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When It Comes To Moving Data Around And People Who Want To Use A PC As A 

Communications Device Without External Routers And Other Boxes, 

Sangoma Technologies Has Very Little Competition 
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BIO: 

David Mandelstam has been the driving 

force with Sangoma Technologies since 

its inception in the 1980's as VP Engi-

neering, CTO, and now President and 

CEO. 

 

Before starting Sangoma in 1984, David 

was president of Entropy Control Lim-

ited, VP of Solartech Inc. both of which 

are energy conservation companies. 

David was brought to Canada by Spar 

Aerospace in 1978, where he was in 

charge of project pricing. Prior to that, he 

was manager of jet engine overhaul for 

South African Airways. 

 

David holds a B.Sc. in mechanical engi-

neering from the University of Wit-

watersrand in South Africa, an M.Sc. in 

aerodynamics from the Cranfield Institute 

of Technology in the United Kingdom 

and a B.Comm. from the University of 

South Africa. 

 

Company Profile: 

Sangoma Technologies Corporation is the 

premium provider of PC-based hardware 

and software for proprietary and open 

source based data and telephony transport 

solutions. The company develops and 

manufactures voice and data communica-

tion products including the Advanced 

Flexible Telecommunications (AFT) 

range of cards, most scalable and reliable 

telephony and WAN PCI cards in the 

industry. Founded in 1984, Sangoma 

Technologies Corporation is publicly 

traded on the TSX Venture Exchange 

(TSXV: STC - News). 

 

Interview conducted by: 

Lynn Fosse, Senior Editor 

CEOCFOinterviews.com 

 

CEOCFO: Mr. Mandelstam, what was 

your vision when you became CEO of 

Sangoma Technologies and where are 

you today? 

Mr. Mandelstam: “My vision when I 

became CEO of Sangoma Technologies 

in 1984 was to pay my mortgage. It was a 

very different company from what it is 

now. We were a small engineering com-

pany and we remained that way until 

2000 where the emphasis was not on 

growth but on simply paying the bills 

every month and having a bit of fun and 

everybody getting paid. In 2000, we 

found ourselves in a business that was 

topical: Internet connectivity. We also 

happened to have a very good year in 

1999. Our cards were used by the credit 

card industry, verifying Y-2k certifica-

tions. We were approached by a company 

that had a public shell and they bought us 

in a reverse takeover. Then we had a dif-

ferent vision and a different group of 

management, directors, lawyers, prem-

ises; everything just in time for the inter-

net crash which started in 2000 and went 

to 2003. I found myself running the com-

pany again. 

 

There was a recovery in the telecom sec-

tor, which was very good for us while our 

competitors almost without exception had 

gone into receivership during that period. 

At the same time, PC power increased to 

the extent that they became capable of 

handling voice traffic. There was a 

movement towards voice in software that 

still needed some type of hardware con-

nection in order to connect to the Public 

Switched Telephone Network (PSTN), 

which was a niche that we were familiar 

with from all of our data work. The voice 

business was therefore a natural growth 

path for us. Our business was always us-

ing the PC as a communications device. 

Our vision of what a communications 

device was for the first twenty something 

years, was a device that move data; it 

moved X25, Bisync, SNA and TCIP and 

all those other protocols. Voice to us is 

just another form of bits and bytes, which 

we were used to handling. When voice 

became a viable option on the PC, we just 



tweaked our product just a little bit so 

that it could handle voice and that is how 

we find ourselves in the voice support 

space.” 

 

CEOCFO: What are you offering and 

who is using your services? 

Mr. Mandelstam: “There are two broad 

ranges of products. The first are our tra-

ditional data products and we sell them to 

people like Loto-Qubec, using them in-

stead of terminals to provide Loto Feed 

terminals throughout the country and we 

provide the connectivity part. That is the 

typical data customer. Then we have the 

voice customer who are people building 

the PBXs, call centers and interactive 

voice response systems, chat-lines and 

anything to do with voice using PCs as a 

platform. They are using today as far as 

we are concerned, most of the business is 

using open source projects such as the 

Asterisk Soft PBX System, which is an 

open source project written, maintained 

and generally looked after by a company 

called Nitia. We sell into that market.” 

 

CEOCFO: Why are compa-

nies choosing your products? 

Mr. Mandelstam: “When it 

comes to moving data around, 

we have very little competition. As I say 

we had a number of competitors going 

into the meltdown in 2000, and almost 

none coming out. From the point of view 

of anybody that wants to use PC as a 

communications device and doesn’t want 

to use external routers and other boxes, 

we occupy a fairly unique position. In the 

case of voice, our selling proposition is 

quality because our data products get used 

by people in very mission critical envi-

ronments. We have all this quality con-

trol and knowledge that we’ve built up 

over the years about how to build some-

thing that is reliable and compatible with 

different architectures and with high per-

formance. All those things we learned 

over the years, slips very easily into the 

voice market. We are the innovation and 

quality and reliability leader in that mar-

ket. There is no other reason for people to 

buy our products. We do not own the 

franchise like our competitors, there is no 

particular sentiment that tells people to 

buy Sangoma products. The only reason 

why people would even think about buy-

ing our products is because they are bet-

ter, so that is what we have to be.” 

 

CEOCFO: You certainly have had a very 

good year; what accounts for the major 

increase in sales and how do you con-

tinue? 

Mr. Mandelstam: “Everything accounts 

for the increase in sales. There are new 

data related projects coming out all the 

time, Loto-Quebec is just one. On the 

voice side, the voice side is growing very 

rapidly and our market share of the voice 

market is growing. We have seen quite a 

spectacular growth rate for both sides, 

and it is very gratifying. Part of the 

growth rate on the data side is simply a 

recovery from the crash of 2000 to 2004, 

so we are still in a recovery phase. That 

accounts for some of the growth on the 

data side. On the voice side, we are look-

ing at a completely new business. Before 

mid-2004, we were not involved in voice 

transport at all. That is why we are doing 

as well as we are doing. It is not simply 

that we had a good year this year, we had 

a great year last year. We have had more 

than two years of solid growth, double-

digit growth quarter-over-quarter, which 

is the kind of growth people would like to 

see year over year.” 

 

CEOCFO: Is the investment community 

starting to pay attention? 

Mr. Mandelstam: “Yes, in fact one of 

the reasons why I was late on this call is 

that one of the representatives of one of 

the brokerage houses was visiting us here. 

We have people from the investment 

community all over the world who have 

shown interest. We were discovered in 

New York about a year ago by micro cap 

mutual funds. Now the Canadians are 

looking to pick us up as a growth vehicle. 

It is quite a compelling story at our cur-

rent price/earnings ratio even without the 

spectacular growth. We are profitable 

though we are growing and most compa-

nies that are growing at the rate that we 

are growing don’t make much money. If 

they make profits then they still consume 

consume cash. We on the other hand, do 

make money and we are a cash generator. 

Our books look really, really good. Al-

most everybody in the voice business is 

not in a positive cash flow situation at all. 

In fact, it has been mentioned in blogs 

that if you want to make money in VoIP, 

buy Sangoma, because they are the only 

people that are making money. We are in 

the enviable position of growing very fast 

without a cash crunch, so we don’t have 

to go to the market to finance our receiv-

ables and our inventory. And we are prof-

itable.” 

 

CEOCFO: Do you sell to end-users or is 

it primarily through distributors? As you 

are in about 130 different countries, is 

there anywhere left to go? 

Mr. Mandelstam: “Yes, there are still 

places left to go. We almost never sell to 

an end-user. Our products are sold 

through distributors, OEMs and value 

added resellers. The end-user wouldn’t 

know what to do with our product. What 

we are selling are cards. They are tools 

and unless you have some particular 

product that needs that tool, you are not 

going to be able to use it. It is crucial to 

the end user, but he doesn’t get 

to touch it. It is sort of like the 

washer in a faucet; it has to be 

there or the faucet will leak, but 

you don’t have to know about 

it.” 

 

CEOCFO: What is ahead for Sangoma 

two or three years down the line? 

Mr. Mandelstam: “What is very exciting 

to us is the fact that voice on the PC is 

becoming mainstream. You may have 

seen press about Microsoft’s new voice 

products like Response Point and and 

others have the same vision. IBM, Intel, 

and others are also working on projects at 

this time. We see that as the real area of 

growth for us in the future. The market 

for voice cards in the open source context 

I believe doesn’t exceed $20 million per 

year. The mainstream Voice over PC, 

based on Windows and other more main-

stream environments, is at least 50 times 

bigger than the market that we are in. 

Therefore, we see the mainstreaming of 

voice on the PC as a great opportunityfor 

us. On the data side, there are a number 

of projects that are showing promise for 

consuming a number of our cards. I can’t 

talk about anything specific, except that 

there is a project called, Vyatta, which is 

an open source router project. It is well 

funded and there is a very competent 

“We are the people that make data communica-

tions cards for PCs.” - David Mandelstam 



group looking after it, so Vyatta is begin-

ning to get some traction. We will benefit 

because we are the people that make data 

communications cards for PCs.” 

 

CEOCFO: Please sum up for potential 

investors; why should they be interested 

now and what might they miss about 

Sangoma Technologies that should be 

recognized? 

Mr. Mandelstam: “One thing that I 

would like to bring to people’s attention 

is the fact that we have been growing at 

double digit growth rates, quarter-over-

quarter, in an environment where our 

currency has been appreciating by over 

10% a year. If you were to take constant 

Canadian dollars, our growth rate over 

the years would be in the region of 15% 

higher. Therefore, when they look at our 

growth rate, it is hugely understated; we 

are shipping far more product and that 

doesn’t show up anywhere, but it is still 

real. The second affect of the rise of the 

Canadian dollar or the fall of the United 

States dollar is that our profits have been 

very severely hit by the fact that we have 

large foreign exchange losses. We sell in 

a currency at one exchange rate and by 

the time we collect the money, the ex-

change rate is something completely dif-

ferent; sometimes much lower. In our 

final quarter of the year, it is over ¼ of a 

million. Now that’s a big chunk when 

you are only making around $1 million or 

$2 million. So both our profits and our 

growth rates have been very badly af-

fected by the rise of the Canadian dollar. 

Not that we are frightened of a high Ca-

nadian dollar; that doesn’t affect us at all. 

We have a natural hedge, as we buy and 

sell in US dollars and many of our mar-

keting expenses are in US dollars. There-

fore, we have a natural hedge, and we are 

not affected by the US/Canadian ex-

change rate, but we are certainly affected 

by the rate of change in that rate. We 

don’t need the Canadian dollar to go 

down, we just need it to stop rising like 

crazy and our performance will be much, 

much better. The second thing that I 

would like to point out is that at current 

market prices and almost any measure, 

the stock is pretty severely under priced. 

It is almost impossible to imagine that it 

is not going to go up very substantially in 

the future. We just have to continue doing 

what we are doing and take advantage of 

new opportunities that we see down the 

road.” 

 

 

 

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 

 

 

 

“When it comes to moving data around, we have very little com-

petition. As I say we had a number of competitors going into the 

meltdown in 2000, and almost none coming out. From the point 

of view of anybody that wants to use PC as a communications 

device and doesn’t want to use external routers and other boxes, 

we occupy a fairly unique position. In the case of voice, our sell-

ing proposition is quality because our data products get used by 

people in very mission critical environments. We have all this 

quality control and knowledge that we’ve built up over the years 

about how to build something that is reliable and compatible 

with different architectures and with high performance. All 

those things we learned over the years, slips very easily into the 

voice market. We are the innovation and quality and reliability 

leader in that market. There is no other reason for people to buy 

our products. We do not own the franchise like our competitors, 

there is no particular sentiment that tells people to buy Sangoma 

products. The only reason why people would even think about 

buying our products is because they are better, so that is what 

we have to be.” - David Mandelstam 
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