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FY 2017 results show solid growth 

Kape delivers on its stated strategy 

Kape Technologies (formerly Crossrider) has reported revenue up 
17.4% to U$66.4 million and Adjusted EBITDA of U$8.3 million (up 
29%). Respectively, they are a touch above, and in line with, guidance 
given in January’s trading update. The Media and App Distribution 
businesses produced improved results, as anticipated. The year saw 
the acquisition and integration of CyberGhost as Kape honed its 
product focus to be B2C-driven and SaaS enabled. We expect to see 
an increase in recurring revenues as a result. The rebranding to ‘Kape 
Technologies’ as the umbrella for the Group’s products and services 
follows the significant changes made to the focus of the business to 
be a provider of cybersecurity solutions to consumers. The board has 
declared a special cash dividend of U$4.93 cent per share (its first 
dividend) amounting to U$7.0 million. The outlook statement notes a 
strong start to FY 2018E and confidence in meeting market 
expectations for the year. We reduce our FY 2018E revenue estimate 
by 6% but, given margin improvement, leave our Adjusted EBITDA 
number unchanged. We introduce FY 2019E numbers which include 
good EBITDA growth as we note the continued strong momentum in 
the Media and App Distribution businesses. 

▪ Revenue increased by 17.4% to U$66.4 million in FY 2017 (FY 2016: 
U$56.5 million) while Adjusted EBITDA increased by 28.9% to U$8.3 
million reflecting an EBITDA margin of 12.5% (FY 2016: 11.3%). 
Excluding the web apps and licenses segment, underlying Adjusted 
EBITDA rose to U$6.2 million (FY 2016: U$2.3 million)    

▪ Adjusted cash generated from operations of U$7.6 million (2016: U$7.9 
million) represented cash conversion from Adjusted EBITDA of 92%. 
Kape ended 2017 with a cash balance of U$69.5 million despite U$7.4 
million of acquisition related payments. 

▪ Noting the increase in recurring revenue and the product mix, we reduce 
revenues by 6% in our FY 2018E estimates but leave our Adjusted 
EBITDA estimate unchanged as we reflect the margin progression. We 
also introduce FY 2019E estimates, incorporating the continuing shift to 
SaaS. Noting management comments, we are not estimating further 
dividend payments at present. 
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FYE DEC ($M) 2015 2016 2017 2018E 2019E 

Revenue 84.6 56.5 66.4 74.1 81.4 

Adjusted EBITDA 10.1 6.4 8.3 10.1 13.0 

Adjusted PBT 8.1 4.8 6.7 9.1 11.7 

Adjusted EPS (₵) 4.6 2.7 3.8 5.2 7.1 

EV/Sales 0.7 1.0 0.9 0.8 0.7 

EV/ Adj. EBITDA 5.8 9.0 7.0 5.7 4.4 

P/E 23.0 39.4 28.1 20.5 14.9 

Source: Company Information and Progressive Equity Research estimates 

KAPE TECHNOLOGIES 

SOFTWARE AND COMPUTER SERVICES 

http://www.progressive-research.com/


13 March 2018 

 

 
2 

FY 2017 results 

Kape has reported FY 2017 revenue of U$66.4 million (FY 2016: U$56.5 million) which 
is a little ahead of the guidance given in January’s trading update. This reflects a 26% 
increase in App Distribution revenue to U$48.2 million (FY 2016: U$38.2 million) while 
the Media division produced a 14% increase in revenue to U$15.8 million in FY 2017 
(FY 2016: U$13.8 million). The winding down of the legacy web apps and licence 
business was completed in September 2017 which offset some of the growth from the 
other two businesses. Adjusted EBITDA of U$8.3 million (H1 2016: U$6.4 million) was 
in line with guidance. Excluding the Web Apps and License segment, underlying growth 
in Adjusted EBITDA was 172% to U$6.2 million versus U$2.3 million in FY 2016. 

Individually, there are some points to note for the segments: 

App Distribution 

▪ Margin significantly improved to 35.7% in FY 2017 compared to 29.5% in FY 2016. 

▪ An improved return on marketing investment resulted in a $10.0 million increase in 
revenues and $5.8 million increase in the segment result - a 52.7% increase. 

▪ Organic growth reflected better conversion rates, and a decrease in average user 
acquisition cost. 

▪ A full year contribution from DriverAgent and CyberGhost from March 2017. 

Media 

▪ Revenues increased by 14.5% to U$15.8 million and segment result increased by 
28.3% to U$4.5 million. 

▪ Increased contribution from the Clearvelvet programmatic video advertising 
activity… 

▪ …compensated for a decrease in revenue from the mobile content and mobile apps 
marketing verticals. 

▪ Management has decided to shift its media resources and investment to the 
marketing of its own products whose revenues are included in the App Distribution 
segment. Following that decision, Media segment revenues are expected to 
decrease in 2018  

Web Apps and License 

▪ Investment ceased previously. 

▪ The software licence and services agreement between Kape and Playtech Software 
expired on 18 September 2017. 

▪ No further revenue is expected to be generated from this segment. 

Segment margins (reflecting revenues and direct segment costs) 

  

Source: Kape Technologies data 
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Business segment revenues (U$m) 

 

Source: Kape Technologies data 

Cash 

Adjusted cash from operations was U$7.6 million representing conversion of Adjusted 
EBITDA of 92% in FY 2017. During the year, the Group spent U$2 million of Capex 
(2016: $0.8 million), a net U$5.3 million on acquisitions in 2017 and U$0.4 million for 
past acquisitions (of which U$0.2 million went through the operational cash flow as it is 
treated as remuneration according to IFRS). In November 2017 the company paid U$1.9 
million to CyberGhost’s founder (details below). Kape retained a strong balance sheet 
with U$69.5 million cash as at the end of December 2017 compared to U$72.1 million a 
year earlier. We note the U$7 million dividend payment for FY 2017 which will be made 
in FY 2018E. 

Acquisitions 

Kape bought CyberGhost during the first half of 2017 for a maximum consideration of 
€9.1 million out of which €3.1 was in cash at closing, €3.0 million in nominal value share 
options and a deferred earn-out consideration capped at €3.0 million. €1.75 million was 
paid at closing as a prepayment of the deferred earn out consideration. In November 
2017, Kape repurchased 3,810,667 options out of the 4,400,000 options granted to the 
founder for total cash consideration of €3.2 million following his reposition from 
Managing Director to Chairman and Corporate Development Manager of CyberGhost. 
Of that, €1.6 million has been paid with the rest to be paid in eight equal instalments. 

Kape also increased its holding in Clearvelvet Trading Ltd, a programmatic video 
advertising company, from 16.67% to 50.01% for an initial consideration of U$1.7 million 
(of which U$0.85 million was the conversion of a loan and, therefore, an investment. The 
sellers will also be entitled to receive up to a total of U$1.4 million earn-out consideration 
contingent on achieving EBITDA of U$1.7 million in 2017 and $2.2 million for 2018. The 
2017 EBIDTA goal was not achieved so no earn out was charged for 2017 and no 
accrual has been made for the 2018 earn out. 

Products under a new brand 

Under the new Kape Technologies brand, the Group now has four main products; 
CyberGhost, Reimage PC, Driver Agent and Reimage for Mac. These have previously 
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been purchased by customers on a one-time and yearly unlimited use basis with a 
technical support component. However, Kape has now started to implement a SaaS 
model for the Reimage PC product. This latter change should start to bear fruit towards 
the end of 2018 when the licenses come up for renewal. Kape also now offers 
CyberGhost and Reimage as a package. The move towards a SaaS model and Kape’s 
repositioning as a provider of cybersecurity software solutions to consumers are key 
features of 2017. 

KPIs and business model transition 

The acquisition of CyberGhost brought Kape more strongly into the cyber security 
market. There are clear potential synergy benefits through additional sales, a lower cost 
structure and the application of Kape’s skill in efficient online user acquisition to the 
CyberGhost product. As we have noted on previous publications, this represents a 
template for what it is possible to achieve from further acquisitions over time. The Group 
reiterates its intention to grow via both organic and acquisitive means. In that vein, Kape 
continues to look at acquisition opportunities in the global consumer cybersecurity 
market. Its acquisition criteria continue to include a sizeable (and growing) user base, 
an established recurring revenue model and the potential for significant synergies. 

In terms of KPIs, Kape expects to deliver some U$8.0 million of recurring revenues from 
existing users in 2018. It has identified five key performance indicators which are 
summarised in the table below and which reflect the focus of the Group’s businesses. 
Kape notes that deferred income and adjusted operating cashflow demonstrate the true 
value of each purchase. Retention rate, paying users and premium subscription help 
measure the success of the Group’s execution of strategy.  

Key Performance Indicators 

 

Source: Kape Technologies 

Accounting standards 

▪ Kape has adopted IFRS 15, a new standard related to revenue recognition, using the 
cumulative effect method applied to those contracts which were not completed as of 
1 January 2017. Revenue recognition relating to most of Kape’s products and 
services remains substantially unchanged but the most significant impact of the 
standard relates to its accounting for user acquisition costs. For Kape, that means 
those costs associated with subscription sales of CyberGhost and auto renewal sales 
of Reimage which commenced in 2017. Adoption of the new standard meant a 
reduction in costs of U$1.39 million in Kape’s consolidated income statement 
compared to previous treatment under IAS 18. 

Estimate changes 

Following the FY 2017 results – and noting the product mix - we reduce revenue by 6% 
in our FY 2018E estimates although our Adjusted EBITDA estimate remains unchanged 
as we note the margin progression in the App distribution business, in particular. Our 
reported EPS estimate increases a touch while our Adjusted EPS number for FY 2018E 
reflects our updated taxation assumptions. We also introduce FY 2019E estimates, 
again noting the margin outlook and the continuing shift in mix. 

2016 2017

Paying users (000s) 734 887

Premium subscriptions (000s) 143 260

Retention rate 69% 69%

Adjusted operating cash flow (U$000s) 7,873       7,614       

Deferred consideration (U$000s) 2,187       4,014       
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While Kape has recommended the payment of a final dividend for the year ended 31 
December 2017 of 4.93 U$cents per share, until we see an update on dividend policy, 
we do not include any dividend payments in our estimates. 

Estimate changes and new FY 2019E numbers 

 

Source: Progressive Equity Research estimates 

 

 

U$m unless stated Old New

Change 

(%) Old New

Change 

(%)

Revenue 79.1 74.1 -6% 81.4

Adj EBITDA 10.1 10.1 0% 13.0

Fully adj PBT 9.4 9.1 -3% 11.7

FY18E FY19E
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Financial Summary: Kape Technologies 

Year end: December (£m unless shown)      

      

PROFIT & LOSS (U$m) 2015 2016 2017 2018E 2019E 

Revenue 84.6 56.5 66.4 74.1 81.4 

Adj EBITDA 10.1 6.4 8.3 10.1 13.0 

Adj EBIT 0.7 (3.5) 6.9 8.8 11.3 

Reported PBT (14.7) (10.0) (2.9) 7.9 11.1 

Fully adj PBT 8.1 4.8 6.7 9.1 11.7 

NOPAT 8.2 4.3 6.2 8.1 10.5 

Reported EPS (c) (11.9) (7.6) (2.5) 3.8 5.5 

Fully adj EPS (c) 4.6 2.7 3.8 5.2 7.1 

Dividend per share (c) 0.0 0.0 4.9 0.0 0.0 

      
CASH FLOW & BALANCE SHEET (U$m) 2015 2016 2017 2018E 2019E 

Operating cash flow 5.9 5.9 6.5 11.8 13.8 

Free Cash flow (U$m) 1.8 3.0 4.5 8.6 10.3 

FCF per share (c) 1.2 2.1 3.1 5.9 7.1 

Acquisitions (0.9) (1.1) (5.5) 0.0 0.0 

Disposals 0.0 0.0 0.0 0.0 0.0 

Shares issued (5.1) (1.0) 0.0 0.0 0.0 

Net cash flow (4.7) 0.7 (2.6) 1.6 10.3 

Overdrafts / borrowings 0.0 0.0 0.0 0.0 0.0 

Cash & equivalents 71.3 72.1 69.5 71.1 81.5 

Net (Debt)/Cash 71.3 72.1 69.5 71.1 81.5 

      
NAV AND RETURNS (U$m) 2015 2016 2017 2018E 2019E 

Net asset value 91.5 80.6 79.4 77.9 85.9 

NAV/share (c) 64.8 57.1 56.3 55.1 60.7 

Net Tangible Asset Value 72.3 73.4 67.0 67.2 76.5 

NTAV/share (c) 51.1 52.1 47.5 47.5 54.1 

Average equity 101.2 86.0 80.0 78.6 81.9 

Post-tax ROE (%) (17.4%) (12.4%) (4.5%) 7.0% 9.7% 

      
METRICS 2015 2016 2017 2018E 2019E 

Revenue growth 19.0% (33.2%) 17.4% 11.7% 9.8% 

Adj EBITDA growth (26.2%) (36.3%) 28.8% 22.2% 29.0% 

Adj EBIT growth (85.3%) (600.1%) (297.6%) 27.6% 29.6% 

Adj PBT growth (10.2%) (41.5%) 40.2% 36.6% 28.7% 

Adj EPS growth (49.1%) (41.7%) 40.5% 36.6% 38.0% 

Dividend growth N/A N/A N/A (100.0%) N/A 

Adj EBIT margins 0.8% (6.1%) 10.3% 11.8% 13.9% 

      
VALUATION 2015 2016 2017 2018E 2019E 

EV/Sales 0.7 1.0 0.9 0.8 0.7 

EV/EBITDA 5.8 9.0 7.0 5.7 4.4 

EV/NOPAT 7.0 13.4 9.3 7.1 5.5 

PER 23.0 39.4 28.1 20.5 14.9 

Dividend yield N/A N/A 4.6% N/A N/A 

FCF yield 1.1% 2.0% 2.9% 5.6% 6.7% 
 

Source: Company information and Progressive Equity Research estimates 
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