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PART I - FINANCIAL INFORMATION
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Mandalay Media, Inc. and Subsidiaries
Consolidated Balance Sheets

(In thousands, except share amounts)

September 30, March 31,

2009 2009
(unaudited)
ASSETS
Current assets
Cash and cash equivalents $ 2,807 $ 5,927
Accounts receivable, net of allowances of $177 and $174, respectively 10,886 10,745
Prepaid expenses and other current assets 961 1,334
Total current assets 14,654 18,006
Property and equipment, net 1,159 1,230
Intangible assets, net 15,511 16,121
Goodwill 55,833 55,833
TOTAL ASSETS $ 87,157 $ 91,190
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
Accounts payable $ 7,365 $ 9,557
Accrued license fees 2,387 2,795
Accrued compensation 603 592
Current portion of long term debt 24,506 23,296
Other current liabilities 4,463 5,899
Total currrent liabilities 39,324 42,139
Other long-term liabilities - 27
Total liabilities $ 39,324 42,166
Commitments and contingencies (Note 15)
Stockholders' equity
Preferred stock
Series A convertible preferred stock at $0.0001 par value; 100,000 shares authorized,issued
and outstanding (liquidation preference of $1,000,000) 100 100
Common stock, $0.0001 par value: 100,000,000 shares authorized; 39,863,191 issued and
outstanding at September 30, 2009; 39,653,125 issued and outstanding at March 31, 2009 4 4
Additional paid-in capital 95,048 93,918
Accumulated other comprehensive income/(loss) (288) (129)
Accumulated deficit (47,031) (44,869)
Total stockholders' equity 47,833 49,024
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 87,157 $ 91,190

The accompanying notes are an integral part of these consolidated financial statements




Mandalay Media, Inc. and Subsidiaries
Consolidated Statement of Operations (Unaudited)

(In thousands, except per share amounts)

3 Months Ended 3 Months Ended 6 Months Ended 6 Months Ended
September 30 September 30 September 30 September 30

2009 2008 2009 2008
Net revenues $ 10,141 $ 5,003 $ 20,224 $ 10,349
Cost of revenues
License fees 857 1,785 1,876 3,934
Other direct cost of revenues 2,149 102 3,986 204
Total cost of revenues 3,006 1,887 5,862 4,138
Gross profit 7,135 3,116 14,362 6,211
Operating expenses
Product development 1,358 1,800 2,780 3,567
Sales and marketing 3,024 1,004 6,405 2,283
General and administrative 2,956 2,559 5,344 5,372
Amortization of intangible assets 177 137 354 274
Total operating expenses 7,515 5,500 14,883 11,496
Loss from operations (380) (2,384) (521) (5,285)
Interest and other income/(expense)
Interest income 3 44 7 121
Interest expense (737) (468) (1,406) (952)
Foreign exchange transaction gain/(loss) 139 57 294 73
Other income / (expense) 154 (102) 149 (187)
Interest and other income/(expense) (441) (583) (956) (945)
Loss from operations before income taxes (821) (2,967) (1,477) (6,230)
Income tax provision (380) (74) (685) (148)
Net loss $ (1,201) $ (3,041) $ (2,162) $ (6,378)
Comprehensive loss $ (1,563) $ (3,147) $ (2,321) $ (6,494)
Basic and diluted net loss per common share $ (0.03) $ (0.09) $ (0.05) $ (0.20)
Weighted average common shares outstanding,
basic and diluted 39,863 32,423 39,836 32,377

The accompanying notes are an integral part of these consolidated financial statements




Mandalay Media, Inc. and Subsidiaries
Consolidated Statements of Stockholders’ Equity and Comprehensive Loss (Unaudited)

(In thousands, except share amounts)

Accumulated
Additional Other
Common Stock Preferred Stock Paid-In  Comprehensive Accumulated Comprehensive
Shares Amount  Shares  Amount Capital Income/(Loss) Deficit Total Loss

Balance at March
31, 2009 39,653,125 $ 4 100,000 $ 100 $ 93,918 $ (129) $ (44,869) $ 49,024

Net Loss 961) 961) 961)

Foreign currency
translation
gain/(loss) 203 203 203

Issuance of
common stock
as part of
compensation 210,066 172 172

Deferred stock-
based
compensation 311 311

Comprehensive
loss $ (758)

Balance at June 30,
2009 39,863,191 $ 4 100,000 $ 100 $ 94,401 $ 74 $ (45,830) $ 48,749

Net Loss (1,201)  (1,201) (1,201)

Foreign currency
translation
gain/(loss) (362) (362) (362)

Issuance of
warrants to
vendor for
services
rendered 134 134

Deferred stock-
based
compensation 513 513

Comprehensive
loss $ (1,563)

Balance at
September 30,
2008 39,863,191 $ 4 100,000 $ 100 $ 95,048 $ (288) (47,031) $47,833

The accompanying notes are an integral part of these consolidated financial statements




Mandalay Media, Inc. and Subsidiaries
Consolidated Statements of Cash Flows (Unaudited)

Cash flows from operating activities
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization
Allowance for doubtful accounts
Stock-based compensation
Warrants issued as compensation for services
(Increase) / decrease in assets:

Accounts receivable

Prepaid expenses and other current assets
Increase / (decrease) in liabilities:

Accounts payable

Accrued license fees

Accrued compensation

Other liabilities

Net cash used in operating activities
Cash flows from investing activities

Purchase of property and equipment
Transaction costs related to merger with Twistbox

Net cash used in investing activities
Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information:

Taxes paid

(In thousands)

6 Months Ended 6 Months Ended

September 30, September 30,
2009 2008
$ (2,162) (6,378)
853 642
3 (45)
996 1,966
134 -
(290) 4
327 (22)
(2,230 2,022
(429) (1,020)
©)] 58
(331) (750)
(3.138) (3,523)
172) (120)
- (59)
(172) 179)
190 (112)
(3,122) (3,814)
5,927 10,936
$ 2,807 7,122
109 148

The accompanying notes are an integral part of these consolidated financial statements




Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

1. Organization

Mandalay Media, Inc. (the “Company” or “Mandalay Media”), formerly Mediavest, Inc. (“Mediavest”) , was originally incorporated in
the state of Delaware on November 6, 1998 under the name eB2B Commerce, Inc. On April 27, 2000, it merged into DynamicWeb
Enterprises Inc., a New Jersey corporation, the surviving company, and changed its name to eB2B Commerce, Inc. On April 13, 2005,
the Company changed its name to Mediavest, Inc. Through January 26, 2005, the Company and its former subsidiaries were engaged in
providing business-to-business transaction management services designed to simplify trading between buyers and suppliers. The
Company was inactive from January 26, 2005 until its merger with Twistbox Entertainment, Inc., February 12, 2008 (Note 6). On
September 14, 2007, Mediavest was re-incorporated in the state of Delaware as Mandalay Media Inc.

On November 7, 2007, Mediavest merged into its wholly-owned, newly formed subsidiary, Mandalay Media, with Mandalay Media as
the surviving corporation. Mandalay Media issued: (1) one new share of common stock in exchange for each share of Mediavest’s
outstanding common stock and (2) one new share of preferred stock in exchange for each share of Mediavest’s outstanding preferred
stock as of November 7, 2007. Mandalay Media’s preferred and common stock had the same status and par value as the respective stock
of Mediavest and Mandalay Media acceded to all the rights, acquired all the assets and assumed all of the liabilities of Mediavest.

On February 12, 2008, Mandalay Media completed a merger (the “Merger”’) with Twistbox Entertainment, Inc. (“Twistbox”) through an
exchange of all outstanding capital stock of Twistbox for 10,180 shares of common stock of the Company. In connection with the
Merger, the Company assumed of all the outstanding options under Twistbox’s Stock Incentive Plan by the issuance of options to
purchases 2,463 shares of common stock of the Company, including 2,145 vested and 319 unvested options.

After the Merger, Twistbox became a wholly-owned subsidiary of the Company, and the Company’s only active subsidiary.
Twistbox Entertainment, Inc. (formerly known as The WAAT Corporation) is incorporated in the State of Delaware.

Twistbox is a global publisher and distributor of branded entertainment content, including images, video, TV programming and games,
for Third Generation (3G) mobile networks. Twistbox publishes and distributes its content in a number of countries. Since operations
began in 2003, Twistbox has developed an intellectual property portfolio that includes mobile rights to global brands and content from
leading film, television and lifestyle content publishing companies. Twistbox has built a proprietary mobile publishing platform that
includes: tools that automate handset portability for the distribution of images and video; a mobile games development suite that automates
the porting of mobile games and applications to multiple handsets; and a content standards and ratings system globally adopted by major
wireless carriers to assist with the responsible deployment of age-verified content. Twistbox has distribution agreements with many of
the largest mobile operators in the world.

Twistbox is headquartered in the Los Angeles area and has offices in Europe and South America that provide local sales and marketing
support for both mobile operators and third party distribution in their respective regions.
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Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

On October 23, 2008 the Company completed an acquisition of 100% of the issued and outstanding share capital of AMV Holding
Limited, a United Kingdom private limited company (“AMV”), and 80% of the issued and outstanding share capital of Fierce Media Ltd
(“Fierce”).

In consideration for the shares, and subject to adjustment as set forth in the Stock Purchase Agreement (‘“Stock Purchase Agreement”),
the aggregate purchase price (the “Purchase Price”) consisted of: (a) $5,375 in cash (the “Cash Consideration”); (b) 4,500 fully paid
shares of Common Stock (the “Stock Consideration™); (c) a secured promissory note in the aggregate original principal amount of $5,375
(the “AMYV Note”); and (d) additional earn-out amounts, if any, if the acquired companies achieve certain targeted earnings for each of the
periods from October 1, 2008 to March 31, 2009, April 1, 2009 to March 31, 2010, and April 1, 2010 to September 30, 2010, as
determined in accordance with the Stock Purchase Agreement. The Purchase Price was subject to certain adjustments based on the
working capital of AMV, to be determined initially within 75 days of the closing, and subsequently within 60 days following June 30,
2009. Any such adjustment of the Purchase Price will be made first by means of an adjustment to the principal sum due under the AMV
Note, as set forth in the Stock Purchase Agreement. An initial adjustment of $443 was made subsequent to closing, and has been added to
the AMV Note. The initial period earn-out was recognized in the year ended March 31, 2009 and was added to the amount of
consideration for the acquisition, as described in Note 6.

AMV is a leading mobile media and marketing company delivering games and lifestyle content directly to consumers in the United
Kingdom, Australia, South Africa and various other European countries. AMV markets its well established branded services through a
unique Customer Relationship Management platform that drives revenue through mobile internet, print and TV advertising. AMV is
headquartered in Marlow, outside of London in the United Kingdom.

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements have been prepared pursuant to the rules and regulations of the Securities and
Exchange Commission regarding interim financial reporting. Accordingly, they do not include all of the information and footnotes
required by generally accepted accounting principles for complete financial statements and should be read in conjunction with the
consolidated financial statements and notes thereto included in the Company’s Annual Report on Form 10-K, filed with the Securities and
Exchange Commission. In the opinion of management, the accompanying consolidated financial statements contain all adjustments,
consisting only of normal recurring adjustments, which the Company believes are necessary for a fair statement of the Company’s
financial position as of September 30, 2009 and its results of operations for the three months and the six months ended September 30,
2009 and 2008, respectively. These consolidated financial statements are not necessarily indicative of the results to be expected for the
entire year. The consolidated balance sheet presented as of September 30, 2009 has been derived from the unaudited consolidated
financial statements as of that date, and the consolidated balance sheet presented as of March 31, 2009 has been derived from the audited
consolidated financial statements as of that date.




Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and our wholly-owned subsidiaries. All material intercompany
balances and transactions have been eliminated in consolidation.

Revenue Recognition

The Company’s revenues are derived primarily by licensing material and software in the form of products (Image Galleries, Wallpapers,
video, WAP Site access, Mobile TV) and mobile games. License arrangements with the end user can be on a perpetual or subscription
basis.

A perpetual license gives an end user the right to use the product, image or game on the registered handset on a perpetual basis. A
subscription license gives an end user the right to use the product, image or game on the registered handset for a limited period of time,
ranging from a few days to as long as one month.

The Company either markets and distributes its products directly to consumers, or distributes products through mobile
telecommunications service providers (“carriers”), in which case the carrier markets the product, images or games to end users. License
fees for perpetual and subscription licenses are usually billed upon download of the product, image or game by the end user. In the case
of subscriber licenses, many subscriber agreements provide for automatic renewal until the subscriber opts-out, while others provide opt-
in renewal. In either case, subsequent billings for subscription licenses are generally billed monthly. The Company applies the provisions
of Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 985-605, Software Revenue
Recognition, to all transactions.

Revenues are recognized from the Company’s products, images and games when persuasive evidence of an arrangement exists, the
product, image or game has been delivered, the fee is fixed or determinable, and the collection of the resulting receivable is probable. For
both perpetual and subscription licenses, management considers a license agreement to be evidence of an arrangement with a carrier or
aggregator and a “clickwrap” agreement to be evidence of an arrangement with an end user. For these licenses, the Company defines
delivery as the download of the product, image or game by the end user.

The Company estimates revenues from carriers in the current period when reasonable estimates of these amounts can be made. Most
carriers only provide detailed sales transaction data on a one to two month lag. Estimated revenue is treated as unbilled receivables until
the detailed reporting is received and the revenues can be billed. Some carriers provide reliable interim preliminary reporting and others
report sales data within a reasonable time frame following the end of each month, both of which allow the Company to make reasonable
estimates of revenues and therefore to recognize revenues during the reporting period when the end user licenses the product, image or
game. Determination of the appropriate amount of revenue recognized involves judgments and estimates that the Company believes are
reasonable, but it is possible that actual results may differ from the Company’s estimates. The Company’s estimates for revenues include
consideration of factors such as preliminary sales data, carrier-specific historical sales trends, volume of activity on company monitored
sites, seasonality, time elapsed from launch of services or product lines, the age of games and the expected impact of newly launched
games, successful introduction of new handsets, growth of 3G subscribers by carrier, promotions during the period and economic trends.
When the Company receives the final carrier reports, to the extent not received within a reasonable time frame following the end of each
month, the Company records any differences between estimated revenues and actual revenues in the reporting period when the Company
determines the actual amounts. Revenues earned from certain carriers may not be reasonably estimated. If the Company is unable to
reasonably estimate the amount of revenues to be recognized in the current period, the Company recognizes revenues upon the receipt of a
carrier revenue report and when the Company’s portion of licensed revenues are fixed or determinable and collection is probable. To
monitor the reliability of the Company’s estimates, management, where possible, reviews the revenues by country, by carrier and by
product line on a regular basis to identify unusual trends such as differential adoption rates by carriers or the introduction of new
handsets. If the Company deems a carrier not to be creditworthy, the Company defers all revenues from the arrangement until the
Company receives payment and all other revenue recognition criteria have been met.
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Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

In accordance with FASB ASC 605-45, Reporting Revenue Gross as a Principal Versus Net as an Agent, the Company recognizes as
revenues the amount the carrier reports as payable upon the sale of the Company’s products, images or games. The Company has
evaluated its carrier agreements and has determined that it is not the principal when selling its products, images or games through carriers.
Key indicators that it evaluated to reach this determination include:

»  wireless subscribers directly contract with the carriers, which have most of the service interaction and are generally viewed as
the primary obligor by the subscribers;

* carriers generally have significant control over the types of content that they offer to their subscribers;

e carriers are directly responsible for billing and collecting fees from their subscribers, including the resolution of billing
disputes;

» carriers generally pay the Company a fixed percentage of their revenues or a fixed fee for each game;

e carriers generally must approve the price of the Company’s content in advance of their sale to subscribers, and the Company’s
more significant carriers generally have the ability to set the ultimate price charged to their subscribers; and

e the Company has limited risks, including no inventory risk and limited credit risk

For direct to consumer business, revenue is earned by delivering a product or service directly to the end user of that product or service. In
those cases, the Company records as revenue the amount billed to that end user and recognizes the revenue when persuasive evidence of
an arrangement exists, the product, image or game has been delivered, the fee is fixed or determinable, and the collection of the resulting
receivable is probable.

Net (Loss) per Common Share

Basic loss per common share is computed by dividing net loss attributable to common stockholders by the weighted average number of
common shares outstanding for the period. Diluted net loss per share is computed by dividing net loss attributable to common
stockholders by the weighted average number of common shares outstanding for the period plus dilutive common stock equivalents,
using the treasury stock method. Potentially dilutive shares from stock options and warrants and the conversion of the Series A preferred
stock were as follows:

3 Months Ended 3 Months Ended 6 Months Ended 6 Months Ended
September 30 September 30 September 30 September 30
2009 2008 2009 2008

Potentially dilutive shares 100 2,300 100 3,695




Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

These shares were not included in the computation of diluted loss per share as they were anti-dilutive in each period.

Comprehensive Loss

Comprehensive loss consists of two components, net loss and other comprehensive loss. Other comprehensive loss refers to gains and
losses that under generally accepted accounting principles are recorded as an element of stockholders’ equity but are excluded from net
loss. The Company’s other comprehensive loss currently includes only foreign currency translation adjustments.

Cash and Cash Equivalents
The Company considers all highly liquid short-term investments purchased with a maturity of three months or less to be cash equivalents.

Content Provider Licenses

Content Provider License Fees and Minimum Guarantees

The Company’s royalty expenses consist of fees that it pays to branded content owners for the use of their intellectual property in the
development of the Company’s games and other content, and other expenses directly incurred in earning revenue. Royalty-based
obligations are either accrued as incurred and subsequently paid, or in the case of longer term content acquisitions, paid in advance and
capitalized on our balance sheet as prepaid royalties. These royalty-based obligations are expensed to cost of revenues either at the
applicable contractual rate related to that revenue or over the estimated life of the prepaid royalties. Advanced license payments that are not
recoupable against future royalties are capitalized and amortized over the lesser of the estimated life of the branded title or the term of
the license agreement.

The Company’s contracts with some licensors include minimum guaranteed royalty payments, which are payable regardless of the
ultimate volume of sales to end users. Each quarter, the Company evaluates the realization of its royalties as well as any
unrecognized guarantees not yet paid to determine amounts that it deems unlikely to be realized through product sales. The Company uses
estimates of revenues, and share of the relevant licensor to evaluate the future realization of future royalties and guarantees. This
evaluation considers multiple factors, including the term of the agreement, forecasted demand, product life cycle status, product
development plans, and current and anticipated sales levels, as well as other qualitative factors. To the extent that this evaluation indicates
that the remaining future guaranteed royalty payments are not recoverable, the Company records an impairment charge to cost of revenues
and a liability in the period that impairment is indicated.

Content Acquired

Amounts paid to third party content providers as part of an agreement to make content available to the Company for a term or in
perpetuity, without a revenue share, have been capitalized and are included in the balance sheet as prepaid expenses. These balances will
be expensed over the estimated life of the material acquired.

Software Development Costs

The Company applies the principles of FASB ASC 985-20, Accounting for the Costs of Computer Software to Be Sold, Leased, or
Otherwise Marketed (“ASC 985-20”). ASC 985-20 requires that software development costs incurred in conjunction with product
development be charged to research and development expense until technological feasibility is established. Thereafter, until the product is
released for sale, software development costs must be capitalized and reported at the lower of unamortized cost or net realizable value of
the related product.




Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

The Company has adopted the “tested working model” approach to establishing technological feasibility for its products and games.
Under this approach, the Company does not consider a product or game in development to have passed the technological feasibility
milestone until the Company has completed a model of the product or game that contains essentially all the functionality and features of
the final game and has tested the model to ensure that it works as expected. To date, the Company has not incurred significant costs
between the establishment of technological feasibility and the release of a product or game for sale; thus, the Company has expensed all
software development costs as incurred. The Company considers the following factors in determining whether costs can be capitalized:
the emerging nature of the mobile market; the gradual evolution of the wireless carrier platforms and mobile phones for which it develops
products and games; the lack of pre-orders or sales history for its products and games; the uncertainty regarding a product’s or game’s
revenue-generating potential; its lack of control over the carrier distribution channel resulting in uncertainty as to when, if ever, a product
or game will be available for sale; and its historical practice of canceling products and games at any stage of the development process.

Product Development Costs

The Company charges costs related to research, design and development of products to product development expense as incurred. The
types of costs included in product development expenses include salaries, contractor fees and allocated facilities costs.

Adpvertising Expenses

The Company expenses the production costs of advertising, including direct response advertising, the first time the advertising takes
place. Advertising expense was $2,176 and $139 in the three months ended September 30, 2009 and 2008, respectively and $4,515 and
$563 in the six months ended September 30, 2009 and 2008, respectively.

Restructuring

The Company accounts for costs associated with employee terminations and other exit activities in accordance with FASB ASC 420-10,
Accounting for Costs Associated with Exit or Disposal Activities. The Company records employee termination benefits as an operating
expense when it communicates the benefit arrangement to the employee and it requires no significant future services, other than a
minimum retention period, from the employee to earn the termination benefits.

Fair Value of Financial Instruments

As of September 30, 2009 and March 31, 2009, the carrying value of cash and cash equivalents, accounts receivable, prepaid expenses
and other current assets, accounts payable, accrued license fees, accrued compensation and other current liabilities approximates fair value
due to the short-term nature of such instruments. The carrying value of current portion of long-term debt approximates fair value as the
related interest rates approximate rates currently available to the Company.
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Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

Foreign Currency Translation.

The Company uses the United States dollar for financial reporting purposes. Assets and liabilities of foreign operations are translated
using current rates of exchange prevailing at the balance sheet date. Equity accounts have been translated at their historical exchange rates
when the capital transaction occurred. Statement of Operations amounts are translated at average rates in effect for the reporting period.
The foreign currency translation adjustment loss of $362 in the three months ended September 30, 2009 and $159 in the six months
ended September 30, 2009 has been reported as a component of comprehensive loss in the consolidated statement of stockholders equity
and comprehensive loss. Translation gains or losses are shown as a separate component of shareholder's equity.

Concentrations of Credit Risk

Financial instruments which potentially subject us to concentration of credit risk consist principally of cash and cash equivalents and
accounts receivable. We have placed cash and cash equivalents with a single high credit-quality institution. Most of our sales are made
directly to large national Mobile Phone Operators in the countries that we operate. We have a significant level of business and resulting
significant accounts receivable balance with one operator and therefore have a high concentration of credit risk with that operator. We
perform ongoing credit evaluations of our customers and maintain an allowance for potential credit losses. As of September 30, 2009,
two major customers represented approximately 12% and 11%, respectively, of our gross accounts receivable outstanding. These two
customers accounted for 22% and 14%, respectively, of our gross revenues in the three months ended September 30, 2009; and 21% and
15% in the six months ended September 30, 2009. As of March 31, 2009, our two largest customers represented approximately 19% and
13% of our gross accounts receivable outstanding. These customers accounted for 5% and 19% respectively, of our gross sales in the
year ended March 31, 2009.

Property and Equipment
Property and equipment is stated at cost. Depreciation and amortization is calculated using the straight-line method over the estimated
useful lives of the related assets. Estimated useful lives are 8 to 10 years for leasehold improvements and 5 years for other assets.

Goodwill and Indefinite Life Intangible Assets

Goodwill represents the excess of cost over fair value of net assets of businesses acquired. In accordance with FASB ASC 350-20
Goodwill and Other Intangible Assets, the value assigned to goodwill and indefinite lived intangible assets, including trademarks and
tradenames, is not amortized to expense, but rather they are evaluated at least on an annual basis to determine if there are potential
impairments. If the fair value of the reporting unit is less than its carrying value, an impairment loss is recorded to the extent that the
implied fair value of the reporting unit goodwill is less than the carrying value. If the fair value of an indefinite lived intangible (such as
trademarks and trade names) is less than its carrying amount, an impairment loss is recorded. Fair value is determined based on
discounted cash flows, market multiples or appraised values, as appropriate. Discounted cash flow analysis requires assumptions about
the timing and amount of future cash inflows and outflows, risk, the cost of capital, and terminal values. Each of these factors can
significantly affect the value of the intangible asset. The estimates of future cash flows, based on reasonable and supportable assumptions
and projections, require management’s judgment. Any changes in key assumptions about the Company’s businesses and their prospects,
or changes in market conditions, could result in an impairment charge. Some of the more significant estimates and assumptions inherent in
the intangible asset valuation process include: the timing and amount of projected future cash flows; the discount rate selected to measure
the risks inherent in the future cash flows; and the assessment of the asset’s life cycle and the competitive trends impacting the asset,
including consideration of any technical, legal or regulatory trends.
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In the year ended March 31, 2009, the Company determined that there was an impairment of goodwill, amounting to $27,844. In
performing the related valuation analysis, the Company used various valuation methodologies including probability weighted discounted
cash flows, comparable transaction analysis, and market capitalization and comparable company multiple comparison. The impairment is
detailed in Note 6 below.

Impairment of Long-Lived Assets and Finite Life Intangibles

Long-lived assets, including purchased intangible assets with finite lives are amortized using the straight-line method over their useful
lives ranging from three to ten years and are reviewed for impairment in accordance with FASB ASC 360-10, Accounting for the
Impairment or Disposal of Long-Lived Assets, whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to
future undiscounted net cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to
be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be
disposed of are reported at the lower of the carrying amount or fair value less costs to sell.

In the year ended March 31, 2009, the Company determined that there was an impairment of intangible assets, amounting to $3,940. In
performing the related valuation analysis the Company used various valuation methodologies including probability weighted discounted
cash flows, comparable transaction analysis, and market capitalization and comparable company multiple comparison. The impairment is
detailed in Note 8 below.

Intangible assets subject to amortization primarily consist of customer lists, license agreements and software that have been acquired. The
intangible asset values assigned to the identified assets for each acquisition were generally determined based upon the expected discounted
aggregate cash flows to be derived over the estimated useful life. The method of amortizing the intangible asset values are based upon the
Company’s historical experience. The Company reviews the recoverability of its finite-lived intangible assets for recoverability whenever
events or circumstances indicated that the carrying amount of an asset may not be recoverable. Recoverability is assessed by comparison
to associated undiscounted cash flows. We have determined that there is no impairment in the current period.

Income Taxes

The Company accounts for income taxes in accordance with FASB ASC 740-10, Accounting for Income Taxes (“ASC 740-10""), which
requires recognition of deferred tax assets and liabilities for the expected future tax consequences of events that have been included in its
financial statements or tax returns. Under ASC 740-10, the Company determines deferred tax assets and liabilities for temporary
differences between the financial reporting basis and the tax basis of assets and liabilities along with net operating losses, if it is more
likely than not the tax benefits will be realized using the enacted tax rates in effect for the year in which it expects the differences to
reverse. To the extent a deferred tax asset cannot be recognized, a valuation allowance is established if necessary.
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ASC 740-10 prescribes that a company should use a more-likely-than-not recognition threshold based on the technical merits of the tax
position taken. Tax positions that meet the “more-likely-than-not” recognition threshold should be measured as the largest amount of the
tax benefits, determined on a cumulative probability basis, which is more likely than not to be realized upon ultimate settlement in the
financial statements. We recognize interest and penalties related to income tax matters as a component of the provision for income taxes.
We do not currently anticipate that the total amount of unrecognized tax benefits will significantly change within the next 12 months.

Stock-based compensation.

We have applied FASB ASC 718 Share-Based Payment (“ASC 718”) and accordingly, we record stock-based compensation expense for
all of our stock-based awards.

Under ASC 718, we estimate the fair value of stock options granted using the Black-Scholes option pricing model. The fair value for
awards that are expected to vest is then amortized on a straight-line basis over the requisite service period of the award, which is generally
the option vesting term. The amount of expense recognized represents the expense associated with the stock options we expect to
ultimately vest based upon an estimated rate of forfeitures; this rate of forfeitures is updated as necessary and any adjustments needed to
recognize the fair value of options that actually vest or are forfeited are recorded.

The Black-Scholes option pricing model, used to estimate the fair value of an award, requires the input of subjective assumptions,
including the expected volatility of our common stock, interest rates, dividend rates and an option’s expected life. As a result, the financial
statements include amounts that are based upon our best estimates and judgments relating to the expenses recognized for stock-based
compensation.

Preferred Stock

The Company applies the guidance enumerated in FASB ASC 480-10, Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity (“ASC 480-10) when determining the classification and measurement of preferred stock.
Preferred shares subject to mandatory redemption (if any) are classified as liability instruments and are measured at fair value in
accordance with ASC 480-10. All other issuances of preferred stock are subject to the classification and measurement principles of ASC
480-10. Accordingly, the Company classifies conditionally redeemable preferred shares (if any), which includes preferred shares that
feature redemption rights that are either within the control of the holder or subject to redemption upon the occurrence of uncertain events
not solely within the Company’s control, as temporary equity. At all other times, the Company classifies its preferred shares in
stockholders’ equity.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent asset and liabilities at the
date of the financial statements and reported amounts of revenue and expenses during the period. Actual results could differ from those
estimates. The most significant estimates relate to revenues for periods not yet reported by Carriers, liabilities recorded for future
minimum guarantee payments under content licenses, accounts receivable allowances, and stock-based compensation expense.
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Recent Accounting Pronouncements

With the exception of those discussed below, there have been no recent accounting pronouncements or changes in accounting
pronouncements during the three and six months ended September 30, 2009, as compared to the recent accounting pronouncements
described in the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2009, that are of significance, or potential
significance to the Company.

Adopted Accounting Pronouncements

Effective July 1, 2009, the Company adopted FASB ASC 105-10, Generally Accepted Accounting Principles (“ASC 105-10") (the
“Codification”). ASC 105-10 establishes the exclusive authoritative reference for U.S. GAAP for use in financial statements, except for
SEC rules and interpretive releases, which are also authoritative GAAP for SEC registrants. The Codification will supersede all existing
non-SEC accounting and reporting standards. The Company has included the references to the Codification, as appropriate, in these
consolidated financial statements. As the Codification was not intended to change or alter existing GAAP, it did not have any impact on
the Company’s consolidated financial statements.

Effective April 1, 2009, the Company adopted ASC 855, Subsequent Events (“ASC 855-10”). The standard modifies the names of the
two types of subsequent events either as “recognized subsequent events” (previously referred to in practice as Type I subsequent events)
or “non-recognized subsequent events” (previously referred to in practice as Type II subsequent events). In addition, the standard
modifies the definition of subsequent events to refer to events or transactions that occur after the balance sheet date, but before the
financial statements are issued (for public entities) or available to be issued (for nonpublic entities). It also requires the disclosure of the
date through which subsequent events have been evaluated. The standard did not result in significant changes in the practice of
subsequent event disclosures or the related accounting thereof, and therefore the adoption did not have any impact on the Company’s
consolidated financial statements.

Effective April 1, 2009, the Company adopted three accounting standard updates which were intended to provide additional application
guidance and enhanced disclosures regarding fair value measurements and impairments of securities. They also provide additional
guidelines for estimating fair value in accordance with fair value accounting. The first update, as codified in ASC 820-10-65, provides
additional guidelines for estimating fair value in accordance with fair value accounting. The second accounting update, as codified in ASC
320-10-65, changes accounting requirements for other-than-temporary-impairment (OTTI) for debt securities by replacing the current
requirement that a holder have the positive intent and ability to hold an impaired security to recovery in order to conclude an impairment
was temporary with a requirement that an entity conclude it does not intend to sell an impaired security and it will not be required to sell
the security before the recovery of its amortized cost basis. The third accounting update, as codified in ASC 825-10-65, increases the
frequency of fair value disclosures. These updates were effective for fiscal years and interim periods ended after June 15, 2009. The
adoption of these accounting updates did not have any impact on the Company’s consolidated financial statements.
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Effective April 1, 2009, the Company adopted a new accounting standard update regarding business combinations, ASC 805, which
establishes principles and requirements for how the acquirer of a business recognizes and measures in its financial statements the
identifiable assets acquired, the liabilities assumed, and any non-controlling interest in the acquiree. ASC 805-10 also provides guidance
for recognizing and measuring the goodwill acquired in the business combination and determines what information to disclose to enable
users of the financial statements to evaluate the nature and financial effects of the business combination. ASC 805-10 applies
prospectively to business combinations for which the acquisition date is on or after the beginning of the first annual reporting period
beginning on or after December 15, 2008. We will apply the requirements of ASC 805-10 prospectively to any future acquisitions.
Although the Company did not enter into any business combinations during the first six months of 2009, the Company believes ASC
805-10 may have a material impact on the Company’s future consolidated financial statements if the Company were to enter into any
future business combinations depending on the size and nature of any such future transactions.

New Accounting Pronouncements

In September 2009, the FASB issued Update No. 2009-13, Multiple-Deliverable Revenue Arrangements—a consensus of the FASB
Emerging Issues Task Force ” (ASU 2009-13). It updates the existing multiple-element revenue arrangements guidance currently
included under ASC 605-25, which originated primarily from the guidance in EITF Issue No. 00-21, “Revenue Arrangements with
Multiple Deliverables” (EITF 00-21). The revised guidance primarily provides two significant changes: (1) eliminates the need for
objective and reliable evidence of the fair value for the undelivered element in order for a delivered item to be treated as a separate unit of
accounting, and (2) eliminates the residual method to allocate the arrangement consideration. In addition, the guidance also expands the
disclosure requirements for revenue recognition. ASU 2009-13 will be effective for the first annual reporting period beginning on or after
June 15, 2010, with early adoption permitted provided that the revised guidance is retroactively applied to the beginning of the year of
adoption. The Company is currently assessing the future impact of this new accounting update to its consolidated financial statements.

In August 2009, the FASB issued Update No. 2009-05, Fair Value Measurements and Disclosures (Topic 820) — Measuring
Liabilities at Fair Value (ASU 2009-05). ASU 2009-05 amends ASC 820, Fair Value Measurements and Disclosures, of the
Codification to provide further guidance on how to measure the fair value of a liability, an area where practitioners have been seeking
further guidance. It primarily does three things: (1) sets forth the types of valuation techniques to be used to value a liability when a
quoted price in an active market for the identical liability is not available, (2) clarifies that when estimating the fair value of a liability, a
reporting entity is not required to include a separate input or adjustment to other inputs relating to the existence of a restriction that
prevents the transfer of the liability and (3) clarifies that both a quoted price in an active market for the identical liability at the
measurement date and the quoted price for the identical liability when traded as an asset in an active market when no adjustments to the
quoted price of the asset are required are Level 1 fair value measurements. This standard is effective beginning fourth quarter of 2009 for
the Company. The adoption of this standard update is not expected to impact the Company’s consolidated financial statements.

3. Liquidity

The accompanying consolidated financial statements have been prepared in conformity with generally accepted accounting principles,
which contemplates continuation of the Company as a going concern. One of the Company’s operating subsidiaries, Twistbox, has
sustained substantial operating losses since commencement of operations. The Company has also incurred negative cash flows from
operating activities and the majority of the Company’s assets are intangible assets and goodwill, which have been subject to impairment in
the current year.
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In addition, Twistbox has a significant amount of debt, in the form of a secured note, as detailed in Note 8. The Company has
guaranteed 50% of this debt, and the group is subject to certain covenants. The debt and the operation of covenants were restructured on
August 11, 2009.

The realization of a major portion of the assets in the accompanying consolidated balance sheet is dependent upon continued operations
of the Company, which is in turn dependent on reaching a positive cash flow position while maintaining adequate liquidity.

The Company has undertaken a number of specific steps to achieve positive cashflow in the future and to improve liquidity. These
actions include the debt restructuring described in Note 8, and the Company has taken further action to reduce its ongoing operating cost
base, and has been in discussions with unsecured creditors regarding restructuring of commitments. Other actions include continued
increases in revenues by introducing new products and revenue streams, reductions in the cost of revenues, continued expansion into new
territories, reviewing additional financing options, and accretive acquisitions. Management believes that actions undertaken as a whole
provide the opportunity for the Company to continue as a going concern, although this will be highly dependent on the ability to
restructure commitments, and to obtain additional debt and/or equity placements.

4. Fair Value Measurements

The carrying amounts of cash and cash equivalents, accounts receivables, accounts payable and accrued liabilities approximate their fair
values due to the short-term maturities of these instruments.

On April 1, 2009, the Company adopted FASB ASC 820-10, Fair Value Measurements and Disclosures - Measuring Liabilities at Fair
Value (“ASC 820-10"). ASC 820-10, which defines fair value, establishes a framework for measuring fair value in generally accepted
accounting principles, and expands disclosures about fair value measurements. ASC 820-10 does not require any new fair value
measurements, but provides guidance on how to measure fair value by providing a fair value hierarchy used to classify the source of the
information.

ASC 820-10 establishes a three-level valuation hierarchy of valuation techniques that is based on observable and unobservable inputs.
Classification within the hierarchy is determined based on the lowest level of input that is significant to the fair value measurement. The
first two inputs are considered observable and the last unobservable, that may be used to measure fair value and include the following:

Level 1 - - Quoted prices in active markets for identical assets or liabilities.
Level 2 - - Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the assets or liabilities.

Level 3 - - Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.

As of September 30, 2009, the Company held certain assets and liabilities that are required to be measured at fair value on a recurring
basis, including its cash and cash equivalents. The fair value of these assets and liabilities was determined using the following inputs in
accordance with ASC 820-10 at September 30, 2009:
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Fair Value Measurement as of September 30, 2009

Accounts receivable

Total Level 1 Level 2 Level 3
Description $ $ $ $
Cash and cash equivalents 2,807 2,807 - -
5. Balance Sheet Components
Accounts Receivable
September 30, March 31,
2009 2009
(unaudited)

$ 11,063 $ 10,919

Less: allowance for doubtful accounts $ (177) (174)
$ 10,886 $ 10,745

Accounts receivable includes amounts billed and unbilled as of the respective balance sheet dates. The Company had no significant write-
offs or recoveries during the period ended September 30, 2009.

Property and Equipment

Equipment
Furniture & fixtures
Leasehold improvements

Accumulated depreciation

September 30, March 31,
2009 2009
(unaudited)

$ 1,318 $ 1,192
432 386

140 140

1,890 1,718
(731) (488)

$ 1,159 $ 1,230

Depreciation expense for the three months ended September 30, 2009 and 2008 was $133 and $86, respectively; and for the six months
ended September 30, 2009 and 2008 was $243 and $164 respectively.

6. Description of Stock Plans

On September 27, 2007, the stockholders of the Company adopted the 2007 Employee, Director and Consultant Stock Plan (‘“Plan”).
Under the Plan, the Company may grant up to 3,000 shares or equivalents of common stock of the Company as incentive stock options
(ISO), non-qualified options (NQO), stock grants or stock-based awards to employees, directors or consultants, except that ISO’s shall
only be issued to employees. Generally, ISO’s and NQO’s shall be issued at prices not less than fair market value at the date of issuance,
as defined, and for terms ranging up to ten years, as defined. All other terms of grants shall be determined by the board of directors of the

Company, subject to the Plan.

On February 12, 2009, the Company amended the Plan to increase the number of shares of our common stock that may be issued under
the Plan to 7,000 shares and on March 7, 2009, amended the Plan to increase the maximum number of shares of the Company's common
stock with respect to which stock rights may be granted in any fiscal year to 1,100 shares. All other terms of the plan remain in full force

and effect.
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The following table summarizes options granted for the periods or as of the dates indicated:

Number of  Weighted Average

Shares Exercise Price
Outstanding at December 31, 2006 - -
Granted 1,600 $ 2.64
Canceled - -
Exercised - u
Outstanding at December 31, 2007 1,600 $ 2.64
Granted 2,752 $ 4.57
Transferred in from Twistbox 2,462 $ 0.64
Canceled 12) $ 0.81
Outstanding at March 31, 2008 6,802 $ 2.70
Granted 1,860 $ 2.67
Canceled (1,702) $ 0.48
Exercised - $ 0.48
Outstanding at March 31, 2009 6,960 $ 2.51
Granted - % -
Canceled (380) $ 0.81
Exercised - % -
Outstanding at September 30, 2009 (unaudited) 6,580 $ 2.51
Exercisable at September 30, 2009 (unaudited) 5,308 $ 2.27

The fair value for these options was estimated at the date of grant using a Black-Scholes option pricing model with the following
weighted-average assumptions:

Options Granted

Three Months Ended Options tranferred

September 30, 2008 Options Granted from Twistbox
Expected life (years) 4 4t06 3to7
Risk-free interest rate 3.89 2.7% to 3.89% 2.03% t0 5.03%
Expected volatility 75.20% 70% to 75.2% 70% to 75%
Expected dividend yield 0% 0% 0%

The exercise price for options outstanding at September 30, 2009 was as follows:
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Options outstanding

Weighted
Average Weighted
Remaining Number Average Aggregate
Range of Contractual Life Outsanding Exercise Intrinsic
Exercise Price (Years) September 30, 2009 Price Value
$0 - $1.00 6.83 2,264 $ 064 $ 23,608
$2.00 - $3.00 8.58 2,616 $ 2.67 $ -
$4.00 - $5.00 8.38 1,700 $ 475 $ =
7.92 6,580 $ 251 § 23,608
The exercise price for options exercisable at September 30, 2009 was as follows:
Options Exercisable
Weighted
Average Weighted
Remaining Options Average Aggregate
Range of Contractual Life Exercisable Exercise Intrinsic
Exercise Price (Years) September 30, 2009 Price Value
$0 - $1.00 6.81 2,206 $ 0.63 $ 23,541
$2.00 - $3.00 8.53 1,969 $ 2,66 $ -
$4.00 - $5.00 8.38 1,133 $ 475 § =
7.78 5,308 $ 2.27 23,541

A summary of the status of the Company’s nonvested shares as of September 30, 2009 pursuant to the Plan, and changes during the three
months ended September 30, 2009 is presented below:

Weighted Average

Number of Grant Date

Nonvested shares Shares Fair Value
Nonvested at March 31, 2009 498,767 $ 0.85
Granted 229,388 $ 0.89
Vested 219,550 $ 0.86
Nonvested at June 30, 2009 508,605 $ 0.86
Vested 233,955 $ 0.86
Nonvested at September 30, 2009 274,650 $ 0.86
Forfeited (81,333) $ 0.88

19




Mandalay Media, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
(all numbers in thousands except per share amounts)

As of September 30, 2009, there was $236 of total unrecognized compensation cost related to nonvested share-based compensation
arrangements granted under the Plan. That cost is expected to be recognized over a period of a further 8 months. The total fair value of
shares vested during the three months ended September 30, 2009 was $202; the total fair value of shares vested during the six months

ended September 30, 2009 was $392.
Stock compensation expense is included in the following income statement components:

3 Months Ended 3 Months Ended 6 Months Ended

6 Months Ended

September 30 September 30 September 30 September 30
2009 2008 2009 2008
Product development $ 33 9 3 6 $ 19
Sales and marketing 7 7 14 14
General and administrative 503 728 995 1,933
$ 513 § 744§ 1,014 $ 1,966
7. Acquisitions/Purchase Price Accounting

Twistbox Entertainment Inc. and related entities

On February 12, 2008, the Company completed an acquisition of Twistbox through an exchange of all outstanding capital stock of
Twistbox for 10,180 shares of common stock of the Company and the Company’s assumption of all the outstanding options of
Twistbox’s 2006 Stock Incentive Plan by the issuance of options to purchase 2,463 shares of common stock of the Company, including

2,145 vested and 318 unvested options. After the Merger, Twistbox became a wholly-owned subsidiary of the Company.

Twistbox is a global publisher and distributor of branded entertainment content, including images, video, TV programming and games,
for Third Generation (3G) mobile networks. It publishes and distributes its content globally and has developed an intellectual property
portfolio unique to its target demographic that includes worldwide mobile rights to global brands and content from leading film, television
and lifestyle content publishing companies. Twistbox has built a proprietary mobile publishing platform and has leveraged its brand
portfolio and platform to secure “direct” distribution agreements with the largest mobile operators in the world. These factors contributed
to a purchase price in excess of the fair value of net tangible and intangible assets acquired, and, as a result, the Company recorded

goodwill in connection with this transaction.

In connection with the Merger, the Company guaranteed up to $8,250 of principal under an existing note of Twistbox in accordance with
the terms, conditions and limitations contained in the note. In connection with the guaranty, the Company issued the lender two warrants,
one to purchase 1,093 and the other to purchase 1,093 shares of common stock of the Company, exercisable at $7.55 per share, and at
$5.00 per share, (increasing to $7.55 per share, if not exercised in full by February 12, 2009), respectively, through July 30, 2011. The
warrants have been included as part of the purchase consideration and have been valued using the Black Scholes method, using the stock
price at the merger date of $4.75 per share discounted for certain restrictions, a volatility of 70%, and the exercise price and the expected

time to vest for each group. These warrants were subsequently amended as described in Note 8.
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The purchase consideration was determined to be $67,479, consisting of $66,025 attributed to the common stock and options exchanged
and warrants issued, and $1,454 in transaction costs. During the year, a further $59 of transaction costs were recognized, with the result
that the purchase consideration was increased to $67,538, with an equivalent increase in Goodwill. The options and warrants were valued
using the Black Scholes method, using the stock price at the merger date of $4.75 per share, a volatility of 70%, and in the case of options
the exercise price and the expected time to vest for each group. Under the purchase method of accounting, the Company allocated the total
purchase price of $67,538 to the net tangible and intangible assets acquired and liabilities assumed based upon their respective estimated
fair values as of the acquisition date as follows:

Cash $ 6,679
Accounts receivable 4,966
Prepaid expenses and other current assets 1,138
Property and equipment 1,062
Other long-term assets 361
Accounts Payable, accrued license fees and accruals (6,882)
Other current liabilities (814)
Accrued license fees, long term portion (2,796)
Long term debt (16,483)
Identified Intangibles 19,905
Merger related restructuring reserves (1,034)
Goodwill __ 61,436
$ 67,538

The Merger related restructuring reserves were subsequently reduced by $215, increasing net assets acquired and consequentially
reducing goodwill by that amount. As a result, goodwill recognized in the above transaction amounted to $61,221. Goodwill in relation to
the acquisition of Twistbox is not expected to be deductible for income tax purposes. Merger related restructuring reserves include
reserves for employee severance and for office relocation.

AMY Holding Limited group

On October 23, 2008, the Company completed an acquisition of 100% of AMV Holding Limited, a United Kingdom private limited
company (“AMV”) and 80% of Fierce Media Limited. The acquisition was effective on October 1, 2008.

Subject to adjustment as set forth in the Stock Purchase Agreement, the aggregate purchase price (the “Purchase Price”) consisted of: (a)
$5,375 in cash (the “Cash Consideration”); (b) 4,500 fully paid and non-assessable shares of Common Stock (the “Stock
Consideration”); (c) a secured promissory note in the aggregate original principal amount of $5,375 (the “AMYV Note”); and (d) additional
earn-out amounts, if any, if the Acquired Companies achieve certain targeted earnings for each of the periods from October 1, 2008 to
March 31, 2009, April 1, 2009 to March 31, 2010, and April 1, 2010 to September 30, 2010, as determined in accordance with the Stock
Purchase Agreement. The Purchase Price is subject to certain adjustments based on the working capital of AMYV, to be determined
initially within 75 days of the closing, and subsequently within 60 days following June 30, 2009. Any such adjustment of the Purchase
Price will be made first by means of an adjustment to the principal sum due under the AMV Note, as set forth in the Stock Purchase
Agreement. The initial adjustment has been determined preliminarily as $443, to be added to the AMV Note.
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Prior to closing, each outstanding option to purchase shares of capital stock of AMV was either exercised in full or terminated. The AMV
Note matures on July 31, 2010, and bears interest at an initial rate of 5% per annum, subject to adjustment as provided therein. In the
event the Company completes an equity financing that results in gross proceeds of over $6,000, the Company will prepay a portion of the
AMYV Note in an amount equal to one-third of the excess of the gross proceeds of such financing over $6,000. In addition, if within nine
months of the issuance date of the AMV Note, the Company completes a financing that results in gross proceeds of over $15,000, then
the Company shall prepay the entire principal amount then outstanding under the AMV Note, plus accrued interest. If within nine months
of the issuance date of the Note, the aggregate principal sum then outstanding under the AMV Note plus accrued interest thereon has not
been prepaid, then on and after such date, interest shall accrue on the unpaid principal balance of the AMV Note at a rate of 7% per
annum. Additionally, in connection with the AMV Note, AMV granted to the Sellers a security interest in its assets. Such security
interest is subordinate to the security interest granted to ValueAct Small Cap Master Fund, L.P. (“ValueAct) under the Senior Secured
Note, issued by Twistbox, due January 30, 2010, as amended on February 12, 2008 (the “ValueAct Note™), and as subsequently
amended on October 23, 2008. AMYV also agreed to guarantee Mandalay Media’s repayment of the AMV Note to the Sellers.

The Purchase Price was preliminarily estimated by the Company to be $23,030 consisting of $9,900 attributed to the Stock Consideration
issued, $5,375 in cash, $95 in stamp duty, $5,818 under the AMV Note referenced above (inclusive of the working-capital adjustment),
$1,098 as an estimate of the initial period earn-out adjustment and $744 in transaction costs. Any further adjustments required under the
“working capital adjustment” provision and any further adjustment under the “earn-out” provision of the Stock Purchase Agreement have
not yet been determined and therefore have not been included in the preliminary calculation of the purchase price. The shares of the Stock
Consideration were valued using the closing stock price at the acquisition date of $2.20 per share. Under the purchase method of
accounting, the Company allocated the total Purchase Price of $23,030 to the net tangible and intangible assets acquired and liabilities
assumed based upon their respective estimated fair values as of the acquisition date as follows:

Cash and cash equivalents $ 3,380
Accounts receivable, net of allowances 9,087
Prepaid expenses and other current assets 16
Property and equipment, net 406
Accounts payable (10,391)
Bank overdrafts (1,902)
Other current liabilities (1,262)
Other long term liabilities (223)
Minority interests 95
Identified intangibles 1,368
Goodwill 22,456
$ 23,030
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Net assets associated with Fierce Media Limited were insignificant. Goodwill recognized in the above transaction is preliminarily
estimated at $22,456. The business acquired is not capital intensive and does not require significant identifiable intangible assets — as a
result the greater proportion of consideration has been allocated to goodwill. Goodwill in relation to the acquisition of AMYV is not
expected to be deductible for US income tax purposes. The preliminary purchase price allocation, including the allocation of goodwill,
will be updated as additional information becomes available.

Unaudited Pro Forma Summary

The following pro forma consolidated amounts give effect to the acquisition of AMV by the Company accounted for by the purchase
method of accounting as if it had occurred as at the beginning of each of the period. The pro forma consolidated results are not
necessarily indicative of the operating results that would have been achieved had the transaction been in effect as of the beginning of the
period presented and should not be construed as being representative of future operating results.

3 months ended 6 months ended
September 30,  September 30,

2008 2008

Revenues $ 14,296 $ 30,827
Cost of revenues 4,079 11,642
Gross profit/(loss) 10,217 19,185
Operating expenses net of interest income and other expense 12,642 23,015
Income tax expense and minority interests 197) (370)
Net loss $ (2,622) $ (4,200)
Basic and Diluted net loss per common share $ 0.07) $ (0.11)
8. Other Intangible Assets

A reconciliation of the changes to the Company's carrying amount of intangible assets for the six months ended September 30, 2009 was
as follows:

Balance at March 31, 2009 $ 16,121
Amortization (305)
Balance at June 30, 2009 15,816
Amortization (305)
Balance at September 30, 2009 $ 15,511

The Company performed its annual review of the fair value of intangible assets in the fourth quarter of fiscal 2009. As a result of the
assessment, the Company determined that its net book value exceeded the implied fair value; and recorded an impairment charge of
$3,940 to write down intangible assets.
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The components of intangible assets as at September 30, 2009 and 2008 were as follows:

September 30, March 31,
2009 2009
(unaudited)
Software $ 1,922 $ 1,922
Trade name / Trademark 9,824 9,824
Customer list 4,378 4,378
License agreements 886 886
Non-compete agreements 323 323
17,333 17,333
Accumulated amortization (1,822) (1,212)
$ 15,511 $ 16,121

The Company has included amortization of acquired intangible assets directly attributable to revenue-generating activities in cost of
revenues. The Company has included amortization of acquired intangible assets not directly attributable to revenue-generating activities in
operating expenses. During the three months ended September 30, 2009 and 2008, the Company recorded amortization expense in the
amount of $128 and $102, respectively, in cost of revenues; and amortization expense in the amount of $177 and $137 respectively in
operating expenses. During the six months ended September 30, 2009 and 2008 the Company recorded amortization expense in the
amount of $256 and $204, respectively, in cost of revenues; and amortization expense in the amount of $354 and $274, respectively, in

operating expenses.

As of September 30, 2009, the total expected future amortization related to intangible assets was as follows:

12 Months Ended September 30,

2010 2011 2012 2013 2014 Thereafter
Software $ 334§ 334§ 230 $ 230 $ 230 $ 85
Customer List 547 547 547 547 547 751
License Agreements 177 177 177 65 - -
Non-compete agreements 162 - - - - -
$ 1,220 $ 1,058 $ 954 $ 842 § 777 3 836
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9. Debt
September 30, March 31,
2009 2009
(unaudited)
Short Term Debt
Senior secured note, inclusive of accrued interest net of discount of $98 and $247, respectively ~ $ 18,389 17,351
Deferred purchase consideration inclusive of accrued interest 6,117 5,945
$ 24,506 $ 23,296

In July 2007 Twistbox entered into a debt financing agreement pursuant to the ValueAct Note amounting to $16,500, payable at 30
months. The holder of the ValueAct Note was granted first lien over all of the Company’s assets. The ValueAct Note carries interest of
9% annually for the first year and 10% subsequently, with semi-annual interest only payments. The debt-financing agreement included
certain restrictive covenants. In conjunction with the Merger described in Note 6, the Company guaranteed up to $8,250 of the principal;
and the restrictive covenants were modified, including a requirement for both Mandalay Media and Twistbox to maintain certain minimum
cash balances. In connection with the guaranty, the Company issued the lender warrants to purchase 1,093 and 1,093 shares of common
stock of the Company, exercisable at $7.55 per share, and at $5.00 per share, (increasing to $7.55 per share, if not exercised in full by
February 12, 2009), respectively, through July 30, 2011. These warrants replaced warrants originally issued by Twistbox in conjunction
with the ValueAct Note.

On October 23, 2008, the Company, Twistbox and ValueAct entered into a Second Amendment (the “Second Amendment”) to the
ValueAct Note. Among other things, the Second Amendment provides for a payment in kind election, whereby, in lieu of making any
cash payments to ValueAct on the following two interest payment dates, Twistbox may elect that the amount of any interest due on such
date be added to the principal amount due under the ValueAct Note. That election was made in connection with the first interest payment
following the amendment. In addition, ValueAct agreed to amend the ValueAct Note to modify the covenant requiring that the Company
and Twistbox maintain certain minimum combined cash balances, during specified periods of time. Lastly, the Second Amendment
provides that an event of default may be triggered in the event the Company fails to observe certain covenants as agreed to in the Second
Amendment, including a covenant that, until all principal and interest and any other amounts due under the ValueAct Note are paid in full
in cash, the Company: (i) will not create, incur, assume or permit to exist certain indebtedness, except for indebtedness in connection with
a receivables facility as described in the Second Amendment, which indebtedness would rank pari passu in right of payment on the
ValueAct Note, provided, that any receivables used to procure and maintain such receivables facility shall not be subject to any lien of
ValueAct during the term of such receivables facility; and (ii) will not, and will not permit any subsidiary to, without the prior consent of
ValueAct, prepay any indebtedness incurred in connection with the AMV Note, other than prepayments with proceeds raised in an equity
financing as permitted by the AMV Note. Additionally, on October 23, 2008, in connection with the ValueAct Note, as amended, AMV
agreed to grant to ValueAct a security interest in its assets, which ranks senior to the security interest granted to the Sellers. AMV also
agreed to guarantee Twistbox’s repayment of the ValueAct Note.
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10.

As described above, the Company had previously issued to ValueAct two warrants to purchase shares of the Company’s common stock,
$0.0001 par value per share (the “Common Stock”). One warrant entitled ValueAct to purchase up to a total of 1,093 shares of Common
Stock at an exercise price of $7.55 per share (“$7.55 Warrant”). The other warrant entitled ValueAct to purchase up to a total of 1,093
shares of Common Stock at an initial exercise price of $5.00 per share (“$5.00 Warrant,” and together with the $7.55 Warrant, the
“ValueAct Warrants”). On October 23, 2008, the Company and ValueAct entered into an allonge to each of the ValueAct Warrants.
Among other things, the exercise price of each of the ValueAct Warrants was amended to be $4.00 per share. The price change resulted is
an adjustment to the valuation of the warrants and therefore to the debt discount which is amortized over the life of the term of the debt.

On August 14, 2009, the Company, Twistbox and ValueAct entered into a Third Amendment (the “Third Amendment”) to the ValueAct
Note. Among other things, the Third Amendment provides for the due date to be extended to July 31, 2010, an interest rate of 12.5%
from the date of the agreement through maturity, an extension of the payment in kind (“PIK”) election through to the interest payment
otherwise due in January 2010, and a reduction in the minimum cash covenant to $1 million until January 31, 2010 and $4 million
thereafter, subject to certain conditions. There were no other significant changes.

As described above, the Company had previously issued to ValueAct warrants to purchase shares of the Company’s common stock. On
August 14, 2009, the Company and ValueAct entered into an allonge to the warrant to purchase 1,093 shares of Common Stock. The
exercise price of the Warrant was amended from $4.00 to $1.25 per share, and the termination date of the warrants was amended to July
14, 2010. The impact of the price change of the warrants is immaterial to the consolidated financial statements.

In addition the Company and the sellers of AMV Limited entered into an agreement which extended the maturity date of the Promissory
Note (the “AMV Note”) which represents deferred purchase consideration in relation to the AMV acquisition, until July 31, 2010.

Minimum future obligations, including interest, under the ValueAct Note are $20,118 during the year ended September 30, 2010
including repayment of the principal.

Related Party Transactions

The Company engages in various business relationships with shareholders and officers and their related entities. The significant
relationships are disclosed below.

Mandalay Media, Inc.

On September 14, 2006, the Company entered into a management agreement (“Agreement”) with Trinad Management for five years.
Pursuant to the terms of the Agreement, Trinad Management will provide certain management services, including, without limitation, the
sourcing, structuring and negotiation of a potential business combination transaction involving the Company in exchange for a fee of $90
per quarter, plus reimbursements of all expenses reasonably incurred in connection with the provision of Agreement. The Agreement
expires on September 14, 2011. Either party may terminate with prior written notice. However, if the Company terminates, it shall pay a
termination fee of $1,000. For the three months ended September 30, 2009 and 2008, the Company paid management fees under the
agreement of $90 and $90 respectively. For the six months ended September 30, 2009 and 2008, the Company paid management fees
under the Agreement of $180 and $180 respectively.

In March 2008, the Company entered into a month to month lease for office space with Trinad Management for rent of $9 per month.
Rent expense in connection with this lease was $26 and $26 respectively for the three months ended September 30, 2009 and 2008. Rent
expense was $52 and $52 respectively for the six months ended September 30, 2009 and 2008.
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11.

12.

13.

Capital Stock Transactions
Preferred Stock

There are 100 shares of Series A Convertible Preferred Stock authorized, issued and outstanding. The stock has a par value of $0.0001
per share. The Series A holders shall be entitled to: (1) vote on an equal per share basis as common, (2) dividends on an if-converted
basis and (3) a liquidation preference equal to the greater of $10, per share of Series A (subject to adjustment) or such amount that would
have been paid on an if-converted basis.

Common Stock

In October 2009, the Company granted warrants to purchase 1,200 shares of common stock of the Company a vendor. The warrants are
exercisable at $1.25 per share, through September 23, 2014.

Employee Benefit Plans

The Company has an employee 401(k) savings plan covering full-time eligible employees. These employees may contribute eligible
compensation up to the annual IRS limit. The Company does not make matching contributions.

Income Taxes

The income tax provision for the quarter represents foreign withholding taxes paid in jurisdictions outside of the US and income taxes
currently payable in foreign jurisdictions, primarily the United Kingdom based on revenue derived in that territory. AMV Limited had
taxable income in the quarter which is subject to taxation in the United Kingdom. The effective tax rate used for calculation of the UK tax
provision in the quarter was 28% and the difference between the US statutory rate of 34% and the effective rate of (43%) primarily relates
to the taxes related to the Company’s UK operations and the increase in the reserve for deferred tax assets for the US operations.

As of September 30, 2009, there were no material changes to either the nature or the amounts of the uncertain tax positions previously
determined and disclosed as at March 31, 2009.

ASC 740 requires the consideration of a valuation allowance to reflect the likelihood of realization of deferred tax assets. Significant
management judgment is required in determining any valuation allowance recorded against deferred tax assets. There were no
unrecognized tax benefits not subject to valuation allowance as at September 30, 2009, and March 31, 2009. The Company will classify
interest and penalties on any unrecognized tax benefits as a component of the provision for income taxes.
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14. Segment and Geographic information

The Company operates in one reportable segment in which it is a developer and publisher of branded entertainment content for mobile
phones. Revenues are attributed to geographic areas based on the country in which the carrier’s principal operations are located. The
company attributes its long-lived assets, which primarily consist of property and equipment, to a country primarily based on the physical
location of the assets. Goodwill and intangibles are not included in this allocation. The following information sets forth

geographic information on our sales and net property and equipment for the period ended September 30, 2009:

North South South Other
America FEurope Africa America Regions Consolidated

Three Months ended September 30, 2009

Net sales to unaffiliated customers 1,131 6,943 1,642 214 211 $ 10,141
Six Months ended September 30, 2009

Net sales to unaffiliated customers 3,043 13,754 3,029 309 89 $ 20,224
Property and equipment, net at September 30, 2009 632 530 - 2 8 $ 1,172

Our two largest customers accounted for 22% and 14%, respectively, of gross revenues in the three months ended September 30, 2009;
and 21% and 15% in the six months ended September 30, 2009.

15. Commitments and Contingencies

Operating Lease Obligations
The Company leases office facilities under noncancelable operating leases expiring in various years through 2014.

Following is a summary of future minimum payments under initial terms of leases at September 30, 2009:

Year Ending September 30

2010 $ 304
2011 175
2012 107
2013 and thereafter 280
Total minimum lease payments $ 866

These amounts do not reflect future escalations for real estate taxes and building operating expenses. Rental expense amounted to $235
for the three months ended September 30, 2009; and $458 for the six months ended September 30, 2009.

Minimum Guaranteed Royalties
The Company has entered into license agreements with various owners of brands and other intellectual property so that it could develop
and publish branded products for mobile handsets.
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Pursuant to some of these agreements, the Company is required to pay minimum royalties over the term of the agreements regardless of
actual sales. Future minimum royalty payments for those
agreements as of September 30, 2009 were as follows:

Minimum
Guaranteed
Year Ending September 30 Royalties
2010 $ 90
2011 120
Total minimum payments $ 210

Commitments in the above table include guaranteed royalties to licensors that are included as a liability in the Company’s consolidated
balance sheet of $210 at September 30, 2009, because the Company has determined that recoupment is unlikely.

Other Obligations

As of September 30, 2009, the Company was obligated for payments under various distribution agreements, equipment lease agreements,
employment contracts and the management agreement described in Note 9 with initial terms greater than one year at September 30,
2009. Annual payments relating to these commitments at September 30, 2009 are as follows:

Year Ending September 30 Commitments
2010 $ 2,382
2011 724
2012 48
Total minimum payments $ 3,154
Litigation

Twistbox’s wholly owned subsidiary, WAAT Media Corp. (“WAAT”) and General Media Communications, Inc. (“GMCI”) are parties
to a content license agreement dated May 30, 2006, whereby GMCI granted to WAAT certain exclusive rights to exploit GMCI branded
content via mobile devices. GMCI terminated the agreement on January 26, 2009 based on its claim that WAAT failed to cure a material
breach pertaining to the non-payment of a minimum royalty guarantee installment in the amount of $485,000. On or about March 16,
2009, GMC(I filed a complaint seeking the balance of the minimum guarantee payments due under the agreement in the approximate
amount of $4,085,000. WAAT has counter-sued claiming GMCI is not entitled to the claimed amount and that it has breached the
agreement by, among other things, failing to promote, market and advertise the mobile services as required under the agreement and by
fraudulently inducing WAAT to enter into the agreement based on GMCI’s repeated assurances of its intention to reinvigorate its flagship
brand. GMCI has filed a demurrer to the counter-claim. WAAT intends to vigorously defend against this action. Principals of both
parties continue to communicate to find a mutually acceptable resolution. The Company has accrued for its estimated liability in this
matter.
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The Company is subject to various claims and legal proceedings arising in the normal course of business. Based on the opinion of the
Company’s legal counsel, management believes that the ultimate liability, if any in the aggregate of other claims will not be material to the
financial position or results of operations of the Company for any future period; and no liability has been accrued.

16. Subsequent Events

Management has evaluated subsequent events through November 16, 2009, the business date that this Quarterly Report on the Form 10-
Q was filed with the SEC.

No subsequent were noted which would have a significant impact on the financial statements.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with, and is qualified in its entirety by, the Financial Statements and the Notes
thereto included in this report. This discussion contains certain forward-looking statements that involve substantial risks and uncertainties. When
used in this Quarterly Report on Form 10-Q, the words “anticipate,” “believe,” “estimate,” “expect” and similar expressions, as they relate to our
management or us, are intended to identify such forward-looking statements. Our actual results, performance or achievements could differ
materially from those expressed in, or implied by, these forward-looking statements as a result of a variety of factors including those set forth
under “Risk Factors” in our Annual Report on Form 10-K for the period ended March 31, 2009. Historical operating results are not necessarily
indicative of the trends in operating results for any future period.
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Unless the context otherwise indicates, the use of the terms “we,” “our” “us” or the “Company” refer to the business and operations of
Mandalay Media, Inc. (“Mandalay Media”) through its operating and wholly-owned subsidiaries, Twistbox Entertainment, Inc. (“Twistbox) and
AMYV Holding Limited, a United Kingdom private limited company (“AMV”).

Historical Operations of Mandalay Media, Inc.

Mandalay Media was originally incorporated in the State of Delaware on November 6, 1998 under the name eB2B Commerce, Inc. On
April 27, 2000, Mandalay Media merged into DynamicWeb Enterprises Inc., a New Jersey corporation, and changed its name to eB2B
Commerce, Inc. On April 13, 2005, Mandalay Media changed its name to Mediavest, Inc. On November 7, 2007, through a
merger, the Company reincorporated in the State of Delaware under the name Mandalay Media, Inc.

On October 27, 2004, and as amended on December 17, 2004, Mandalay Media filed a plan for reorganization under Chapter 11 of the
United States Bankruptcy Code in the United States Bankruptcy Court for the Southern District of New York (the “Plan of Reorganization”).
Under the Plan of Reorganization, as completed on January 26, 2005: (1) Mandalay Media’s net operating assets and liabilities were transferred
to the holders of the secured notes in satisfaction of the principal and accrued interest thereon; (2) $400,000 were transferred to a liquidation trust
and used to pay administrative costs and certain preferred creditors; (3) $100,000 were retained by Mandalay Media to fund the expenses of
remaining public; (4) 3.5% of the new common stock of Mandalay Media (140,000 shares) was issued to the holders of record of Mandalay
Media’s preferred stock in settlement of their liquidation preferences; (5) 3.5% of the new common stock of Mandalay Media (140,000 shares)
was issued to common stockholders of record as of January 26, 2005 in exchange for all of the outstanding shares of the common stock of the
company; and (6) 93% of the new common stock of Mandalay Media (3,720,000 shares) was issued to the sponsor of the Plan of
Reorganization in exchange for $500,000 in cash. Through January 26, 2005, Mandalay Media and its subsidiaries were engaged in providing
business-to-business transaction management services designed to simplify trading between buyers and suppliers.

Prior to February 12, 2008, the Company was a public shell company with no operations, and controlled by its significant stockholder,
Trinad Capital Master Fund, L.P.

SUMMARY OF THE MERGER

Mandalay Media entered into an Agreement and Plan of Merger on December 31, 2007, as subsequently amended by the Amendment
to Agreement and Plan of Merger dated February 12, 2008 (the “Merger Agreement”), with Twistbox Acquisition, Inc., a Delaware corporation
and a wholly-owned subsidiary of Mandalay Media (“Merger Sub”), Twistbox Entertainment, Inc. (“Twistbox”), and Adi McAbian and Spark
Capital, L.P., as representatives of the stockholders of Twistbox, pursuant to which Merger Sub would merge with and into Twistbox, with
Twistbox as the surviving corporation (the “Merger”). The Merger was completed on February 12, 2008.

Pursuant to the Merger Agreement, upon the completion of the Merger, each outstanding share of Twistbox common stock, $0.001 par
value per share, on a fully-converted basis, with the conversion on a one-for-one basis of all issued and outstanding shares of the Series A
Convertible Preferred Stock of Twistbox and the Series B Convertible Preferred Stock of Twistbox, each $0.01 par value per share (the
“Twistbox Preferred Stock™), converted automatically into and became exchangeable for Mandalay Media common stock in accordance with
certain exchange ratios set forth in the Merger Agreement. In addition, by virtue of the Merger, each outstanding Twistbox option to purchase
Twistbox common stock issued pursuant to the Twistbox 2006 Stock Incentive Plan was assumed by Mandalay Media, subject to the same terms
and conditions as were applicable under such plan immediately prior to the Merger, except that (a) the number of shares of Mandalay Media
common stock issuable upon exercise of each Twistbox option was determined by multiplying the number of shares of Twistbox common stock
that were subject to such Twistbox option immediately prior to the Merger by 0.72967 (the “Option Conversion Ratio”), rounded down to the
nearest whole number; and (b) the per share exercise price for the shares of Mandalay Media common stock issuable upon exercise of each
Twistbox option was determined by dividing the per share exercise price of Twistbox common stock subject to such Twistbox option, as in effect
prior to the Merger, by the Option Conversion Ratio, subject to any adjustments required by the Internal Revenue Code. As part of the Merger,
Mandalay Media also assumed all unvested Twistbox options. The merger consideration consisted of an aggregate of up to 12,325,000 shares of
Mandalay Media common stock, which included the conversion of all shares of Twistbox capital stock and the reservation of 2,144,700 shares of
Mandalay Media common stock required for assumption of the vested Twistbox options. Mandalay Media reserved an additional 318,772 shares
of Mandalay Media common stock required for the assumption of the unvested Twistbox options. All warrants to purchase shares of Twistbox
common stock outstanding at the time of the Merger were terminated on or before the effective time of the Merger.
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Upon the completion of the Merger, all shares of the Twistbox capital stock were no longer outstanding and were automatically canceled
and ceased to exist, and each holder of a certificate representing any such shares ceased to have any rights with respect thereto, except the right to
receive the applicable merger consideration. Additionally, each share of the Twistbox capital stock held by Twistbox or owned by Merger Sub,
Mandalay Media or any subsidiary of Twistbox or Mandalay Media immediately prior to the Merger, was canceled and extinguished as of the
completion of the Merger without any conversion or payment in respect thereof. Each share of common stock, $0.001 par value per share, of
Merger Sub issued and outstanding immediately prior to the Merger was converted upon completion of the Merger into one validly issued, fully
paid and non-assessable share of common stock, $0.001 par value per share, of the surviving corporation.

As part of the Merger, Mandalay Media agreed to guarantee up to $8,250,000 of Twistbox’s outstanding debt to ValueAct SmallCap
Master Fund L.P. (“ValueAct”), with certain amendments. On July 30, 2007, Twistbox had entered into a Securities Purchase Agreement by and
among Twistbox, the Subsidiary Guarantors (as defined therein) and ValueAct, pursuant to which ValueAct purchased a note in the amount of
$16,500,000 (the “ValueAct Note”) and a warrant which entitled ValueAct to purchase from Twistbox up to a total of 2,401,747 shares of
Twistbox’s common stock (the “Warrant”). Twistbox and ValueAct had also entered into a Guarantee and Security Agreement by and among
Twistbox, each of the subsidiaries of Twistbox, the Investors, as defined therein, and ValueAct, as collateral agent, pursuant to which the parties
agreed that the ValueAct Note would be secured by substantially all of the assets of Twistbox and its subsidiaries. In connection with the
Merger, the Warrant was terminated and we issued two warrants in place thereof to ValueAct to purchase shares of our common stock. One of
such warrants entitles ValueAct to purchase up to a total of 1,092,622 shares of our common stock at an exercise price of $7.55 per share. The
other warrant entitles ValueAct to purchase up to a total of 1,092,621 shares of our common stock at an initial exercise price of $5.00 per share,
which, if not exercised in full by February 12, 2009, will be permanently increased to an exercise price of $7.55 per share. Both warrants expire
on July 30, 2011. The terms of the warrants were subsequently modified on October 23, 2008, as set forth below. We also entered into a
Guaranty with ValueAct whereby Mandalay Media agreed to guarantee Twistbox’s payment to ValueAct of up to $8,250,000 of principal
under the Note in accordance with the terms, conditions and limitations contained in the ValueAct Note. The financial covenants of the ValueAct
Note were also amended, pursuant to which Twistbox is required to maintain a cash balance of not less than $2,500,000 at all times and
Mandalay Media is required to maintain a cash balance of not less than $4,000,000 at all times. These covenants were subsequently amended as
set forth below.

SUMMARY OF THE AMV ACQUISITION

On October 23, 2008, Mandalay Media consummated the acquisition of 100% of the issued and outstanding share capital of AMV
Holding Limited, a United Kingdom private limited company (“AMYV”) and 80% of the issued and outstanding share capital of Fierce Media
Limited, United Kingdom private limited company (collectively the “Shares”). The acquisition of AMV is referred to herein as the “AMV
Acquisition”. The aggregate purchase price (subject to adjustments as provided in the stock purchase agreement) for the Shares consisted of (i)
$5,375,000 in cash; (i) 4,500,000 shares of common stock, par value $0.0001 per share; (iii) a secured promissory note in the aggregate
principal amount of $5,375,000 (the “AMV Note™); and (iv) additional earn-out amounts, if any, based on certain targeted earnings as set forth in
the stock purchase agreement.

The AMV Note matures on July 31, 2010, and bears interest at an initial rate of 5% per annum, subject to adjustment as provided
therein. In the event Mandalay Media completes an equity financing which results in gross proceeds of over $6,000,000, Mandalay Media will
prepay a portion of the Note in an amount equal to one-third of the excess of the gross proceeds of such financing over $6,000,000. In addition,
if within nine months of the issuance date of the AMV Note, Mandalay Media completes a financing that results in gross proceeds of over
$15,000,000, then Mandalay Media shall prepay the entire principal amount then outstanding under the AMV Note, plus accrued interest. If
within nine months of the issuance date of the AMV Note, the aggregate principal sum then outstanding under the AMV Note plus accrued
interest thereon has not been prepaid, then on and after such date, interest shall accrue on the unpaid principal balance of the AMV Note at a rate
of 7% per annum.

In addition, also on October 23, 2008, in connection with the AMV Acquisition, Mandalay Media, Twistbox and ValueAct entered into
a Second Amendment to the ValueAct Note, which among other things, provides for a payment in kind election at the option of
Twistbox, modifies the financial covenants set forth in the ValueAct Note to require that Mandalay Media and Twistbox maintain certain
minimum combined cash balances and provides for certain covenants with respect to the indebtedness of Mandalay Media and its subsidiaries.
Also on October 23, 2008, AMV granted to ValueAct a security interest in its assets to secure the obligations under the ValueAct Note. In
addition, Mandalay Media and ValueAct entered into an allonge to each of those certain warrants issued to ValueAct in connection with the
Merger, which, among other things, amended the exercise price of each of the warrants to $4.00 per share. On August 14, 2009, Mandalay
Media, Twistbox and ValueAct entered into a Third Amendment to the ValueAct Note. Pursuant to the Third Amendment, the maturity date was
changed to July 31, 2010 and the interest rate of the Note increased from 10% to 12.5%. Additionally, the Third Amendment provides that
Twistbox may prepay the ValueAct Note in whole or in part at any time without penalty. In the event of any such prepayment prior to January
31, 2010, in an aggregate amount of not less than 50% of the then outstanding and unpaid principal plus accrued interest under the ValueAct
Note, the balance of the ValueAct Note shall be payable on the earlier of July 31, 2015, or the date when such amount becomes due and payable
as a result of an event of default under the ValueAct Note (the earlier of such date, the “New Maturity Date”). If Twistbox receives any net
proceeds from a debt financing (other than any proceeds from a Company Receivables Facility as defined in the ValueAct Note) not to exceed
$9,000,000, at least 50% of such proceeds shall be paid by Twistbox to ValueAct to satisfy a portion of the then-outstanding and unpaid
principal plus accrued interest under the Note; any indebtedness incurred by Twistbox in connection with such a prepayment shall be excluded
from Twistbox’s covenants, as set forth in the Note, not to incur additional indebtedness. If the Company receives any net proceeds from an
equity financing, at least 50% of such proceeds shall be paid to ValueAct to satisfy a portion of the then-outstanding and unpaid principal plus
accrued interest under the Note, and the balance of the Note shall be payable on the New Maturity Date. In the event Twistbox or the Company
have made any prepayments in connection with a debt or equity financing, as applicable, which payments are greater than or equal to $9,000,000
in the aggregate, then the balance of the Note shall be payable on the New Maturity Date. Lastly, if certain of the earn-out payments set forth in
that certain Stock Purchase Agreement, by and among the Company, Jonathan Creswell, Nathaniel MacLeitch and the shareholders of AMV,
dated as of October 23, 2008, as amended, have been paid, the Company and Twistbox agreed to maintain certain minimum combined cash
balances.
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Also, on August 14, 2009, the Company and ValueAct entered into a Second Allonge to Warrant to Purchase 1,092,621 Shares of
Common Stock (the “Second Allonge”), which amended that certain warrant to purchase 1,092,621 shares of the Company’s common stock,
issued to ValueAct on February 12, 2008, as amended (the “ValueAct Warrant”). Pursuant to the Second Allonge, the exercise price of the
ValueAct Warrant decreased from $4.00 per share to the lesser of $1.25 per share, or the exercise price per share for any warrant to purchase
shares of the Company’s common stock issued by the Company to certain other parties.

On October 23, 2008, Mandalay Media entered into a Securities Purchase Agreement with certain investors identified therein (the
“Investors”), pursuant to which Mandalay Media agreed to sell to the Investors in a private offering an aggregate of 1,685,394 shares of
Common Stock and warrants to purchase 842,697 shares of common stock for gross proceeds to Mandalay Media of $4,500,000. The warrants
have a five year term and an exercise price of $2.67 per share. The funds were held in an escrow account pursuant to an Escrow Agreement,
dated October 23, 2008 and were released to Mandalay Media on or about November 8, 2008.

The Merger and the AMV Acquisition both included the issuance of common stock as all or part of the consideration. Based on the
trading price of the common stock as of the acquisition dates, the total consideration was approximately $67.5 million for the Merger and
approximately $22.2 million for the AMV Acquisition. Subsequent to the Merger and the AMV Acquisition, the average trading price of the
Common Stock has decreased significantly. If the decrease in trading price is deemed to “not be temporary in nature”, management expects that
an impairment of goodwill and other long lived intangible assets could occur by year end. Other factors affecting management’s estimate of
impairment include the current profitability and expected future cash flows from the acquired business.

Comparison of the Three Months Ended September 30, 2009 and 2008

Revenues
Three Months Ended September 30,
2009 2008
unaudited unaudited
(In thousands)
Revenues by type:

Games $ 1,223 $ 1,217
Other content 8,918 3,786
Total $ 10,141 $ 5,003

Games revenue — expanded development revenue in the US in the period offset declines experienced in European platform management revenues.
Games revenue includes both licensed and internally developed games for use on mobile phones.

The increase in other content revenues over the second quarter of fiscal 2009 is primarily due to the inclusion of revenues from AMV which was
acquired in the third quarter of fiscal 2009. This was partially offset by decreased carrier sales as a result of a very challenging European sales
environment. Other content includes a broad range of licensed and internally-developed product delivered in the form of WAP, Video, Wallpaper
and Mobile TV as well as interactive voice services.
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Cost of Revenues
Three Months Ended September 30,

2009 2008
unaudited unaudited
(In thousands)
Cost of revenues:

License fees $ 967 $ 1,785

Other direct cost of revenues 2,149 102
Total cost of revenues $ 3,116 $ 1,887
Revenues $ 10,141 $ 5,003
Gross margin 69.3% 62.3%

License fees represent costs payable to content providers for use of their intellectual property in products sold. License fees have decreased as a
result of reductions in the revenue share attributable to several licensed product arrangements and a significant change in mix towards product for
which the rights have been acquired in perpetuity. In addition license fees in the quarter benefited from the reversal of previously accrued license
fees in the quarter, following resolution with providers. Other direct cost of revenues includes costs to deliver products, and amortization of the
intangibles identified as part of the purchase price accounting and attributed to cost of revenues. The increase in other direct costs is largely
attributable to AMV cost of revenues. The improvement in margin is due the mix changes noted above and the impact of AMV, which has higher
margin sales, and adjustments related to settlement agreements with certain content providers.

Operating Expenses

Three Months Ended September 30,

2009 2008
unaudited unaudited
(In thousands)

Product development expenses $ 1,358 § 1,800
Sales and marketing expenses 3,024 1,004
General and administrative expenses 2,956 2,559
Amortization of intangible assets 177 137

Product Development expenses include the costs to develop, edit and make content ready for consumption on a mobile phone. The decrease in
expenses compared to the second quarter of the prior year are primarily the result of restructuring during the year resulting in a reduction in
employees, particularly in the product development areas.

Sales and Marketing Expenses represent the costs of sales and marketing personnel, and advertising and marketing campaigns — advertising has
increased significantly with the AMV Acquisition in October 2008 due to the “direct to consumer” nature of that business, with a significant
element of direct marketing required to stimulate revenues. In addition, a significant portion of AMV’s employee base is classified as sales and
marketing employees.

General and administrative expenses represent management and support personnel costs in each of the subsidiary companies and related
expenses, as well as professional and consulting costs, and other costs such as stock based compensation, depreciation and bad debt
expenses. The increase in expenses over the second quarter in the prior year is largely the result of higher professional costs in the quarter,
including costs related to the company’s restructuring initiatives.

Amortization of intangibles represents amortization of the intangibles identified as part of the purchase price accounting related to both
acquisitions and attributed to operating expenses.
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Other Expenses
Three Months Ended September 30,

2009 2008
unaudited unaudited
(In thousands)

Interest and other income/(expense) $ (441) $ (583)

Interest and other income/(expense) includes interest income on invested funds, interest expense related to the ValueAct and AMV Notes, foreign
exchange transaction gains, and other income/expense. The decrease in net expense compared to the second quarter of the prior year relates to
foreign exchange gains (versus losses in the prior year period) and miscellaneous income related to a asset disposals, partially offset by increased
interest expense related to the increase in the balance due under the ValueAct Note, and the addition of the AMV Note, which represents deferred
purchase consideration related to the AMV Acquisition;

Comparison of the Six Months Ended September 30, 2009 and 2008

Revenues
Six Months Ended September 30,
2009 2008
unaudited unaudited
(In thousands)

Revenues by type:
Games $ 2,525 $ 2,493
Other content 17,699 7,856
Total $ 20,224  $ 10,349

Games revenue — expansion of the Play 4 Prizes platform and higher development revenue in the US offset declines in European games sales and
platform management revenues. Games revenue includes both licensed and internally developed games for use on mobile phones.

The increase in other content revenues over the first half of fiscal 2009 over the prior year is primarily due to the inclusion of revenues from
AMYV Holding which was acquired in the third quarter of fiscal 2009. This was partially offset by decreased carrier sales as a result of a very
challenging European sales environment. Other content includes a broad range of licensed and internally-developed product delivered in the form
of WAP, Video, Wallpaper and Mobile TV as well as interactive voice services.

Cost of Revenues
Six Months Ended September 30,
2009 2008
unaudited unaudited
(In thousands)
Cost of revenues:

License fees $ 1,986 $ 3,934

Other direct cost of revenues 3,986 204

Total cost of revenues $ 5,972 $ 4,138

Revenues $ 20,224 $ 10,349
Gross margin 70.5% 60.0%

License fees represent costs payable to content providers for use of their intellectual property in products sold. License fees have decreased as a
result of reductions in the revenue share attributable to several licensed product arrangements and a significant change in mix towards product for
which the rights have been acquired in perpetuity. In addition license fees in the half benefited from the reversal of previously accrued license
fees, following resolution with providers. Other direct cost of revenues includes costs to deliver products, and amortization of the intangibles
identified as part of the purchase price accounting and attributed to cost of revenues. The increase in other direct costs is largely attributable to
AMV cost of revenues. The improvement in margin is due the mix changes noted above and the impact of AMV, which has higher margin sales,
and adjustments related to settlement agreements with certain content providers.
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Operating Expenses

Six Months Ended September 30,

2009 2008
unaudited unaudited
(In thousands)
Product development expenses $ 2,780 $ 3,567
Sales and marketing expenses 6,405 2,283
General and administrative expenses 5,344 5,372
Amortization of intangible assets 354 274

Product Development expenses include the costs to develop, edit and make content ready for consumption on a mobile phone. The decrease in
expenses compared to the same period of the prior year are primarily the result of restructuring during the year resulting in a reduction in
employees, particularly in the product development areas.

Sales and Marketing Expenses represent the costs of sales and marketing personnel, and advertising and marketing campaigns — advertising has
increased significantly with the AMV Acquisition in October 2008 due to the “direct to consumer” nature of that business, with a significant
element of direct marketing required to stimulate revenues. In addition, a significant portion of AMV’s employee base is classified as sales and
marketing employees.

General and administrative expenses represent management and support personnel costs in each of the subsidiary companies and related
expenses, as well as professional and consulting costs, and other costs such as stock based compensation, depreciation and bad debt
expenses. The net decrease in expenses over the same period in the prior year are the result of employee reductions and cost savings initiatives
implemented during the period, offset by higher professional costs in the period, including costs related to the company’s restructuring initiatives.

Amortization of intangibles represents amortization of the intangibles identified as part of the purchase price accounting related to both
acquisitions and attributed to operating expenses.

Other Expenses
Six Months Ended September 30,
2009 2008
unaudited unaudited
(In thousands)
Interest and other income/(expense) $ 956) $ (945)

Interest and other income/(expense) includes interest income on invested funds, interest expense related to the ValueAct and AMV Notes, foreign
exchange transaction gains, and other income/expense. In the first half of fiscal 2009, the net expense included foreign exchange gains (versus
losses in the prior year period) and miscellaneous income related to a asset disposals, which were offset by increased interest expense related to
the increase in the balance due under the ValueAct Note, and the addition of the AMV Note, representing deferred purchase consideration related
to the AMV Acquisition.

Financial Condition

Assets

Our current assets totaled $14.7 million and $18.0 million at September 30, 2009 and March 31, 2009, respectively. Total assets were $87.2
million and $91.2 million at September 30, 2009 and March 31, 2009, respectively. The decrease in current assets is primarily due to the lower

cash balances. The decrease in total assets is primarily due to the amortization of intangibles assets, as well as the movement in cash balances.
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Liabilities and Working Capital

At September 30, 2009, our total liabilities were $39.3 million. Our current liabilities totaled $39.3 million and $42.1 million at September 30,
2009 and March 31, 2009, respectively. The change in current liabilities was primarily related to the reduction in accounts payable and other
current liabilities. The Company had negative working capital of $24.7 million at September 30, 2009 and $24.1 million at March 31, 2009 as a
result of the timing of maturity of the ValueAct Note.

Liquidity and Capital Resources
Six Months Ended September 30,

2009 2008
unaudited unaudited
(In thousands)
Consolidated Statement of Cash Flows Data:
Capital expenditures $ 172§ 120
Cash flows used in operating activities 3,138 3,523
Cash flows used in investing activities - 59

Twistbox has incurred losses and negative annual cash flows since inception, although the operating loss has narrowed significantly in the
current period. AMYV has generally experienced profits and strongly positive cash flows. The primary sources of liquidity have historically been
issuance of common and preferred stock, in the case of Twistbox, borrowings under credit facilities with aggregate proceeds of $16.5 million. In
the future, we anticipate that our primary sources of liquidity will be cash generated by our operating activities.

Operating Activities

In the six months ended September 30, 2009, we used $3.1 million of net cash, flowing from the loss of $2.3 million as well as decreases in
accounts payable of $2.2 million and in accrued license fees/other liabilities of $0.8 million, offset by non cash stock based compensation and
depreciation and amortization. In the six months ended September 30, 2008, we used $3.1 million of net cash in operating expenses. This
primarily related to the net loss of $6.4 million, and reductions in accrued license fees/other liabilities of $1.7 million, partially offset by non cash
stock based compensation and depreciation and amortization included in the net loss and increases in accounts payable.

As of September 30, 2009, the Company had approximately $2.8 million of cash. The Company has restructured its debt, as described in Note 8
to the financial statements. Among other things, this provides for the due date to be extended to July 31, 2010, an interest rate of 12.5% from the
date of the agreement through maturity, an extension of the payment in kind (“PIK”) election through to the interest payment otherwise due in
January 2010, and a reduction in the minimum cash covenant to $1 million until January 31, 2010 and $4 million thereafter, subject to certain
conditions. In addition the Company and the sellers of AMV Limited entered into an agreement which extended the maturity date of the AMV
Note, which represents deferred purchase consideration in relation to the AMV Acquisition, until July 31, 2010.

The Company’s cash requirements will be dependent on actions taken to improve cash flow, including the debt restructuring and operational
restructuring within the subsidiaries. We may require additional cash resources due to changed business conditions or other future developments,
including any investments or acquisitions we may decide to pursue. If these sources are insufficient to satisfy our cash requirements, we may
seek to sell additional debt securities or additional equity securities or to obtain a credit facility. The sale of convertible debt securities or additional
equity securities could result in additional dilution to our stockholders. The incurrence of increased indebtedness would result in additional debt
service obligations and could result in additional operating and financial covenants that would restrict our operations. In addition, there can be no
assurance that any additional financing will be available on acceptable terms, if at all.

Debt obligations include interest payments under the ValueAct Note, payable at the end of the term, in July 2010, and interest payments under the
AMYV Note, payable at the end of the term, in July 2010. The ValueAct Note was amended during fiscal 2009 such that the Company may elect
to add interest to the principal, with the full amount payable at the end of the term. The Company’s operating lease obligations include non-
cancelable operating leases for the Company’s office facilities in several locations, expiring in various years through 2014. Twistbox has entered
into license agreements with various owners of brands and other intellectual property in order to develop and publish branded products for
mobile handsets. Pursuant to some of these agreements, we are required to pay minimum royalties over the term of the agreements regardless of
actual sales.
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Off-Balance Sheet Arrangements

We do not have any relationships with unconsolidated entities or financial partners, such as entities often referred to as structured
finance or special purpose entities, which would have been established for the purpose of facilitating off-balance sheet arrangements or other
contractually narrow or limited purposes. In addition, we do not have any undisclosed borrowings or debt, and we have not entered into any
synthetic leases. We are, therefore, not materially exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in
such relationships.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Interest Rate and Credit Risk

Our current operations have exposure to interest rate risk that relates primarily to our investment portfolio. All of our current
investments are classified as cash equivalents or short-term investments and carried at cost, which approximates market value. We do not
currently use or plan to use derivative financial instruments in our investment portfolio. The risk associated with fluctuating interest rates is
limited to our investment portfolio, and we do not believe that a 10% change in interest rates would have a significant impact on our interest
income, operating results or liquidity.

Currently, our cash and cash equivalents are maintained by financial institutions in the United States, Germany, the United Kingdom,
Poland, Russia, Argentina and Colombia, and our current deposits are likely in excess of insured limits. We believe that the financial institutions
that hold our investments are financially sound and, accordingly, minimal credit risk exists with respect to these investments. Our accounts
receivable primarily relate to revenues earned from domestic and international Mobile phone carriers. We perform ongoing credit evaluations of
our carriers’ financial condition but generally require no collateral from them. As of September 30, 2009, our largest customer represented
approximately 12% of our gross accounts receivable outstanding.

Foreign Currency Risk

The functional currencies of our United States, United Kingdom and German operations are the United States Dollar, or USD, Pound
Sterling and the Euro, respectively. A significant portion of our business is conducted in currencies other than the USD, the Pound or the Euro.
Our revenues are usually denominated in the functional currency of the carrier. Operating expenses are usually in the local currency of the
operating unit, which mitigates a portion of the exposure related to currency fluctuations. Intercompany transactions between our domestic and
foreign operations are denominated in the USD, Pound or the Euro. At month-end, foreign currency-denominated accounts receivable and
intercompany balances are marked to market and unrealized gains and losses are included in other income (expense), net. Our foreign currency
exchange gains and losses have been generated primarily from fluctuations in the Euro and pound sterling versus the USD and in the Euro versus
the pound sterling. In the future, we may experience foreign currency exchange losses on our accounts receivable and intercompany receivables
and payables. Foreign currency exchange losses could have a material adverse effect on our business, operating results and financial condition.

Inflation

We do not believe that inflation has had a material effect on our business, financial condition or results of operations. If our costs were
to become subject to significant inflationary pressures, we might not be able to offset these higher costs fully through price increases. Our
inability or failure to do so could harm our business, operating results and financial condition.

Item 4T. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Members of our management, including our Principal Executive Officer, Ray Schaaf, and Principal Financial Officer, Russell Burke,
have evaluated the effectiveness of our disclosure controls and procedures, as defined by the Securities Exchange Act of 1934 (the “Exchange
Act”) Rules 13a-15(e) or 15d-15(e), as of September 30, 2009, the end of the period covered by this report. Based upon that evaluation, Messrs.
Schaaf and Burke concluded that our disclosure controls and procedures are adequate and effective to ensure that material information was made
known to them by others within those entities, particularly during the period for which this Quarterly Report on Form 10-Q was prepared.

Changes in Controls and Procedures
There were no changes in our internal control over financial reporting or in other factors identified in connection with the evaluation
required by paragraph (d) of Exchange Act Rules 13(a)-15 and 15(d)-15 that occurred during the second quarter ended September 30, 2009 that

have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings.

There has been no material changes in our legal proceedings from those disclosed in our Annual Report on Form 10-K for the year
ended March 31, 2009, filed with the Securities and Exchange Commission on July 14, 2009. From time to time, we are subject to various
claims, complaints and legal actions in the normal course of business. As of the date of filing this Quarterly Report on Form 10-Q, we are not a
party to any litigation that we believe would have a material adverse effect on us.

Item 1A. Risk Factors.

There has been no material changes in our risk factors from those disclosed in our Annual Report on Form 10-K for the year ended
March 31, 2009, filed with the Securities and Exchange Commission on July 14, 2009.

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

On September 23, 2009, the Company granted a warrant to purchase 1,200,000 shares of Common Stock at an exercise price of $1.25
per share to Vivid Entertainment, LLC in connection with a Content License and Output Agreement. The securities were issued pursuant to
Section 4(2) of the Securities Act of 1933, as amended.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of Security Holders.
None.

Item 5. Other Information.

None.

Item 6. Exhibits.

4.1 Warrant dated September 23, 2008 issued to Vivid Entertainment, LLC
10.1 Registration Rights Agreement, dated September 23, 2008, by and between Mandalay Media, Inc. and Vivid Entertainment,
Inc.
31.1 Certification of Ray Schaaf, Principal Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. *
31.2 Certification of Russell Burke, Principal Financial Officer, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. *
32.1 Certification of Ray Schaaf, Principal Executive Officer, pursuant to 18 U.S.C. Section 1350. *
32.1 Certification of Russell Burke, Principal Financial Officer, pursuant to 18 U.S.C. Section 1350. *

* Filed herewith
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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 thereunto duly authorized

Mandalay Media, Inc.

Date: November 16, 2009 By: /s/ Ray Schaaf

Ray Schaaf
President
(Authorized Officer and Principal Executive Officer)

Date: November 16, 2009
By: /s/ Russell Burke
Russell Burke
Chief Financial Officer and Secretary
(Authorized Officer and Principal Financial Officer)
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THIS WARRANT AND THE SHARES OF COMMON STOCK ISSUED UPON ANY EXERCISE
HEREOF HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE "SECURITIES ACT"), OR ANY APPLICABLE STATE SECURITIES LAWS AND
MAY NOT BE SOLD OR OTHERWISE TRANSFERRED TO ANY PERSON, INCLUDING A
PLEDGEE. UNLESS (1) EITHER (A) A REGISTRATION STATEMENT WITH RESPECT THERETO
SHAIL BE EFFECTIVE UNDER THE SECURITIES ACT. OR (B) THE COMPANY SHATL HAVE
RECEIVED AN OPINION OF COUNSEL SATISFACTORY TO THE COMPANY THAT AN
EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT IS AVAITABLE. AND (2)
THERE SHAIL HAVE BEEN COMPLIANCE WITH ATLL APPLICABLE STATE SECURITIES OR
"BLUE SKY" LAWS.

No. For the Purchase
of 1,200,000 shares
of Commeon Stock

WARRANT TO PURCHASE
COMMON STOCK
OF
MANDALAY MEDIA INC.
(A DELAWARE COFRPORATION)

MANDATAY MEDIA INC.. a Delaware corporation (the “Company ™). for value recerved.
hereby cemifies that VIVID ENTERTAINMENT. LLC (the “Holder™). 1s enntled. subject to the terms set
forth below. to purchase from the Company, at any nme or from time to time at or before the earlier of 5:00
p.m. New York City tme on September 23, 2014 (the “Expiration Date”™) and the temmunation of this Warrant
as provided in Section 7 hereof, 1.200.000 shares of Commeon Stock, par value $0.0001 per share, of the
Company (the “Common Stock™), at a purchase price per share equal to $1.25 per share (the *Base Price™), as
adjusted upon the occurrence of certain events as set forth in Section 2 of this Wanant. The shares of
Commen Stock 1ssuable upon exercise of this Warrant, and the purchase pnice per share, are heremafter
referred to as the “Warrant Stock”™ and the “Purchase Price.” respectively. If at any time prior to September
23, 2014 a lender. creditor or investor recerves a more favorable exercise price than the Purchase Price
and provided that Holder has not exercised the Warrant in full or m part. Company shall amend the
Warrant, as soon as reasonably practicable, to replace the Purchase Price with the more favorable exercise
price.

1. Exercise.

11 Mamner of Exercise; Pavment i Cash.  This Warrant may be exercised by the
Holder, 1 whole or i part, by surrendenng tlus Warrant, with the purchase form appended hereto as
Extubit A duly executed by the Holder, at the principal office of the Company. or at such other place
as the Company mav designate. accompanied by payment in full of the Purchase Price payable m
respect of the number of shares of Warrant Stock purchased upon such exercise. Payment of the
Purchase Price shall be i cash or by certified or official bank check payvable 1o the order of the
Company.

12 Effectiveness. Each exercise of tlus Warmrant shall be deemed to have been effected
immediately prior to the close of business on the day on which tlus Warrant shall have been




sumrendered to the Company as provided in Section 1.1 above. At such time,_ the person or persons in
whose name or names anv certificates for Warrant Stock shall be 1ssuable upon such exercise as
provided tn Section 1.3 below shall be deemed to have become the holder or holders of record of the
Warrant Stock represented by such certificates.

13. Deliverv of Cemificates. As soon as practicable after the exercise of this Warrant m
full or mn part. and 1 any event withun ten (10) business days thereafter, the Company at is sole
expense will cause to be 1ssued 1 the name of, and delivered to, the Holder. or. sulyect to the terms
and conditions hereof as such Holder {upon payment by such Holder of any applicable transfer
taxes) may direct:

{a) A certificate or certificates for the number of full shares of Warrant
Stock to which such Holder shall be entitled wpon such exercise plus. in lieu of any
fractional share 1o which such Holder would otherwise be entitled. cash m an amount
determuined pursuant to Section 1.4 hereof, and

(b In case such exercise 1s 1 part only, a new wamant or warrants
{dated the date hereof) of like tenor, calling in the aggregate on the face or faces thereof for
the nmumber of shares of Warrant Stock, evidencmg the nght to purchase the number of
shares of Warrant Stock as to which thus Warrant has not been exercised, which new
Warrant shall be signed by the Chief Executive Officer of the Company.

14 Fractional Shares The Company shall not be required upon the exercise of this
Warrant to 1ssue any fractional shares, burt shall make an adjustment therefor in cash on the basis of
the fair market value of the Warrant Stock reasonably determined by The Board of Directors of the
Company.

2. Certain Admsiments. The Purchase Price and the number of shares of Warrant Stock
delrverable upon exercise of the Warrant shall be subject to adjustment from time to tume as
follows:

21 Subdivision. Consolidation. Reclassification or Chanege m Wamant Stock. In the
event of any consolidation, reclassification or change of the Warrant Stock into a lesser number or
dafferent class or classes of stock. the number of shares of Warrant Stock deliverable vpon exercise
of this Warrant shall be proportionally decreased and the Purchase Price for such Warrant Stock shall
be proportionately increased. In the event of anv subdivision, reclassification or change of the
Warrant Stock mto a greater number or different class or classes of stock. the number of shares of
Warrant Stock deliverable upon exercise of tlus Warrant shall be proportionally mcreased and the
Purchase Price for such Warrant Stock shall be proportionately reduced.

22 Davidends or Other Distributions. In the event that the Company 1ssues additonal
shares of Conunon Stock as a dividend or other distribution wath respect to the Common Stock, the
number of shares of Warrant Stock deliverable upoen exercise of this Warrant shall be determined n
accordance with the terms of the Certificate of Incorporation, and the Purchase Price for such
Warrant Stock shall be proportionately reduced.

23 Reorgamzations. If there shall occur any capital reorgamzation of the Common
Stock or the Warrant Stock (excluding mergers and consolidations covered under Section 2.5 hereto
and other than a subdivision, combination. reclassification or change in par value), then. as part of
any such reorgamzanon, lawful provision shall be made so that the Helder shall have the night
thereafter to recerve upon the exercise of this Warrant the kind and amount of shares of stock or other
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securities or property which such Holder would have been entitled to recerve if). immediately pnior to
any such reorgamzation, such Holder had held the number of shares of Common Stock which were
then purchasable upon the exercise of tlus Warrant. In anv such case. appropriate adjustment (as
reasonably determined by the Board of Directors of the Company) shall be made in the application of
the provisions set forth herein with respect to the rights and interests thereafter of the Holder such
that the provisions set forth in this Section 2 (including provisions with respect to adjustment of the
Purchase Price) shall thereafter be applicable, as nearly as 15 reasonably practicable. in relation to any
shares of stock or other secunities or property thereafter delrverable upon the exercise of this Warrant.

24 Merger. Consohdation or Sale of Assets. Sulyect to the provisions of Section §, if
there shall be a merger or consolidation of the Company with or mnte another corporation {other
than a merger or reorganization involving only a change in the state of incorporation of the
Company or the acquisition by the Company of other businesses where the Company survives as
a going concem), or the sale of all or substantially all of the Company’s capital stock or assets to
any other person. then as a part of such transaction. provision shall be made so that the Holder
shall thereafier be enntled to receive the number of shares of stock or other secunities or property
of the Company. or of the successor corporation resulting from the merger, conselidation or sale,
to which the Holder would have been entitled 1f the Holder had exercised 1ts rights pursuant to
this Warrant immediately prior thereto. In any such case, appropriate adjustment shall be made m
the application of the provisions of this Section 2 to the end that the provisions of this Section 2
shall be applicable after that event in as nearly equivalent a manner as may be practicable.

25 Certificate of Admustment. When any adjustment 15 requured to be made m the
Purchase Price. the Company shall promptly mail to the Holder a cernficate setting forth the
Purchase Price after such adjustment and setting forth a brief statement of the facts requiring such
adjustment. Such certificate shall also set forth the kind and amount of stock or other secunties or
property into which this Wamant shall be exercisable following the occurrence of any of the events
specified in this Section 2.

3. Comphiance with Securities Act.

31 Unremstered Secunues. The Holder acknowledges that this Warrant and the
Warrant Stock have not been registered under the Secunties Act of 1933, as amended. and the rules
and regulations thereunder. or any successor legislation (the “Secunties Act”™), and agrees not to sell.
pledge. distnbute. offer for sale. transfer or otherwise dispose of thus Warrant or any Warrant Stock
i1 the absence of (1) an effective registration statement under the Securnities Act covering this Warrant
or such Warrant Stock and registration or qualification of this Warrant or such Warrant Stock under
any applicable “blue sky™ or state secunities law then in effect. or (i) an opimon of counsel
satisfactory to the Company, that such registration and qualification are not required. The Company
may delay 1ssuance of the Warrant Stock until completion of any action or obtamng of any consent.
which the Company deems reasonably necessarv under any applicable law (including without
limitation state securities or ~“blue skyv™ laws).

iz Investment Letter Without himmiting the generality of Section 3.1, unless the offer
and sale of any shares of Warrant Stock shall have been effectively registered under the Securities
Act, the Company shall be under no obligation to 1ssue the Warrant Stock unless and until the Holder
shall have executed an mvestment letter m form and substance sansfactory to the Company,
wcluding a warranty at the time of such exercise that the Holder 1s acquirmg such shares for 1ts own
account, for mvestment and not with a view to. or for sale in comection with, the distribution of any
such shares.




33 Legend. Certificates delivered to the Holder pursuant to Section 1.3 shall bear the
following legend or a legend m substantially sinular form:

“THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE
BEEN TAKEN FOR INVESTMENT AND THEY MAY NOT BE SCLD OR
OTHERWISE TRANSFERRED BY ANY PERSON. INCLUDING A PLEDGEE.
IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT FOR
THE SHARES UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR
AN OPINION OF COUNSEL, SATISFACTORY TO THE COMPANY. THAT
AN EXEMPTION FROM REGISTRATION IS THEN AVATTABLE ™

34 Obligation to Register The Company shall be obligated to register the
resale of the Commmon Stock issued to Holder following exercise of the Warrant in
accordance with the Registration Rights Agreement of even date herewith.

4. Reservanon of Stock. The Company agrees thart, pnior to the expiration of tlus Warrant, the
Company will at all times have authorized and in reserve. and wall keep available, solely for tssuance or
delivery upon the exercise of tlus Warrant, the shares of Comimon Stock and other secunities and properties as
from time to time shall be receivable upon the exercise of this Warrant, free and clear of all restnictions on
sale or transfer and free and clear of all preemptive nights and nights of first refusal.

3. Replacement of Warrants. Upon receipt of evidence reasonably satsfactory to the Company
of the loss, thefi, destruction or mutilaton of this Warrant and (m the case of loss, theft or destruction) upon
delivery of an indemmity agreement (with surety 1if reasonably required) in an amount reasonably satisfactory
to the Company, or (in the case of mutilation) upon surrender and cancellation of this Warrant. the Company
will 1ssue, m lieu thereof, a new Warrant of like tenor.

6. Termmation Upon Certain Events. I there shall be a merger or consolidation of the
Company with or mto another corporation (other than a merger or reorganizanon involving only a change
the state of mcorporanon of the Company or the acquisition by the Company of other businesses where the
Company survives as a going concern), or the sale of all or substantially all of the Company’s capatal stock
(other than a reverse merger transaction) of assets to any other person. or the hquidation or disselution of the
Company, then as a part of such transaction, at the option of the Holder, either:

(a) provision shall be made so that the Holder shall thereafier be entitled to recerve the
mumber of shares of stock or other secunties or property of the Company, or of the successor
corporation resulting from the merger, consolidation or sale, to which the Holder would have been
entitled if the Holder had exercised 1ts nights pursuant to thus Warrant immediately prior thereto {and.
1n such case, appropriate adjustment shall be made m the application of the provisions of this Section
6(a) to the end that the provisions of Section 3 shall be applicable after that event in as nearly
eguivalent a manner as may be practicable); or

(b) this Warrant shall termunate on the effective date of such merger. consolidation or
sale (the “Termination Date™) and become null and void, provided that if this Warrant shall not have
otherwise termunated or expired. (1) the Company shall have given the Holder written notice of such
Termunation Date at least five business davs prior to the occurrence thereof and (2) the Holder shall
have the nght unnl 5:00 pm. Eastern Standard Time, on the day mmmediately prior to the
Termunation Date to exercise its nghts hereunder to the extent not previously exercised.

% Transferability.  Without the prior written consent of the Company (which such consent
shall not be unreasonably withheld), this Warrant shall not be assigned. pledged or hypothecated in any way
(whether by operation of law or otherwise) and shall not be subject to execution, attachment or sinular




process. Any attempted transfer, assignment, pledge, hypothecation or other disposttion of this Warrant or of
any rights granted herevnder contrary to the provisions of thus Section 7. or the levy of any attachment or
similar process wpon this Warrant or such nghts, shall be null and void. Notwithstanding anything else
contamed i this Section 7, the Holder may transfer or assign this Warrant in connection with estate planning
purposes on behalf of the members of the Holder.

8. No Rights as Stockholder. Until the exercise of this Wamrant, the Holder shall not have or
exercise any rights by virtue hereof as a stockholder of the Company. In case {(a) the Company shall take a
record of the holders of its Common Stock for the purpose of entitling them to receive anv dividend (other
than a cash dividend at the same rate as the rate of the last cash dividend theretofore paid) or other
distribution, or any right to subscribe for. purchase or otherwise acquire any shares of stock of any class
or any other securities, or to recerve any other nght: or (b) of any capital reorganizaton of the Company.
any reclassification of the capital stock of the Company. any consolidation or merger of the Company
with or into another corporation, or any convevance of all or substantially all of the assets of the
Company to another corporation; or (¢} of any veluntary or wwvoluntary dissolution. liquidation or
winding up of the Company then. and 1 each such case, the Company shall mail or cause to be mailed to
each Holder of a Warrant at the tune outstanding a notice specifying. as the case may be. (1) the date on
which a record 15 to be taken for the purpose of such drvidend. distribution or right. and stating the
amount and character of such dividend, distnbution or nght. or (1) the date on which such reorganization,
reclassification, consohdation. merger, convevance. disselution. higmdation or winding up 1s to take place.
and the ime. if any. to be fixed, as to which holders of record of Warrant Stock (or such other securities
at the time receivable upon the exercise of these Warrants) shall be entitled to exchange their shares of
Warrant Stock (or such other securittes) for securties or other property deliverable upon such
reorgamzation, reclassification. consobidation, merger, convevance, dissolution, hqumdation or winding
up. Such notice shall be matled at least ten (10) days prior to the date therem specified and these Warrants
may be exercised prior to said date during the term of these Warrants.

9. Notices. All notices. requests and other commmunications hereunder shall be in writing,
shall be either (1) delivered by hand, (if) sent by overmight courier, or {i11) sent by registered mail, postage
prepaid, etum receipt requested. In the case of notices from the Company to the Holder, they shall be
sent to the address furmished to the Company m wrting by the last Holder who shall have furmshed an
address to the Company mn wnting.  All notices from the Holder to the Company shall be delivered to the
Company at Mandalay Media. Inc.. 2121 Avenue of the Stars, Suite 2550, Los Angeles. CA. 90067, At
President. or such other address as the Company shall so notify the Holder. All nofices, requests and
other communications hereunder shall be deemed to have been given (1) by hand. at the time of the
delivery thereof to the receiving party ar the address of such party described above. (i) if sem by
overnight courier. on the next business day following the day such notices 1s delvered to the couner
service, of (11) if sent by registered mail, on the fifth business day following the day such mailing 1s
made.

10. Amendment. Modification and Warver. This Warrant and any provision hereef may be
changed, waived, discharged or termunated only by an mstrument in wniting signed by the Company and
the then current Holder, and such change, waiver. discharge or termination shall be binding on all future
Holders.

il Headmgs. The headings i thus Warrant are for convemence of reference only and shall
no way modify or affect the meaning or construction of any of the terms or provisions of this Warrant

12, Governmg Law. This Warrant will be govemed by and construed m accordance with and
governed by the law of the State of Delaware, without giving effect to the conflict of law principles thereof

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREQF, the Company has caused this Warrant to be duly exec:uléd by its
authorized officer as of the date first indicated above.

MANDALAY MEDIA, INC.

A/f
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EXHIBIT A

PURCHASE FOEM

To: MANDATLAY MEDIA, INC.

The undersigned pursuant to the provisions set forth mn the attached Warrant (No. W-

). hereby irrevocably elects to purchase  shares of Common Stock, par value $0.0001

per share (the "Common Stock™) of MANDALAY MEDIA INC | covered by such Warrant and

herewith makes pavment of § . representing the full purchase price for such
shares at the price per share provided for 1n such Warrant.

The Conmunon Stock for which the Warrant may be exercised or converted shall be known
herein as the “Warrant Stock.”

The undersigned 1s aware that the Warrant Stock has not been registered under the
Securities Act of 1933, as amended (the “Secunfies Act”) or any state securities laws. The
undersigned understands that reliance by the Company on exemptions under the Secunties Act 1s
predicated in part upon the truth and accuracy of the statements of the undersigned in this
Purchase Form.

The undersigned represents and warrants that (1) it has been furnished with all
mformation which it deems necessary to evaluate the ments and nisks of the purchase of the
Warrant Stock, (2) 1t has had the opportunity to ask questions concerming the Warrant Stock and
the Company and all questions posed have been answered to its satisfaction. (3) it has been given
the opportunity to obtain any additional informarion it deems necessary to verify the accuracy of
any mfonmation obtamned concerming the Warrant Stock and the Company and (4) 1t has such
knowledge and experience m financial and business matters that it 1s able to evaluate the merits
and risks of purchasing the Warrant Stock and to make an informed investment decision relating
thereto.

The undersigned hereby represents and warrant that it 1s purchasing the Warrant Stock
for 1ts own account for mvestment and not with a view to the sale or distribution of all or any
part of the Warrant Stock.

The undersigned understands that because the Warrant Stock has not been registerad
under the Securities Act, 1t must contiue to bear the economuc nisk of the investment for an
indefinite pertod of time and the Warrant Stock cannot be sold unless 1t 15 subsequently
registered under applicable federal and state securities laws or an exemption from such
registration 1s available.

The undersigned agrees that 1t will in no event sell or distribute or otherwise dispose of
all or any part of the Warrant Stock unless (1) there 1s an effective registration statement under
the Secunfies Act and applicable state securnities laws covenng any such transaction mvolving
the Warrant Stock, or (2) the Company receives an opinion satisfactory to the Company of the
undersigned’s legal counsel stating that such transaction is exempt from registration. The




undersigned consents to the placing of a legend on 1ts cerfificate for the Warrant Stock stating
that the Warrant Stock has not been registered and setting forth the restriction on transfer
contemplated hereby and to the placing of a stop transfer order on the books of the Company and
with any transfer agents against the Warrant Stock until the Warrant Stock may be legally resold
or distributed without restriction.

The undersigned has considered the federal and state income tax implications of the
exercise of the Warrant and the purchase and subsequent sale of the Warrant Stock.

Dated:




REGISTRATION RIGHTS AGREEMENT

This Registration Rights fAgreement (this “Agreement”) is made 2nd entered into
as of September 23, 2005, by and between Mandalay Media, Inc., 8 Delaware corporation (the
“Copmpany”), and Vivid Entertainment, LLC (the “Investor™).

This Agreement is made in connection with the issuance of that certain Warrant,
dated as of the date hereof, by the Company to the Invesior (the “Warrant™).

The Company and the [nvestor herebry agroe 25 follows:

1. Definitions. Capitalized terms used and niot otherwise defined berein that are
defined in the Warrant shall have the meanings given such lerms in the Warrant. As used in fhis
Agreergent, the following terms shall have the respective meanings set forth in this Section 1:

“Business Day” means any day except Saturday, Sunday and any day which shall
be a federal legal holiday or a day on which banking institutions in the State of New York are
suthorized or required by law or other governmental action to close.

sCommission” means the United States Securities and Exchange Commission.

“Common Stock” means the Common Stock, par value $0.0001 per share, of the
Company. .

“Effective Date” means the date that the Registration Statement is first declared
effective by the Commission.

“Effectiveness Date” means the 90th calendar day following the date on which
the Warrant is exercised such that one or more Holders hold the Minimum Shares.

“Effectiveness Period” shall have the meaning set forth in Section 2(c).
“Exchange Act” means the Securities Exchange Act of 1934, as amended.
“Exercise Date” shall have the meaning set forth in Section 2(a),

“Piling Date” mezns the 30th calendar day following the date on which the
Warrant is exercised in full.

“Holder” or “Holders” means the holder or holders, as the cese may be, from
time to time of Registrable Securities.

“Indemnified Party” shall have the meening set forth in Section 5(c).
“Indemnifylng Party™ shall have the meaning set forth in Section 3(c).

“Losses” shall have the meaning sct forth in Section 5(a).
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“pfinimum Shares” shall mean 600,000 shares of Common Stock, as adjusted
for stock splits, recapitalizations or the like with respect to such shares of Common Stock after
the date hereof.

“Proceeding” means en action, claim, suit, i:iw:s:igation or prooo_e_diug
(including, without limitation, an investigation or partial proceeding, such as @ deposition),
whether cornmenced or threatened.

“Prospectus” means the prospectus included in a Registration Staternent
(including, without limitation, a prospectus that includes any information previously omitted
from & prospectus filed as part of an effective registration statement in reliance upon Rule 4304
promulgated under the Securitics Act), as amended or supplemented by any prospetius
supplement, with respect to the terms of the offering of any portion of the Registrable Securities
covered by the Registration Statement, and all other amendments and supplements to the
Prospectus, including post-effective amendmeats, and all material incorporated by reference or
doemed to be incorporated by reference in such Prospectus.

“Registrable Securities” means the Warrant Shares (and any additional
securities issued or issuable in connection with a stock dividend or stock split thereof or in
connection with any recapitalization, merger, consolidation or rearganization).

“Registration Statement” means the initial registration statement required to be
filed in accordance with Section 2(a) and any additional registration statement(s) required to be
filed hereunder, including (in each case) the Prospectus, amendments and supplements ta such
registration statements or Prospectus, including pre- and post-effective amendments, all exhibits
thereto, and all material incorporated by reference or deemed to be incorporated by reference in
such registration statements.

“Rule 144" means Rule 144 promulgated by the Commission pursuent to the
Securities Act, 23 such Rule may be amended from time to time, or any similar rule or regulation
hereafter adopted by the Commission having substantially the same effect as such Rule.

“Rule 415" means Rule 415 promulgated by the Commission pursuant to the
Securities Act, as such Rule may be amended from time to time, or any similar rule or regulation
hereafier adopted by the Commission having substantially the same effect as such Rule.

“Rule 424" means Rule 424 promulgated by the Commission pursuant to the
Securities Act, as such Rule may be amended from time to time, or any similar rule or regulation
hereafter adopted by the Commission having substantially the same effect as such Rule.

“Securities Act” means the Securities Act of 1933, as amended.

“Trading Day” means (i) a day on which the Common Stock is traded on a
Trading Markes, or {ii) if the Common Stock is not listed on 2 Trading Market, & day on which
the Common Stock is traded in the over-the-counter market and is quoted in the over-the-counter
market as reported by the National Quotation Burean Incorporated (or any similar organization
or agency succeeding to its functions of reporting prices); provided, that in the event thet the




Common Stock is not listed or quoted as set forth in (i} or (i) hersof, then Trading Day shall
mean @ Business Day.

“Trading Market” mezns whichever of the NYSE, the NYSE Amex, the
NASDAQ Stock Market or the OTC Bulletin Board on which the Common Stock is listed or
quoted for trading on the date in question,

“YWarrant Shares” means the shares of Common Stock issued or issuable upon
exercise of the Warrant.

2. Registmtion

(a)  As promptly as possible after the exercise of the Warrant by the Investor
(and/or its permitted transferees thereunder) which results in & Holder or Holders holding at least
the Minimum Shares (the “Exercise Date™), and in any event on or prior to the Filing Date, the
Company shall prepare aud file with the Commission a Registration Statement covering the
resale of all Registrable Securities for an offering to be made on a continuous basis pursuant to
Rule 415. The Registration Statement shall be on Form §-3 (except if the Compeny is not then
eligible to register for resale the Registrable Securities on Forn 5-3, in which case such
registration shall be on another appropriste form in accordance with the Securities Act and the
Exchange Act).

(b)  The Investor agrecs to furnish to the Company 2 completed selling
stockholder questionnaire in the form requested by the Company (the “Selling Stockhelder
Questionnaire™) not mare than five (3] Trading Days following the date that the Selling
Stockholder Questionnaire is provided by the Company to the Investor. At least five (5) Trading
Days prior to the first anticipated filing date of a Registration Statement for any registration
under this Agreement, the Company will notify the Investor of the information the Company
requires from the Investor other than the information contained in the Selling Stockholder
Questionneire, if any, which shall be completed and delivered to the Company promptly upon
request and, in any cvent, within two (2) Trading Days prior to the applicable anticipated filing
date. The Investor further agrees that it shall ot be entitled to be named as & selling security
holder in the Registration Statement or usc the Prospectus for offers and resales of Registrable
Securities at any time, unless such Investor has returned to the Company & completed and signed
Selling Stockholder Questionnsire and a response 1o oy reasongble requests for further
information as described in the previous sentence. If the Investor returns a Selling Stockholder
Questionnaire or a request for further information, in either case, after its respective deadline, the
Company shall use its commercially reasonable sfforts at the expense of the Investor to take such
actions as are required o name the Investor as a selling security helder in the Registration
Statement or any pre-effective or post-effective amendment therelo and to include (to the extent
not theretofore included) in the Registration Statement the Registrable Securities identified in
such late Selling Stockholder Questionnaire or request for further information. The Investor
acknowledges and agrees that the information in the Selling Stockholder Questionnaire or
request for further information as described in this Section 2(b) will be used by the Company in
the preparation of the Registration Statement and hereby consents to the inclusion of such
information in the Registration Statement.




(c)  The Company shall use its commercially reasonable efforts 10 cause the
Registration Statement to be declarsd effective by the Commission as promptly as possible s‘nl‘m
the filing thereof, but in any event prior to the Effectivencss Date, and shall use it§ oumm:rmrai_lly
reasonable efforts 1o keep the Registration Statement continuously effective under the Securities
Act until the earlier of the date that all Warrant Shares covered by such Registration Statement
have been sold or that all Warrant Shares that would otherwise be eovered by such Registration
Starement can be resold by the Investor without restriction (including volume limitations and
current public information requiremeats) pursuant 10 Rule 144 of the Securities Act (the
“Effectiveness Period”).

(d)  Notwithstanding anything in this Agreement o the contrary, after sixty
(60) consecutive Trading Days of continuous sffectivencss of the initial Registration Statement
filed and declared effective pursuant to this Agreement, the Company may, by written notice to
the Investor, suspend sales under a Registration Statement after the Effective Date thereof and/or
require that the Investor immediately cease the sale of shares of Commen Stock pursuant thereto
and/or defer the filing of any subsequent Registration Statement if the Company is engaged ina
meterial merger, acquisition or sale and its Board of Directors detzrmines in good feith, by
appropriate resolutions, that, as a result of such activity, (A) it would be materially detrimental to
the Company (other than as relating solely to the price of the Common Stock) to maintain &
Registration Statement at such time or (B) it is in the best interests of the Company {other thar as
relating solely to the price of the Common Stock) to suspend sales under such registration at such
time. Upon receipt of such notice, the Investor shall immediately discontinue any sales of
Registrable Securities pursuant to such registration until the lnvestor is advised in writing by the
Company that the current Prospectus or amended Prospectus, as applicable, may be used. Inne
event, however, shall this right be exercised to suspend sales beyond the period during which (in
the good faith determination of the Company's Board of Directors) the failure to require such
suspension would be materially detrimental to the Company. The Company’s rights under this
Section 2(d) may be exercised for a period of no more than 20 Trading Days at a time end not
more than once in any twelve-month period. Immediately after the end of any suspension period
under this Section 2(d), the Company shall take )l necessary actions (including filing any
required supplemental prospectus) to restore the effectiveness of the applicable Registration
Statemnent and the ability of the Investor to publicly resell their Registrable Securities pursuant to
guch effective Registration Statement.

{(¢)  The Company and the Investor agree and acknowledge that there may be
other individuals or entities to whom piggy-back registration rights have been or will be in the
future granted by the Company who are entitled to have certain shares of capital stock of the
Compeny issued or underlying sccurities be included in eny Registration Staterment filed
hereunder. Notwithstanding any other provision of this Agreement, if any publicly-available
written or oral guidance of the Commission staff, or any comments, requirements or requests of
the Commission staff and the Securities Act (the “SEC Guidance”) scts forth a limitation on the
number of Registrable Sccurities permitted to be registered on a particular Registration
Statemnent (and notwithstanding thet the Company used diligent efforts to advocate with the
Commission for the registration of all er & grester portion of Registrable Securities), the
Company will reduce, on a pro rata basis, all Registrable Securities and any other securities
included in the Registration Statemnent. If for any reason the Commission does oot permit all of
the Registrable Securities to be included in the Registration Statement filed pursuant to this
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Section 2, or for any other reason amy Registrable Securitics are not permitted by the
Commission fo be included in a Registration Statement filed under this Agreement, then the
Cormpany shall prepare and file as soon as possible after the date on which the Commission shall
indicate as being the first date or time that such filing may be made, an additional Registration
Statement covering the resale of all Registrable Securities not already covered by an existng and
effective Registration Statement for an offering lo be made on a continuwous basis pursuant 1o
Rule 415, Notwithstanding anything else contained in this Section 2 relating to eny type of
registration right, the Company shall only have the obligations set forth in the immediately
preceding sentence until the earlier to occur of (i) the date upon which all Registrable Securities
have been registered pursuant to an effective Registration Statement, and (ii) the date upon
which a1l Registrable Securities may be resold without restriction (including volume limitations
and current public information requirements) pursuant to Rule 144 of the Securities Act.

(f) The Holders shall have unlimited piggyback registration rights as described in
this Section 2(f). The Holder's piggyback registration rights chall be with respect to public
offerings of the Company and registrations initiated by third parties and shall be 28 follows:

(i) Procedure: The Company shall notify all Holders of Registrable
Securities in writing at least thirty (30) days prior to filing any registration statement under the
Securities Act for purposes of effecting a public offering of securities of the Company
(including, but not limited to, registration statements relating to secondary offerings of securities
of the Company and regisitation statements effected by the Company for stockholders other than
the Tnvestor, but excluding registration statements relating to any employee benefit plan or a
corporate reorganization or other tramsaction covered by Rule 145 promulgated under the
Securities Act, or a registration on any registration fonm which does not permit secondary seles
or does not include substantially the same information as would be required 1o be included in a
registration statement covering the sale of Registrable Securities) and will afford each such
Holder an opportunity to include in such registration statement all or any part of the Registrable
Securities then held by such Holder. Each Holder desiring to include in any such registration
statement all or eny part of the Registrable Securities held by such Holder shall, within twenty
(20) days after receipt of the above-described notice from the Company, so notify the Compeny
in writing, and in such notice shall inform the Company of the number of Registrable Securities
such Holder wishes to include in such registration statement. If the Holder decides not to include
all of its Registrable Securities in any registration statement thereafter filed by the Company,
such Holder shall nevertheless continue to have the right to include any Registrable Securities in
any subsequent registration statement or registration statements as may be filed by the Company
with respect to offerings of its securities, all upon the terms and conditions set forth herein.

(ii) Undepwriting: If a registration siatement under which the Company
gives notice under this Section 2(f) is for an underwritten offering, then the Company shall so
advise the Holder of Registrable Securities. In such event, the right of eny such Holder's
Registrable Securities to be included in a registration pursuant to this Section 2(f) ghall be
conditioned upon such Holder's participation in such underwriting and the inclusion of such
Holder's Registrable Securities in the underwriting to the extent provided herein, If the Holder
proposes to distribute its Registrable Securities through such underwriting, the Holder shall enter
into an underwriting agrecrment in customary form with the managing underwriter or
underwriter(s) selected for such underwriting. Notwithstanding any other provision of this
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Agreement, if the managing underwriter determine(s) in good faith that marketing fa-:hlnrs require
a limitation of the aumber of shares to be underwritten, then the maneging undmtcrlﬁs} may
exclude shares (including Registrable Securitics) from the registration and the underwriting, and
the nuraber of shares that may be included in the registration and the underwriting s!aali be
allocated, first, to the Company and second 10 Holders requesting inclusion of their Rag_m:abk
Securities in such registration siatcment on a pro rata basis with other such entities or individuals
that may be included in such registration statement based on the number of such Registrable
Securities each such entity or person, including each Holder, has requested to be included in the
registration statement. If Holder disapproves of the terms of any such underwriting, the Holder
may elect to withdraw therefrom by written notice delivered at least ten (10) days prior to the
effective date of the registration statement. Any Registrable Securities excluded or withdrawn
from such underwriting shall be excluded and withdrawn from the regisiration.

(2) Limitations on Registration Rights. Tbe Compeny has not granted, and
ghall nol grent, any registration rights which conflict with the rights granted to the Holders
hereunder.

3. Registration Procedures

In connection with the Company's registration obligations under Section 2
hereunder, the Company shall:

(a)  Prepare and file with the Comimission such amendments, including post-
effective amendments, to each Registration Statement and the Prospectus used in connection
therewith as may be necessary to keep the Registration Statement continnously effective, as to
the applicable Registrable Securities for the Effectiveness Period and prepare and file with the
Commission such additional Registration Statements in order 1o register for resale under the
Securities Act all of the Registreble Securities; (ii) cause the related Prospectus to be amended or
supplemented by any required Prospectus supplement, and as so supplemented or amended to be
filed pursuant to Rule 424; (iii) respond as promptly as reasonably possible (except to the extent
that the Company reasonably requires additional time to respond to accounting comments), to
any comments received from the Commission with respect to the Registration Statement or any
amendment thereto; and (iv) comply in all material respects with the provisions of the Securitics
Act and the Exchange Act with respect to the disposition of all Registrable Securities covered by
the Registration Statement during the applicable period in accordance with the intended methods
of disposition by the Investor thereof set forth in the Registration Statement as so amended or in
such Prospectus as so supplemented.

(b)  Notify the Investor as promptly as reasonably possible, and (if requested
by the Investor confirm such notice in writing no later than two Trading Days thercefter, of any
of the following events: (i) the Commission notifies the Company whether there will be a
“review” of any Registration Statement; (ii) the Commission comments in writing on any
Registration Stalement; (iii) any Registration Statement or amy post-effective amendment is
declared effective; (iv) the Commission or any other Federal or state governmental authority
requests any amendment or supplement to any Registration Statement or Prospectus or requests
additional information related thereto; (v) the Commission issues any stop order suspending the
effectiveness of any Registration Statement or initiates any Proceedings for that purpose; (vi) the
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Company receives notice of any suspension of the gualification of emupuun from qualification
of any Registrable Securities for sale in any jurisdiction, or the imtaton or th:ea'r.l of amy
Proceeding for such purpose; or (vii) the financial statements included in any Repistration
Statement becoms ineligible for inclusion therein or any Registration Statement or Prospectus or
other document contains any untrue statement of a material fact or omits to state any material
fact required to be stated therein or necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; and (viii) the occurrence or
existence of any pending corporate development with respect to the Compary that the Company
believes may be matecial and that, in the determination of the Company, mekes it not in the best
interest of the Company to allow conmtinued availability of a Registration Statement or
Prospectus, provided that, any and all of such information shall remain confidential to each
Holder until such information otherwise becomes public, unless disclosure by a Holder is
required by law; provided, further, that notwithstanding each Holder’s agreement to keep such
information confidential, each such Holder makes no acknowledgement that amy such
information is material, non-public information.

(6)  Use its commercially reasonable efforts to avoid the issuance of or, il
issned, obtain the withdrawal of (i) any order suspending the effectiveness of any Registration
Statement, or (ii) any suspension of the qualification (or exemption from qualification) of any of
the Registrable Securities for sale in any jurisdiction, s soon as possible.

(d)  If requested by the Investor, provide the Investor without charge, at least
one conformed copy of each Registration Statement and each amendment thereto, including
financial statements and schedules, all documents incorporated or deemed to be incorporated
therein by reference to the extent requested by such Person, and all exhibits to the extent
requested by such Person (including these previously fumished or incorporated by reference)
promptly after the filing of such documents with the Commission; provided, that any such item
which is available on the EDGAR system (or successor thereto) need not be furnished in
physical form.

(¢)  (i)In the time and manner as may be required by each Trading Market,
ptepare and file with such Trading Market an additional shares listing application covering all of
the Registrable Securities; (ii) take all steps necessary to cause such sheres of Common Stock to
be epproved for listing on each Trading Market as soon as possible thereafter; (ili) provide to the
Investor evidence of such listing; and (iv) during the Effectiveness Period, maintain the listing of
such shares of Common Stock on each such Trading Market, as applicable.

() Prior to any resale of Registrable Securities, use its reasonable efforts to
register or qualify or cooperate with the selling Investor in connection with the registration or
qualification (or exemption from such registration or qualification) of such Registrable Securities
for resale under the securities or Blue Sky laws of such jurisdictions within the United States as
the Investor requests in writing, to keep each such registration or qualification (or exemption
therefrom) effective for so long as required, but not to exceed the duration of the Effectiveness
Period, and to do aoy and all other acts or things reasonably necessary or advisable to eneble the
disposition in such jurisdictions of the Registrable Securities covered by a Registration
Statement; provided, however, that the Company shall not be cbligated to file any general
consent to service of process or 1o qualify as a foreign corporation or as & deeler in securities in
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any jurisdiction in which it is not so qualified or to subject itself 1o taxation in respect of doing
business in any jurisdiction in which it is not otherwise so subject.

(g Cooperate with the Iavestor to facilitate the timely preparation and
delivery of certificates representing Registrable Securities to be delivered toa mwfm pursuant
to a Registration Statement, which certificates shall be free, to the extent permitied 'F)r this
Agreement and under law, of all restrictive legends, and to enable such certificates to be in such
denominations and registered in such names as the Investor may reasonably request.

(h)  Upon the occurrence of amy cvent described in Section 3(b){vii), as
promptly as reasonably possible, prepare 2 supplement or amendment, including a post-effective
amendment, to the Registration Statement or a supplement to the related Prospectus or any
document incorporated or deemed to be incorporated therein by reference, and file any other
required document so that, as thereafter delivered, neither the Registration Statement nor such
Prospectus will contain an untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

(1) Cooperate with any reasonable due diligence investigation undertaken by
the Investor in connection with the sale of Repistrable Secunities, including, without limitation,
by making available documents and information; provided that the Company will not deliver or
make available to the Investor material, ponpublic information unless the Investor requests in
advance in writing to receive material, nonpublic information and agrees to keep such
information confidential.

(] Comply with all rules and regulations of the Commission applicable to
the registration of the Registrable Securities.

(k) It shall be a condition precedent to the obligations of the Company to
complete the registration pursuant to this Agreement with respect to the Registrable Securities
that the Investor furnish to the Company information regarding itself, the Registrable Securities
and other shares of Common Stock held by it and the intended method of disposition of the
Registrable Securities held by it as shall be reasonably required to effect the registration of such
Registrable Securities and shall complete and execute such documents in connection with such
registration as the Company may reasonably request.

(Il The Company shall comply with all applicable rules and regulations of the
Commission under the Securities Act and the Exchange Act, including, without limitation, Rule
172 under the Securities Act, file any final Progpectus, including any supplement or amendmeant
thereof, with the Commission pursuant to Rule 424 under the Securities Act, promptly inform the
Investor in writing if, st any time during the Effectiveness Period, the Company does not satisfy
the conditions specified in Ruole 172 and, as a result thereof, the Investor is required to make
availeble a Prospectus in connection with any disposition of Registrable Securities and take such
other actions as may be reasorably nccessary to facilitate the regisiration of the Registrable
Securities hereunder.




4, Registration Expenses. The Company shall pay all fees and expenses incident to
the performance of or compliance with this Agreement, whether or not any Regisﬁmbic Securiilim
are sold pursuant to a Registration Statement. The fees and expenses referred to in the foregoing
sentence shall include, without limitation, (i) all registration and filing fees (including, wilhmgt
limitation, fees and expenses of the Company's counsel end independent registered public
accountants) (A) with respect to filings made with the Commission, (B) with respect to filings
required to be made with any Trading Market on which the Common Stock is then listed for
trading, (C) in compliance with applicable state securilies or Blue Sky laws reasonably agreed to
by the Company in writing (including, without limitation, fees and disbursements of counsel for
the Company in connection with Blue Sky qualifications or exemptions of the Regictrable
Securities) and (D) if not previously paid by the Company in connection with any documents or
information required by FINRA Rule 5110 to be filed with FINRA, with respect to any filing
thet may be required to be made by any broker through which an Investor intends to make sales
of Registrable Securities with FINRA pursuant to FINRA Rule 5110, so long as the broker 13
receiving no more than a customary brokerage commission in connection with such sale; (i)
printing expenses (including, withoul limitation, expenses of printing certificates for Registrable
Securitics); (iii) messenger, telephone and delivery expenses; (iv) fees and disbursements of
counsel for the Company; and (v) Securities Act liability insurance if the Company so desires
such ipsurance. In no eveni shall the Company be responsible for any broker or similer
commissions of the Holders.

5. Indemnification.

{2)  Indemmification by the Company. The Company shall, notwithstanding
any termination of this Agreement, indemnify and hold bharmless each Holder, the officers,
directors, agents, investment advisors, partners, members and emplayees of each of them, each
Person who controls any such Holder (within the meaning of Section 15 of the Securities Act of
Section 20 of the Exchange Act) and the officers, directors, agents end employees of each such
controlling Person, to the fullest extent permitted by applicable law, from and against any and all
losses, claims, damages, liabilities, costs (including, without limitation, reasonable cosis of
preparation and reasonable attorneys’ fees) and expenses (collectively, “Losses”), as incurted,
arising out of or relating to any untrue or alleged untrue statement of a material fact contained in
any Registration Statement, any Prospectus or any form of prospectus or in any amendment or
supplement thereto or in any preliminary prospectus, or arising out of or relating to amy omission
or alleged omission of a material fact required to be stated therein or necessary to make the
statements therein (in the case of any Prospectus or form of prospectus or supplement thereto, in
light of tke circumstances under which they were made) not misleading, except to the extent, but
only to the extent, that (1) such untrue statements or omissions are based solely upon information
regarding such Holder fumnished in writing to the Company by such Holder expressly for use
therein, or to the extent that such information relztes to such Holder or such Holder’s proposed
method of distribution of Registrable Securities and was reviewed and expressly approved in
writing by such Holder expressly for use in the Registration Statement, such Prospectus or such
form of Prospectus or in any amendment or supplement thereto or (2) with respect to any
Prospectus, if the untrue statement or omission of material fact contained in such prospectus was
comrected on a timely basis in the Prospectus, 2s then amended or supplemented, if such
corrected Prospectus was timely made available by the Company to the Investor, and the
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Investor seeking indemnity hereunder was advised in writing not 1o use the incorrect prospectus
prior to the use giving rise to Losses.

()  Indemnification by Hoiders, Each Holder shall, severally and not jointly,
indemnify and hold harmless the Company, its directors, officers, agents and employees, each
Person who controls the Company (within the meaning of Section 15 of the Securities Act and
Section 20 of the Exchange Act), and the directors, officers, agents or employees of such
controlling Persons, to the fullest extent permitted by applicable law, from and against all
Losses, as incurred, arising solely out of or based solely upon: (x) such Holder's failure to
comply with the prospectus delivery requirements of the Securities Act or (y) any unfrue
statement of 2 material fact contained in any Registration Statement, any Prospectus, or any form
of prospectus, of in any amendment or supplement thereto, or arising solely out of or besed
solely upon any omission of a materizl fact required to be stated therein or necessary to make the
statements therein mot misieading to the extent, but only to the extent that, {1} such untrue
statements or omissions are based solely upon information regarding the Investor fumnished to
the Company by the Investor in writing expressly for use therein, or to the extent that such
information relates to the Investor or such [nvestor's proposed method of distribution of
Registrable Securities end was reviewed and expressly approved in writing by such Investor
expressly for use in the Registretion Statement (it being understood that the information provided
by the Investor to the Company in the Selling Stockholder Questionnaire and other information
provided by the Investor to the Company constitutes information reviewed and expressly
approved by such Investor in writing expressly for use in the Registration Statement), such
Prospectus or such form of prospectus or in any amendment or supplement thereto. In no event
shall the lability of any selling Holder hereunder be greater in amount than the dollar amount of
the net procezds received by such Holder upon the sale of the Registrable Securities giving rise
to such indemnification obligation.

(¢)  Cendoct of Indempnification Proceedings. If any Proceeding shall be
brought or asserted against any Person entitled to indemnity hereunder (an “Indemnified
Party™), such Indemnified Party shall promptly notify the Person from whom indemnity is
sought (the “Indemnifying Party™) in writing, and the Indemnifying Party shall assume the
defense thereof, meluding the employment of counsel reasonably satisfactory to the Indemnified
Party and the payment of all fees and expenses incurred in connection with defense thereof]
provided, that the failure of any Indemnified Party o give such notice shall not relieve the
Indemnifying Party of its obligations or liabilities pursuant to this Agreement, except (and only)
to the extent tbat it shall be finally determined by & court of competent jurisdiction (which
determination is not subject to appeal or further review) that such failure shall bave proximately
and materially adversely prejudiced the Indemunifying Perty.

An Indemnified Party shall have the right to employ separate counsel in any such
Proceeding and to participate in the defense thereof, but the fees and expenses of such counsel
shall be at the expense of such Indemnified Party or Parties unless: (1) the Indemnifying Party
has agreed in writing to pay such fees and expenses; (2) the Indemnifying Party shall have failed
promptly to assume the defense of such Proceeding and to employ counsel reasonably
satisfactory to such Indemnified Party in amy such Proceeding; or (3) the named parties to any
such Proceeding (including any impleaded perties) include both such Indemnified Party and the
Indemnifying Porty, and such Indemnified Party shell have been advised by counsel that a
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conflict of interest is likely to exist if the same counsel were to represent such Indemnified Party
and the Indemnifying Party (in which case, if such Indemnified Party notifies the Indemnifying
Party in writing that it elects to employ separale counsel &t the expense of the Indemmifying
Party, the Indemnifying Party shall not have the right to assume the defense thereof and such
counsel shall be at the expense of the Indemnifying Party). The Indemnifying Party shall mt_bc
liable for any setflement of any such Proceeding effectsd without its written consent, which
consent shall not be unreasonably withheld. No Indemnifying Party shall, without the prior
written consent of the Indemnified Party, effect any settlement of any pending Procesding in
respect of which any Indemnified Party is & party, unless such settlement includes an
unconditional release of such Indemnified Party from all liability on claims that are the subject
matter of such Proceeding,

All fees and expenses of the Indemnified Perty (including reasonable fees and
expenses to the extent incurred in connection with iuvestigating or preparing to defend such
Proceeding in a manner not inconsistent with this Scction) shall be paid to the Indemnified Party,
as incurred, within ten (10) Trading Days of written notice thereof to the Indemnifying Party
(regardless of whether it is ultimately determined that an Indernnified Party is not entitled to
indemnification hereunder; provided, that the Indemnifying Party may require such Indemnified
Party to undertake to reimburse all such fees and expenses to the extent it is finally judicially
determined that such Indemnified Party 15 not entitled to indernnification hersunder).

(d)  Contribution. If a claim for indemnification under Section 5(a) or 5(b) is
unavailable to an Indemnified Party {by reason of public policy or otherwise), then each
Indemnifying Party, in lien of indemnifying such Indemnified Party, shall contribote to the
amount paid or payable by such Indemnified Party es a result of such Losses, in such proportion
as is appropriate to reflect the relative fault of the Indemnifying Party and Indemnified Party in
connection with the actions, staternents or omissions that resulted in such Losses as well as eny
other relevant equitable considerations. The relative fault of such Indemnifying Party and
Indemnified Party shall be determined by reference to, among other things, whether any sction in
question, including any untrue or alleged untrue statement of a material fact or omission or
alleged omission of a material fact, has been taken or made by, or relates to information supplied
by, sach Indemnifying Party or Indemmnified Party, and the parties’ relative intent, knowledge,
access to information and opportunity To correct or prevent such action, statement or omission.
The amount paid or payable by a party as & result of any Losses shall be deemed to include,
subject to the limitations set forth in Section 5(c), any reascnsble attorneys” or other reasonable
fees or expenses incurred by such party in connection with any Proceeding to the extent such
party would have been indemnified for such fees or expenses if the indemmification provided for
in this Ssction was available to such party in accordance with its terms.

The parties hereto agree that it would net be just and equitable if contribution
pursuant to this Section 5(d) were detetmined by pro rata allocation or by any other method of
allocation that does not take into account the equitsble considerations referred to in the
immediately preceding paregraph. MNotwithstanding the provisions of this Section 5(d), no
Holder shall be required to contribute, in the aggregate, any amount in excess of the amount by
which the proceeds actually received by such Holder from the sale of the Registrable Securities
subject to the Proceeding exceeds the amount of any damages that such Holder has ctherwise

-ll-




been required to pay by reason of such untrue or alleged untmue staiement or omission of alleged
Omission.

The indemmnity and contnbution egreements cortained in this Section are in
addition to any liability that the Indemnifying Parties may have tor the Indemnified Parties.

6.  Miscellancous

(s) Remedies Intheeventofa breach by the Company or by a Holder, of
any of their obligations under this Agresmeat, each Holder or the Company, as the case may be,
in addition to being entitled to exercisc all rights granted by law and under this Agreement,
including recovery of damages, will be entitled to specific performance of its rights under this
Agreement, The Company and each Holder agree that monetary damages would not provide
adequate compensation for any losses incurred by reason of a breach by it of any of the
provisions of this Agreement and hereby further agrees thet, in the event of any action for
specific performance in respect of such breach, it shall waive the defense that a remedy at law
would be adequate.

(t) Compliance. Each Holder covenants and agrees that it will comply with
any prospectus delivery requirements of the Securities Act as applicable 1o it in connecticn with
sales of Registrable Securities pursuant to the Registration Statement,

(¢) Amendments apd Waivers. No provision of this Agreement may be
waived or amended except in a written instrument signed by the Compeny and the Holders of oo
less than & majority of the oulstanding Registrable Securities. No waiver of any default with
respect to any provision, condition or requirement of this Agreement shall be deemed to be a
continuing waiver in the future or a waiver of any subsequent default or a waiver of any other
provision, condition or requirement hereof, nor shall any delay or omission of either party to
exercise any right hereunder in any manner impair the exercise of any such right.

(@) Notices. Anmy and all notices or other communications or deliveries
required or permitted to be provided hersunder shall be in writing and shall be deemed given and
effective on the earliest of (i) the daw of transmission, if such notice or communication is
delivered via facsimile at the facsimile telephone number specified in this Section prior to 6:30
p.m. (New York City time) on a Trading Day, (ii) the Trading Day after the date of transmission,
if such notice or communication is delivered via fecsimile at the facsimile telephone number
specified in this Agreement later than 6:30 p.m. (New York City time) on any date and earlier
than 11:59 p.m. (New York City time) on such date, (iii) th Trading Day following the date of
mailing, if sent by nationally recognized overnight courier service, or (iv) upon actual receipt by
the party to whom such notice is required to be given. The address for such notices and
commmupications shall be as follows:

If to the Company:
With & copy to: Mintz, Levin, Cohn, Ferris, Glovsky & Popeo P.C.

666 Third Avenue
New York, NY 10017
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Facsimile No.: 212-983-3115
Arm: Kenneth Koch, Esg,

1f to the Investor: To the address set forth under such Investor’s name on the
signature pages hereto.

If o any other Person who is then the registered Holder:

To the address of such Holder as it appears in the stock transfer
books of the Company

or such other address s may be designated in writing hereafter, in the same mannet, by sach
Person,

{¢)  Successors and Assiens. This Agreement shel] inure to the benefit of and
be binding upon the snceessors and permitted assigns of each of the parties and shall inure to the
benefit of each Holder. The Company may not assign its rights or obligations hereunder without
the prior written consent of each Holder. Each Holder may assign its respective rights herennder
in the manner and to the Persons as permitted under the Warrant.

()  Execution and Coupterperis. This Agreement may be executed in eny
number of counterparts, cach of which when so executed shall be deemed fo be an original and,
all of which taken together shall constitute one and the same Agreement. In the event that any
signature is delivered by facsimile transmission, such signature shall create a valid binding
obligation of the party executing (or on whose behalf such signature is executed) the same with
the same force and effect as if such facsimile signature were the original thersof.

{g) Goveming Law; lyrisdiction: Venue. All guestions concerning the
construction, validity, enforcement and interpretation of this Agresment shall be govemed by
and construed and enforced in accordance with the internal laws of the State of New York,
without regard to the principles of conflicts of law thereof. Each party agrees that all
Procesdings concerning the interpretations, enforcement and defense of the transactions
contemplated by this Agreement (whether brought egainst a party hereto or its respective
affiliates, employees or agents) may be commenced non-exclusively in the state and federal
courts sitting in the City of New York, Borough of Manhattan, (the “New York Courts"). Each
party hereto hereby irrevocably submits to the non-exclusive jurisdiction of the New York
Courts for the adjudication of any dispute hereunder or in connection herewith or with any
transaction contemplated hereby or discussed herein, and hereby irrevocably waives, and agrees
not to assert in any Proceeding, any claim that it is not personally subject to the jurisdiction of
any New York Court, or that such Proceeding has been commenced in an improper or
inconvenient forum. Each party hercto hercby irrevocably waives personal service of process
and consents to process being served in any such Proceeding by meiling a copy thereof via
registered or certified mail or overnight delivery (with evidence of delivery) to such party at the
address in effect for notices to it under this Agreement and agrees that such service shall
constitute good end sufficient service of process and notice thereof. Nothing contained herein
shall be desmed to limit in any way eny right to serve process in any manner permitied by law.
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Each party hereto hereby irrevocably waives, to the fullest extent permitted bylapplicahl: law,
any and all right to trial by jury in any Proceeding arising out of or relating to this Agrecment or
the transactions contemplated hereby. If either party shall commence a Proceeding to enforce
amy provisions of this Agreement, then the prevailing party in such Procesding shall be
reimbursed by the other party for its attorney's fees and other costs and expenses incurred with
the investigation, preparation and prosecution of such Proceeding.

()  Cumulative Remedies. The remedies provided herein are cumulative and
not exclusive of any remedies provided by law,

(1) Severability. If any term, provision, covenant or restriction of this
Agreement is beld by a court of competent jurisdiction to be invalid, illegal, void or
unenforceable, the remainder of the terms, provisions, covenants and restrictions set forth herein
shall remein in fall force and effect and shall in no way be affected, impaired or invalidated, and
the parties hereto shall use their reasonable efforts to find and employ an alternative means to
achieve the same or substantially the same result as that contemplated by such term, provision,
covenant or Testriction. It is hereby stipulated and declared to be the intention of the partics that
they would have executed the remaining terms, provisions, covenants and restrictions without
including amy of such that may be hereafter declared invalid, illegal, void or unenforceable.

(j)  Headings, The headings in this Agreement are for convenience of
reference only and shall not limit or otherwise affect the meaning hercof.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHERECF, the paries have executed this Registration Rights
Agreement ag of the date first written above,

MANDALAY MEDIA, INC,

Hame: WP, Gl T
Title: Pﬂ:t-bx:m—'@'t

VIVID ENTERTA y LLC

By:
Mame: vf:"l.l f.';lI 1 .qu{""f
Title: e

: Address for Notice: 35&'.31. C-ntawﬂjh._%i- I..L}hI

Sude QOO

Pecsimile Nos __(3) Y- 2006
her

Atn: __ L) i eoan IS

With a copy 1w0:

Lipsitz Green Scime Cambria, LLP
42 Delaware Avenue

Suite 120

Buffalo, Mew York 14202-3924
(716) 849-1333 Ext. 390

Facsimile No.: (716) 849-1315
Atin: Michae! Weremblewski, Esq,
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Exhibit 31.1

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

I, Ray Schaaf, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Mandalay Media, 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and 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 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 functions):

(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: November 16, 2009
/s/ Ray Schaaf

Ray Schaaf

President

(Principal Executive Officer)







Exhibit 31.2

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

I, Russell Burke, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Mandalay Media, 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)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and 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 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 functions):

(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: November 16, 2009

/s/ Russell Burke

Russell Burke

Chief Financial Officer and Secretary
(Principal Financial Officer)







Exhibit 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

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code),
the undersigned officer of Mandalay Media, Inc., a Delaware corporation (the “Company”), does hereby certify, to such officer’s knowledge,
that:

The Quarterly Report on Form 10-Q for the period ended September 30, 2009 of the Company (the “Form 10-Q”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and the information contained in the Form 10-Q
fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: November 16, 2009

/s/ Ray Schaaf

Ray Schaaf

President

(Principal Executive Officer)







Exhibit 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

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code),

the undersigned officer of Mandalay Media, Inc., a Delaware corporation (the “Company”), does hereby certify, to such officer’s knowledge,
that:

The Quarterly Report on Form 10-Q for the period ended September 30, 2009 of the Company (the “Form 10-Q”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and the information contained in the Form 10-Q
fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: November 16, 2009

/s/ Russell Burke

Russell Burke

Chief Financial Officer and Secretary
(Principal Financial Officer)







