


This presentation is issued on behalf of Gamma Communications plc (the “Company”). This presentation does not constitute an admission document or prospectus, nor does it constitute or form 
part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe for or otherwise acquire any securities of the Company or of a subsidiary undertaking of the 
Company, nor does it constitute or form part of any invitation or inducement to engage in investment activity under section 21 of the Financial Services and Markets Act 2000 (the “FSMA”), nor 
does it constitute a recommendation regarding securities of the Company, nor shall it or any part of it form the basis of or be relied on in connection with any contract or investment decision. 
Nothing in this presentation should be construed as constituting any form of investment advice, recommendation, guidance or proposal of a financial nature in respect of any investment issued by 
the Company or any transaction in relation to the Company. If you are considering engaging in any investment activity, you should seek appropriate independent advice and make your own 
assessment.

This presentation may not be copied, distributed, reproduced or passed on, directly or indirectly, in whole or in part, or disclosed by any recipient, to any other person (whether within or outside 
such person’s organisation or firm) or published in whole or in part, for any purpose or under any circumstances.

The information in this presentation is provided as at the date of this presentation and as such is preliminary in nature, has not been fully verified by the Company or Investec Bank plc (“Investec") 
and is subject to material amendment, updating and change. Neither the Company nor Investec undertake any obligation to provide any recipient of this presentation with access to any additional 
information or to update this presentation or any additional information or to correct any inaccuracies in any such information which may become apparent. This document sets out certain features 
of the Company and does not purport to provide a complete description of the Company or the shares in the Company.

The information contained in this presentation is not for distribution, directly or indirectly, in or into the United States, Canada, Australia, New Zealand, the Republic of South Africa or Japan or in 
any other country where such distribution may lead to a breach of any law or regulatory requirement. In this respect, neither the Company, Investec nor any of their advisers or connected persons 
accepts any liability to any person in relation to the distribution or possession of this presentation to or in any such jurisdiction.

This presentation may contain forward-looking statements relating to the Company’s expected operations that are based on management’s current expectations, estimates and projections. Words 
such as “expects”, “intends”, “plans”, “projects”, “believes”, “estimates”, and similar expressions are used to identify such forward-looking statements. These statements are not warranties or 
guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict. Therefore, actual outcomes and results may differ materially from what is 
expressed or forecast in such forward-looking statements.

By their nature forward-looking statements involve risk and uncertainty because they relate to events and depend on circumstances that may occur in the future. Although the Company believes the 
expectations reflected in such statements are reasonable, no assurance can be given that such expectations will prove to be correct. There are a number of factors, many of which are beyond the 
control of the Company, which could cause actual results and developments to differ materially from those expressed or implied by forward-looking statements.

No representation or warranty, express or implied, is made as to the fairness, accuracy or completeness of the information contained in this presentation and no reliance should be placed upon it. 
Save in the case of fraud, no liability is or will be accepted for such information by the Company or Investec or any of their respective directors, officers, employees, agents or advisers or any other 
person. In particular it should be noted that information about past performance is not a guide as to future performance. These materials do not cover all matters that may be relevant for any 
prospective investment. Prospective investors should not treat these materials as advice in relation to legal, taxation or investment matters and should take steps to ensure that the risks are fully 
and completely understood. Investors are recommended to consult their own advisers in relation to any such issues.

Investec, which is authorised and regulated by the Financial Conduct Authority, is acting for the Company only and will not be responsible to any other person for providing the protection afforded to 
clients of Investec or for advising such person on the matters referred to in this presentation. Investec has not approved the contents of, or any part of, this presentation for the purposes of the 
FSMA.



Leading provider of  integrated voice, data, and mobile telecoms services and 
applications to businesses 

UK market leader in SIP and Cloud PBX – differentiated by software and 
systems 

High volume indirect channel model with broad customer base and low 
customer concentration

Ten years of strong organic growth driven by repeating revenues

Consistent EBITDA growth with high margin new generation services

Highly cash generative with good visibility of earnings
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Indirect Channel: Increasingly selling the Gamma brand (79% of revenue) Direct Channel (21% of revenue)
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Strong SIP performance and market share increased 

Positive Cloud PBX performance and market share increased 

New Mobile service “on target” for Q2 release

Number of new Partners increased by 109 to 834 in total

Key brand wins include Taylor Wimpey, Metrobank, Costco, and HMRC





Revenue up 11% to £191.8m

Adj EBITDA up 22.5% to £28.3m 

Adj EPS up 19.3% to 17.9p

Pre-tax cashflow increased by £5.9m to £25.3m

Dividend proposed of 6.6p for year, versus pro forma 5.9p prior year



Continued organic growth driven by Strategic services 

(SIP, Cloud PBX and Inbound)

Repeating revenues remain high

Improving gross profit margins due to favourable 

product mix

Indirect channel and direct channel growing at similar 

rates

Exceptional item is gain from laddering (£5.7m)

Share based charges reflect levels of options granted 

pre-float – will remain at this level for next two years

Effective tax rate at 19% – move to large company R&D 

credit regime

Strong growth in adj. EPS

Proposed final dividend of 4.4p

2013 2014 2015

Growth 

(14-15)

148.7 173.2 191.8 10.7%

Cost of sales -94.8 -105.6 -109.5

53.9 67.6 82.3 21.7%

36.2% 39.0% 42.9%

Adj operating expenses* -36.7 -44.5 -54.0

17.2 23.1 28.3 22.5%

11.6% 13.3% 14.8%

Share based charges -0.9 -3.2 -4.1

Depreciation and amortisation -4.8 -6.4 -7.4

11.5 13.5 16.8 24.4%

Exceptional items -2.0 5.7

11.5 11.5 22.5 95.7%

Finance income / expense 0.0 0.0 0.1

11.5 11.5 22.6 96.5%

Tax expense -2.2 -2.1 -4.3

9.3 9.4 18.3 94.7%

10.8 15.0 17.9 19.3%

Operating profit

Profit before tax

Profit after tax

Adjusted EPS, Fully Diluted (Pence)

Years ended 31 December (£m)

Revenue

Gross profit

Gross profit margin

Adj EBITDA**

Adj EBITDA margin 

Operating profit before exceptionals



Positive shift in mix of Traditional and New 

services at both revenue and gross margin

Strong increase in Strategic services–

especially SIP Trunking and Cloud PBX

Margin increased from 38% (2014) to 42%: 

mix 

Adj. EBITDA margin increased from 12.7% to 

13.6%



Direct business growing due to Strategic 
services

Margin increased from 42% (2014) to 46% -
due to mix

Adj. EBITDA margin increased from 15.7% to 
19.3%

Order book remains strong



Significant cash reserves, and remain debt free

Capex:

– £3.4m core network (2014:£4.8m)

– £1.0m mobile platform (2014:£4.0m)

– £0.4m data network build out

– £4.4m customer premises equipment (2014:£1.0m)

Consistent cash generation

- Cash conversion 89% average over three years

£5.1m – Laddering inflow

2013 2014 2015

24.6 32.0 35.8

Receivables and 

inventories
26.9 33.6 37.5

Cash 14.6 13.4 24.8

41.5 47.0 62.3

66.1 79.0 98.1

3.3 1.1 1.8

25.9 26.7 29.6

29.2 27.8 31.4

2.5 5.7 6.2

1.1 2.4 3

33.3 43.1 57.5

36.9 51.2 66.7

Balance Sheet as at 

31 December (£m)

Non-current assets (incl. PPE)

Current assets

Total assets

Non-current liabilities

Current liabilities

Total liabilities

Share capital

Other reserves

Retained earnings

Total Equity

2013 2014 2015

17.2 23.1 28.3

16.3 19.4 25.3

94.8% 84.0% 89.4%

Laddering Cashflow 5.1

Taxation -2.3 -3.0 -2.2

Capital Expenditure -5.9 -12.1 -11.5

8.1 4.3 16.7

Cash Flow Statement as at 

Cash conversion

Cash inflow before Acquisitions 

and Financing

31 December (£m)

Adj EBITDA*

Net Cash inflow from Operations 

(pre-tax)









Gamma

growth

2015

Market

growth

2015

Position in

UK market

and share

UK Market 

size by 2018
Update

SIP Trunking
“Business grade VOIP” 

replacing ISDN

54% 25% 19%, No. 1* £819m

Market share increasing

Installed base over 360,000

Still 50% of ISDN 30 market to convert

BT Wholesale and TalkTalk pricing aggressively

No significant partner losses

Cloud PBX
“Phone system in the 

cloud” replacing on-site 

hardware

78% 32%

7% Total

12% Target

No. 1**

£650m

Market share increasing

Installed base 142,000

Some price competition from new entrants

Winning business in larger enterprises





Partner growth continues with 109 new 
partners

Strong growth in Cloud PBX, 80k to 
142k seats

Gross margin up from 38% to 42%

Good performance on long term 
commitments

Data services building from low base, 
margin up

FTSE win with Taylor Wimpey 

Public sector 

– contracted gross profit  increased

– new Framework contract wins

Mid market continues to improve gross 
margin

Very low churn of large customers

Market leading customer satisfaction





Our core network

Primary radio access from Three

Access to multiple networks

Initial Proposition - 4G, MultiNet, Business Grade service. 

Future proposition – seamless fixed/mobile services, one number, one voicemail etc

4th Mobile operator in UK business 
market

The only channel focused operator

Convergence 

M2M ?

Enabling consumer MVNO’s ?





2015 has been a good year for Gamma

Strong revenue and profit growth

SIP and Cloud PBX continue to drive growth

Excellent progress on launch of business mobile network

Enterprise and public sector gaining traction



SIP offers short to medium term growth 

Cloud PBX offers medium to long term growth 

Investing to drive down the costs of network access 

Mobile service full launch in June

Growing strength of position in channel

Public sector gaining traction

Strong and growing reputation in Enterprise and Mid Market




