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Connexion Telematics Ltd
A step change in price per user

Connexion Telematics (ASX:CX2) is a software supplier for Courtesy Transportation Programs (CTPs)
run by OEMs in the automobile space. General Motors (GM) in the US is CXZ’s key customer. CTPs are
seen as a key marketing programme, incentivising franchise dealer groups to provide new vehicle
models for customers to drive, be it for a service loan, rental or a test drive. Dealers are compensated
for every day and mile the car is on loan, but to receive compensation, they must subscribe to the
ONnTRAC software powered by CXZ for audit/compliance purposes. A new pricing agreement for an
upgraded, “All in One” solution, including a new platform, has been implemented from January 1,
2023, and implies a ~70% increase in the price per dealer, or US$3.0m per annum, the gross margin
of which should drop straight to the bottom line.

Business model

CXZ operates a Software as a Service (SaaS) model, delivering its platform to OEM car
manufacturers that in-turn incentivise their “dealers” to adopt the software in order to
operate and comply with key customer support/marketing programs. CXZ’s only client
currently is General Motors (GM), which requires its dealers to use the OnTRAC software
for compliance with (and therefore compensation from) its Courtesy Transport Program
(CTP). CXZ also undertakes paid project work for both GM and the dealer network to add
functionality to the existing product.

A step change in price per user

CXZ has announced an upgraded “All in One” version of OnTRAC incorporating new
premium features, together with an upgraded platform that better accommodates larger,
more sophisticated dealerships. In return CXZ expects an additional US$250k/month in
subscription fees (US3m or A$4,3m on an annualised basis) from the existing client base
commencing January 1, 2023, which Raa$ estimates to be a ~70% increase on previous
pricing. Given this is essentially a price increase we would expect the gross profit (80% of
incremental revenue based using the recent H1 FY23 result) of this increased revenue to
drop to the bottom line. The step-change in growth for CXZ will be converting dealerships
from Ford and Lincoln (CXZ holds Approved Vendor status with both, albeit most dealers
are already using competing software), and/or commercial partnership success with new
solutions sold via the CXZ marketplace.

Valuation discussion points

We estimate an ARR of US$6.5m (A$9.3m) incorporating the recent product
upgrade/price increase, which would see CXZ trading at ~1.7x EV/ARR against an
estimated EV/ARR small SaaS peer average of 2.8x (EVS, PRO, UBN, SKF, KNO, 8CO and
K2F). A peer average would imply a valuation of $0.027/share. Larger peer Infomedia
(ASX:IFM) is trading closer to 3.6x EV/ARR, and would imply a valuation closer to
$0.038/share. More importantly, CXZ will be profitable at the EBIT and NPAT line, which
none of their small peers can currently claim. Our numbers suggest an FY24 PER
(incorporating a full 12-months of the upgrades) of 7.0x and EV/EBIT of 3.0x.

Historical earnings and Raa$ forecasts (in USSm unless otherwise stated)

RAP Report

Year end Total Gross EBIT  NPAT EPS * PE EVIEBIT Net Cash EBIT

Revenue Profit (A$c) (x) (x) margin %
06/21a 44 1.7 0.6 0.5 0.0011 16.0 194 0.6 14.6
06/22a 38 27 0.5 0.2 0.0005 329 29.1 0.5 12.8
06/23f 5.6 43 13 0.8 0.0015 122 9.0 1.3 232
06/24f 7.0 52 2.1 15 0.0026 7.0 4.2 2.1 29.8

Source: Company data, Raa$ analysis *undiluted for ESS
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Share price (24-Feb) $0.018
Market Capitalisation $16.1M
Shares on issue 833M
Net cash at 31 Dec US$0.26M
Industry Sector Software & Services
Free float ~61.9%

Raa$S RAP 5-point score* = 5/5

Revenue increasing (1); EPS increasing (1), Return
on Capital Employed [ROCE] (1); EBIT interest cover
>3x (1) Gross Operating cash flow/EBITDA >90% (1)

Share Price Performance (12-months)

Upside Case

E The addition of new proprietary features (resulting
in higher ARPU from existing clients)

E Growing ARPU through commercial partners

E Expanding the userbase outside of GM
Downside Case
E GM develops software internally

B CTP program scaled back as a marketing tool

B Competition increases focus on the CTP niche

Catalysts
E Revenue growth in the next few quarterlies.

E Reduced customer concentration (greenfield or dealer

E Expanding into other GM departments

Comparative Companies (Australia & NZ)
Infomedia (ASX:IFM), Urbanise (ASX:UBN), Knosys
(ASX:KNO), 8Common (ASX:8CO)
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*The analyst holds shares

*The RaaS RAP 5-point scorecard is derived from the last reported financial year’s performance over the prior year. Past performance is not a guarantee of future performance.

This report should be read in conjunction with the FSG and disclosures on pages 2-4.
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About Us

BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number 456663. RaaS Advisory Pty Ltd
(RaaS) is an Authorised Representative (number 1248415) of BR.

This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS'’s services and includes such things as
- who we are
- our services
- how we transact with you
- how we are paid, and
- complaint processes

Contact Details, BR and Raa$S

BR Head Office: Suite 5GB, Level 5, 33 Queen Street, Brisbane, QLD, 4000

RaaS. 20 Halls Road Arcadia, NSW 2159

P: +61 414 354712

E: finola.burke@raasgroup.com

Raas is the entity providing the authorised AFSL services to you as a retail or wholesale client.

What Financial Services are we authorised to provide? RaaS is authorised to

- provide general advice to retail and wholesale clients in relation to
- Securities

- deal on behalf of retail and wholesale clients in relation to
- Securities

The distribution of this FSG by Raa$ is authorized by BR.
Our general advice service

Please note that any advice given by RaaS is general advice, as the information or advice given will not take into account your particular
objectives, financial situation or needs. You should, before acting on the 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 Prospectus, Product Disclosure Statement or like instrument. As we only provide general advice we will not be
providing a Statement of Advice. We will provide you with recommendations on securities

Our dealing service

Raas can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer document and then assisting you
fill out the application form if needed.

How are we paid?

Raa$ earns fees for producing research reports. Sometimes these fees are from companies for producing research reports and/or a financial
model. When the fee is derived from a company, this is clearly highlighted on the front page of the report and in the disclaimers and
disclosures section of the report.

We may also receive a fee for our dealing service, from the company issuing the securities.
Associations and Relationships

BR, Raas, its directors and related parties have no associations or relationships with any product issuers other than when advising retail
clients to invest in managed funds when the managers of these funds may also be clients of BR. RaaS’s representatives may from time to
time deal in or otherwise have a financial interest in financial products recommended to you but any material ownership will be disclosed to
you when relevant advice is provided.

Complaints

If you have a complaint about our service you should contact your representative and tell them about your complaint. The representative
will follow BR’s internal dispute resolution policy, which includes sending you a copy of the policy when required to. If you aren’t satisfied
with an outcome, you may contact AFCA, see below.
BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent financial services complaint
resolution that is free to consumers.

Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)

In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.

Professional Indemnity Insurance

BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under s912B of the Corporations Act
and that covers our authorized representatives.


http://www.afca.org.au/
mailto:info@afca.org.au
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DISCLAIMERS and DISCLOSURES

This report has been prepared and issued by RaaS Advisory Pty Ltd (A.B.N. 99 614 783 363), trading as Research as a Service RaaS Advisory’s
principals, employees and associates may hold shares in companies that are covered and, if so, this will be clearly stated on the front page of
each report. This research is issued in Australia by RaaS Advisory and any access to it should be read in conjunction with the Financial
Services Guide on the preceding two pages. All information used in the publication of this report has been compiled from publicly available
sources that are believed to be reliable. Opinions contained in this report represent those of the principals of RaaS Advisory at the time of
publication. RaaS Advisory provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s
risk profile and merit and the information is provided by the RaaS Advisory in good faith. The views of the adviser(s) do not necessarily
reflect the views of the AFS Licensee. RaaS Advisory has no obligation to update the opinion unless RaaS Advisory is currently contracted to
provide such an updated opinion. RaaS Advisory does not warrant the accuracy of any information it sources from others. All statements as

to future matters are not guaranteed to be accurate and any statements as to past performance do not represent future performance.

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the investor.
Equity investments in listed or unlisted companies yet to achieve a profit or with an equity value less than $50 million should collectively be a

small component of a balanced portfolio, with smaller individual investment sizes than otherwise.

The science of climate change is common knowledge and its impacts may damage the global economy. Mitigating climate change may also
disrupt the global economy. Investors need to make their own assessments and we disclaim any liability for the impact of either climate

change or mitigating strategies on any investment we recommend.

Investors are responsible for their own investment decisions, unless a contract stipulates otherwise. RaaS Advisory does not stand behind
the capital value or performance of any investment. Subject to any terms implied by law and which cannot be excluded, RaaS Advisory shall
not be liable for any errors, omissions, defects or misrepresentations in the information (including by reasons of negligence, negligent
misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or rely on the information. If
any law prohibits the exclusion of such liability, RaaS Advisory limits its liability to the re-supply of the Information, provided that such
limitation is permitted by law and is fair and reasonable. Copyright 2023 RaaS Advisory Pty Ltd (A.B.N. 99 614 783 363). All rights reserved.



