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PP VIANET*
H1 progress highlights the platform’s growth potential

Vianet's H1 results show adjusted EBITA growth of +7% yoy to £1.3m, a strong improvement in
net debt to £2.1m from £3.4m at FY23, and promising progress across both divisions. H1 revenue
of £7.2m is +0.2% yoy and 87% recurring revenue, with Smart Zones delivering a resilient £4.1m,
and Smart Machines +1% yoy to £3.1m, as customers initially delayed H1 orders to plan for the
3G mobile network switch off from 2024. Gross profit grew +8% yoy to £5.0m as gross margin
increased to 69% vs 64% in H1 23, with equipment costs continuing to normalise and management
realising cost efficiencies within Smart Zones. The strong progress at gross profit translated to
adjusted EBITA +7% yoy to £1.3m, or +24% yoy when £0.2m of costs relating to the Beverage
Metrics acquisition in May are excluded. A strong focus on cash drove EFCF of +£1.2m including
the £0.9m tax refund, and led to net debt improving to £2.1m from £3.4m at FY23. Following
today’s results, we upgrade our FY24 and FY25 EFCF and net cash, reiterate our FY24 adjusted
EBITA, and revise our FY24 and FY25 revenue forecasts, as we explain in more depth below. We
expect our new forecasts will establish a conservative floor and provide the opportunity to
outperform, as Vianet scales numerous attractive opportunities in both divisions, including: the
3G migration catalysing upgrades to Vianet's advanced 4G LTE solutions at existing and new
customers; Beverage Metrics enhancing the SmartDraught platform and accelerating the
opportunity to scale in the US; and the October 2023 win to supply an established forecourt
retailer highlighting successful expansion into new verticals. We reiterate our 210p target price
based on 12x FY25E EV/EBITDA, and at 79p, shares are trading on 12-month forward multiples of
only 1.5x EV/Sales, 5x EV/EBITDA, and 9% EFCF yield, vs Cavendish T40 & N50 peers on 2-3x
EV/Sales, 10-15x EV/EBITDA, and 3-5% EFCF yield. We look forward to new customer wins, strong
operating and financial momentum through 2024, and attractive M&A opportunities.

- Changes to forecasts — As we show from p8, we reiterate our FY24E adjusted EBITA, and upgrade
FY24E EFCF by £0.3m, which leads to FY24E and FY25E net debt improving by £0.3m to £2.1m
and £0.0m. At the same time, we revise our FY24E and FY25E group revenue by 9% following
delays caused by the 3G migration, and revise FY25E adjusted EBITA by 9% to £4.6m. We expect
our new forecasts will establish a conservative floor, and look forward to updates through 2024.

- Capitalising on untapped potential — Vianet’s investment case is focused upon scaling its
proprietary platforms. In Smart Zones, the Q4 23 launch of SmartDraught and Q1 24 BMI
acquisition create value in Vianet’s 90% share of the UK leased & tenanted market, expand the
UK TAM by c4x, and accelerate US expansion. In Smart Machines, evolution of SmartVend will
further differentiate the platform, and enable expansion into 15m machines worldwide. Proven
hardware creates very low churn levels, and 3 to 5-year contracts deliver recurring revenue of
over 80%. In the medium term, we expect the scaling of Saa$S solutions will drive gross margin to
over 70%, create strategically valuable data, and deliver platform economies of scale.

Key estimates 2021A 2022A 2023A 2024E 2025E
Year end: \ETd \UETd \UETd \UET \UET
Revenue £m 8.4 13.2 14.1 15.0 17.1
Adj EBITDA £m -0.1 2.9 3.6 3.9 52
Adj EBIT £m -2.4 0.2 0.8 1.2 2.5
Adj PBT £m -2.4 0.0 0.6 1.0 2.2
Adj EPS p -5.3 13 2.2 33 6.2
DPS p 0.0 0.0 0.5 0.6 0.7

Key valuation metrics

EV/sales X 3.0 1.9 1.8 1.7 1.5
EV/EBIT (adj) X -10.8 151.6 30.1 20.4 10.3
P/E (adj) X -14.9 59.3 35.6 24.2 12.7
Dividend yield % 0.0% 0.0% 0.6% 0.8% 0.9%
Free cash yield % -7.2% -0.9% -1.5% 6.0% 10.5%

Cavendish is the trading name for business conducted by both Cavendish Capital Markets Limited and Cavendish Securities plc. Cavendish produces non-independent research which is a marketing
communication under the Markets In Financial Instruments Directive and the Financial Conduct Authority’s Handbook Conduct of Business (COBS) rules. Accordingly, this document has not been prepared in
accordance with legal requirements to promote independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Both Cavendish

Capital Markets Limited (FCA registered no. 467766) and Cavendish Securities plc (FCA registered no. 416932) are authorised and regulated by the Financial Conduct Authority and are members of the

London Stock Exchange. Registered office: 1 Bartholomew Close, London EC1A 7BL.
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Income statement 2022A 2023A 2024E

Year end:

Sales £m 13.2 14.1 15.0 17.1
Gross profit £m 8.6 9.4 10.4 11.9
EBITDA (adjusted) £m 2.9 3.6 3.9 5.2
EBIT (adjusted) £m 0.2 0.8 1.2 2.5
Associates/other £m 0.0 0.0 0.0 0.0
Net interest £m -0.1 -0.2 -0.3 -0.3
PBT (adjusted) £m 0.0 0.6 1.0 2.2
Total adjustments £m -0.2 -0.2 -0.6 -0.2
PBT (stated) £m -0.2 0.5 0.4 2.0
Tax charge £m 0.4 -0.3 0.0 -0.3
Minorities/Disc ops £m 0.0 0.0 0.0 0.0
Reported earnings £m 0.2 0.2 0.4 1.7
Adjusted earnings £m 0.4 0.6 1.0 1.9
Shares in issue (year end) m 28.8 28.8 29.6 29.6
EPS (stated) p 0.6 0.6 13 5.7
EPS (adjusted, fully diluted) p 13 2.2 33 6.2
DPS p 0.0 0.5 0.6 0.7

12 December 2023

Growth analysis

Year end:

Sales growth % 57.9% 6.8% 6.4% 14.0%
EBITDA growth % n/m 26.9% 8.6% 31.6%
EBIT growth % 107.1% 404.2% 47.3% 98.3%
PBT growth % 101.2% n/m 52.7% 125.0%
EPS growth % 125.1% 66.5% 47.2% 89.7%
DPS growth % n/m n/m 20.0% 16.7%

Profitability analysis

Year end:

Gross margin % 64.8% 66.4% 69.1% 69.7%
EBITDA margin % 21.6% 25.6% 26.2% 30.2%
EBIT margin % 1.3% 6.0% 8.3% 14.4%
PBT margin % 0.2% 4.5% 6.5% 12.9%
Net margin % 3.0% 4.5% 6.5% 11.1%

Valuation analysis

Year end:

EV/EBITDA X 8.9 7.0 6.5 4.9
EV/EBIT X 151.6 30.1 20.4 10.3
P/E X 59.3 35.6 24.2 12.7

Cash flow analysis

Cash flow 2022A 2023A pLip2i13
Year end:

EBITDA £m 2.9 3.6 3.9
Net change in working capital £m -0.3 -15 -0.5
Other operating items £m -0.1 -0.1 -0.5
Cash flow from op. activities £m 2.4 2.0 3.0
Cash interest £m -0.1 -0.2 -0.3
Cash tax £m 0.0 0.0 0.9
Capex £m -2.5 -2.4 -2.2
Other items £m -0.0 0.2 -0.0
Free cash flow £m -0.2 -0.4 1.4
Acquisitions / disposals £m 0.0 0.0 0.0
Dividends £m 0.0 0.0 -0.1
Shares issued £m -0.1 0.0 0.0
Other £m -0.0 -0.0 0.0
Net change in cash flow £m -0.3 -0.4 1.3
Opening net cash (debt) £m -2.7 -3.0 -3.4
Closing net cash (debt) £m -3.0 -3.4 2.1

Year end:

Cash conv'n (op cash / EBITDA) % 84.0% 56.3% 75.7% 101.4%
Cash conv'n (FCF / EBITDA) % -7.7% -9.9% 35.6% 47.5%
U/lying FCF (capex = depn) £m -0.5 -0.8 0.9 1.9
Cash quality (u/I FCF / adj earn) % -115.9% -121.1% 93.6% 102.6%
Investment rate (capex / depn) X 5.0 4.5 4.1 4.1
Interest cash cover X 17.4 9.9 111 19.4
Dividend cash cover X n/a n/a 9.5 13.8

Working capital analysis

Year end:

Net working capital / sales % 9.7% 26.3% 21.6% 18.0%
Net working capital / sales days 35 96 79 66
Inventory (days) days 43 59 48 48
Receivables (days) days 74 98 86 86
Payables (days) days 82 61 54 67

Leverage analysis

Balance sheet 2022A 2023A 2024E

Year end:

Tangible fixed assets £m 33 3.4 33 3.4
Goodwill & other intangibles £m 23.8 233 23.4 22.7
Other non current assets £m 0.4 0.0 0.0 0.0
Net working capital £m 13 3.7 3.3 3.1
Other assets £m 0.0 0.0 0.0 0.0
Other liabilities £m 0.0 -0.8 -0.8 -0.6
Gross cash & cash equivs £m 16 0.1 1.1 2.8
Capital employed £m 30.3 29.6 30.3 31.5
Gross debt £m 4.6 3.6 3.4 3.0
Net pension liability £m 0.0 0.0 0.0 0.0
Shareholders equity £m 25.7 26.0 26.9 28.5
Minorities £m 0.0 0.0 0.0 0.0
Capital employed £m 30.3 29.6 30.3 315

Year end:

Net debt / equity % 11.8% 13.7% 8.4% 0.5%
Net debt / EBITDA X 11 1.0 0.6 0.0
Liabilities / capital employed % 15.2% 12.3% 11.2% 9.4%

Capital efficiency & intrinsic value

Year end:

Adjusted return on equity % 1.5% 2.5% 3.6% 6.7%
RoCE (EBIT basis, pre-tax) % 0.6% 2.9% 4.1% 7.9%
RoCE (u/lying FCF basis) % -1.5% -2.6% 3.0% 6.2%
NAV per share p 89.3 90.1 90.8 96.2
NTA per share p 6.6 .3 11.8 19.4
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Investment case

H1 shows adj EBITA +7% yoy and a strong cash performance (p8)

H1 revenue of £7.2mis in line with the trading update, 87% of H1 revenue was recurring, and
in light of the delays caused by the 3G migration, we conservatively revise our FY24 and FY25
revenue forecasts by 9%, and expect our new forecasts will establish a conservative floor that
provides the opportunity to outperform, as Vianet scales numerous attractive opportunities in
both divisions.

H1 gross profit grew +8% yoy to £5.0m at a gross margin of 69% vs 64% in H1 23, as the group
continued to benefit from the easing of global semiconductor shortages and realised cost
efficiencies in Smart Zones, and as the software platform scales and incremental recurring
revenue grows, we continue to expect gross margin will increase to over 70% in the medium
term.

H1 adjusted EBITA grew +7% yoy to £1.3m, or +24% yoy excluding £0.2m of cost from the
Beverage Metrics acquisition, we reiterate our FY24 adjusted EBITA forecast of £3.4m, and
revise our FY25 forecast to £4.6m or +36% yoy growth.

A strong focus on cash has delivered H1 24 EFCF of +£1.2m with H1 net debt at £2.1m after
£3.4m at FY23, we importantly upgrade our FY24 EFCF to £1.4m from £1.1m and reiterate our
FY25 EFCF of £2.5m, and we upgrade our FY24 and FY25 net debt forecasts to £2.1m and £0.0m
from £2.4m and £0.3m, including unchanged DPS forecasts of 0.6p and 0.7p in FY24 and FY25.

Following H1 results, we summarise the changes to our forecasts in the table on p15.

The H1 v H2 split reflects Smart Machines scaling in H2, as we show in the table on p16.

Valuation (p17)

Vianet’s Cavendish Tech 40 and Next 50 peers are trading on 12-month forward multiples of 2-
3x EV/Sales with +10-16% NTM Sales growth, 10-15x EV/EBITDA with +12-21% NTM EBITDA
growth, and 3-5% EFCF yields.

We value Vianet at 210p based on 12x FY25 EV/EBITDA, and it currently trades on 12-month
forward multiples of 1.5x EV/Sales with NTM Sales growth of +12%, EV/EBITDA of 5x with NTM
EBITDA growth of +25%, and an EFCF yield of 9%.

Management, board, and major shareholders (p19)

Vianet’s major shareholders include the CEO & Chairman owning over 17%, and a range of
institutional investors.

Vianet benefits from a strong leadership team and board, with extensive experience of
technology, hospitality, vending, and public markets.

Our Vianet Need to Know table on p20.

Vianet’s complementary divisions

Smart Zones

As the integrated Beverage Metrics-SmartDraught software platform scales, we expect Smart
Zones will deliver strong financial growth through expanding into new segments of the UK
hospitality market, expanding in the US and Europe, and expanding into adjacent verticals.

Solutions & technology

The Smart Zones division (c60% of FY23 group revenue) provides integrated software and
hardware solutions that enable hospitality venues to:

» Track core beer flow, drinks, and customer payments data from numerous devices.
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» Analyse a wide range of data points on a single cloud-based platform.
» Leverage the platform to enhance the efficiency of their operations.
The solutions include:

» Flow meters — Vianet’s flow meters are installed within beer lines in hospitality venues such
as pubs, clubs, hotels, and restaurants, and enable customers to collect real-time data and
insights on every drink poured from each tap. The existing Intelligent Flow Meter (IFM) device
collects data on a range of indicators such as beer flow, temperature, fluid density, and line
cleaning regimes, to establish the effectiveness and efficiency of the beer operation. Further
technology investment in temperature and line cleaning systems is enabling Vianet to deploy
its standard flow meter, which reduces the entry cost for customers, and will support new
customer wins across each of the group’s target markets.

v

Communications hub and payment systems — Vianet’s 4G LTE communications hub enables
one device to collate data from numerous data-gathering devices such as flow meters,
inventory trackers, payment systems, and utility meters, then communicates the data onto
Vianet’s cloud-based platform. The communications hub is compatible with both Vianet and
third-party devices, which enables Vianet’s platform to collect and analyse a wide range of
data to provide insights.

v

Cloud-based software platform — Vianet has developed proprietary software to process the
data collected, then present actionable insights so that customers can enhance their
operational effectiveness, efficiency, and profitability. The current iDraught platform was
launched in 2008, and has focused upon optimising pouring yield, temperature, waste
management, and till yield/EPOS shrinkage. Following launch in Q4 23, Vianet will focus on
scaling the modular SmartDraught platform, which enables customers to manage more areas
of their premises through the Smartinsight dashboard, adds new features, and increases the
appeal of Vianet’s platform to independent owners, managed venues, and brands. Integrating
the May 2023 Beverage Metrics acquisition with SmartDraught then creates a comprehensive
drinks management solution, and has fast-tracked the hospitality product roadmap by c12-18
months.

The platform readily integrates through APIs into other software systems, and is cloud-based
in Microsoft Azure after Vianet completed its transition to the cloud in May 2022. Existing
iDraught customers will be able to convert to SmartDraught as its capabilities continue to
expand, and management will focus on selling SmartDraught into new venues in the
independent and managed segments of the market, as well as developing Brand insights.

Total addressable market and market share

The core market for Smart Zones is the leased and tenanted sub-sector of the UK hospitality
market:

» Leased and tenanted venues, such as pubs, are operated by individual tenants for corporate
landlords, which are typically pub companies. Vianet's strength in this segment reflects the
group’s original focus on monitoring the volume and quality of drinks served by tenants for
pub companies, in managing compliance of the beer tie.

» There are currently c11k leased venues within the UK hospitality market, which compares to
Smart Zones predominantly UK customer base of c10k. Since 2008 the number of UK leased
venues has declined from c19k, which has impacted the Smart Zones customer base given
Vianet’s strength in the segment.

We are not aware of any competitors for Smart Zone’s core solutions in the UK hospitality
market, and there are many venues operating without a solution, as operators focussed
investment in other areas rather than draught beer monitoring despite the attractive return on
investment. However, the ongoing cost of living crisis is stretching price increase elasticity for
operators in the hospitality sector, which makes the performance and productivity gains
available from Vianet increasingly attractive.

As Vianet expands the capabilities of the SmartDraught platform, we expect Vianet willincrease
its UK total addressable market by c4x, through targeting the c32k company-owned managed,
and individually owned independent, hospitality venues in the UK.
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We also expect the greater range, volume, and quality of data collected by SmartDraught will
increase the data insights that the platform can provide to major drinks and TV companies, and
enhance their understanding of market, regional, and site performance. Vianet’s initial work
with the Oxford Partnership has already led to early traction from brands buying yearly
subscription data.

Beyond the UK, Vianet has developed European and US operations, including through the
acquisition of Beverage Metrics in the US, where it can initially target over 50k bars and chains
in the 382k addressable market. As SmartDraught scales, we expect management will focus on
expanding the US operations, and we note that it already has several leads with major US
chains.

Beyond the hospitality market, Smart Zones’ technology is applicable to numerous fields where
the flow, quality, and/or temperature of liquids can be monitored to enhance operations.
Management is pursuing opportunities including catering, forecourts, and oil & gas, and we
note that the modular design of the proprietary platform will enable agile customisation for
applications in new fields. Successful scaling of Smart Zones into new verticals could drive
transformational revenue growth for the group, while further diversifying the revenue mix from
Smart Zones and Smart Machines.

Smart Machines

- We expect Smart Machines will scale by winning new customers and expanding with existing
customers, as its differentiated solutions and the evolving SmartVend platform, will capitalise
on the global opportunity to upgrade unattended retail vending and coffee machines.

Solutions & technology

The Smart Machines division (c40% of FY23 group revenue) provides integrated software and
hardware solutions to enable owners of unattended retail machines to:

» Collect digital payments from customers.

» Track product and payments data on a single cloud-based platform.
» Leverage the platform to enhance the efficiency of their operations.
It is complementary to Smart Zones, and features:

» Contactless payment devices — To enable payments for unattended vending machines, Vianet
has developed contactless payment devices that facilitate payments with the most secure PCI
level 1 compliance, and that transfer funds into an owners account within 24 hours. It is
supported by leading industry partners Elavon, Worldpay, and NMI, and benefits from the PCI
Master Merchant service, which speeds up the onboarding of customers and enhances the
cost-effectiveness of the payment process for customers. The new SmartContact Pro All-In-
One device also features a touch screen display, and integrated telemetry capabilities.

» Telemetry devices — Vianet’s telemetry devices are easy to install, can be installed on virtually
any machine, and offer both LAN and SIM capabilities so that they can connect to a network
in many locations. They transmit real-time and granular inventory, sales, and payment data
through firmware that securely encrypts all data. Customers can then remotely view and
analyse a wide range of data on the SmartVend software platform.

Cloud-based software platform — The SmartVend platform was developed and launched in
2020, and enables customers to optimise their operations through data-driven, actionable
insights. The platform’s capabilities are expanding in phases, with management expecting the
migration to be completed by summer 2024, and functionality ranging from insights into
machine efficiency and product/stock success, to analysing payments data and exporting it
through APIs, to scheduling engineer routes to minimise the carbon footprint and boost
profitability. The platform is cloud-based following the group’s migration to the cloud in May
2022, and management is developing more cloud-native features to enable customers to
maximise the value of the data collated by the platform. The feature-rich new platform and
already award-winning solutions create a strong selling proposition, and we look forward to
developments that can further differentiate SmartVend, drive new customer wins, and deliver
strong financial growth.
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Total addressable market and market share

Smart Machines is currently focused on the UK and Europe, with a small presence in the US.
The H1 24 footprint of ¢35k machines (with c56k connected devices) compares to c300k
machines in the UK, a further 3m machines in mainland Europe, and c¢15m machines
worldwide.

As less than 30% of global machines currently have connectivity, there is ample scope for Vianet
to win new contracts from existing and new customers, as they upgrade machines from cash
to contactless technology, and recognise how data insights can enhance their performance.
Future Market Insights highlights global market growth in intelligent vending machines from
$10.6bn in 2022 to $37.3bn in 2032, and the global coffee machine market is expected to scale
to $11bn by 2027.

Within the market, Smart Machines already works with major customers such as Compass,
Jacobs Douwe Egberts, and Lavazza, who signed a new 3-year contract in January 2022 for
Vianet’s solutions in 3,000 units in Lavazza’s UK managed estate, and preferred supplier access
to a further 10,000 machines in Lavazza’s direct estate.

The Lavazza contract followed a rigorous tender process, and Smart Machines is able to
differentiate from peers due to the:

» Investment in facilitating payments, where it is PCl level 1 compliant, and can offer faster
payment terms than peers such as Nayax, which is a Nasdaq listed, Israel based competitor.

» Investment in the integrated SmartVend, with Vianet being able to offer customers an
increasingly capable software suite that enables the management of stock levels, service
schedules, payments, and finance/accounting from one platform. SmartVend is the only
independent, fully owned, end-to-end solution that we are aware of in the group’s markets,
and following expansion of the platform’s capabilities through 2023, we expect Vianet's
momentum with new and existing customers will continue to build through 2024.

» Investment in support, with Vianet leading the way with established in-house customer
experience, engineering support, and field service teams who back up the Group’s focus on
being the trusted advisor for customers.

Beyond the UK and Europe, we expect Smart Machines will expand in the US and other global
markets in the medium term. The modular SmartVend platform will support the division scaling
into new markets, as it can be easily customised to accommodate new currencies, features,
and languages.

We also expect that management will continue to explore opportunities in adjacent markets
such as car washes, charging points, ticket machines, laundromats, arcade games, and
photobooths, and note that the SmartVend platform and existing hardware would readily
facilitate expansion into these verticals. The November 2022 partnership with Suresite and
March 2023 partnership with Vendekin will also accelerate Vianet’s expansion into these new
markets, including the October 2023 win to supply an established forecourt retailer with c800
Trio IQ Smart Contact Pro solutions, in partnership with Suresite.

Structural position
The complementary Smart Zones and Smart Machines divisions benefit from:

» High switching costs — The upfront costs to install Vianet’s equipment leads to very low levels
of churn of less than 2% in both divisions from a revenue perspective, excluding premises or
machines that have closed down. As Vianet continues to expand the capabilities of
SmartDraught and SmartVend, we expect the functionality of the software platform will
further increase the costs of switching to an alternative and inferior solution, and enhance
customer retention.

» Early mover advantage and strong reputation — Through providing beer flow monitoring to
hospitality customers for over 15 years, and supporting vending customers migrate to digital
solutions for over 10 years, the group has developed a deep understanding of customers, and
focused investment to meet and exceed their needs. The 2022 and 2023 Vending Industry
Awards that SmartVend won for ‘Best Payment System’ highlight that the group’s expanding
solutions are already resonating with customers.
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» Proprietary technology — Throughout the disruption caused by COVID-19, management
continued to invest in developing the group’s software and hardware. The PCl level 1
compliance of the payments system and the expanding capabilities and insights of the
software platform are not matched by peers, and we expect that investment in the platform
will drive new customer wins in new and existing segments in the coming years.

v

Platform economies of scale — Following the group’s migration into the cloud in May 2022,
and the ongoing expansion of SmartDraught and SmartVend, the group is only at the start of
realising platform economies of scale. As momentum continues to build in the coming years,
we expect the software platform will drive greater levels of high gross margin SaaS revenue,
which will drive strong growth in EBITDA and cash.

v

Strategically valuable data — Following the upgrades to SmartVend and SmartDraught, Vianet
can aggregate the data flowing through its cloud-based platform, and provide insights to
customers, industry bodies, governments, and other stakeholders. We expect the initial
relationship with the Oxford Partnership will only be the start of an attractive new revenue
stream, which will further enhance the group’s reputation, and potentially increase the
group’s value as part of a larger platform.

Catalysts

We look forward to Vianet demonstrating strong operating and financial momentum at its FY24
trading update and results, material new customer wins and/or partnership agreements in
existing and new verticals, and attractively valued M&A opportunities.

For example, the strategic move into unattended retail petrol forecourts, where Vianet has
now established a beachhead with the October 2023 order announcement with a significant
operator, could be followed by new customer wins from several live commercial trials.
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H1 shows adj EBITA +7% yoy and a strong cash performance

H1 revenue of £7.2m is in line with the trading update, 87% of H1 revenue was recurring, and in
light of the delays caused by the 3G migration, we conservatively revise our FY24 and FY25
revenue forecasts by 9%, and expect our new forecasts will establish a conservative floor that
provides the opportunity to outperform, as Vianet scales numerous attractive opportunities in
both divisions

In H1 24, group revenue grew +0.2% yoy to £7.2m, with Smart Zones -0.7% yoy to £4.1m, and Smart
Machines +1.5% yoy to £3.1m. Within the divisions:

Smart Machines secured 37 new contracts with lengths of 3-5 years, and renewed 8 existing
contracts, typically with lengths of 5 years. The division delivered sales of 5.2k units vs 6.3k in
H1 23, as customers initially delayed H1 24 orders as they planned for the UK mobile network
operators switching off 3G networks from 2024. Vianet’'s proactive support in transitioning
customers from 3G to 4G has transformed the initial challenge into a sales catalyst in H2, and
the company is now not only upgrading its existing customer base, but also capturing new
business by replacing competitors’ 3G units with Vianet’s advanced 4G LTE solutions.

The division is also successfully expanding into complementary new verticals, including
forecourt retailers, following the October 2023 win to supply an established forecourt retailer
with c800 Trio IQ Smart Contact Pro solutions in partnership with Suresite, and much more
potential to unlock in this area.

- Smart Zones achieved two new long-term contracts, renewed three existing contracts, and
experienced a deceleration in the closure rate of pubs within the core UK base, with a net
decrease of 150 sites leading to a UK base of 9.7k. The division has now started to make inroads
into the UK managed sector, and following the acquisition of Beverage Metrics in May 2023,
the integration of SmartDraught and BMI creates a comprehensive beverage management
solution that has accelerated the hospitality product roadmap by 12-18 months, and can
accelerate growth in new UK segments.

The acquisition of BMI has also strengthened the division’s foundation in the US, including by
facilitating a partnership with a prominent alcohol procurement provider in the US. Combined
with existing strategic alliances, there are currently several promising engagements with major
US chains, which can pave the way for profitable US expansion in H2 and FY25.

In light of the delays caused by the 3G migration, we revise our FY24 and FY25 Smart Machines
forecasts by 15% and 13%, which leads to group revenue forecasts 9% lower in both years. We
expect our new forecasts will establish a conservative floor and provide the opportunity to
outperform, as Vianet scales numerous attractive opportunities in both divisions, across the UK, US,
and Europe.

Figure 1: We expect Smart Machines will drive H2 24 group Figure 2: After voluntarily reducing service fees in response to

revenue to £7.8m from £7.2m in H1 24 COVID-19, we expect FY25 revenue will surpass FY20
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Underlying the H1 performance, the group’s revenue benefits from both divisions generating recurring
revenue from contracts with a typical duration of 3-5 years, and equipment revenue to cover the costs
of Vianet installing equipment within a premises or on a machine. Revenue is split with:

87% from recurring revenue in H1 24 — Vianet’s recurring revenue includes contracts for service
packs, licenses, contracted data provision, compliance contracts, and rentals. The strong growth
in connected device installations by Smart Machines has driven recurring revenue for the
division to 77% of H1 24 revenue, while recurring revenue for Smart Zones was 94% in H1 24.

As Smart Machines and Smart Zones win new customers in the coming years, we expect
recurring revenue will move towards 84-86%, as Vianet will initially install capital-based
equipment for new customers. The greater installed base will then fuel growth in contracted
recurring revenue in the medium term, especially as the SmartDraught and SmartVend
platforms add more value for customers, and enable the group to scale SaaS revenue.

We note that the decline in recurring and group revenue in FY21 was due to Vianet voluntarily
agreeing to support Smart Zones customers with contract variations through the mandatory
lockdown periods of the pandemic, by reducing service fees by up to 70%. The 3-5 year
contracts with customers remained in place, and Smart Zones has now returned to billing
customers 100%.

- Over 90% generated in GBP — Most customers pay for their solutions in GBP, with some small
customers in the US and Europe paying in USD and EUR. As the group scales in the US following
the acquisition of Beverage Metrics, we expect an increase in the number of customers paying
in USD, and note that Vianet will be able to naturally hedge the USD revenue through the
increase in USD opex to drive US growth.

- Only two customers accounting for over 10% of group revenue — In FY23, two Smart Zones
customers individually accounted for over 10% of group revenue, and combined they
generated £3.7m or 26% of FY23 revenue. Both customers only moved above 10% of group
revenue in FY22, and only one Smart Machines customer accounted for over 10% of group
revenue in FY21. As both Smart Zones and Smart Machines scale in the coming years, we expect
the group will move to no customers accounting for over 10% of group revenue, unless there
is a contract win to install a large number of devices upfront.

To drive our group revenue forecasts, we model the KPIs for each division, and split the revenue
between recurring and installation.

Within Smart Zones, we expect that the scaling of SmartDraught in 2024 will drive a return to growth
in the number of premises in FY25, as the SmartDraught proposition will enable Vianet to expand
into UK independent and managed venues. We expect the division’s core leased market is likely to
continue to see some venues close in FY24 and FY25, which has been responsible for the decline in
the customer base since 2016.

In our forecasts for Average Recurring Revenue Per Customer Site (ARRPC), we conservatively do
not include an increase beyond the ARRPC generated by the group in FY20. As the capabilities of
SmartDraught create more value for customers, we expect management is likely to have the
opportunity to increase software pricing, which will generate a higher level of high gross margin
SaaS revenue, strong operational gearing, and upside to our forecasts.
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Figure 3: While the Smart Zones customer base has declined due Figure 4: We conservatively assume that ARRPC does not return
to venues closing, we expect expansion into the managed and to FY20 levels, and expect that the expanding capabilities of
independent segments will deliver a return to growth in FY25 SmartDraught will create opportunities to increase ARRPC
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Within Smart Machines, we expect the award-winning solutions will continue to win new customers
and expand with existing customers, which will drive the number of connected devices from c48k
in FY22 to 70k in FY25.

Similarly to Smart Zones, we conservatively assume that the increasing capabilities of SmartVend
will not drive an increase in the Average Recurring Revenue Per Connected Device (ARRPCD) in our
forecasts. As customers recognise the value of the new modules being deployed, we expect that
ARRPCD has the potential to increase to the levels seen in FY18-20, which would deliver
operationally geared upside to our current forecasts.

Figure 6: We conservatively assume that ARRPCD remains at

Figure 5: We expect Smart Machines’ footprint will continue to
c£90, and note that SmartVend could increase ARRPCD beyond
the levels seen in FY18-FY20

scale, with new contract wins from both new and existing
customers
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H1 gross profit grew +8% yoy to £5.0m at a gross margin of 69% vs 64% in H1 23, as the group
continued to benefit from the easing of global semiconductor shortages and realised cost
efficiencies in Smart Zones, and as the software platform scales and incremental recurring
revenue grows, we continue to expect gross margin will increase to over 70% in the medium term

H1 24 gross profit grew +8% yoy to £5.0m at a gross margin of 69% vs 64% in H1 23, as the continued
easing of global semiconductor shortages and supply chain disruption supported equipment costs
continuing to normalise, and management realised cost efficiencies within the Smart Zones division.

Since 2020 the group’s gross margin has been impacted by the global semiconductor shortage,
particularly in Smart Machines, where gross margin fell from over 70% in FY19 to ¢50-60% from
FY21. To mitigate the impacts, management strategically focused on offering attractive equipment
pricing to core customers to scale the recurring revenue footprint, and deliver the platform’s
medium-term potential.

Figure 7: The group’s gross profit margin has been impacted by Figure 8: We expect a group gross margin of c69-70% in our

forecasts to FY25, and note that higher gross margin software
revenue could drive upside to our forecasts

increased equipment costs, and H1 24 gross margin benefitted
from efficiencies within Smart Zones
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In response to any future pressures, we expect management will continue to opportunistically
source chips, and strategically choose to either continue pricing to expand the recurring revenue
footprint, or pass through costs to customers.

Over FY24, we expect gross margin will remain at 69%, as more equipment is installed to drive future
recurring revenue. As the group can then scale the contribution of recurring revenue from its

software, we expect the gross margin will increase to over 70% in the medium term.

We note the main costs included in the group’s gross profit are the costs of hardware, engineer
installation and customer support costs, and the payments system costs within Smart Machines.
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Figure 9: We expect Smart Machines and Smart Zones will drive Figure 10: We expect FY25 gross profit will scale to surpass FY20
H2 24 gross profit to £5.4m gross profit of £11.1m
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H1 adjusted EBITA grew +7% yoy to £1.3m, or +24% yoy excluding £0.2m of cost from the
Beverage Metrics acquisition, we reiterate our FY24 adjusted EBITA forecast of £3.4m, and revise
our FY25 forecast to £4.6m or +36% yoy growth

H1 adjusted EBITA grew +7% yoy to £1.3m, as the increase in gross profit combined with selective
opex investment across the divisions. The H1 figure also includes £0.2m of support for the acquisition
of Beverage Metrics in May 2023, with adjusted EBITA excluding the acquisition +24% yoy.

Following the 9% change to our revenue forecast, we reiterate our FY24 adjusted EBITA forecast, as
we now expect gross profit margin will be c2% pts higher, and reduce our FY24 opex forecast by
c11%, as management selectively invests in growth.

We then lower our FY25 adjusted EBITA forecast by 9%, as the 9% revenue change leads to gross
profit 9% lower at an unchanged gross margin of 70%, and opex including depreciation is also
9% lower.

We expect that our new forecasts for adjusted EBITA will establish a conservative floor, and expect

that any revenue upside, particularly from high margin software revenue, would gear strongly to
our adjusted EBITA forecasts.
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Figure 11: We expect H2 24 to show a similar uplift to H2 23, Figure 12: H1 24 adjusted EBITA includes £0.2m of support for
with a material increase in the performance of Smart Machines the acquisition of Beverage Metrics in May 2023
Adjusted EBITA by division (Em) Gross profit breakdown to adjusted EBITA (£m)
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Figure 13: After reducing opex in response to COVID-19, we
expect selective investment to capitalise on the opportunities

Figure 14: We reiterate our FY24 adjusted EBITA forecast of
£3.4m, and revise our FY25 forecast to +36% growth
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14 8
11.9
11.1
12 10.4 6
10
4.6 4
8
0.5
2
6
4 0
6.8
2
-2
0
-4
-2 2020 2021 2022 2023 2024E 2025E
2020 2021 2022 2023 2024E 2025E .
I Smart Zones I Smart Machines
MW Adjusted opex M Adjusted depreciation ™ Adjusted EBITA = Other / Central = Company adjusted EBITA
Source: Cavendish Source: Cavendish

A strong focus on cash has delivered H1 24 EFCF of +£1.2m with H1 net debt at £2.1m after £3.4m
at FY23, we importantly upgrade our FY24 EFCF to £1.4m from £1.1m and reiterate our FY25 EFCF
of £2.5m, and we upgrade our FY24 and FY25 net debt forecasts to £2.1m and £0.0m from £2.4m
and £0.3m, including unchanged DPS forecasts of 0.6p and 0.7p in FY24 and FY25

The main delta between EBITDA and EFCF relates to changes in working capital, capex, tax, and
interest, as Vianet operates with gross debt of c£3m.

In response to the impacts of the pandemic in FY21, management took strong measures to manage
the group’s working capital and protect the group’s cash, and in our forecasts we assume <£1m of
working capital outflows as the group invests in inventory and scales revenue.

13
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Since 2020, management has strategically invested c£2.4-3.0m in capex, including £1.9-£2.3m of
development costs to migrate to the cloud and upgrade the software platform. Following this period
of investment, we expect capex will moderate to c£2.2m pa, as the group selectively invests to win
new customers and drive revenue growth on the platform.

After the group received a £0.9m tax refund in H1 24, the remaining c£2m of tax losses and R&D
tax relief means that we do not expect the group will pay cash tax in FY24, before we include c£0.3m
of cash tax in FY25.

We then include £0.3m pa of interest payments, with the group benefitting from the banking
facilities moving to HSBC.

Figure 15: H1 24 EFCF of +£1.2m included £0.9m of tax refund,

and no WC outflow, after outflows through FY23

EFCF breakdown (£m)

Figure 16: H1 24 net cash increased to £2.1m, with the group

acquiring Beverage Metrics for an initial £0.6m in shares
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Following the return of a 0.5p dividend at FY23 results in June, we expect the Board will evaluate
increasing shareholder returns, and we reiterate our FY24 and FY25 DPS of 0.6p and 0.7p.

We also expect the Board will continue to monitor potential M&A opportunities such as Beverage
Metrics, which was acquired in May 2023 for an initial £0.6m in shares at a price of 82.5p, and a
deferred consideration of 7% of net revenue of Vianet Americas from April 2024-December 2028 in
cash, capped at £4m.
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Figure 17: We expect a return to EFCF generation in FY24, with Figure 18: We continue to expect the board will increase the
capex moderating to £2.2m pa, and EBITDA scaling to £3.9m dividend to 0.6p in FY24 and 0.7p in FY25

EFCF breakdown (£m) Net cash/(debt) evolution (Em)
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Following H1 results, we summarise the changes to our forecasts

Figure 19: Changes to our Vianet forecasts (EC = Estimate Changes; NE = New Estimates; PE = Previous Estimates)

EC NE PE

2023 2024E 2025E 2023 2024E 2025E 2023 2024E 2025E
Smart Zones £m 0.0% -4.1% -5.1% 8.2 8.3 8.8 8.2 8.7 9.2
Smart Machines £m 0.0% -14.6% -12.8% 6.0 6.7 8.3 6.0 7.8 9.6
Group revenue £m 0.0% -9.1% -9.0% 14.1 15.0 17.1 14.1 16.5 18.8
Group revenue growth % 7% 6% 14% 7% 17% 14%
Gross profit £m 0.0% -6.2% -9.4% 9.4 10.4 11.9 9.4 111 13.2
Gross profit growth % 10% 11% 15% 10% 18% 19%
Gross margin % 66% 69% 70% 66% 67% 70%
Adj opex £m 0.0% -10.8% -11.6% -5.8 -6.4 -6.8 -5.8 -7.2 -7.6
Adj EBITDA (pre SBP) £m 0.0% 2.4% -6.4% 3.6 3.9 5.2 3.6 3.8 5.5
Adj EBITDA growth % 27% 9% 32% 27% 6% 44%
Adj EBITDA margin % 26% 26% 30% 26% 23% 29%
Adjusted EBITA fm 0.0% 0.0% -9.0% 3.1 34 4.6 3.1 3.4 5.1
Reported EPS (diluted) p 0.0% -12.5% -3.9% 0.6 1.3 5.7 0.6 1.5 5.9
Adjusted EPS (diluted) p 0.0% 33.6% -5.2% 2.2 3.3 6.2 2.2 2.4 6.5
DPS p 0.0% 0.0% 0.0% 0.5 0.6 0.7 0.5 0.6 0.7
EFCF (unadjusted cash) fm -39.3% 25.6% 0.3% -0.4 14 2.5 -0.6 1.1 2.4
Net cash/(debt) £m 0.0% -13.1% nm -34 -2.1 0.0 -34 -2.4 -0.3

Source: Cavendish
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The H1 v H2 split reflects Smart Machines scaling in H2

Figure 20: Interims in context

H1 H2 H1 H2 FY FY H1 23 H1 24

2023 2023 2024 2024E 2023 2024E / FY23 / FY24E

Smart Zones £m 4.2 4.0 4.1 4.2 8.2 8.3 51% 50%

Smart Machines £m 3.0 2.9 3.1 3.6 6.0 6.7 51% 46%

Group revenue £m 7.2 6.9 7.2 7.8 14.1 15.0 51% 48%
Group revenue growth % 13% 1% 0% 13% 7% 6%

Gross profit £m 4.6 4.8 5.0 5.4 9.4 10.4 49% 48%
Gross profit growth % 14% 5% 8% 13% 10% 11%
Gross margin % 64% 69% 69% 69% 66% 69%

Adj opex £m -3.2 -2.6 -3.4 -3.0 -5.8 -6.4 55% 53%

Adj EBITDA £m 15 2.2 1.6 2.4 3.6 3.9 40% 40%
Adj EBITDA growth % 29% 26% 8% 9% 27% 9%
Adj EBITDA margin % 20% 31% 22% 30% 26% 26%

Adjusted EBITA £m 1.2 19 13 2.1 3.1 34 39% 38%
Reported net income £m -0.1 0.2 -0.2 0.6 0.2 0.4
Adj net income £m 0.0 0.6 0.2 0.8 0.6 1.0
EFCF (unadj cash) £m -0.6 0.2 1.2 0.2 -0.4 14
Net cash/(debt) £m -3.6 -3.4 -2.1 -2.1 -3.4 -2.1

Source: Cavendish

16



VIANET 12 December 2023

H1 progress highlights the platform’s growth potential

Valuation

Vianet's Cavendish Tech 40 and Next 50 peers are trading on 12-month forward multiples of 2-3x
EV/Sales with +10-16% NTM Sales growth, 10-15x EV/EBITDA with +12-21% NTM EBITDA growth,
and 3-5% EFCF yields

Figure 21: Valuation of Vianet’s Cavendish Tech 40 and Next 50 peers (table shows 12-month forward multiples and growth rates of 12-

month forward estimates vs the last 12 months; index and peer figures are median)

Sec Mkt Cap EV/ Sales EV/ EBITDA P/E EPS FCF

Cey (Em) Sales Growth EBITDA Growth Growth Yield
Aferian £ 11 0.5 11.0% 3.4 78.2% nm nm 65.8%
Big Technologies £ 549 8.4 10.1% 14.3 8.6% 21.0 5.7% 5.1%
Corero £ 41 1.9 10.1% 18.1 41.4% nm nm 0.3%
Microlise £ 111 1.4 7.0% 9.7 13.6% 22.7 11.9% 5.3%
Nexteq £ 64 0.5 4.5% 3.9 10.7% 7.3 8.8% 12.5%
Oxford Metrics £ 130 1.4 9.7% 6.9 18.8% 19.8 12.6% 5.6%
Quartix £ 75 2.3 7.4% 13.6 4.2% 18.9 -2.0%
Seeing Machines £ 216 3.7 22.0% nm nm nm nm -0.3%
Thruvision £ 30 2.1 30.0% nm nm nm nm -2.6%
Cav T40 & N50 integrated software & hardware peers 75 19 10.1% 9.7 13.6% 19.8 8.8% 5.2%
Bango £ 134 3.0 18.3% 6.5 122.3% 11.6 nm 5.4%
Boku £ 427 4.7 14.5% 14.1 15.1% 28.5 16.3% 3.8%
Eckoh £ 105 2.5 6.3% 9.7 8.6% 16.3 6.7% 5.4%
Fonix £ 212 2.7 7.8% 14.6 9.5% 21.9 6.1% 4.3%
PCI-PAL £ 31 1.5 30.5% 13.9 nm 54.3 nm -0.9%
Cav T40 & N50 payments peers 134 2.7 14.5% 13.9 12.3% 21.9 6.7% 4.3%
1Spatial £ 51 1.5 17.7% 8.2 17.1% 15.8 30.3% 2.1%
ActiveOps £ 66 2.0 7.9% 335 84.1% 75.1 152.1% 4.8%
Cerillion £ 416 8.7 12.8% 20.2 7.1% 29.1 4.4% 2.6%
D4t4 £ 72 1.8 17.9% 9.7 24.6% 15.6 23.8% 5.6%
Eagle Eye £ 147 2.3 17.1% 11.1 20.5% 335 86.4% 2.8%
Eleco £ 69 1.9 15.6% 8.9 21.8% 19.4 23.0% 43.0%
ENGAGE XR £ 12 0.1 35.3% nm nm nm nm -20.8%
essensys £ 25 0.7 6.0% 15.3 nm nm nm -14.3%
1QGeo £ 190 3.9 18.2% 20.5 51.1% 39.2 97.7% 2.4%
Tracsis £ 286 3.2 5.3% 15.2 10.3% 23.0 5.5% 4.2%
Cav T40 & N50 enterprise & specialist software peers 71 1.9 16.4% 15.2 21.1% 26.1 27.1% 2.7%
CavTech 40 288 2.4 8.3% 9.8 9.5% 17.8 6.7% 5.2%
Cav Next 50 43 1.5 12.4% 8.7 23.1% 16.7 5.8% 4.7%

Source: Cavendish
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We value Vianet at 210p based on 12x FY25 EV/EBITDA, and it currently trades on 12-month
forward multiples of 1.5x EV/Sales with NTM Sales growth of +12%, EV/EBITDA of 5x with NTM
EBITDA growth of +25%, and an EFCF yield of 9%

Figure 22: Vianet multiples at the current and target price, and Next Twelve Month (NTM) growth of the relevant financials

NTM At current: 79p At target: 210p

Growth 12m fwd 2024 2025 12m fwd 2024 2025
Diluted Shares outstanding m 30.6 30.6 30.6 30.6
Market cap (diluted) £m 24.2 24.2 64.2 64.3
Net debt/(cash) inc leases £m 2.2 0.1 2.2 0.1
Other EV adjustments £m 0.0 0.0 0.0 0.0
Rolling Group EV £m 26.4 24.3 66.5 64.5
Adj net cash/(debt) /share p -6.8 0.0 -6.8 0.0
EV/Sales X 11.8% 1.5 1.8 1.4 3.9 4.4 3.8
EV/EBITDA X 25.0% 5.2 6.7 4.7 13.6 16.9 12.5
EV/EBIT X 86.6% 11.9 21.2 9.8 31.0 53.3 26.1
EV/OpFCF (unadj cash) X 213.6% 9.7 20.6 7.7 25.2 51.9 20.4
P/E (adjusted, diluted) X 80.0% 14.9 24.2 12.7 39.6 64.3 33.9
P/E (reported, diluted) X 302.4% 18.3 60.7 14.0 48.5 161.4 37.2
EFCF yield (unadj cash) % 146.7% 8.8% 5.8% 10.2% 3.3% 2.2% 3.8%
Dividend yield % 17.6% 0.8% 0.8% 0.9% 0.3% 0.3% 0.3%
Adj ND/EBITDA exc leases X 25.0% 0.1 0.5 0.0 0.1 0.5 0.0

Source: Cavendish
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Management, board, and major shareholders

Vianet's major shareholders include the CEO & Chairman owning over 17%, and a range of
institutional investors

Figure 23: Major Vianet shareholders

Shareholder %
James Dickson (CEO & Chairman) 17.3%
Gresham House 17.2%
Liontrust Asset Management 8.5%
Interactive Investor Trading 5.2%
AXA Investment Managers UK 5.1%
Hargreaves Lansdown Asset Management 4.0%
Canaccord Genuity Group 3.8%
Teviot Partners 3.2%
Downing LLP 2.7%

Source: Cavendish

Vianet benefits from a strong leadership team and board, with extensive experience of
technology, hospitality, vending, and public markets

CEO and Chairman — James Dickson

Prior to joining Brulines in 2003, James had worked in the brewing industry since 1990. Following
an MBA at IMD, Lausanne in 1989 he joined Scottish & Newcastle, where he held several posts
including Operations Director, and National Account Director for Pub Groups and Wholesalers. In
1997 James joined Whitbread as UK Dispense Director before being appointed Marketing & Sales
Director for Heineken.

CFO — Mark Foster

A KPMG trained qualified accountant of c30 years, having worked in the electricity industry
(National Power plc), Leased and Tenanted Pub industry (Pubmaster Ltd), wholesale distribution of
industrial threaded fasteners and hand tools (Harrison and Clough Ltd) through to his current CFO
role of the last 18 years, which includes the Group’s company secretarial, health and safety, people
and development and central support services departments. Mark is actively involved in the
community, a keen sportsman and Boro supporter.

NED - Stella Panu

Stella was a founding Partner of Maven Capital Partner UK LLP, an investment management
company, created after a management buyout of the private equity business of Aberdeen Asset
Management plc in 2009, and led the business through to its sale in July 2021. Maven has a focus
on venture growth and innovation and during her time at Maven, Stella led the AIM Investment
team and was the lead investor in private equity across Maven. Having previously been at AAM and
Seymour Pierce Ltd and had seats on numerous company boards, Stella brings with her a wealth of
private equity M&A and AIM experience. Stella has also previously worked for Price Waterhouse
Coopers, The World Bank, and Raiffeisen Investment Fund and holds a degree in Economics and an
MA in Applied Economics and Statistics.

NED — Dave Coplin

Dave Coplin is an established technology industry veteran and has worked across a wide range of
industries and organisations providing strategic advice and guidance around the intersection of a
modern society and technology. Dave provides Vianet with strategic insight and guidance across the
IOT and big data spectrum as it looks to further develop the delivery of ground breaking insight and
actionable data, which enables customers to transform business performance.
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Our Vianet Need to Know table

Figure 24: Vianet Need to Know

Offices Stockton-on-Tees

Revenue model >80% recurring revenue from contracts with a typical duration of 3-5 years, and
equipment revenue to cover the costs of installations within a premises or on a
machine

Revenue split In FY23: c60% / £8.2m from Smart Zones, c40% / £6.0m from Smart Machines

Number of customers c10k customer sites in Smart Zones, and c35k machines in Smart Machines

Staff 141 (FY23 average)

IPO 26/10/2006 (AIM) as Brulines, and changed its name to Vianet in April 2012

Latest M&A activity Acquired Beverage Metrics in May 2023 for an initial £0.6m in shares at a price

of 82.5p, and a deferred consideration of 7% of net revenue of Vianet Americas
from April 2024-December 2028 in cash, capped at £4m; acquired Vendman in
October 2017 for up to £4.25m in cash (£2m initial, £2.25m earn-out)

Year end March

Website https://vianetplc.com/investors/investing-in-vianet/

Source: Cavendish
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Income statement 2023A
Year end: Mar
Sales £m 8.4 13.2 14.1
Cost of sales £m -3.3 -4.7 -4.7
Gross profit £m 5.1 8.6 9.4
Operating expenses £m -5.2 -5.7 -5.8
EBITDA (adjusted) £m 0.1 2.9 3.6
Depreciation £m -0.6 -0.5 -0.5
Amortisation £m -1.7 -2.2 -2.3
EBIT (adjusted) £m 2.4 0.2 0.8
Associates/other fm 0.0 0.0 0.0
Net interest £m -0.1 -0.1 -0.2
PBT (adjusted) £m 2.4 0.0 0.6
restructuring costs £m -0.1 -0.1 -0.1
share based payments £m -0.1 -0.1 -0.1
other adjustments £m -0.2 -0.0 -0.0
Total adjustments fm -0.4 -0.2 -0.2
PBT (stated) £m -2.8 -0.2 0.5
Tax charge fm 0.9 0.4 -0.3
tax rate % n/a n/a 64.4
Minorities £m 0.0 0.0 0.0
Reported earnings £m -2.0 0.2 0.2
Tax effect of adjustments / other £m 0.0 0.0 0.3
Adjusted earnings £m -1.5 0.4 0.6
shares in issue (year end) m 29.0 28.8 28.8
shares in issue (weighted average) m 29.0 28.9 28.8
shares in issue (fully diluted) m 29.0 29.2 28.9
EPS (adjusted, fully diluted) p -5.3 13 2.2
EPS (stated) p -6.8 0.6 0.6
DPS p 0.0 0.0 0.5

12 December 2023

2024E

29.6
29.5
30.6
33
1.3
0.6

Growth analysis (adjusted basis where applicable)

Sales growth % -48.6% 57.9% 6.8%
EBITDA growth % -102.6% n/m 26.9%
EBIT growth % -189.2% 107.1% 404.2%
PBT growth % -195.2% 101.2% n/m
EPS growth % -159.7% 125.1% 66.5%
DPS growth % n/m n/m n/m

6.4%
8.6%
47.3%
52.7%
47.2%
20.0%

14.0%
31.6%
98.3%
125.0%
89.7%
16.7%

Profitability analysis (adjusted basis where applicable)

Gross margin % 60.5% 64.8% 66.4%
EBITDA margin % -1.5% 21.6% 25.6%
EBIT margin % -28.2% 1.3% 6.0%
PBT margin % -28.7% 0.2% 4.5%
Net margin % -18.4% 3.0% 4.5%

69.1%
26.2%
8.3%
6.5%
6.5%

69.7%
30.2%
14.4%
12.9%
11.1%
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Cash flow 2022A 2023A 2024E

Year end: Mar Mar Mar

EBITDA £m -0.1 2.9 3.6 3.9 5.2
Net change in working capital £m 1.4 -0.3 -1.5 -0.5 0.2
Share based payments fm 0.0 0.0 0.0 0.0 0.0
Profit/(loss) on sale of assets £m 0.0 0.0 0.0 0.0 0.0
Net pensions charge £m 0.0 0.0 0.0 0.0 0.0
Change in provision £m 0.0 0.0 0.0 0.0 0.0
Other items £m -0.2 -0.1 -0.1 -0.5 -0.1
Cash flow from operating activities £m 1.1 2.4 2.0 3.0 5.2
Cash interest £m -0.1 -0.1 -0.2 -0.3 -0.3
Tax paid £m 0.0 0.0 0.0 0.9 -0.3
Capex £m -2.6 -2.5 -2.4 -2.2 -2.2
Other items £m -0.1 -0.0 0.2 -0.0 -0.0
Free cash flow £m -1.7 -0.2 0.4 14 2.5
Disposals £m 0.0 0.0 0.0 0.0 0.0
Acquisitions £m 0.0 0.0 0.0 0.0 -0.2
Dividends on ord shares £m 0.0 0.0 0.0 -0.1 -0.2
Other cashflow items £m -0.0 -0.0 -0.0 0.0 0.0
Issue of share capital fm 0.0 -0.1 0.0 0.0 0.0
Net change in cash flow £m -1.7 -0.3 -0.4 1.3 2.1
Opening net cash (debt) £m -1.0 2.7 -3.0 -3.4 2.1
Closing net cash (debt) £m -2.7 -3.0 3.4 2.1 0.0
Cash conversion (op cash flow / EBITDA) % n/m 84.0% 56.3% 75.7% 101.4%
Cash conversion (free cash flow / EBITDA) % n/m -7.7% -9.9% 35.6% 47.5%
Underlying free cash flow (capex = depreciation) £m -1.3 -0.5 -0.8 0.9 1.9
Cash quality (underlying FCF / adjusted earnings) % 84.1% -115.9% -121.1% 93.6% 102.6%
Investment rate (capex / depn) X 4.6 5.0 4.5 4.1 4.1
Interest cash cover X 21.0 17.4 9.9 111 19.4
Dividend cash cover X n/a n/a n/a 9.5 13.8
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Balance sheet 2024E

Year end: \ETs

Tangible fixed assets £m 3.4 33 3.4 2.3 34
Goodwill £m 17.9 17.9 17.9 18.0 18.0
Other intangibles fm 6.2 6.0 5.4 5.4 4.7
Other non current assets £m 0.2 0.4 0.0 0.0 0.0
inventories £m 1.4 1.6 2.3 2.0 2.2
trade receivables £m 2.8 2.7 3.8 3.5 4.0
trade payables £m -3.3 -3.0 -2.3 -2.2 -3.2
Net working capital £m 0.9 1.3 3.7 33 3.1
Other assets £m 0.0 0.0 0.0 0.0 0.0
Other liabilities £m -0.1 0.0 -0.8 -0.8 -0.6
Gross cash & cash equivalents fm 1.9 1.6 0.1 1.1 2.8
Capital employed £m 304 30.3 29.6 30.3 315
Gross debt £m 4.6 4.6 3.6 34 3.0
Net pension liability fm 0.0 0.0 0.0 0.0 0.0
Shareholders equity fm 25.8 25.7 26.0 26.9 28.5
Minorities £m 0.0 0.0 0.0 0.0 0.0
Capital employed £m 304 30.3 29.6 30.3 315
Net debt / equity % 10.5% 11.8% 13.7% 8.4% 0.5%
Net debt / EBITDA X n/a 1.1 1.0 0.6 0.0
Liabilities / capital employed % 15.2% 15.2% 12.3% 11.2% 9.4%

Working capital analysis

Net working capital / sales % 11.1% 9.7% 26.3% 21.6% 18.0%
Net working capital / sales days 41 35 96 79 66
Inventory (days) days 62 43 59 48 48
Receivables (days) days 120 74 98 86 86
Payables (days) days 142 82 61 54 67
Adjusted return on equity % -6.0% 1.5% 2.5% 3.6% 6.7%
RoCE (EBIT basis, pre-tax) % -7.7% 0.6% 2.9% 4.1% 7.9%
RoCE (underlying free cash flow basis) % -4.3% -1.5% -2.6% 3.0% 6.2%
NAV per share p 89.1 89.3 90.1 90.8 96.2
NTA per share p 6.1 6.6 9.3 11.8 19.4
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Research

Stephen Barrett 020 7220 0552 sbarrett@cavendish.com Michael Hill 0207220 0554 mhill@cavendish.com

Mark Brewer 020 7220 0556 mbrewer@cavendish.com Adam McCarter 02072200553 amccarter@cavendish.com
John-Marc Bunce 020 7397 8918 jbunce@cavendish.com James McCormack 020 7397 8915 jmccormack@cavendish.com
David Buxton 02072200542 dbuxton@cavendish.com lan Mclnally 01312209777 imcinally@cavendish.com
Kimberley Carstens 0207220 0548 kcarstens@cavendish.com Mark Paddon 02072200541 mpaddon@cavendish.com
Michael Clifton 0203772 4682 mclifton@cavendish.com Nigel Parson 02072200544 nparson@cavendish.com
Andrew Darley 0207220 0547 adarley@cavendish.com Andrew Renton 0207397 1939 arenton@cavendish.com
Chris Donnellan 0207397 1926 cdonnellan@cavendish.com Peter Renton 0207397 1938 prenton@cavendish.com
Will Dymott 01312209109 wdymott@cavendish.com Edward Stacey 0207397 1972 estacey@cavendish.com
Andrew Gibb 0207397 1936 agibb@cavendish.com Jonathan Wright 02072200543 jwright@cavendish.com
Guy Hewett 0207220 0549 ghewett@cavendish.com

Nigel Birks 0203772 4656 nbirks @cavendish.com Tim Redfern 02072200515 tredfern@cavendish.com
Andrew Burdis 02072200524 aburdis@cavendish.com Sunila de Silva 02072200521 sdesilva@cavendish.com
Charlie Combe 0207397 1966 ccombe@cavendish.com Charlotte Sutcliffe 02072200513 csutcliffe@cavendish.com
Barney Hayward 02072200518 bhayward@cavendish.com Harriet Ward 02072200512 hward @cavendish.com
Dale Bellis 0207397 1928 dbellis@cavendish.com Michael Johnson 02073971933 mjohnson@cavendish.com
Jasper Berry 0207397 1941 jberry@cavendish.com lain Macarthur 01312209776 imacarthur@cavendish.com
George Budd 0207397 1930 gbudd@cavendish.com Henry Nicol 0207397 1924 hnicol@cavendish.com
Tamar Cranford-Smith 0207397 1935 tcranfordsmith@cavendish.com  Leif Powis 02073978914 Ipowis@cavendish.com
Graham Hall 0207397 8919 ghall@cavendish.com Louise Talbot 0203772 4651 Italbot@cavendish.com
Julia Barnes 0207397 1934 jbarnes@cavendish.com Lucy Nicholls 02072200528 Inicholls@cavendish.com
Anne Cassels 01312209770 acassels@cavendish.com Brittany Stevens 0203772 4653 bstevens@cavendish.com
Malika Datta 0207397 1925 mdatta@cavendish.com Helen Worrall 0203772 4652 hworrall@cavendish.com
Brittany Henderson 02072200592 bhenderson@cavendish.com

Sales Trading

Stuart Allen 0207397 1946 sallen@cavendish.com Charlie Evans 02072200531 cevans@cavendish.com
Gary Cunningham 0207397 8951 gcunningham@cavendish.com  Daniel Smith 02072200533 dsmith@cavendish.com
Adam Crickmay 0207397 8957 acrickmay@cavendish.com Anthony Harmer 0207397 1917 aharmer@cavendish.com
Andy Baker 0207397 1916 abaker@cavendish.com Lee Hibberd 0207397 8954 Ihibberd @cavendish.com
Jamie Dunleavy 02072200534 jdunleavy@cavendish.com Charlie Woolmer 0207397 8955 cwoolmer@cavendish.com
James Foster 0207397 1942 jfoster@cavendish.com Oliver Ratcliff 02072200530 oratcliff @cavendish.com
Daniel Balabanoff 0207397 1909 dbalabanoff@cavendish.com Oscar Valeur-Adu 0207397 1918 ovaleuradu@cavendish.com
Lacey Beckett 0207397 1914 Ibeckett@cavendish.com Andrew Worne 0207397 1912 aworne@cavendish.com
Johnny Hewitson 0207720 0558 jhewitson@cavendish.com Justin Zawoda-Martin 0207397 1923 jzawodamartin@cavendish.com
Pauline Tribe 02072200517 ptribe@cavendish.com

Investment risk

Investing in shares presents risks and opportunities. The past is not necessarily a guide to the future performance of an investment. The value of investments and the income
derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in this publication may have a high level of
volatility. High volatility investments may experience sudden and large falls in their value which may cause losses. The information on future performance in this

communication is an illustration and is not a reliable guide to actual future performance.

Non-UK stocks
International investing includes risks related to political and economic uncertainties of foreign countries, as well as currency risk.

N
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Disclosures
Analyst certification

The Sales Person(s) / Research Analyst(s) responsible for preparing this investment recommendation/report or sections of this report, in whole or in part, hereby
certify/ies that, with respect to any and all of the securities or issuers that the Sales Person(s) / Research Analyst(s) cover(s) in this report, the views expressed in this
report accurately reflect his/her/their personal views. However, this investment recommendation / report may have been disclosed to the issuer prior to its publication
and may have been subject to amendment thereafter. The proprietary models used in production of this investment recommendation are available on request. It is
intended that the proprietary models used in this investment recommendation shall be updated when appropriate. In addition, no part of the Sales Person(s) / Research
Analyst(s)' compensation was, is, or will be directly or indirectly, related to the specific recommendations or view expressed in this report or summary.

Recommendations definitions

Definition of research recommendations

Expected absolute returns

BUY is an expected return greater than 10%

HOLD is an expected return -10% - +10%

SELL is an expected return less than -10%

UNDER REVIEW: recommendation and/or forecasts are under review pending further clarity as to the company’s financial and/or operational position
CORP: denotes corporate client of Cavendish Securities plc or Cavendish Capital Markets Limited

For Sales recommendation please refer to https://www.cavendish.com

Distribution of investment recommendations as per 11/12/2023

Corporate client no. Corporate client % Total no. Total %
Buy 9 5.8% 21 12.0%
Hold 0 0.0% 2 1.1%
Sell 0 0.0% 0 0.0%
Under Review 0 0.0% 0 0.0%
Corp 142 91.0% 152 86.9%

Temporary movements by stocks across the boundaries of these categories due to share price volatility will not necessarily trigger a recommendation change. All
recommendations are based on 12-month time horizon unless otherwise stated.

Recommendation history

Company Disclosures Date Rec Price Target price
Vianet 1,2,6,8,9,10,11 9 October 23 Corp 68.0p 210.0p

Source: Cavendish

A list of all the recommendations produced/issued by the relevant Sales Person / Research Analyst on any financial instrument or issuer disseminated during the preceding
12 months is available upon request free of charge. Please contact the appropriate Cavendish analyst or your Cavendish contact on 020 7220 0500.

Legend
1.  The Sales / Research Analyst persons closely associated with them and/or persons involved in the preparation of the investment recommendation, has a beneficial
interest in the shares of this issuer. This holding(s) was not received or purchased prior to a public offering of such shares.

2. TheSales/Research Analyst responsible for this investment recommendation may have his/her remuneration linked to investment banking transactions performed
by Cavendish.

3. Adirector, officer or employee of Cavendish or a person closely associated to him/her, is an officer, director, or serves as an adviser or board member of the issuer.
Where this person is the person responsible for this investment recommendation or a person closely associated with them, this will be indicated.

As at the date of this investment recommendation / report, Cavendish has a beneficial interest exceeding 5% of the total issued share capital in the issuer.
As at the date of this investment recommendation / report, the issuer has a beneficial interest exceeding 5% of the total issued share capital of Cavendish.
Cavendish acts as a market maker or liquidity provider in relation to securities issued by the issuer.

Cavendish has been the lead manager or co-lead manager in a public offering of the issuer’s financial instruments during the previous 12 months.

© N o Uk

Cavendish is party to an agreement with the issuer and has received compensation from the issuer for the provision of investment banking or financial advisory
services within the previous 12 months.

9.  Cavendish is party to an agreement with the issuer relating to the provision of investment recommendations for this issuer and Cavendish may receive
remuneration for such service.

10. Cavendish acts as a corporate broker to this issuer.

11. Cavendish acts as a nominated adviser, financial adviser or as a sponsor to the issuer in the UK.

12. Asat the date of this investment recommendation, Cavendish has a net short position exceeding 0.5% of the total issued share capital of the issuer.
13. Asat the date of this investment recommendation, Cavendish has a net long position exceeding 0.5% of the total issued share capital of the issuer.

14. Any other specific disclosures.
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Disclaimer

This communication is NON-INDEPENDENT RESEARCH AND A MARKETING COMMUNICATION under the FCA's Conduct of Business Sourcebook (COBS) and is issued in the UK by Cavendish, the
trading name for the business operated by Cavendish Capital Markets Limited and Cavendish Securities plc, both of which are authorised and regulated by the Financial Conduct Authority (FCA)
and are members of the London Stock Exchange. Non-independent research has not been prepared in accordance with the legal requirements to promote independence of investment research
and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Cavendish considers that this communication constitutes an acceptable minor non-monetary
benefit in accordance with chapter 2.3A.19 R (5) (b) or (g) of COBS as appropriate.

This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed and is for distribution in the United Kingdom only to
‘professional clients’ or ‘eligible counterparties” within the meaning of chapter 3 of COBS or persons described in Articles 19(5) (Investment professionals) or 49(2) (High net worth companies,
unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (‘FPO’) and all other exempt persons under the FPO (all such
persons together being referred to as ‘Relevant Persons’). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied upon by
such persons and is therefore not intended for private individuals or those who would be classified as retail clients under COBS. This document is directed only at Relevant Persons. Other
persons should not act or rely on this document or any of its contents. Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession of this
document should inform themselves about possible legal restrictions and observe them accordingly. Any investment to which this document relates is available only to such persons, and other
classes of person should not rely on this document.

This document has been prepared and issued by Cavendish on the basis of publicly available information, internally developed data and other sources believed to be reliable. Share price
performance graphs are sourced from Morningstar, FactSet, Proquote International and Thomson Reuters Datastream. The information contained in this publication was obtained from various
sources believed to be reliable, but has not been independently verified by Cavendish. Cavendish does not warrant the completeness or accuracy of such information and does not accept any
liability with respect to the accuracy or completeness of such information, except to the extent required by applicable law. Any opinions, projections, forecasts or estimates in this report are
those of the author only, who has acted with a high degree of expertise. They reflect only the current views of the author at the date of this report and are subject to change without notice.
Cavendish has no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient of this publication in the event that any matter, opinion, projection, forecast
or estimate contained herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. The analysis, opinions, projections, forecasts and estimates
expressed in this report were in no way affected or influenced by the issuer. The author of this publication benefits financially from the overall success of Cavendish.

This publication is a brief summary and does not purport to contain all available information on the subjects covered. Further information may be available on request. This report may not be
reproduced for further publication without the prior written permission of Cavendish. This publication is for information purposes only and shall not be construed as an offer or solicitation for
the subscription or purchase or sale of any securities, or as an invitation, inducement or intermediation for the sale, subscription or purchase of any securities, or for engaging in any other
transaction. The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their investment decisions upon their own appropriate
investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in this publication shall be the sole and exclusive responsibility of the
investor and Cavendish accepts no liability for any such loss or consequence. In the event of any doubt about any investment, recipients should contact their own investment, legal and/or tax
advisers to seek advice regarding the appropriateness of investing. Some of the investments mentioned in this publication may not be readily liquid investments. Certain transactions, including
those involving futures, options, and high yield securities, give rise to substantial risk and are not suitable for all investors. Investors should be aware of the additional and special risks associated
with securities and investments in emerging markets. Consequently, it may be difficult to sell or realise such investments. The past is not necessarily a guide to future performance of an
investment. The value of investments and the income derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in this
publication may have a high level of volatility. High volatility investments may experience sudden and large falls in their value which may cause losses. International investing includes risks
related to political and economic uncertainties of foreign countries, as well as currency risk. To the extent permitted by applicable law, neither Cavendish, nor any of its directors, officers or
employees, accepts and liability whatsoever for any loss, damages, costs or prejudices whatsoever arising from the use of this publication or its contents.

Cavendish has written procedures designed to identify and manage potential conflicts of interest that arise in connection with its research business and its production. Cavendish’s research
analysts and other staff involved in issuing and disseminating research reports operate independently of Cavendish’s Corporate Finance business. Information barriers procedures are in place
between the Sales and Research Analysts and staff involved in securities trading for the account of Cavendish or its clients to ensure that inside information is handled according to applicable
laws and regulations.

Cavendish may be remunerated by a company for writing research on that company, in which case, a specific disclosure will be made in the relevant research report. Each company understands
and agrees that the analysis, opinions, projections, forecasts and estimates expressed in such research reports will be honest and unbiased in compliance with Cavendish’s Conflicts of Interests
and Research Policies and will in no way be influenced by any remuneration received by Cavendish from the company. For further details, please see Cavendish’s Conflicts of Interest Policy
available on our website at www.cavendish.com.

Cavendish Capital Markets Limited and Cavendish Securities plc are both incorporated and principally operate in England and Wales. Cavendish is not registered as a broker-dealer in the US
and relies on the exemption in Rule 15a-6 under the Securities Exchange Act of 1934 when interacting with US persons. For the purposes of this exemption, please note that this publication
should not be construed as an invitation, inducement, solicitation or intermediation for the sale, subscription or purchase of any securities or for engaging in any other transaction. Cavendish
Capital Markets Limited and its assets are regulated in England and Wales by the FCA (registered number 467766) and Cavendish Securities plc and its assets are regulated in England and Wales
by the FCA (registered number 416932). Accordingly, laws, regulations and remedies may differ to those available in the US.

Cavendish is not registered in any Canadian jurisdiction but operates in Canada using the International Dealer and/or Adviser exemption granted by the Ontario Securities Commission, the
British Columbia Securities Commission and the AMF in Québec under section 8.18 and/or 8.26 of NI31-103. Laws, regulations and remedies may differ to those available in Canada accordingly.

This document may be distributed to wholesale clients in Australia in reliance on relief pursuant to ASIC Class Order CO 03/1099.

For Entities and Clients in the United States

Cavendish Securities Ltd is not registered as a broker-dealer with the US Securities and Exchange Commission, and it and its analysts are not subject to SEC rules on securities analysts’ certification as
to the currency of their views reflected in the research report. Cavendish is not a member of the Financial Industry Regulatory Authority. It and its securities analysts are not subject to FINRA's rules
on Communications with the Public and Research Analysts and Research Reports and the attendant requirements for fairness, balance and disclosure of potential conflicts of interest.

This research report is only being offered to US Institutional Investors via our US chaperoning broker Auerbach Grayson and Company and is not available to, and should not be used by, any US
person or entity that is not a US Institutional Investor. Cavendish cannot and will not accept orders for the securities covered in this research report placed by any person or entity in the United
States. Orders should be placed with our correspondent, Auerbach Grayson & Company at 212-557-4444.

A Major US Institutional Investor who may receive and use this report must have assets under management of more than US$100,000,000 and is either an investment company registered with
the SEC under the US Investment Company Act of 1940, a US bank or savings and loan association, business development company, small business investment company, employee benefit plan
as defined in SEC Regulation D, a private business development company as defined in SEC Regulation D, an organisation described in US Internal Revenue Code Section 501(c)(3) and SEC
Regulation D, a trust as defined in SEC Regulation D, or an SEC registered investment adviser or any other manager of a pooled investment vehicle.

www.cavendish.com
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