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General availability of LiveData Migrator on Azure

WANdisco (WAND), a company that replicates petabyte scale data to the
cloud, last week announced the general availability of its LiveData Migrator
on Azure (LDMA). While this could be a significant catalyst for WAND,
increased future deal flow will be the evidence by which successful
execution could be measured, especially in light of management recently
significantly lowering FY21 revenue guidance. The company’s growth
drivers still look intact, the migration of data to the cloud is a significant
structural trend and WAND has partnerships with the key players in this
space. If good evidence comes through that the pipeline is converting,
then the promise of scalable growth could become a reality again, opening
up the potential for a share price recovery.

Revenue EBITDA* EBIT* EPS* EV/sales  EV/EBITDA
Year end ($m) ($m) ($m) (c) (x) (x)
12119 16.2 (11.7) (18.5) (38.8) 135 N/A
12120 10.5 (22.2) (28.5) (57.3) 207 N/A
12121e 6.0 (29.2) (35.4) (59.3) 364 N/A
12/22¢ 10.0 (24.7) (29.9) (50.1) 218 N/A

Note: *EBITDA, EBIT and EPS are normalised, excluding amortisation of acquired
intangibles, exceptional items and share-based payments.

General availability for LiveData Migrator on Azure

On 18 October, WAND the general availability (GA) of its LDMA, which
is designed to allow customers to accelerate their migration of on-premises data
lakes to the cloud without operational downtime or business risk. LDMA is designed
to ensure that customers can maintain business continuity while their data are
transmitted securely to Azure Data Lake Storage. The general availability of LDMA
also makes the feature available to Azure consultants and system integrators for
use in the clients they serve.

FY21: Guidance and forecasts significantly reduced

In September, WAND reported disappointing H121 results amid Azure delays, with
sales down 7.5% y-o-y and only at 10% of prior guidance for all of FY21. As a
result, WAND lowered its guidance to a composite of revenue and RPO (remaining
performance obligation) of at least $18m for FY21, versus prior guidance of $35m
in revenue alone. We downgrade our revenue forecasts from $37m and $60m to
$6m and $10m in FY21 and FY22 respectively, to reflect the reduced guidance.
However, the GA of LDMA could be a significant catalyst for WAND and a key
trigger for more deals coming down the line.

Execution remains key to multiple expansion

WAND'’s shares are down 30% year to date. The group operates in a rapidly
growing market, and its technology and model have considerable potential. The
parts appear to be in place to realise their value but what has been missing is
successful execution of its growth strategy. The company’s KPIs need to
demonstrate that WAND can generate steady, repeatable, committed revenue in
order to justify multiple expansion and a re-rating. If good evidence comes through
that the pipeline is converting, then the promise of scalable growth could become a
reality again, opening up the potential for a share price recovery.
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Transition continues to a ‘Commit to Consume’ model

GA of LDMA is part of larger transition

Since announcing its strategic partnership with Microsoft in July 2019, WAND has been focused on
deeply integrating its platform with Microsoft Azure. Following the public preview and now GA,
LDMA will be automatically available to all Microsoft Azure customers. It will be available natively
within Azure with the same consumption-based model and charges will appear on the same Azure
bill that customers already receive. While being in GA does not result in significant changes in
overall pricing and availability, it provides assurance that required testing in live environments has
been done and that the necessary certification and approval from Microsoft has been received.

The GA of LDMA is part of WAND’s larger transition to a cloud-centric ‘Commit to Consume’ model
with multiyear commitments based on usage where revenue is recognised when data is consumed
rather than on signing as with the previous subscription style model. The new model aligns with
how many cloud services are bought today (ie Snowflake, Databricks). Management believes this
transition should reduce short-term variability in revenue as it generates repeatable revenue
streams, together with greater forward visibility and less discounting as customers commit to
moving a minimum amount of data over a given time. However, near-term revenue may fall as
WAND moves away from larger, one-off licence deals where the majority of revenue is recognised
up front.

In September, WAND also announced a with an existing telco
customer, indicating the potential of the ‘Commit to Consume’ model. Specifically, the customer
extended its relationship with WAND via a minimum $1m ‘Commit to Consume’ contract for 5PB of
data over five years. The contract is to migrate data from Vertica into Snowflake and has significant
room to grow, with the current commitment only representing a small portion of the data estate.
Moreover, it expands WAND'’s total addressable market to customers involved in fraud detection
and blocking robocalls, among other things.

Exhibit 1: ‘Commit to Consume’ versus subscription model

“Commit to Consume” “Subscription”
The Way Cloud Services are Bought Old Style Enterprise Software

Enterprise Snowflake and Databricks SAP, Oracle

examples

Cash Payment in arrears or agreed period in advance c;f': 'c‘::: fatiane ot s
Recognised as consumed, no revenue on signing. Upfront and ongoing maintenance

Revenue Elastic consumption, as use case expands, revenues stream (IFRS 15)
expand

Contr.act Milt-yoar commitment based on Usage One year or Multi-year, fixed price

duration agreement

© 2021 WANdisco PLC. Al rights reserved. 10 > WANDISCO

Source: WANdisco H121 presentation

Forecast downgrade amid H121 results and pipeline mix change

In September, WAND reported disappointing H121 results. Sales were $3.4m in H121, down $0.2m
y-0-y and only ~10% of the previous guidance for all of FY21, as delays in the GA launch of the
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Azure product (which has since occurred), non-conversion of a large enterprise deal and the
pipeline containing larger deals than originally anticipated resulted in a smaller volume of deals.
Cash overheads increased 12% to $20.1m and the adjusted EBITDA loss increased by $2.3m to
$14.2m as investments were made in sales and engineering to support future growth. The reported
loss per share worsened by ¢ 25% to $0.36, though balance sheet cash more than doubled to
$47.7m (with no debt), boosted by a $42.4m (gross) share placement earlier in the quarter.

Subsequently, WAND lowered its guidance from the previous $35m in FY21 revenue to $18m in
sales and RPO, though the mix between sales and RPO is not clear. While we do not know how the
$18m is broken down, we model $6m in revenue and $12m of RPO. Note that key components of
the previous guidance were signing 50+ Azure customers and migrating ¢ 130PB of data.
Unfortunately, delays in Microsoft Azure GA slowed WAND'’s product rollout. It should be noted that
this availability issue is specific to the Azure business and not to other large cloud players.
Furthermore, management previously expected a larger number of small-volume customers but is
now seeing a smaller number of customers with more data to move, with about 10-20 deals in the
pipeline expected for this year.

We downgrade our forecasts to reflect the lower-than-expected interim results and pipeline delays;
this results in FY21e revenues falling by 43% y-o-y to $6m (and 84% from the previous $37m
estimate) and pushing profitability further into the future. We forecast RPO at $12m and $14m for
FY21 and FY22, respectively. We also reduce our FY21 EBITDA forecast to a $29.2m loss, down
$26.8m from previous estimates, although FY21 net cash is expected to grow $5.2m y-o-y to
$23.3m (but is below our prior $44.8m forecast). Our FY22e revenue
forecast is lowered by 83% to $10.0m, down from the previous $60m. While the model shows
WAND dropping into net debt in FY22, there are steps that management can take to mitigate this,
such as realising efficiencies in the cost structure, working capital management, debt and issuing
more equity. If committed contracts are paid annually in advance (as we believe occurs at some
firms the sector such as Snowflake), this could also increase cash flow. Note that the GA of LDMA
could be a significant catalyst for WAND and key trigger for more deals coming down the pipeline.
Our estimates may be conservative but deal flow will be a key yardstick by which WAND’s progress
and successful execution would be measured. A full financial summary is shown in Exhibit 3.

Exhibit 2: Major changes to forecasts

$m FY19 FY20 FY21e FY22e

Old New Change Old New Change
Revenue 16.2 10.5 37.0 6.0 (83.8)% 60.0 10.0 (83.3)%
% growth (34.8)% 251.3% (43.0)% (294.3)% 62.2% 66.7% 4.5%
Adjusted EBITDA (11.7) (22.2) (2.4) (29.2) N/A 153 (24.7) N/A
% margin (72.2)% (211.1)% (6.5% (486.7)% (480.1)% 25.5% (247.0)% (272.5)%
Reported operating profit (27.2) (33.9) (15.4) (38.4) N/A 24 (33.0) N/A
% margin (168.2)% (321.9)% (41.6)% (640.0)% (598.4)% 3.9% (330.0)% (333.9)%
Normalised profit before tax (18.4) (30.4) (9.4) (37.3) N/A 8.4 (31.8) N/A
Reported profit before taxes (29.1) (35.8) (15.4) (40.3) N/A 24 (34.9) N/A
Normalised basic and diluted EPS (c) (38.8) (57.3) (16.9) (59.3) N/A 14.2 (50.1) N/A
Reported basic EPS (c) (62.6) (68.0) (27.3) (64.4) N/A 41 (55.3) N/A
Net debt/(cash) (18.3) (18.1) (44.8) (22.7) N/A (51.2) 10.7 N/A
Free cash flow including leases (19.4) (24.2) (12.3) (32.0) N/A 72 (32.9) N/A

Source: WANdisco accounts, Edison Investment Research

Awaiting stronger evidence of successful execution

Our previous analysis highlighted the enormous market opportunity (200—300EB of data to
migrated to the cloud), the value LDMA could create as it is adopted by major cloud vendors and
their customers, together with the signing of major partnership deals (see our note

) and the new opportunities in non-Hadoop data integration. Moreover, the LDMA
solution is viewed by many customers who need data integration as the only reliable petabyte
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solution currently on the market. Furthermore, the recent deal in Q121 and partnership
with give WAND the potential to address the majority of the market.

There is no hiding from the fact that WAND has appeared to be on the cusp of an acceleration for
some time, but again, financial performance has fallen short. The company’s market potential still
looks very significant, especially with the Snowflake partnership announced that will help accelerate
the migration of on-premise Hadoop data, while the GA of the Microsoft Azure product should likely
unlock sales through this channel. Going forward, the KPIs need to show that WAND can generate
steady, repeatable, committed revenue in order to justify multiple expansion and a re-rating. For
instance, to achieve the previous FY21e estimate of ~$37m in revenue would imply migrating
~130-150PB of data. For the valuation to improve, we would need stronger evidence that the
pipeline is growing, deals are successfully being executed and an acceleration in data migration to
the cloud. If WAND can deliver $18m in revenue plus RPO this year through scalable channel
partnerships (Microsoft, Google, etc), then it should be well placed to grow strongly into FY22 and
rebuild confidence in the long-term potential. Altogether the company’s growth drivers still look
intact, the migration of data to the cloud is a significant structural trend and WAND has partnerships
with the key players in this space. If good evidence comes through that the pipeline is converting,
then the promise of scalable growth could become a reality again, opening up the potential for a
share price recovery. Some strategic value to potential acquirers could also be factored into the
current share price, perhaps rightly so.
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Exhibit 3: Financial summary

$m
Year end 31 December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
EBITDA
Operating Profit (before amort. and except.)
Acquired Intangible Amortisation
Exceptionals
Share based payments
Operating Profit
Net Interest
Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax
Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of Shares Outstanding (m)
EPS (c)

EPS - normalised fully diluted (c)

EPS - (IFRS) (c)

Dividend per share (c)

Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments

Current Assets

Stocks

Debtors

Cash

Other

Current Liabilities
Creditors & Deferred Income
Short term borrowings
Long Term Liabilities
Long term borrowings
Deferred Income

Net Assets

CASH FLOW

Operating Cash Flow

Net Interest

Tax

Capex (inc capitalised R&D)
Acquisitions/disposals
Financing (net)

Dividends

Net Cash Flow

Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

Source: WANdisco data, Edison Investment Research
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2019
IFRS

16.2
(1.2)
15.0
(11.7)
(18.5)
0.0
0.0
(8.7)
@72)
0.1
(18.4)
(29.1)
0.9
(17.5)

(28.3)

45.1
(38.8)
(38.8)
(62.6)

0.0

927
(72.2)
(114.3)

(5.5)
00
241

(0.1)
(18.3)
0.0
0.0
(18.1)

2021e
IFRS

(272)
(0.4)
0.9
(6.2)
0.0
0.0

(329)
(22.7)
(0.6)
0.0
10.7
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This report has been commissioned by WANdisco and prepared and issued by Edison, in consideration of a fee payable by WANdisco. Edison Investment Research standard fees are £49,500 pa for the production and
broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows and
related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the Edison analyst at the time of publication. Forward-looking information or statements
in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which
may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

in securities ioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2021 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

Neither this document and associated email (together, the "Communication") constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the
information to be contained in the admission document to be published in connection therewith.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will
such persons be able to purchase shares in the placing).

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a) (11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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