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NOTIFICATION OF 1H 2018 EARNINGS AND  
BUSINESS INDICATORS 
GIGAS HOSTING, S.A. 

25 September 2018 

 

Pursuant to article 17 of Regulation (EU) No 596/2014 of the European Parliament and of the Council 
on market abuse and article 228 of the Consolidated Text of the Securities Market Act approved 
by Royal Legislative Decree 4/2015, of 23 October, and related provisions, and in accordance also 
with Circular 6/2018 of the Mercado Alternativo Bursátil (the Spanish Alternative Equity Market, or 
“MAB” for short), the Company hereby releases the following significant information to the market 
in relation to Gigas Hosting, S.A. and its subsidiaries (“GIGAS”, “GIGAS Group”, the “Group”, or the 
“Company”) regarding its interim consolidated results for the period from 1 January 2018 to 30 
June 2018 and the level of compliance in execution of the 2018 budget included in the price 
sensitive information disclosed on 29 January 2018. 

The information contained in this price sensitive information disclosure was prepared by the 
Company on the consolidated earnings of GIGAS HOSTING S.A. and subsidiaries for the first half 
of 2018 based the accounting and financial information available to the Company. The results were 
subject to a limited review by the Company’s statutory auditor, Ernst & Young S.L., and duly 
authorised for issue by the Board of Directors of Gigas at its meeting of 21 September 2018, with 
the favourable vote of all its members. 

Attached to the present price sensitive information, as required by Circular 6/2018, are the 
following documents: 

1. Interim consolidated financial statements and notes to the financial statements of GIGAS 
HOSTING, S.A. and subsidiaries for the six months ended 30 June 2018, and the 
unqualified Limited Review opinion of the Company's auditor, Ernst & Young S.L. 
 

2. Separate financial statements of GIGAS HOSTING, S.A. (balance sheet and income 
statement) for the six-month period ended 30 June 2018. 
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SUMMARY OF SIGNIFICANT INFORMATION 

• Gross sales in the first half of 2018 rose by 37.3% year-on-year to EUR 4.61 million (from 
EUR 3.36 million in 1H 2017).  Net revenue, after sales discounts and promotions and 
accrued sales, totalled EUR 3.94 million, up 36.7% year-on-year (from EUR 2.88 million).  
Some of this growth reflects the acquisition during the first half of the year of SVT 
PROVEEDOR DE SERVICIOS INTERNET SL ("SVT") and ABILITY DATA SERVICES SA 
("ABILITY") (see the price sensitive information disclosures of 11 January 2018 and 22 May 
2018, respectively). However, revenue in USD, which accounts for over 40% of the 
Company's overall revenue, was hurt by the lower value of the US dollar against the euro 
in the first half compared to the same period last year.  

• EBITDA was lower in the second quarter than the first as a result of two non-recurring cost 
items: 1) a provision for default by a major customer (with led to a EUR 315 thousand 
increase in this item in 2Q 2018); and 2) the transaction costs arising from the acquisition 
of Ability, which amounted to EUR 125 thousand (of which EUR 103 thousand was 
recognised in 2Q 2018).  Accordingly, reported EBITDA for 2Q was EUR 105 thousand, well 
below the EUR 307 thousand of 1Q and far short of the EUR 304 thousand budgeted.  
However, stripping out non-recurring charges, recurring EBITDA, before acquisition 
transaction costs and extraordinary provisions, would have climbed to EUR 440 
thousand in 2Q and EUR 824 thousand in 1H (compared to the EUR 592 thousand 
budgeted). 

• There were 699 Cloud Datacenter customers at the end of June, eight more than at the 
end of the first quarter and 229 more than at the end of June 2017.  Cloud Datacenter’s 
gross customer adds were higher, but this was counterbalanced by attrition in the low-
revenue segment for this product, thereby boosting average revenue per user (ARPU). The 
number of customers for the Cloud VPS (Virtual Private Server) product dropped off slightly 
(in line with the Company's strategy of favouring higher value-added customers, as 
opposed to volume), ending the first half at 3,264. This was 46 fewer than in 1Q, but higher 
than a year ago (3,110 VPS customers), thanks to the contribution of SVT customers.  The 
Company’s total customer base stood at 3,963 at the end of June 2018, 383 more than 
the year before, thanks mainly to the increase in Cloud Datacenter customers and to the 
influx of customers from our acquirees. 

• Monthly ARPU continues to show a clear upward trend. In the Cloud Datacenter 
segment, monthly ARPU reached EUR 1,138 in 1H 2018, compared to EUR 1,072 in 2017 
and EUR 999 in 2016.  In the Cloud VPS segment, ARPU also grew to EUR 26.6 per month 
in the first half, up from EUR 25.7 in 2017, driven up by SVT's ARPU in this segment, which 
was significantly higher than Gigas' ARPU. 

• The Company has created an indirect sales channel for its services through distribution 
agreements with system integrators, technology consultants, SAP partners and software 
companies (ISVs, Independent Software Vendors). These deals are already generating a 
significant proportion of new Cloud Datacenter sales.   

• As stated above, the Company kicked off its inorganic growth strategy in 2018, with its 
first two acquisitions in Spain and Colombia.  The Group continues to look at 
opportunities that can create value for its shareholders. 

• The Gigas cloud management platform continues to garner international recognition from 
analysts and media outlets such as Gartner and the Financial Times, which again ranked 
Gigas on FT 1000: Europe's Fastest Growing Companies.    
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CONSOLIDATED INCOME STATEMENT 
For the six months ended 30 June 2018. 

 

FINANCIAL INFORMATION 

• Revenue (net) discounting accrued services billed (and mostly collected) but not yet 
provided, and sales discounts and promotions rose by 36.7% year-on-year in 1H 2018 to 
EUR 3.94 million.  This is 4.0% or EUR 132 thousand above the guidance released by the 
Company (but 1.8% lower excluding Ability's contribution), as shown in the table below. 

CONSOLIDATED INCOME STATEMENT 2018
Figures in EUR JAN-JUNE
Gross sales 4,609,370 

Accrued sales (34,117)

Sales discounts and promotions (637,810)

Revenue 3,937,443 
Own R&D costs capitalised 124,234 
Non-recurring income, grants and other 39,861 

Cost of sales (840,530)
Online and third-party customer acquisition costs (29,434)

Datacenters and connectivity (368,919)

Other supplies (442,177)

Personnel expenses (1,537,949)
Salaries and wages (1,268,197)

Social security costs (269,752)

Other operating expenses (1,309,915)
External services (936,192)

Professional services and other (734,542)
Marketing and publicity (89,066)
International expenses, except marketing (112,584)

 Losses, impairment and changes in trade provisions (373,723)

Other income and expenses (600)
EBITDA 412,544 

EBITDA margin, % 10.5%

Recurring EBITDA (before M&A y extraord.) 824,009 
Recurring EBITDA (before M&A y extraord.) % 20.9%

Gross income 3,096,912 
Gross margin, % 78.7%

Amortisation and depreciation (645,076)
EBIT (232,532)

Finance income 236 
Finance costs (90,891)
Exchange differences and other (12,072)

Net finance income/(expense) (102,727)

EBT (335,259)
Income tax expense 68,805 
Loss for the period from continuing operations (266,454)

Loss for the period (266,454)
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NB *: Recurring EBITDA from the business excluding non-recurring costs of acquisitions (M&A) and a one-off impairment 
allowance of a specific customer. 

NB **: Gross income is calculated as “Revenue” less “Cost of sales”. 

 

• Cost of sales grew significantly (by 58.6% over the past year) due to two factors: (i) the 
addition of SVT and Ability, both with lower gross margins than Gigas because they did 
not have proprietary cloud technology, and (ii) the increase in recurring sales of third-party 
products (e.g. software licences, firewall software services), which command lower 
margins than Gigas' proprietary cloud products. Nevertheless, the Company achieved a 
78.7% gross margin in the first half, above the 77.6% budgeted. The gross margin could 
well narrow gradually due to the sale of third-party products. 

• Personnel expenses amounted to EUR 1.54 million, despite the addition of nearly 20 
employees from the SVT and Ability acquisitions. The balance of this item is set to increase 
over the coming months once all of Ability's costs are factored in. However, growth should 
lag sales, thereby driving EBITDA.  

• Other operating expenses totalled EUR 1.31 million, marking a sharp increase from last 
year. This was caused mostly by the default of a TOP 5 customer, which represented 
roughly 2% of the Company’s annual sales, and the increase in external acquisition-related 
services costs.   

• Reported EBITDA in 1H 2018 was EUR 413 thousand, well above the year-ago figure of EUR 
118 thousand, but also impacted by one-off professional services expenses arising from 
M&A and extraordinary provisions. Stripping out these exceptional costs, recurring EBITDA 
reached EUR 824 thousand, outperforming the EUR 592 thousand budgeted and leaving 
an EBITDA margin of over 20%, above the Company’s full-year target included in the 
Informational Document on Admission to the MAB (DIIM for its initials in Spanish), released 
in September 2015.  It is also above the 16.6% guidance in the Company’s 2018 budget 
(see price sensitive information of 30 January 2018). 

• The depreciation and amortisation charge through June came to EUR 0.65 million. This, 
coupled a new financial expense of EUR 0.10 million euros and the positive impact of the 
income tax expense of EUR 69 thousand, resulted in a loss for the period of EUR 0.27 

CONSOLIDATED INCOME STATEMENT 2018 2018 2018 2017 2018 budget
Figures in EUR JAN-MAR APR-JUNE JAN-JUNE JAN-JUNE JAN-JUNE
Gross sales 2,134,305 2,475,065 4,609,370 37.3% 3,357,596 5.7% 4,360,967 

Accrued sales 27,111 (61,228) (34,117) 27,610 20,178 

Sales discounts and promotions (318,162) (319,648) (637,810) 26.5% (504,326) 10.8% (575,721)

Revenue 1,843,254 2,094,189 3,937,443 36.7% 2,880,880 3.5% 3,805,423 
Own R&D costs capitalised 55,152 69,082 124,234 121.8% 56,019 13.2% 109,791 
Non-recurring income, grants and other 8,376 31,486 39,861 441.2% 7,366 7.7% 37,001 

Cost of sales (381,246) (459,284) (840,530) 58.6% (529,880) (1.5%) (853,502)
Online and third-party customer acquisition costs (15,755) (13,680) (29,434) (2.2%) (30,083) (21.9%) (37,695)

Datacenters and connectivity (161,486) (207,433) (368,919) 30.5% (282,784) (1.0%) (372,728)

Other cost of sales (204,006) (238,171) (442,177) 103.8% (217,013) (0.2%) (443,079)

Personnel expenses (735,276) (802,673) (1,537,949) 7.8% (1,426,596) (0.8%) (1,549,671)
Salaries and wages (610,604) (657,593) (1,268,197) 8.0% (1,174,174) 0.4% (1,263,275)

Social security costs (124,672) (145,080) (269,752) 6.9% (252,422) (5.8%) (286,396)

Other operating expenses (482,385) (827,530) (1,309,915) 50.9% (868,276) 36.9% (957,100)
External services (423,980) (512,212) (936,192) 13.1% (827,690) 6.1% (881,961)

Professional services and other (347,241) (387,301) (734,542) 20.7% (608,737) 22.1% (601,724)
Marketing and advertising (31,409) (57,657) (89,066) 16.2% (76,632) (15.7%) (105,699)
International expenses, except marketing (45,330) (67,254) (112,584) (20.9%) (142,321) (35.5%) (174,538)

 Losses, impairment and changes in trade provisions (58,405) (315,318) (373,723) 820.8% (40,586) 397.4% (75,139)

Other income and expenses (600) - (600) (69.3%) (1,952) - 
EBITDA 307,274 105,270 412,544 250.9% 117,561 (30.3%) 591,942 

EBITDA margin, % 16.7% 5.0% 10.5% 156.8% 4.1% (32.6%) 15.6%

Recurring EBITDA (before M&A y extraord.) * 824,009 600.9% 117,561 39.2% 591,942 
Recurring EBITDA (before M&A y extraord.) % 20.9% 412.8% 4.1% 34.5% 15.6%

Gross income ** 1,462,008 1,634,905 3,096,912 31.7% 2,351,000 4.9% 2,951,921 
Gross margin, % 79.3% 78.1% 78.7% (3.6%) 81.6% 1.4% 77.6%
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million, down from EUR 0.37 million in 1H 2017. The Company expects this item to continue 
growing due to the sharp increase in property, plant and equipment, but more so because 
of the growth in intangible assets in the wake of the acquisitions made. Finance costs 
should also rise, mostly due to interest (not all of which represent cash outflows) related 
to the convertible bond issue held in April this year (price sensitive information of 26 April 
2018). 
 

 

 
 

 

• Capex, based on internal estimates, reached EUR 0.57 million in the first six months of the 
year, compared with a full-year forecast of EUR 10.05 million, leaving a Capex/ Gross 
Income ratio of 12.4%. Acquisitions also resulted in the addition of EUR 0.81 million worth 
of computer equipment to the Company’s balance sheet. 

• The balance of intangible assets increased sharply due to the inclusion of SVT's customer 
portfolio (EUR 436 thousand) and the temporary goodwill from the Ability acquisition (EUR 
2.14 million), which will be distributed in the balance sheet when the purchase price 
allocation (PPA) is made. 

• Trade receivables and payables showed sharp increases on the back of the Company’s 
increased business volume, arising mostly from the companies acquired.  Specifically, SVT 
and Ability accounted for EUR 558 thousand of the total EUR 696 thousand increase in 
trade receivables, and EUR 748 thousand of the total EUR 954 thousand increase in trade 
and other payables.  A significant portion of these amounts has already been adjusted 
(and considered in the transaction price in the M&A deals carried out), so both look set to 
be considerably lower at year-end. 

• In the first six months of the year, the Company arranged EUR 0.55 million of new facilities 
and repaid EUR 0.98 million. As a result, it ended the first half of 2018 with EUR 3.64 million 
of financial debt (EUR 2.84 million in 1H 2017), including bank borrowings, finance lease 
payables and amounts owed by public institutions for R&D projects (Ministry of Industry, 
Trade and Tourism), of which EUR 0.57 million arose from the two companies acquired. 
Moreover, with these acquisitions Gigas acquired debts with the companies’ sellers, for an 
estimated EUR 0.68 million, although part of this is contingent on achieving certain 
revenue targets.   

• To raise funds for its organic growth strategy, the Company issued convertible and/or 
exchangeable bonds at the end of April, as noted previously. Issue proceeds totalled EUR 
2.50 million, with the value of the conversion options recognised in the balance sheet 

1H 2018 2017 1H 2018 2017
Limited rev. Audited Limited rev. Audited

NON-CURRENT ASSETS                9,472,178              5,966,724   EQUITY               4,978,530              4,099,096   
Intangible assets               3,882,398               1,340,788   Shareholders’ equity               4,950,032              4,070,902   

Development                     110,581                   165,833   Capital                     86,446                    85,500   
Licenses, patents                     36,574                    38,990   Share premium                 8,726,612               8,427,563   
Software                 1,157,262                 1,135,965   Reserves (243,601) (243,601)
Goodwill                2,142,285    - Treasury shares (219,192) (225,062)
Customer relations                   435,696    - Prior year's loses (4,205,379) (3,712,869)

Property, plant and equipment               2,960,216               2,315,512   Loss for the period (266,454) (492,510)
Non-current investments                   281,195                   181,033   Other equity instruments                 1,071,599                    231,881   
Deferred tax assets               2,348,369               2,129,391   Translation differences (15,791) (23,460)
CURRENT ASSETS               3,840,653              2,756,632   Grants, donations and bequests                    44,289                    51,654   
Trade and other receivables                1,676,677                  894,031   NON-CURRENT LIABILITIES                4,401,710               1,992,922   

Trade receivables                 1,501,098                   805,516   Non-current payables                4,175,168                1,912,722   
Other receivables and employee receivables                     72,093                      20,115   Deferred tax liabilities                  226,542                   80,200   
Current tax assets                     80,904                    50,673   CURRENT LIABILITIES               3,932,591               2,631,339   
Other receivables                     22,582                      17,727   Current provisions                    98,245                  120,534   

Investments                     16,823                      2,088   Current payables                 1,873,118               1,586,512   
Current accruals                  207,050                    211,127   Trade and other payables                1,382,017                 428,965   
Cash and cash equivalents                1,940,103               1,649,386   Current accruals                    579,211                 495,328   
TOTAL ASSETS               13,312,831              8,723,356   TOTAL LIABILITIES               13,312,831              8,723,356   
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under non-current payables (EUR 1.73 million) and other equity instruments (EUR 0.71 
million).   

• Accordingly, the Company’s equity increased due to the EUR 0.71 million from the bond 
issuance and a further EUR 0.3 million from the capital increase, paid by offsetting the 
claim held by the sellers of Ability against the Company, which was approved at the 
General Meeting of Shareholders on 25 June 2018 (see price sensitive information 
disclosed on 26 June 2018).  

 

The FY 2018 budget called for EUR 9.29 million of gross sales. However, with the addition of Ability 
to the Group (SVT was already included in the Company's budget) and based on the business 
performance, gross sales could now reach EUR 9.8 million (net revenue of EUR 8.5 million, 
compared with the original budget of EUR 8.1 million). For EBITDA, despite the major setback in 
the year’s second quarter as noted, the Company remains upbeat regarding its ability to generate 
earnings thanks to the business’ operational leverage, synergies from acquisitions and tight control 
over expenditure.  Guidance is for EBITDA to reach EUR 1 million in the year’s second half, which 
would put EBITDA for the full year at around EUR 1.5 million, above the original budget of EUR 1.34 
million.   

In summary, the Company continues to deliver strong sales growth and expects to keep the pace 
above 25% in coming quarters. Moreover, it continues to showcase its ability to generate higher 
recurring EBITDA. Gigas expects to end 2018 with an annual run rate for EBITDA (calculated as 
EBITDA for the fourth quarter multiplied by four) of over EUR 2 million. This would give it an EBITDA 
ratio of 20%, leaving it in a strong position ahead of 2019.   

The Company expects to end the year with gross financial debt of around EUR 4.2 million 
(excluding convertible bonds and non-current contingent amounts related to M&A) and net 
financial debt (NFD) of approximately EUR 2.0 million, implying an NFD/EBITDA ratio of roughly 
1.34x reported EBITDA for the year. 

Lastly, the Company expects to become net cash positive for the first time in the second half of the 
year, registering its first ever net profit, which would mark a new milestone in the Gigas Group’s 
growth history. 

 

Madrid, 25 September 2018. 

 

 

 

Diego Cabezudo Fernández de la Vega 
 
Chief Executive Officer 
GIGAS HOSTING, S.A 
 












































































































































