphia.  For our targeted set of customers, we offer our DispatchPlus communication solutions.
DispatchPlus combines Motorola’s state-of-the-art Digital Technology architecture with pdvConnect, our suite of mobile communications
and workforce management applications.  Built with the commercial dispatch user in mind, the Motorola Digital Technology architecture
allows us to provide highly reliable, instant and wide-area PTT communication solutions. Also developed for dispatch-centric businesses,
pdvConnect is an easy to use and efficient workforce management solution that enables businesses to locate and communicate with field
workers and improve documentation of work events and job status.

We expect that our DispatchPlus business will become our principal operating business in future quarters as we begin our distribution and
sales activity. We believe a high quality, dedicated and reliable PTT solution with regional calling areas will be attractive to a significant
portion of our targeted customers who are currently using cellular or local two-way radio networks. Further, when bundled with
pdvConnect, we believe our service should provide significant value to our customers by making their work force more efficient and
effective.

As a result of the recent launch during the quarter ended June 30, 2015, we have not yet generated significant revenues from our
DispatchPlus business.   We are marketing and selling our DispatchPlus communication solutions indirectly primarily through Motorola’s
dealer network.  We enter into contracts directly with the end users of our DispatchPlus communication solutions, including those
introduced to us through our dealer network.

In May 2015, we completed a registered follow-on public offering of our common stock that resulted in the sale of 1,725,000 shares at a
purchase price of $40.00 per share, which included 225,000 shares sold pursuant to the underwriters’ exercise of their over-allotment
option.  Net proceeds were approximately $64.8 million after deducting underwriting discounts and commissions and offering expenses.

Summary of Significant Accounting Policies

The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States of America (“US GAAP”), which require management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Accordingly, our actual results could differ from those estimates. Further, to
the extent that there are differences between our estimates and our actual results, our future financial statement presentation, financial
condition, results of operations and cash flows will be affected. We believe that the accounting policies
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discussed below are critical to understanding our historical performance, as these policies relate to the more significant areas involving our
judgments and estimates.

Revenue Recognition. We currently derive our revenue from the sale of our pdvConnect workforce management solution to end-users. We
market pdvConnect through our direct sales force and indirectly through two Tier 1 carriers in the United States and one international
carrier. We have entered into standard reseller, co-marketing or licensing agreements with our carrier partners. We recognize the service
revenue we derive from sales through our domestic carrier partners on a gross basis rather than on a net basis. For our international carrier
partner, we recognize revenue on a net basis. We also sell certain applications directly to end-users through our direct sales force, which are
billed and collected directly by us. 

In September 2014, Motorola paid us an upfront, fully-paid leasing fee of $7.5 million in order to lease a portion of our wireless spectrum
licenses. The payment of the fee is accounted for as Deferred Revenue in our consolidated balance sheets. We recognize leasing revenue in
accordance with ASC Topic 840, Leases. The fee is being amortized straight-line over the lease term which is approximately ten years and
which represents the time frame in which the benefits of the leased property are expected to be depleted.

We will evaluate certain transactions for the DispatchPlus service offering to determine whether they should be viewed as a Multiple
Element Arrangement, provided in ASC Topic 605-25. Multiple deliverable arrangements are presumed to be bundled transactions and the
total consideration is measured and allocated to the separate units based on their relative selling price with certain limitations.  We have
determined that leasing of the relevant user devices with service contracts are multiple deliverable arrangements.

We have not yet generated significant revenues from our recently launched DispatchPlus business, which we expect will become our
principal near-term operating business and will involve providing dedicated, wide-area, two-way radio network solutions to dispatch-
centric, small and medium-sized businesses. We are marketing and selling our DispatchPlus network solutions directly and indirectly
primarily through Motorola’s dealer network. We will enter directly into contracts with customers, including those introduced to us through
our dealer network.

Cost of revenue. Our cost of revenue relating to the sales of our pdvConnect software applications through our wireless carrier partners
includes the portion of service revenue retained by our domestic carrier partners pursuant to our agreements with these parties, which may
include network services, connectivity, SMS service and special equipment expenses, sales, marketing, billing and other ancillary services.
With respect to our recently launched DispatchPlus service offering, we expect to include in our cost of revenue the costs associated with
the sales of the related user devices as well as the cost our network sites, cloud-based solutions, and dispatch network.

Sales and support expenses. We currently maintain a small direct sales force for sales of our pdvConnect mobile resource management
solution, and have established a standard sales commission program for our direct sales force. This sales commission program provides a
percentage-based commission for each sale of our pdvConnect solution. 

Indirect Sales Commissions. For our DispatchPlus business going forward, cash consideration given to an indirect sales representative is
presumed to be a reduction of revenue unless we receive, or will receive, an identifiable benefit in exchange for the consideration, and the
fair value of such benefit can be reasonably estimated, in which case the consideration will be recorded as a selling expense. We will
compensate our indirect sales representatives with an upfront commission and residual fees based on an end-user customer’s continued use
and payment for our network solutions. When a commission is earned solely due to the selling activity relating to our DispatchPlus network
solution, the cost is recorded as a selling expense. Estimated incentives payable to the indirect sales representatives will be regularly
reviewed and recorded as accrued expenses on a monthly basis.

Product development expenses. We charge all product development costs to expense as incurred. Types of costs incurred in product
development expenses include employee compensation, consulting, travel, facility costs along with equipment and technology costs. 

Stock compensation. We account for stock options in accordance with US GAAP, which requires the measurement and recognition of
compensation expense, based on the estimated fair value of awards granted to employees and directors, which requires companies to
estimate the fair value of share-based awards on the date of grant using an option-pricing model. The value of the portion of the award that
is ultimately expected to vest is recognized as expense in our statements of operations over the requisite service periods.  In the event the
participant’s employment by or engagement with (as a director or otherwise) us is terminated by us before exercise of the options granted
hereunder, the stock option granted to the participant shall immediately expire and all rights to purchase shares thereunder shall
immediately cease and expire and be of no further force or effect, other than applicable exercise rights for vested option shares that may
extend past the termination date as provided for the participant’s applicable option award agreement. 

To calculate option-based compensation, we use a Black-Scholes option-pricing model. Our determination of fair value of option-based
awards on the date of grant using the Black-Scholes model is affected by our stock price as well as assumptions regarding a number of
subjective variables.

We have not attributed tax benefits to the share-based compensation expense because we maintain a full valuation allowance for all net
deferred tax assets.
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Allowance for doubtful accounts. An allowance for uncollectible receivables is estimated based on a combination of write-off history,
aging analysis and any specific known troubled accounts. We review our allowance for uncollectible receivables on a quarterly basis. Past
due balances meeting specific criteria are reviewed individually for collectability. At June 30, 2015 and March 31, 2015, management
provided an allowance of $100 and $7,977, respectively, for certain slow paying accounts.

Property and equipment. Property and equipment is stated at cost. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets. 

Patent costs. Costs to acquire a patent on certain aspects of our technology have been capitalized. These amounts are amortized, subject to
periodic evaluation for impairment, over statutory lives following award of the patent.

Income taxes. We follow the liability method of accounting for income taxes. Under this method, taxes consist of taxes currently payable
plus those deferred due to temporary differences between the financial statement carrying amounts and the tax bases of certain assets and
liabilities using tax rates expected to be in effect when the temporary differences reverse. A valuation allowance is provided when, in our
management’s judgment, it is more likely than not that some portion or the entire deferred tax asset will not be realized. 

Accounting for uncertainty in income taxes. We recognize the effect of tax positions only when they are more likely than not to be
sustained. Our management has determined that we had no uncertain tax positions that would require financial statement recognition or
disclosure. We are no longer subject to U.S. federal, state or local income tax examinations for periods prior to 2012.

Results of Operations

Comparison of the three months ended June 30, 2015 and 2014

The following table sets forth our results of operations for the three months ended June 30, 2015 and 2014. The period-to-period
comparison of financial results is not necessarily indicative of financial results to be achieved in future periods.
 

Three months ended
June 30,

2015 2014
Operating Revenues

Service revenue $ 648,662 $ 831,138 
Spectrum lease revenue 182,186  —
Other revenue 10,012  —
Total operating revenues $ 840,860 $ 831,138 

Cost of Revenue
Sales and service 375,174 283,930 

Gross Profit 465,686 547,208 
Operating Expenses
General and administrative 3,722,406 2,423,191 
Sales and support 811,675 291,604 
Product development 304,897 226,695 

Total operating expenses 4,838,978 2,941,490 
Loss from operations (4,373,292) (2,394,282)

Interest expense - affiliated entities  — (193,281)
Interest income 22,220  —

Net loss $ (4,351,072) $ (2,587,563)
Net loss per common share basic and diluted (0.32) (0.92)
Weighted-average common shares used to compute basic and diluted net loss per share 13,492,560 2,827,574 

Operating revenues. Service revenue decreased $0.18 million, or 22.0%, to $0.65 million for the three months ended June 30, 2015 from
$0.83 million for the three months ended June 30, 2014. The decreases in the three month period can be attributed to higher customer
churn.  The decline in our operating revenues was partially offset by the revenue derived from the spectrum lease to Motorola that began on
September 15, 2014.

Cost of revenue. Cost of revenue for the three months ended June 30, 2015 increased by approximately $0.09 million, or 32.0%, to $0.38
million from $0.28 million for three months ended June 30, 2014. The increase in cost of revenue was primarily driven by increased
headcount to support the commercial deployment of our DispatchPlus business and costs to maintain the launched network sites, of
approximately $0.14 million.  These increases were partially offset by lower costs related to the reduced service revenue.
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Gross profit. Gross profit decreased by $0.08 million, or 14.9%, to $0.47 million from $0.55 million for the three months ended June 30,
2014. The primary driver of the decline of our gross profit resulted from the support costs for the new DispatchPlus business which we first
began incurring in September 2014.  Also, contributing to the decline was our lower gross profit from sales of our applications through our
international carrier partner. 

General and administrative expenses. General and administrative expenses for the three months ended June 30, 2015 increased by $1.30
million, or 53.6%, to $3.72 million from $2.42 million for three months ended June 30, 2014.  The increase in general and administrative
expenses for the three month period is primarily due to our increase in headcount and related costs in order to support our new DispatchPlus
business initiatives, approximately $1.00 million, along with an increase in professional fees of approximately $0.36 million.  In addition,
we had increased costs related to being a public company of $0.35 million. These increases were partially offset by lower stock
compensation expense of $0.75 million in the three months ended June 30, 2015. 

Sales and support expenses. Sales and support expenses increased by $0.52 million, or 178.3%, to $0.81 million for three months ended
June 30, 2015 from $0.29 million for the three months ended June 30, 2014. The increase in expenses is due primarily to an increase in staff
and headcount related costs along with the marketing initiatives to support our new DispatchPlus business. 

Product development expenses. Product development expenses increased by $0.08 million, or 34.5%, to $0.30 million for the three months
ended June 30, 2015 from $0.23 million for the three months ended June 30, 2014. This increase in expense was due primarily to an
increase in headcount and the related costs.

Interest expense – affiliated entities. Interest expense for the three months ended June 30, 2015 was $0 as a result of the settlement of our
outstanding debt obligations in September 2014.

Liquidity and Capital Resources

At June 30, 2015, we had cash and cash equivalents of $175.85 million.

Our accounts receivable are heavily concentrated in two of our carrier partners. As of June 30, 2015, our accounts receivable balance was
approximately $404,000 of which approximately $277,000 was due from one third-party carrier and approximately $90,000 was due from
another third-party carrier, or approximately 69% and 22%, respectively.

Net cash provided (used) in operating activities. Net cash used in operating activities was ($7.41) million for the three months ended June
30, 2015 as compared to net cash provided by operating activities of $0.78 million for the three month ended June 30, 2014. Net cash used
in operating activities in 2015 resulted from the net loss of approximately $4.35 million, offset by non-cash compensation expense of $1.35
million and a decrease in accounts payable and accrued expenses of $4.14 million. 

Net cash from investing activities. Net cash used in investing activities was approximately $1.40 million and $195.92 million for the three
months ended June 30, 2015 and June 30, 2014, respectively. The net cash used in the three months ended June 30, 2015 resulted from the
continuing equipment and construction costs related to the buildout of our network for our new DispatchPlus business. The majority of net
cash used in investing activities used during the three months ended June 30, 2014 resulted from the release of the $13.5 million deposit
and $182.2 million placed in a restricted cash account until the FCC provided approval for the transfer of the Spectrum Assets to us and the
subsequent closing of the Spectrum Assets purchase. 

Net cash from financing activities. Net cash from financing activities was $64.79 million for the three months ended June 30, 2015 and
resulted from the net proceeds from our follow-on public offering in May 2015.  For the three months ended June 30, 2014, the net cash
from financing activities of approximately $202 million resulted from the proceeds of the June 2014 private placement financing.  

We intend to deploy our dedicated DispatchPlus network in 20 major metropolitan areas throughout the United States. We launched our
DispatchPlus business in our first market, in the greater Houston, Texas metropolitan area in June 2015, and had sites in services in three
additional metropolitan market areas, Dallas, Atlanta and Philadelphia, by the end of June 2015. We estimate that the total capital cost,
including those amounts spent thus far, to deploy our network in these 20 major metropolitan areas will range from $30 million to $40
million, which amount includes the cost of equipment, design and buildout of our networks plus the costs of hiring additional employees to
support the rollout and our sales and marketing efforts, including building a sales network targeting dispatch-centric, small and medium-
sized businesses.

Our future capital requirements will depend on many factors, including the timing and amount of the revenues we generate from our
dispatch network services and other product offerings and the timing and extent of expenditures to support the rollout of our dispatch
network, the development of new service offerings, sales and marketing activities and our activities associated with increasing the value of
our spectrum. We believe our cash and cash equivalents on hand, including our available cash reserves, will be sufficient to satisfy our
financial obligations through at least the next 12 months.

We cannot predict with certainty when, if ever, we will require additional capital to further fund our current business plan. Presently, we
intend to cover our future operating expenses through, cash on hand and from revenue derived primarily from our planned sales of our
DispatchPlus network services and product offerings. We anticipate these DispatchPlus business revenues to commence in our

19

 



Table of Contents
 

2016 fiscal year. Nevertheless, we may experience greater than expected cash usage to support our operating activities and business plan
and/or our revenues may be lower than or take more time to develop than we anticipate. See “Item 1A-Risk Factors” of  our Annual Report
on Form 10-K for the year ended March 31, 2015 filed with the SEC on June 10, 2015, for risks and uncertainties that could cause our
operating costs to be more than we currently anticipate and/or our revenue and operating results to be lower than we currently anticipate. As
a result, we cannot provide assurance that we will not require additional funding in the future. In addition, we intend to acquire businesses,
technologies or spectrum or license technologies from third parties for our spectrum initiatives.  We may decide to raise additional capital
through debt or equity financing to the extent we believe this is necessary to successfully complete these acquisitions or license these
technologies or spectrum. However, we cannot be sure that additional financing will be available if and when needed, or that, if available,
we can obtain financing on terms favorable to us and our stockholders. Any failure to obtain financing when required would have a material
adverse effect on our business, operating results, financial condition and liquidity.

Warranties. Our agreements with our customers generally include certain provisions for indemnifying them against liabilities if our
services infringe a third party’s intellectual property rights or for other specified reasons. 

Off-balance sheet arrangements

During the three months ended June 30, 2015 and 2014, we did not have and do not have any relationships with unconsolidated entities or
financial partnerships that were established for the purpose of facilitating off-balance sheet arrangements, as defined in the rules and
regulations of the SEC.  
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 Item 3.  Quantitative and Qualitative Disclosures about Market Risk

Our financial instruments consist of cash, cash equivalents, trade accounts receivable and accounts payable. We consider investments in
highly liquid instruments purchased with original maturities of 90 days or less to be cash equivalents. Our primary exposure to market risk
is interest income sensitivity, which is affected by changes in the general level of U.S. interest rates. However, because of the short-term
nature of the highly liquid instruments in our portfolio, a 10% change in market interest rates would not be expected to have a material
impact on our financial condition and/or results of operations.

Our operations are based in the United States and, accordingly, all of our transactions are denominated in U.S. dollars. We are currently not
exposed to market risk from changes in foreign currency.

 
 Item 4. Controls and Procedures

Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, has evaluated the effectiveness of
our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”)) as of the end of the period covered by this report. Based on that evaluation, our management, including our Chief
Executive Officer and our Chief Financial Officer, has concluded that our disclosure controls and procedures were effective as of the end of
such period. 

Changes in Internal Control over Financial Reporting

In our Annual Report on Form 10-K for the fiscal year ended March 31, 2015 filed with the SEC on June 10, 2015, we disclosed that our
management identified an error in our prior calculation and reporting of our weighted average shares of common stock outstanding, and the
related net loss per common share (basic and diluted), for the three and nine month periods ended December 31, 2013 and the nine month
period ended December 31, 2014.  To remediate this significant deficiency, we developed, implemented and continue to enhance our
internal control over financial reporting procedures, including providing additional training and review procedures to ensure we
appropriately track, calculate and report the weighted average shares of common stock outstanding, and related net loss per common share
(basic and diluted).  Other than the changes taken to remediate the significant deficiency noted above, there was no change in our internal
control over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act) that occurred during the fiscal quarter to which this
report relates that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

 Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and our Chief Financial Officer, do not expect that our disclosure controls or our
internal control over financial reporting will prevent or detect all error and all fraud. A control system, no matter how well designed and
operated, can provide only reasonable, not absolute, assurance that the control system’s objectives will be met. The design of a control
system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Further,
because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that misstatements due
to error or fraud will not occur or that all control issues and instances of fraud, if any, have been detected. These inherent limitations include
the realities that judgments in decision-making can be faulty and that breakdowns can occur because of simple error or mistake. Controls
can also be circumvented by the individual acts of some persons, by collusion of two or more people, or by management override of the
controls. The design of any system of controls is based in part on certain assumptions about the likelihood of future events, and there can be
no assurance that any design will succeed in achieving its stated goals under all potential future conditions. Projections of any evaluation
of controls effectiveness to future periods are subject to risks. Over time, controls may become inadequate because of changes in conditions
or deterioration in the degree of compliance with policies or procedures.
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 PART II – OTHER INFORMATION

 Item 1.  Legal Proceedings

We are not involved in any material legal proceedings.

 Item 1A.  Risk Factors.

In evaluating us and our common stock, we urge you to carefully consider the risks and other information in this Quarterly Report on
Form 10-Q as well as the risk factors disclosed in our Annual Report on Form 10-K for the year ended March 31, 2015, filed with the
Securities and Exchange Commission on June 10, 2015. There have been no material changes from the risk factors as previously disclosed
in our Annual Report on Form 10-K. Any of the risks discussed in this Quarterly Report on Form 10-Q and in our Annual Report on Form
10-K, as well as additional risks and uncertainties not currently known to us or that we currently deem immaterial, could materially and
adversely affect our results of operations or financial condition. 

 Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds.

Use of Proceeds

On May 18, 2015, we completed a registered follow-on public offering of common stock that resulted in the sale of 1,725,000 shares at a
purchase price of $40.00 per share, which included 225,000 shares sold pursuant to the underwriters’ exercise of their over-allotment
option, for an aggregate offering price of $69.0 million.  Net proceeds were approximately $64.8 million after deducting underwriting
discounts and commissions and offering expenses.  The offering expenses included legal and accounting fees and expenses, FINRA and
NASDAQ fees and certain other expenses.  None of the expenses associated with the offering were paid to directors, officers, persons owning
ten percent or more of any class of equity securities, or to their associates, or to our affiliates.  FBR Capital Markets & Co. acted as sole
book-running manager and William Blair & Company, L.L.C. and Canaccord Genuity Inc. acted as co-managers for the offering.  The
offering was registered with the SEC pursuant to a Registration Statement on Form S-1, as amended (File No. 333-203681), registering an
aggregate of $90.5 million of common stock, initially filed by the Company on April 27, 2015 and which was declared effective by the
SEC on May 12, 2015.

Our primary purpose for pursuing this offering is to raise funds to support our initiatives to increase the value of our spectrum assets and to
support the Joint Petition for Rulemaking we submitted with the FCC to repurpose a portion of the 900 MHz spectrum from narrowband to
broadband. We intend to prioritize our future expenditures on acquiring additional FCC licenses for spectrum, including SMR blocks and
site specific licenses that will ease the process of repurposing a portion of the 900 MHz spectrum from narrowband to broadband if and
when the FCC approves our Joint Petition for Rulemaking.  As of June 30, 2015, we have begun to enter into agreements to purchase or
exchange additional spectrum licenses that are contingent upon FCC approval.  We have incurred $235,000 in committed costs for these
agreements through June 30, 2015.  We intend to use the remainder of the net proceeds for general corporate purposes, including the
acquisition of complementary products, technologies, businesses or assets.  For example, in connection with acquiring additional FCC
licenses for spectrum, we may acquire the business that holds these FCC licenses if we determine the business is complementary to our
growth plan and overall business.  However, we have not entered into any definitive agreement with respect to any such transactions, and
we have not yet identified the amounts we plan to spend on each of these priorities or the timing of any expenditures.

There has been no material change in the expected use of the net proceeds from the offering as described in our registration statement and
related prospectus.

 Item 3.  Defaults Upon Senior Securities.

None.

 Item 4.  Mine Safety Disclosures

Not applicable.

 Item 5.  Other Information.

None.

 Item 6.  Exhibits.

See Exhibit Index.
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 SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf
by the undersigned hereunto duly authorized.
 

   
   PACIFIC DATAVISION, INC.

Date: August 11, 2015  /s/ John Pescatore
   John Pescatore
   President and Chief Executive Officer

(Principal Executive Officer)

   /s/ Timothy Gray
   Timothy Gray
   Chief Financial Officer

(Principal Financial and Accounting Officer)
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Exhibit

No. Description of Exhibit

    3.1(1) Amended and Restated Certificate of Incorporation of Pacific DataVision, Inc. (the “Company”)

    3.2(1) Amended and Restated Bylaws of the Company

    4.1(1) Form of Common Stock Certificate of the Company

    4.2(1) Registration Rights Agreement, dated June 10, 2014, by and among the Company, certain of the Company’s executive
officers named therein, and FBR Capital Markets & Co., on behalf of the investors participating in the June 2014 private
placement.

    4.3(1) Amended and Restated Investor Rights Agreement, dated October 2010, by and among the Company and investors named
therein

    4.4(1) Amendment and Waiver of Rights under Amended and Restated Investor Rights Agreement, approved May 30, 2014, by
and among the Company and the investors named therein

    4.6(1) Registration Rights Agreement, dated September 15, 2014, by and between the Company and Machine License Holding,
LLC.

  31.1 Certification of Principal Executive Officer pursuant to Rules 13a-14 and 15-d-14 promulgated pursuant to the Securities
Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

  31.2 Certification of Principal Financial Officer pursuant to Rules 13a-14 and 15-d-14 promulgated pursuant to the Securities
Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

  32.1* Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

  32.2* Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
 
____________
(1) Incorporated by reference to the Registrant’s Registration Statement on Form S-1 (File No. 333-201156), filed with the SEC on

December 19, 2014.
 
* The certifications furnished in Exhibits 32.1 and 32.2 hereto are deemed to accompany this Quarterly Report on Form 10-Q and will

not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, except to the extent that the
Registrant specifically incorporates it by reference.

  

 



EXHIBIT 31.1 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, John Pescatore, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Pacific DataVision, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent function):

e) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

f) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

 
   

Date: August 11, 2015  By: /s/ John Pescatore
   John Pescatore

 

President and Chief Executive Officer
(Principal Executive Officer)

 



EXHIBIT 31.2 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Timothy Gray, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Pacific DataVision, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

a) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

 
  

Date: August 11, 2015 By: /s/ Timothy Gray
  Timothy Gray

 

Chief Financial Officer
(Principal Financial and Accounting Officer)

 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Pacific DataVision, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2015
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, John Pescatore, President and Chief Executive
Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of
1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
 

  
Date: August 11, 2015 By: /s/ John Pescatore

  John Pescatore
 

President and Chief Executive Officer
(Principal Executive Officer)

 
 
A signed original of this written statement required by Section 906 has been provided to Pacific DataVision, Inc. and will be retained by
Pacific DataVision, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
 
 



EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Pacific DataVision, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2015
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Timothy Gray, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of
1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
 

  
Date: August 11, 2015 By: /s/ Timothy Gray

  Timothy Gray
 

Chief Financial Officer
(Principal Financial and Accounting Officer)

 
 
A signed original of this written statement required by Section 906 has been provided to Pacific DataVision, Inc. and will be retained by
Pacific DataVision, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
 
 

 




	10-Q (pdvWireless, Inc.) (August 11, 2015)
	10-Q - 10-Q
	PART I
	Item 2: Management s Discussion and Analysis of Financial Condition and Results of Operations
	Item 3. Quantitative and Qualitative Disclosures about Market Risk
	Item 4. Controls and Procedures

	PART II OTHER INFORMATION
	Item 1. Legal Proceedings
	Item 1A. Risk Factors.
	Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
	Item 3. Defaults Upon Senior Securities.
	Item 4. Mine Safety Disclosures
	Item 5. Other Information.
	Item 6. Exhibits.

	SIGNATURES
	EXHIBIT INDEX

	EX-31.1 (EX-31.1)
	EX-31.2 (EX-31.2)
	EX-32.1 (EX-32.1)
	EX-32.2 (EX-32.2)


