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Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of each class Name of exchange on which registered
American depositary shares, each representing six NASDAQ Global Select Market
Class A ordinary shares, par value US$0.00001 per
share
Class A ordinary shares, par value US$0.00001 per
share*

*Not for trading, but only in connection with the listing on the Nasdaq Global Select Market of the American
depositary shares
Securities registered or to be registered pursuant to Section 12(g) of the Act:
None
(Title of Class)
Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:

None

(Title of Class)

Indicate the number of outstanding shares of each of the Issuer s classes of capital or common stock as of the close of
the period covered by the annual report.

499,706,628 Class A ordinary shares issued and outstanding and excluding treasury shares, and 174,649,638 Class B
ordinary shares, par value US$0.00001 per share, as of December 31, 2018.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.  Yes No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934. Yes No

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be

submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files). Yes No
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or an emerging growth company. See definition of large accelerated filer, accelerated filer , and emerging growth
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer Non-accelerated filer
Emerging growth company
If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by
check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.

The term new or revised financial accounting standard refers to any update issued by the Financial Accounting
Standards Board to its Accounting Standards Codification after April 5, 2012.
Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing:

US GAAP International Financial Reporting Standards as issued Other
by the International Accounting Standards Board
If Other has been checked in response to the previous question, indicate by check mark which financial statement item
the registrant has elected to follow.

Item 17 Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act). Yes No

(APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY PROCEEDINGS DURING THE PAST
FIVE YEARS)

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12,

13 or 15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed
by a court. Yes No
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INTRODUCTION

Unless otherwise indicated and except where the context otherwise requires, references in this annual report on Form
20-F to:

ADSs refers to our American depositary shares, each representing six Class A ordinary shares, par value
US$0.00001 per share;

21Vianet, we, us, ourcompany, and our referto21Vianet Group, Inc., its subsidiaries and its consolid:
affiliated entities;

China orthe PRC refers to the People s Republic of China, excluding, for the purpose of this annual report
only, Hong Kong, Macau and Taiwan;

ordinary shares or shares refer to our ordinary shares, which include both Class A ordinary shares, par value
US$0.00001 per share, and Class B ordinary shares, par value US$0.00001 per share, collectively;

variable interest entities, or VIEs, refer to Beijing Yiyun Network Technology Co., Ltd. (previously known
as Beijing aBitCool Network Technology Co., Ltd.), or 21 Vianet Technology, Beijing iJoy Information
Technology Co., Ltd., or BJ iJoy, and WiFire Network Technology (Beijing) Co., Ltd. (previously known as
aBitcool Small Micro Network Technology (BJ) Co., Ltd.), or WiFire Network, three domestic PRC
companies in which we do not have equity interests but whose financial results have been consolidated into
our consolidated financial statements in accordance with U.S. GAAP due to our having effective control
over, and our being the primary beneficiary of, the three companies;

consolidated affiliated entities refer to our variable interest entities and their direct and indirect subsidiaries;
and

RMB and Renminbi refer to the legal currency of China. Unless otherwise noted, all translations from RMB
to U.S. dollars and from U.S. dollars to RMB in this annual report were made at a rate of RMB6.8755 to
US$1.00, the exchange rate on December 31, 2018 as set forth in the H.10 statistical release published by the
Federal Reserve Board.

FORWARD-LOOKING STATEMENTS

This annual report on Form 20-F contains forward-looking statements that involve risks and uncertainties. All

statements other than statements of historical facts are forward-looking statements. These forward-looking statements
are made under the safe harbor provisions of the U.S. Private Securities Litigation Reform Act of 1995. Known and
unknown risks, uncertainties and other factors, including those listed under Risk Factors, may cause our actual results,
performance or achievements to be materially different from those expressed or implied by the forward-looking
statements.
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You can identify some of these forward-looking statements by words or phrases such as may, will, expect, anticipate
aim, estimate, intend, plan, believe, is/are likely to, potential, continue or other similar expressions. We

these forward-looking statements largely on our current expectations and projections about future events and financial

trends that we believe may affect our financial condition, results of operations, business strategy and financial needs.

These forward-looking statements include:

our goals and strategies and our expansion plans;

our future business development, financial condition and results of operations;

the expected growth of the data center services market;

our expectations regarding demand for, and market acceptance of, our services;

Table of Contents 8
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our expectations regarding keeping and strengthening our relationships with customers;

our plans to invest in research and development to enhance and complement our existing solution and
service offerings; and

general economic and business conditions in the regions where we provide our solutions and services.
These forward-looking statements involve various risks and uncertainties. Although we believe that our expectations
expressed in these forward-looking statements are reasonable, our expectations may later be found to be incorrect. Our
actual results could be materially different from our expectations. Other sections of this annual report include
additional factors that could adversely impact our business and financial performance. Moreover, we operate in an
evolving environment. New risk factors and uncertainties emerge from time to time and it is not possible for our
management to predict all risk factors and uncertainties, nor can we assess the impact of all factors on our business or
the extent to which any factor, or combination of factors, may cause actual results to differ materially from those
contained in any forward-looking statements. You should read thoroughly this annual report and the documents that
we refer to with the understanding that our actual future results may be materially different from and worse than what
we expect. We qualify all of our forward-looking statements by these cautionary statements.

Table of Contents 9
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data
Selected Consolidated Financial Data

The following selected consolidated financial information for the periods and as of the dates indicated should be read
in conjunction with our consolidated financial statements and related notes and Item 5. Operating and Financial
Review and Prospects in this annual report.

Our selected consolidated financial data presented below for the years ended December 31, 2016, 2017 and 2018 and
our balance sheet data as of December 31, 2017 and 2018 have been derived from our audited consolidated financial
statements included elsewhere in this annual report. Our audited consolidated financial statements are prepared in
accordance with U.S. GAAP.

Our selected consolidated financial data presented below for the year ended December 31, 2014 and 2015 and our
balance sheet data as of December 31, 2014, 2015 and 2016 have been derived from our audited financial statements
not included in this annual report.

Starting in 2016, we began reporting our operating results in two operating segments, namely hosting and related
services and managed network services. Content delivery network services, or CDN services, which were previously
offered as part of our hosting and related services business segment, were moved to the managed network services
business segment in the fourth quarter of 2016. Our consolidated statements of operations for the years ended
December 31, 2014, 2015 and 2016 as presented in this annual report were modified to reflect this change in segment
reporting for consistency purposes.
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In September 2017, we completed the disposal of our managed network services business segment, including CDN
services, hosting area network services, route optimization and last-mile broadband businesses, and deconsolidated the
financial results related to the managed network services business segment in our consolidated statements of
operations starting from the fourth quarter of 2017.

Consolidated
Statement of
Operations Data:
Net revenues:
Hosting and related
services

Managed network
services

Total net revenues
Cost of revenues()

Gross profit
Operating (expenses)
income:

Sales and marketing
expenses)

Research and
development
expenses)

General and
administrative
expenses)
(Allowance)/reversal
for doubtful debt
Changes in the fair
value of contingent
purchase
consideration payable
Impairment of
long-lived assets
Impairment of
goodwill

Operating income

Operating (loss)
profit

Table of Contents

2014
RMB

1,505,233
1,371,214

2,876,447
(2,066,304)

810,143

(287,229)

(121,676)

(483,396)

(9,913)

(22,629)

(114,700)

For the Year Ended December 31,

2015
RMB

2016
RMB

2017
RMB

2018

RMB

(in thousands, except share and per share data)

2,369,223
1,265,149

3,634,372
(2,780,614)

853,758

(359,460)

(142,835)

(568,741)

(32,199)

(43,325)

8,569

(284,233)

2,668,655
973,119

3,641,774
(2,929,638)

712,136

(352,926)

(149,337)

(639,648)

(117,564)

93,307

(392,947)

6,783

(840,196)

2,975,178
417,527

3,392,705
(2,634,295)

758,410

(256,682)

(149,143)

(519,950)

(37,427)

(937)
(401,808)
(766,440)

5,439

(1,368,538)

3,401,037

3,401,037
(2,456,166)

944,871

(172,176)

(92,109)

(462,637)

598

13,905

5,027

237,479

US$

494,660

494,660
(357,235)

137,425

(25,042)

(13,397)

(67,288)

87

2,022

731

34,538
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Net loss (328,477)
Net (income) loss

attributable to

non-controlling

interest (20,003)

Net loss attributable
to Company s

ordinary shareholders (348,480)

Loss per share:

Basic (0.89)
Diluted (0.89)
Loss per ADS:

Basic (5.34)
Diluted (5.34)
Shares used in loss

per share

computation:

Basic 401,335,788
Diluted 401,335,788

Table of Contents

(401,275) (931,922) (917,644)

(26,824) 298,324 144,914

(428,099) (633,598) (772,730)

(0.85) (1.37) (1.36)
(0.85) (1.37) (1.36)
(5.10) (8.22) (8.16)
(5.10) (8.22) (8.16)

492,065,239 617,169,833 672,836,226
492,065,239 617,169,833 672,836,226

(186,736)

(18,329)

(205,065)

(0.30)

(0.30)

(1.80)

(1.80)

674,732,130
674,732,130

(27,161)

(2,666)

(29,827)

(0.04)

(0.04)

(0.24)

(0.24)

674,732,130
674,732,130
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(1) Share-based compensation was included in the related operating expense categories as follows:

For the Year Ended December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB US$
(in thousands)
Allocation of share-based compensation expenses:

Cost of revenues 7,163 12,422 4,110) 277) 2,668 388
Sales and marketing expenses 13,482 13,488 2,490 (681) 2,139 311
Research and development expenses 4,176 10,303 (2,924) 142 1,385 201
General and administrative expenses 208,914 153,814 123,273 47,945 53,346 7,759
Total share-based compensation expenses 233,735 190,027 118,729 47,129 59,538 8,659
As of December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB US$

(in thousands)
Consolidated Balance Sheet

Data:

Cash and cash equivalents 644,415 1,685,054 1,297,418 1,949,631 2,358,556 343,038
Restricted cash (current asset) 161,649 195,230 1,963,561 242,494 265,214 38,574
Short-term investments 911,242 102,300 277,946 548,890 245,014 35,636
Accounts and notes receivable,

net 739,945 694,108 655,459 455,811 524,305 76,257
Total current assets 2,831,618 3,437,921 5,158,561 4,245,542 4,678,109 680,402
Restricted cash (non-current

asset) 121,415 128,515 33,544 3,344 37,251 5,418
Total assets 9,612,281 10,847,710 12,421,524 9,908,161 11,150,717 1,621,804
Total current liabilities 2,989,115 2,821,019 4,373,857 1,764,184 2,191,210 318,699
Total liabilities 6,611,618 6,023,106 5,570,507 4,707,157 5,787,533 841,762
Total mezzanine equity 773,706 790,229 700,000

Total shareholders equity 2,226,957 4,034,375 6,151,017 5,201,004 5,363,184 780,042

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.
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D. Risk Factors
Risks Related to Our Business and Industry

We may not be able to successfully implement our growth strategies.

We plan to further increase our services capacities. In 2018, we increased the aggregate number of cabinets under our
management by 1,574 from 29,080 as of December 31, 2017 to 30,654 as of December 31, 2018. In order to support
our growing customer demand, we plan to add new cabinets in 2019 through new self-built data centers, new phases
of existing self-built data centers and partnered data centers. To achieve this expansion plan, we will be required to
commit a substantial amount of operating and financial resources. Our planned capital expenditures, together with our
ongoing operating expenses, will cause substantial cash outflows. If we are not able to generate sufficient operating
cash flows or obtain alternative financings, our ability to fund our growth strategy may be limited. Alternative debt or
equity financing may not be available when needed or, if available, may not be available on satisfactory terms. Any
inability to obtain additional debt or equity financing or to generate sufficient cash from operations may require us to
prioritize projects or curtail capital expenditures and could adversely affect our results of operations.
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In addition, site selection is a critical factor in our expansion plans, and there may not be suitable properties available
with the necessary combination of high power capacity and optical fiber connectivity, which may have a negative
impact on our revenue growth. Moreover, we may not have sufficient customer demand in the markets where our data
centers are located. We may overestimate the demand for our services and as a result may increase our data center
capacity or expand our internet network more aggressively than needed, resulting in a negative impact to our gross
profit margins. Furthermore, the costs of construction and maintenance of new data centers constitute a significant
portion of our capital expenditures and operating expenses. If our planned expansion does not achieve the desired
results, our operating margins could be materially reduced, which would materially impair our profitability and
adversely affect our business and results of operations.

Delays in the construction of new data centers or the expansion of existing data centers could involve significant
risks to our business.

In order to meet customer demand in some of our existing and new markets, we need to expand existing data centers,
lease new facilities or obtain suitable land to build new data centers. Expansion of existing data centers and/or
construction of new data centers are currently underway, or being contemplated, in many of our markets. Such
expansion and/or construction require us to carefully select and rely on the experience of one or more designers,
general contractors, and subcontractors during the design and construction process. If a designer, general contractor,
or significant subcontractor experiences financial or other problems during the design or construction process, we
could experience significant delays and/or incur increased costs to complete the projects, resulting in negative impacts
on our results of operations.

Government policies and restrictions on the construction of new data centers or the expansion of existing data centers
may also have a material impact on our business. For example, since January 2019, Ministry of Industry and
Information Technology, or MIIT, and other regulatory authorities encourage data centers to adhere to certain average
levels of energy conservation and aim to reach several goals including, among others, maintaining the power usage
effectiveness (PUE) of newly constructed large and extra-large data centers at or below 1.4 from the year 2022
onwards. Some local governmental authorities also issued regulations and relevant implementation rules in order to
control the construction and expansion of data centers. For example, on September 6, 2018, the General Office of the
People s Government of Beijing Municipality issued a notice prohibiting new construction or expansion of data centers
which are involved in providing internet data services or information processing and storage support services within
certain areas of Beijing. Governmental authorities in Shanghai also announced similar guidance on January 2, 2019,
which provides that the PUE of newly constructed Internet data center is required to be strictly controlled below 1.3,
and the PUE of reconstructed internet data centers is required to be strictly controlled below 1.4. These regulatory
developments and uncertainties regarding their implementation may adversely affect the expansion and/or
construction progress of our data centers.

In addition, we need to work closely with the local power suppliers where our proposed data centers are located. If we
experience significant delays in the supply of power required to support the data center expansion or new
construction, either during the design or construction phases, the progress of the data center expansion and/or
construction could deviate from our original plans, which could cause material and negative effect on our revenue
growth, profitability and results of operations.

Any significant or prolonged failure in our infrastructure or services would lead to significant costs and

disruptions and would reduce our revenues, harm our business reputation and have a material adverse effect on
our financial results.
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Our data centers, power supplies and network are vulnerable to disruptions and to failure. Problems with the cooling
equipment, generators, backup batteries, routers, switches, or other equipment, whether or not within our control,
could result in service interruptions and data losses for our customers as well as equipment damage. Our customers
locate their computing and networking equipment in our data centers, and any significant or prolonged failure in our
infrastructure or services could significantly disrupt the normal business operations of our

Table of Contents

16



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

Table of Conten

customers and harm our reputation and reduce our revenue. While we offer data backup services and disaster recovery
services, which could mitigate the adverse effects of such a failure, most of our customers do not subscribe for these
services. Accordingly, any failure or downtime in one of our data centers could affect many of our customers. The
total destruction or severe impairment of any of our data centers could result in significant downtime of our services
and loss of customer data. Since our ability to attract and retain customers depends on our ability to provide highly
reliable service, even minor interruptions in our service could harm our reputation.

While we have not experienced any material interruptions in the past, services interruptions continue to be a
significant risk for us and could materially impact our business. Any services interruptions could:

require us to waive fees or provide free services;

cause our customers to seek damages for losses incurred;

require us to replace existing equipment or add redundant facilities;

cause existing customers to cancel or elect to not renew their contracts;

affect our reputation as a reliable provider of data center services; or

make it more difficult for us to attract new customers or cause us to lose market share.
Any of these events could materially increase our expenses or reduce our revenue, which would have a material
adverse effect on our results of operations.

We depend on third-party suppliers for key elements of our network infrastructure, data center and
telecommunication network services, and we also compete with some of the third-party suppliers, primarily China
Telecom and China Unicom, for certain telecommunication resources.

Our success depends in part upon our relationships with third-party suppliers, primarily China Telecom or China
Unicom, for key elements of network infrastructure and telecommunication network services, including hosting
facilities and bandwidth, and to some extent, optical fibers. We directly enter into agreements with the local
subsidiaries of China Telecom or China Unicom, from which we lease cabinets in the data centers built and operated
by them, with power systems, cabling and wiring and other data center equipment pre-installed. Because each local
subsidiary of China Telecom or China Unicom has independent authority and budget to enter into contracts, our
contract terms with these subsidiaries vary and are determined on a case-by-case basis. We generally define partnered
data centers as the data center space and cabinets we lease from China Telecom, China Unicom and other third parties
through agreements. Based on the specific requests of our customers, demands in different cities and our strategy for
points of presence, or POP, establishment, the locations and number of our partnered data centers may change from
time to time. As of December 31, 2018, we leased a total of 4,943 cabinets that are housed in our 38 partnered data
centers, accounting for 16.1% of the total number of our cabinets under management. If we are not able to secure
sufficient cabinets from China Unicom and China Telecom, it will have a material adverse effect on our business
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prospects and results of operations.

We also rely on our internet bandwidth suppliers, which are primarily China Telecom and China Unicom, for a
significant portion of our bandwidth needs and lease optical fibers from them to connect our data centers with each
other and with the telecommunications backbones and other internet service providers, or ISPs. Our agreements with
local subsidiaries of China Telecom or China Unicom usually have a one-year term with automatic renewal option.
We can offer no assurances that these service providers will continue to provide service to us on a cost-effective basis
or on otherwise competitive terms, if at all, or that these providers will provide us with additional capacity to
adequately meet customer demand or to expand our business. Any of these factors could limit our growth prospects
and materially and adversely affect our business.

China Telecom and China Unicom also provide data center and bandwidth services and directly compete with us
while we exercise little control over them. See ~ We may not be able to compete effectively against our
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current and future competitors. We believe that we have good business relationships with China Telecom and China
Unicom, and we have access to adequate hosting facilities and bandwidth to provide our services. However, there can
be no assurance that we can always secure hosting facilities and bandwidth from China Telecom and China Unicom
on commercially acceptable terms, or at all.

In addition, we currently purchase routers, switches and other equipment from a limited number of suppliers. We do
not carry significant inventories of the products we purchase, and we have no guaranteed supply arrangements with
our suppliers. The loss of a significant vendor could delay any build-out of our infrastructure and increase our costs. If
our suppliers fail to provide products or services that comply with evolving internet standards or that interoperate with
other products or services we use in our network infrastructure, we may be unable to meet all or a portion of our
customer service commitments, which could materially and adversely affect our results of operations.

Furthermore, we have experienced and expect to continue to experience interruptions or delays in network services.
Any failure on our part or the part of our third-party suppliers to achieve or maintain high data transmission capacity,
reliability or performance could significantly reduce customer demand for our services and damage our business and
reputation. As our customer base grows and their usage of telecommunications resources increases, we may be
required to make additional investments in our capacity to maintain adequate data transmission speed. The availability
of such capacity may be limited or the cost may be unacceptable to us. If adequate capacity is not available to us as
our customers usage increases, our network may be unable to achieve or maintain sufficiently high data transmission
capacity, reliability or performance. In addition, our operating margins may suffer if our bandwidth suppliers increase
the prices for their services and we are unable to pass along the increased costs to our customers.

Our leases for data centers could be terminated early, we may not be able to renew our existing leases on
commercially reasonable terms, and our rent could increase substantially in the future, which could materially and
adversely affect our operations.

We lease buildings with suitable power supplies and safe structures meeting our data center requirements and convert
them into data centers by installing power generators, air conditioning systems, cables, cabinets and other equipment.
We also build our own data centers from the ground up after obtaining suitable land. We also purchase data centers in
use or under construction from third parties. We generally refer to these three types of data centers as self-built data
centers. Our operating leases generally have three to twenty years lease terms with renewal options. As of

December 31, 2018, our self-built data centers house 25,711 cabinets, or 83.9% of the total number of our cabinets
under our management. We plan to renew our existing leases upon expiration. However, we may not be able to renew
these leases on commercially reasonable terms, if at all. We may experience an increase in our rent payments. In
addition, although the lessors of our self-built data centers generally do not have the right of early termination and we
have not experienced any early termination as of the date of this annual report, the lease could be terminated early if
we are in material breach of the lease agreements or the leased premises become unavailable due to reasons beyond
the lessors control. If our leases for data centers were terminated early, we may have to relocate our data center
equipment and the servers and equipment of our customers to a new building and incur significant costs related to
relocation. Any relocation could also affect our ability to provide services and harm our reputation. As a result, our
business and results of operations could be materially and adversely affected.

We were named as a defendant in a putative shareholder class action lawsuit in the past, if we are involved in
similar class action lawsuits, such proceedings could have a material adverse impact on our business, financial

condition, results of operation, cash flows and reputation.

In the past, we have been named as defendant in a putative shareholder class action lawsuit described in  Item 8.
Financial Information A. Consolidated Statements and Other Financial Information Legal and
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Administrative Proceedings Litigation, which has been settled, but we may be involved in similar class action lawsuits
in the future. Any such class action lawsuit, whether or not successful, may utilize a significant portion of our cash
resources, divert management s attention from the day-to-day operations of our company, harm our reputation and
restrict our ability to raise capital in the future, all of which could harm our business. We also may be subject to

claims for indemnification related to these matters, and we cannot predict the impact that indemnification claims may
have on our business or financial results.

Difficulties in identifying, consummating and integrating acquisitions and alliances and potential write-off in
connection with our investment or acquisitions may have a material and adverse effect on our business and results
of operations.

As part of our growth strategy, we have acquired, and may in the future acquire, companies that are complementary to
our business. From time to time, we may also make alternative investments and enter into strategic partnerships or
alliances as we see fit. For example, in October 2012, we entered into a commercial operator agreement with
Microsoft Corporation to expand Microsoft s premier commercial public cloud services, Office 365 and Windows
Azure, in China, and we further agreed with them to extend the agreement and establish a long-term partnership in
March 14, 2018. We further expanded to provide private cloud and hybrid services through our partnership with IBM
in 2014. In October 2016, we launched IBM cloud services (previously known as Bluemix) which are now generally
available in China. In March 2017, we entered into an investment agreement with Warburg Pincus to establish a
multi-stage joint venture and build a digital real estate platform in China, pursuant to which we and Warburg Pincus
agreed to contribute assets, capital and other resources to this joint venture. In November 2017, we entered in to a
definitive agreement with BMW to provide a cutting-edge turnkey solutions to BMW, as well as private and hybrid
cloud services, to support BMW s strong capacity needs in China. In July 2018, our wholly-owned subsidiary
Shanghai Blue Cloud Technology Co., Ltd., or SH Blue Cloud, entered into distribution agreements with each of
Unify Cloud, AvePoint, Agile Point and Fadada.com to distribute their products and services in mainland China.
However, past and future acquisitions, partnerships or alliances may expose us to potential risks, including risks
associated with:

the integration of new operations and the retention of customers and personnel;

significant volatility in our operating profit (loss) due to changes in the fair value of our contingent purchase
consideration payable;

unforeseen or hidden liabilities, including those associated with different business practices;

the diversion of management s attention and resources from our existing business and technology by
acquisition, transition and integration activities;

failure to achieve synergies with our existing business and generate revenues as anticipated;

failure of the newly acquired businesses, technologies, services and products to perform as anticipated;
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inability to generate sufficient revenues to offset additional costs and expenses;

breach or termination of key agreements by the counterparties;

the costs of acquisitions;

international operations conducted by some of our subsidiaries;

any different interpretations on contingent purchase consideration; or

the potential loss of, or harm to, relationships with both our employees and customers resulting from our
integration of new businesses.

Any of the potential risks listed above could have a material and adverse effect on our ability to manage our business

and our results of operation.

Table of Contents

22



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

Table of Conten

In addition, we record goodwill if the purchase price we pay in the acquisitions exceeded the amount assigned to the
fair value of the net assets or business acquired. We are required to test our goodwill and intangible assets for
impairment annually or more frequently if events or changes in circumstances indicate that they may be impaired. We
may record impairment of goodwill and acquired intangible assets in connection with our acquisitions if the carrying
value of our acquisition goodwill and related acquired intangible assets in connection with our past or future
acquisitions are determined to be impaired. We cannot be assured the acquired businesses, technologies, services and
products from our past acquisitions and any potential transaction will generate sufficient revenue to offset the
associated costs or other potential unforeseen adverse effects on our business. Furthermore, we may need to raise
additional debt or sell additional equity or equity-linked securities to make or complete such acquisitions. See =~ We may
require additional capital to meet our future capital needs, which may adversely affect our financial position and result
in additional shareholder dilution.

We may not be able to increase sales to our existing customers and add new customers, which would adversely
affect our results of operations.

Our growth depends on our ability to continue to expand our service offerings to existing customers and attract new
customers. We may be unable to sustain our growth for a number of reasons, such as:

capacity constraints;

inability to identify new locations or reliable data centers for cooperation or lease;

a reduction in the demand for our services due to the current or future economic recession;

inability to market our services in a cost-effective manner to new customers;

inability of our customers to differentiate our services from those of our competitors or inability to
effectively;

inability to successfully communicate the benefits of data center services to businesses;

the decision of businesses to host their internet infrastructure internally or in other hosting
facilities as an alternative to the use of our data center services;

inability to expand our sales to existing customers; and

reliability, quality or compatibility problems with our services.
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A substantial amount of our past revenues were derived from service upgrades by existing customers. Our costs
associated with increasing revenues from existing customers are generally lower than costs associated with generating
revenues from new customers. Therefore, slowing revenue growth or declining revenues from our existing customers,
even if offset by an increase in revenues from new customers, could reduce our operating margins. Any failure to
continue attracting new customers or grow our revenues from existing customers for a prolonged period of time could
have a material adverse effect on our results of operations.

We may not be able to compete effectively against our current and future competitors.

We face competitions from various industry players, including carriers such as China Telecom and China Unicom,
carrier-neutral service providers in China such as SINNET and GDS, cloud services providers such as AWS and
AliCloud, VPN service providers such as Citic Telecom CPC, China Telecom, PCCW, and CBCcom, as well as new
market entrants in the future. Competition is primarily centered on the quality of service and technical expertise,
security, reliability and functionality, reputation and brand recognition, financial strength, the breadth and depth of
services offered, and price. Some of our current and future competitors have substantially greater financial, technical
and marketing resources, greater brand recognition, and more established relationships in the industry than we do. As
a result, some of these competitors may be able to:

adapt to new or emerging technologies and changes in customer requirements more quickly;

10
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bundle services and provide at reduced prices;

take advantage of acquisition and other opportunities more readily;

adopt more aggressive pricing policies and devote greater resources to the promotion, marketing, and sales
of their services; and

devote greater resources to the research and development of their products and services.
If we are unable to compete effectively and successfully against our current and future competitors, our business
prospects, financial condition and results of operations could be materially and adversely affected.

Our self-built and partnered data centers are vulnerable to security breaches, which could disrupt our operations
and have a material adverse effect on our business, financial performance and results of operations.

A party who is able to compromise the security measures of our data centers and networks or the security of our
infrastructure could misappropriate either our proprietary information or the information of our customers, or cause
interruptions or malfunctions in our operations. In addition, we have limited control over our partnered data centers,
which are primarily operated by China Telecom or China Unicom. We may be required to devote significant capital
and resources to protect against such threats or to alleviate problems caused by security breaches. As techniques used
to breach security change frequently and are generally not recognized until launched against a target, we may not be
able to implement security measures in a timely manner or, if and when implemented, we may not be certain whether
these measures could be circumvented. Any breaches that may occur could expose us to increased risk of lawsuits,
regulatory penalties, loss of existing or potential customers, harm to our reputation and significant increases in our
security costs, which could have a material adverse effect on our financial performance and results of operations. For a
detailed discussion, see Item 4. Information on the Company B. Business Overview Regulations Regulations on Internet
Security.

A severe or prolonged downturn in the global or Chinese economy could materially and adversely affect our
business and our results of operation.

The global financial markets experienced significant disruptions in 2008 and the United States, European and other
economies went into recession. The recovery from the lows of 2008 and 2009 was uneven and the global
macroeconomic environment is facing new challenges, including the escalation of the European sovereign debt crisis
since 2011, the hostilities in the Ukraine, and the end of quantitative easing by the U.S. Federal Reserve and the
economic slowdown in the Eurozone in 2014. It is unclear whether these challenges will be contained and what effects
they each may have.

Our business and operations are primarily based in China and most of our revenues are derived from our operations in
China. Accordingly, our financial results have been, and are expected to continue to be, affected by the economy and
data center services industry in China. Although the economy in China has grown significantly in the past decades, it
still faces challenges. The Chinese economy has slowed down in recent years. According to the National Bureau of
Statistics of China, China s gross domestic product (GDP) growth was 6.6% in 2018. There is considerable uncertainty
over the long-term effects of the expansionary monetary and fiscal policies adopted by the central banks and financial
authorities of some of the world s leading economies, including the United States and China. There is considerable
uncertainty surrounding the policy decisions the Trump Administration in the United States will make, especially in
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regard to foreign policy, which may impact the relationship between China and the United States. There have been
concerns over unrest and terrorist threats in the Middle East and Africa, which have resulted in volatility in oil and
other markets, and over the conflicts involving Ukraine and Syria. There have also been concerns on the relationship
among China and other countries, including surrounding Asian countries, which may potentially lead to foreign
investors closing down their business or withdrawing their investment in China and thus existing the China market,
and other economic
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effects. Economic conditions in China are sensitive to global economic conditions, as well as changes in domestic
economic and political policies and the expected or perceived overall economic growth rate in China. Recently there
have been signs that the rate of China s and global economic growth is declining. Any prolonged slowdown in the
global or Chinese economy may have a negative impact on our business, results of operations and financial condition,
and continued turbulence in the international markets may adversely affect our ability to access the capital markets to
meet liquidity needs.

The uncertainty surrounding the implementation and effect of Brexit and related negative developments in the
European Union could adversely affect our business, financial condition and results of operations.

In 2016, the United Kingdom voted to leave the European Union ( EU ) (commonly referred to as Brexit ). As a result
of the referendum, a complex and uncertain process of negotiation is now taking place to determine the future terms of
the UK s relationship with the EU, with the UK currently due to exit the EU on March 29, 2019. Our customers who
have significant operations in the U.K. may incur additional costs and expenses to adapt to potentially divergent
regulatory frameworks from the rest of the E.U.

The long-term nature of the UK s relationship with the EU is unclear and there is considerable uncertainty when, or if,
any withdrawal agreement or long-term relationship strategy, including trade deals, will be agreed to and implemented
by the UK and the EU. Brexit could adversely affect European or worldwide political, regulatory, economic or market
conditions and could contribute to instability in political institutions and regulatory agencies. Brexit could also have
the effect of disrupting the free movement of goods, services, and people between the UK, the EU and elsewhere.
There can be no assurance that any or all of these events, or others that we cannot anticipate at this time, will not have
a material adverse effect on our business, financial condition and results of operations.

Our business could be adversely affected by trade tariffs or other trade barriers.

In March 2018, U.S. President Donald J. Trump announced the imposition of tariffs on steel and aluminum entering
the United States and in June 2018 announced further tariffs targeting goods imported from China. Recently both
China and the U.S. have each imposed tariffs indicating the potential for further trade barriers. Although we do not
currently export any products to the United States, it is not yet clear what impact these tariffs may have or what
actions other governments, including the Chinese government may take in retaliation. Although we only provide
services, tariffs could potentially impact the business of our suppliers and business partners which may in turn affect
our business. In addition, these developments could have a material adverse effect on global economic conditions and
the stability of global financial markets. Any of these factors could have a material adverse effect on our business,
financial condition and results of operations.

If we are unable to meet our customers requirements, our reputation and results of operations could suffer.

Our agreements with our customers contain certain guarantees regarding our performance. For hosting services, we
guarantee 99.9% uptime for power and 99.9% uptime for network connectivity, failure of which will cause us to
provide free service for a following period of time. In 2016, one of our data centers in southern China experienced a
network outage for an extended period of time due to supplier-side connectivity issues. As a result, we failed to meet
the 99.9% uptime for network connectivity and provided free service for a following period of time to all customers
who were affected pursuant to customer contracts. This is a one-time incident and did not have any material impact on
our business. If in the future similar incidents were to recur or we are unable to provide customers with quality
customer support, we could face customer dissatisfaction, decreased overall demand for our services, and loss of
revenue. In addition, inability to meet customer service expectations may damage our reputation and could
consequently limit our ability to retain existing customers and attract new customers, which would adversely affect
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We rely on customers in the internet industry for most of our revenues.

We derived a majority of our revenues in 2018 from customers in China s internet industry, including online media,
e-commerce, live broadcasting, social networking, online game companies, portals, search engines, mobile internet
and cloud services providers. The business models of some internet companies are relatively new and have not been
well proven. Many internet companies base their business prospects on the continued growth of China s internet
market, which may not happen as expected.

In addition, our business would suffer if companies in China s internet sector reduce the outsourcing of their data
center services. If any of these events happen, we may lose customers or have difficulties in selling our services,
which would materially and adversely affect our business and results of operations.

We may require additional capital to meet our future capital needs, which may adversely affect our financial
position and result in additional shareholder dilution.

We will require significant capital expenditures to fund our future growth. We may need to raise additional funds
through equity or debt financings in the future in order to meet our capital needs mostly in relation to the construction
of our self-built data centers and future acquisition opportunities.

In August 2017, we issued US$200 million in aggregate principal amount of USD-denominated notes due 2020 at a
coupon rate of 7.000% per annum, or the Original Notes. In September 2017, we issued US$100 million in aggregate
principal amount of USD-denominated notes due 2020 at a coupon rate of 7.000% per annum, or the Notes. The Notes
were priced at a slight premium of 100.04, with an effective yield of 6.98%. The Notes constitute a further issuance

of, and were consolidated to form a single series with, the Original Notes. The Original Notes and the Notes are
collectively referred to as the 2020 Notes . Interest on the 2020 Notes is payable semi-annually in arrears on, or nearest
to, August 17 and February 17 in each year, beginning on February 17, 2018. The 2020 Notes have restrictive
covenants relating to financial ratios as well as our capital raising activities and other financial and operational

matters, which may make it more difficult for us to obtain additional capital and to pursue business opportunities,
including potential acquisitions. Such covenants restrict our abilities to declare dividends or incur or guarantee
additional indebtedness, among other things. See Item 5. Operating and Financial Review and Prospects B. Liquidity
and Capital Resources for more detailed information on restrictive covenants of the 2020 Notes.

In January 2015, we issued (i) 39,087,125 Class A and 18,250,268 Class B ordinary shares to King Venture Holdings
Limited, or Kingsoft, for an aggregate cash consideration of US$172 million; (ii) 6,142,410 Class A and 10,524,257
Class B ordinary shares to Xiaomi Ventures Limited, or Xiaomi, for an aggregate cash consideration of

US$50 million; and (iii) 24,668,022 Class A ordinary shares (in the form of 4,111,337 ADSs) to Esta, for an aggregate
cash consideration of US$74 million.

In May 2016, we issued 31,996,874 Class A and 111,053,390 Class B ordinary shares to Tus-Holdings Co., Ltd., or
Tus-Holdings, for an aggregate cash consideration of US$388 million.

If we raise additional funds through further issuances of equity or equity-linked securities, our existing shareholders
could suffer significant dilution in their percentage ownership of our company, and any new equity securities we issue
could have rights, preferences, and privileges senior to those of holders of our ADSs or ordinary shares.

Servicing our debt requires a significant amount of cash, and we may not have sufficient cash flow from our

business to pay our debt.
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13

Table of Contents

30



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

Table of Conten

factors beyond our control. Our business may not continue to generate cash flow from operations in the future
sufficient to service our debt and make necessary capital expenditures. If we are unable to generate such cash flow, we
may be required to adopt one or more alternatives, such as selling assets, restructuring debt or obtaining additional
equity capital on terms that may be onerous or highly dilutive to our current shareholding structure. Our ability to
refinance our indebtedness will depend on the capital markets and our financial condition at such time. We may not be
able to engage in any of these activities or engage in these activities on desirable terms, which could result in a default
on our debt obligations.

As of December 31, 2018, our total consolidated indebtedness and other liabilities representing total bank borrowings,
bonds payable, accounts and notes payable and accrued expenses and other payables were RMB3,323.9 million
(US$483.4 million). Failure to servicing our debt would constitute an event of default under the terms of the bonds,
which would have a material adverse effect on our financial condition and results of operations.

Our substantial level of indebtedness could adversely affect our ability to raise additional capital to fund our
operations, expose us to interest rate risk to the extent of our variable rate debt, and if we are unable to comply with
the restrictions and covenants contained in our debt agreements, an event of default could occur under the terms of

such agreements, which could cause repayment of such debt to be accelerated.

We have substantial indebtedness. Based on our current expansion plans, we expect to continue to finance our
operations through the incurrence of debt. Our indebtedness could, among other consequences:

make it more difficult for us to satisfy our obligations under our indebtedness, exposing us to the risk of
default, which, in turn, would negatively affect our ability to operate as a going concern;

require us to dedicate a substantial portion of our cash flows from operations to interest and principal
payments on our indebtedness, reducing the availability of our cash flows for other purposes, such as capital
expenditures, acquisitions and working capital;

limit our flexibility in planning for, or reacting to, changes in our business and the industries in which we
operate;

increase our vulnerability to general adverse economic and industry conditions;

place us at a disadvantage compared to our competitors that have less debt;

expose us to fluctuations in the interest rate environment because the interest rates on borrowings under our
project financing agreements are variable;

increase our cost of borrowing;

Table of Contents 31



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

limit our ability to borrow additional funds; and

require us to sell assets to raise funds, if needed, for working capital, capital expenditures, acquisitions or
other purposes.
As a result of covenants and restrictions, we are limited in how we conduct our business, and we may be unable to
raise additional debt or equity financing to compete effectively or to take advantage of new business opportunities.
Our current or future borrowings could increase the level of financial risk to us and, to the extent that the interest rates
are not fixed and rise, or that borrowings are refinanced at higher rates, our available cash flow and results of
operations could be adversely affected.

If we are unable to comply with the restrictions and covenants in our current or future debt and other agreements,
there could be a default under the terms of these agreements. In the event of a default under these agreements, the

holders of the debt could terminate their commitments to lend to us, accelerate the debt and declare all amounts
borrowed due and payable or terminate the agreements, whichever the case may be.
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Furthermore, some of our debt agreements may contain cross-acceleration or cross-default provisions. As a result, our
default under one debt agreement may cause the acceleration of debt or result in a default under our other debt
agreements. If any of these events occur, we cannot assure you that our assets and cash flow would be sufficient to
repay in full all of our indebtedness, or that we would be able to find alternative financing. Even if we could obtain
alternative financing, we cannot assure you that it would be on terms that are favorable or acceptable to us.

Increased power costs and limited availability of electrical resources could adversely affect our results of
operations.

We are a large consumer of power and costs of power account for a significant portion of our overall costs for both
our self-built data centers and partnered data centers. We may not be able to pass on increased power costs to our
customers, which could harm our results of operations.

Power and cooling requirements at our data centers are also increasing as a result of the increasing power demands of
today s servers. Since we rely on third parties to provide our data centers with power, our data centers could have a
limited or inadequate access to power. Our customers demand for power may also exceed the power capacity in our
older data centers, which may limit our ability to fully utilize these data centers. This could adversely affect our
relationships with our customers, which could harm our business and have an adverse effect on our results of
operations.

If we are unable to manage our growth effectively, our financial results could suffer.

The growth of our business and our service offerings may strain our operating and financial resources. Furthermore,
we intend to continue expanding our overall business, customer base, headcount, and operations. Managing a
geographically dispersed workforce requires substantial management effort and significant additional investment in
our operating and financial system capabilities and controls. If our information systems are unable to support the
demands placed on them by our growth, we may need to implement new systems, which would be disruptive to our
business. We may also initiate similar network upgrade in the future if required by our operations. We may be unable
to manage our expenses effectively in the future due to the expenses associated with these expansions and such
expansions or upgrade may cause disruption of services to our customers, which may negatively impact our net
revenues and operating expenses. If we fail to improve our operational systems or to expand our customer service
capabilities to keep pace with the growth of our business, we could experience customer dissatisfaction, cost
inefficiencies, and lost revenue opportunities, which may materially and adversely affect our results of operations.

If we are unable to successfully identify and analyze changing market trends and adjust our growth strategies
accordingly in a timely and cost-effective manner, our results of operations could be adversely affected.

As China s internet infrastructure market remains at its early stage, especially compared to those in more advanced
economies, we generally operate in a more complex business environment with changing market dynamics. On one
hand, the imbalance between material growth in internet traffic and the relative limited supply of high quality internet
infrastructure services drives strong demand for not only data center services, but also complementary value-added
services in adjacent markets, including interconnectivity services, network transmission services and cloud services
among others. On the other hand, the potential changes in competitive landscape and regulations in an otherwise
highly regulated market continues to present ambiguities and challenges. Therefore, we need to evaluate, on a
continuously basis, the changing market dynamics and from time to time make adjustments to our growth strategies
and operations accordingly. Any material changes to our strategies and operations, including adjustments to business
models, new business areas and acquisitions, are evaluated financially, strategically and operationally by the
management and approved by our board of directors. In 2017, after thorough evaluation by the management and
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our managed network services business segment, including CDN services, hosting area network services, route
optimization and last-mile broadband businesses, as these businesses were loss-making due to the intense market
competition. However, if we fail to capture new growth opportunities, or become unsuccessful in modifying our
strategies and operations to adapt to these changing market conditions in a timely and cost-effective manner, our
results of operations could be materially and adversely affected.

In addition, we have and may continue to expand in new business areas that we believe either strengthen our
competitive position or will improve our future growth rates. Some of these new business areas require substantial
upfront investments, which may precede anticipated generation of revenues. For example, as large-scale cloud service
providers have increasing demands for customized data centers, we are planning to provide wholesale data center
services for them. If we fail to successfully manage the progress of these new growth initiatives, or if changing market
conditions prove to work against our proposed business plans, or if we fail to compete effectively with other market
players, we may not be able to attract new customers and generate general revenues and profits as anticipated, which
may materially and adversely affect our business expansion.

If we are unable to adapt to evolving technologies and customer demands in a timely and cost-effective manner,
our ability to sustain and grow our business may suffer.

To be successful, we must adapt to our rapidly changing market by continually improving the performance, features,
and reliability of our services and modifying our business strategies accordingly. We could also incur substantial costs
if we need to modify our services or infrastructure in order to adapt to these changes. We may not be able to timely
adapt to changing technologies, if at all. Our ability to sustain and grow our business would suffer if we fail to respond
to these changes in a timely and cost-effective manner. New technologies or industry standards have the potential to
replace or provide lower cost alternatives to our data center services. The adoption of such new technologies or
industry standards could render some or all of our services obsolete or unmarketable. We cannot guarantee that we
will be able to identify the emergence of all of these new service alternatives successfully, modify our services
accordingly, or develop and bring new products and services to market in a timely and cost-effective manner to
address these changes. If and when we do identify the emergence of new service alternatives and introduce new
products and services to market, those new products and services may need to be made available at lower price points
than our then-current services. Failure to provide services to compete with new technologies or the obsolescence of
our services could lead us to lose current and potential customers or could cause us to incur substantial costs, which
would harm our results of operations and financial condition. Our introduction of new alternative products and
services that have lower price points than current offerings may result in our existing customers switching to the lower
cost products, which could reduce our revenues and have a material adverse effect of our results of operations.

We have expanded to the cloud services market for a short period of time and failure to successfully grow our
cloud service business will have a material and adverse effect on our growth, results of operations and business
prospects.

Through our strategic partnership with Microsoft, we started providing public cloud service in 2013 and hybrid cloud
service in 2014. We further expanded to provide private cloud and hybrid services through our partnership with IBM
in 2014. In October 2016, we launched IBM cloud services which are now generally available in China. Cloud
services are a new and emerging market in China and we have limited experience in this market. Our success in the
cloud service business is subject to various risks and uncertainties, including:

our short history in the cloud services market;

Table of Contents 35



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

increase of our personnel mobility in the aggressive talent market competition;

the unprecedented market development and our possible lack of ability to keep up with the market
development;

information security restrictions imposed by the MIIT;
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continuous effort to adapt to various standards applicable to the cloud market, with the national cloud
standard still in process of being formulated;

our possible overestimation of the market demand and development, which leads to our overinvestment in
the new business;

the possibility of a difficult relationship with our major partners, such as Microsoft and IBM, including being
unable to extend our cooperation agreements;

the possible slow acceptance of cloud service in China and our failure to implement new business strategies;

competition from other market players, both domestic and abroad; and

new risks associated with the cloud services yet to be fully understood by the industry and market.
If we are unable to effectively manage these risks, we may not be able to successfully operate in the cloud services
market and achieve the expected growth.

In addition, the expansion into the cloud services market has resulted in a change to our business, including, among
others, the change of our customer base. The number of enterprise and government entity customers has increased
with our expansion into the cloud services market. Our lack of experience in dealing with enterprise and government
entity customers may pose new challenges for us. We may not be able to manage our business growth strategy as
planned and our results of operations and business prospects may be materially and adversely affected.

Any negative publicity and allegations against us may adversely affect our brand, public image and reputation,
which may harm our ability to attract and retain users and business partners and result in material adverse impact
on our business, results of operations and prospects.

Negative publicity and allegations about us, our products and services, our financial results or our market position in
general, including by short sellers or investment research firms, regardless of their veracity, may adversely damage
our brand, public image and reputation, harm our ability to attract and retain users and result in material adverse
impact on our share price, business, results of operations and prospects. For example, on September 10, 2014, Trinity
Research Group, or Trinity, a short seller that was allegedly formed in 2014, issued a report alleging that we operate
through a Ponzi scheme and have reported fraudulent financials and operating metrics. On September 17, 2014,
Trinity issued a second report. The trading price of our ADSs declined and two shareholder class action lawsuits were
filed against us and some of our directors and senior executive officers. Although through two separate and
comprehensive rebuttal reports, we have rejected all the allegations set out in the Trinity reports, and such class action
lawsuits have been settled in 2018, our share price fluctuated after such negative publicity, and we may be involved in
similar class action lawsuits in the future. Such negative publicity may have adversely damaged our brand, public
image and reputation, which may result in an adverse impact on our results of operations and prospects. See Item
8.A Legal Proceedings for more information on the two shareholder class action lawsuits.

Rapid urbanization and changes in zoning and urban planning in China may cause our leased properties to be
demolished, removed or otherwise affected.

Table of Contents 37



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

China is undergoing a rapid urbanization process, and zoning requirements and other governmental mandates with
respect to urban planning of a particular area may change from time to time. When there is a change in zoning
requirements or other governmental mandates with respect to the areas where our data centers are located, the affected
data centers may need to be demolished and removed. As a result, we may have to relocate our data centers to other
locations. We have not experienced such demolition and relocation in the past,
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but we cannot assure you that we will not experience demolitions or interruptions of our data center operations due to
zoning or other local regulations. Any such demolition and relocation could cause us to lose primary locations for our
data centers and we may not be able to achieve comparable operation results following the relocations. While we may
be reimbursed for such demolition and relocation, we cannot assure you that the reimbursement, as determined by the
relevant government authorities, will be sufficient to cover our direct and indirect losses. Accordingly, our business,
results of operations and financial condition may be materially and adversely affected.

Our senior management has worked together for a relatively short period of time, which may make it difficult for
you to evaluate their effectiveness and ability to address challenges.

Due to recent changes to our management team, certain of our senior management and employees have worked
together at our company for a relatively short period of time. For example, we have experienced turnover in our senior
management ranks and hired or appointed a number of executive officers and senior management, including our chief
executive officer and president and chief financial officer in early 2018. In light of the foregoing circumstances, it may
be difficult for you to evaluate the effectiveness of our senior management and their ability to address future
challenges to our business. Members of our senior management may not work together effectively as a team to
manage our growth successfully, which may expose us to a higher risk of internal control deficiencies and result in us
losing market share, business opportunity and revenues.

Our business depends substantially on the continuing efforts of our executives, and our business may be severely
disrupted if we lose their services.

Our future success heavily depends upon the continued services of our executives and other key employees. In
particular, we rely on the expertise and experience of Sheng Chen, our co-founder and executive chairman of the
board of directors. We rely on their industry expertise, their experience in our business operations and sales and
marketing, and their working relationships with our employees, our other major shareholders, our clients and relevant
government authorities. If one or more of our senior executives were unable or unwilling to continue in their present
positions, we might not be able to replace them easily or at all. If any of our senior executives joins a competitor or
forms a competing company, we may lose clients, suppliers, key professionals and staff members. Each of our
executive officers has entered into an employment agreement with us, which contains non-competition provisions.
However, if any dispute arises between our executive officers and us, we cannot assure you the extent to which any of
these agreements could be enforced in China, where these executive officers reside, in light of the uncertainties with
China s legal system. See  Risks Related to Doing Business in China Uncertainties with respect to the PRC legal system
could limit legal protections available to you and us.

If we are unable to recruit or retain qualified personnel, our business could be harmed.

We must continue to identify, hire, train, and retain IT professionals, technical engineers, operations employees, and
sales and management personnel who maintain relationships with our customers and who can provide the technical,
strategic, and marketing skills required for our company to grow. There is a shortage of qualified personnel in these
fields, and we compete with other companies for the limited pool of these personnel. Any failure to recruit and retain
necessary technical, managerial, sales, and marketing personnel, including but not limited to members of our
executive team, could harm our business and our ability to grow.

The benefits from our partnership with Warburg Pincus may take longer than expected to realize, if at all.

In March 2017, we signed an investment agreement with Warburg Pincus to establish a multi-stage joint venture and
build a digital real estate platform in China. The cooperation will allow us to reduce our capital expenditures in the

Table of Contents 39



Edgar Filing: 21Vianet Group, Inc. - Form 20-F

future as Warburg Pincus will take primary responsibilities to build new wholesale data centers. However, the success
of our partnership is dependent on the ability of the joint venture to source new
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projects and deals. There is no guarantee that the joint venture will be able to source new projects, find appropriate
project financing, negotiate favorable terms with the counterparties, adhere to scheduled timelines for project
completion, or navigate the Chinese real-estate market efficiently. In addition, there may be delays in completion of
current projects, caused by construction delays, budget overtures, prolonged negotiations with suppliers, contractors or
government entities, among other things. The failure of our cooperation with Warburg Pincus to carry out new and
current projects will cause us to continue making capital expenditures to maintain our growth. Furthermore, we cannot
assure you that we will be able to continuously lease data center spaces from Warburg Pincus at a commercially
reasonable price in the future, and it may lease its data centers to our competitors in its sole discretion. If we fail to
maintain a good relationship with Warburg Pincus or extend our partnership after the expiration of the investment
agreement, our results of operations could be materially and adversely affected.

The uncertain economic environment may continue to have an adverse impact on our business and financial
condition.

The uncertain economic environment could have an adverse effect on our liquidity. While we believe we have a
strong customer base, if the current market conditions were to worsen, some of our customers may have difficulty
paying us and we may experience increased churn in our customer base and reductions in their commitments to us.
For example, we had a long outstanding receivable from a state-owned enterprise client. We made a full allowance for
doubtful debt, even though we still have an opportunity to collect a portion of the receivable in the future. Although
we believe it to be a one-time expense, if similar circumstances do occur to other customers, we may be required to
further increase our allowance for doubtful debt and our results would be negatively impacted. Our sales cycle could
also be lengthened if customers slow spending, or delay decision-making, on our products and services, which could
adversely affect our revenues growth and our ability to recognize revenue. Finally, we could also experience pricing
pressure as a result of economic conditions if our competitors lower prices and attempt to lure away our customers
with lower cost solutions. Finally, our ability to access the capital markets may be severely restricted at a time when
we would like, or need, to do so which could have an impact on our flexibility to pursue additional expansion
opportunities and maintain our desired level of revenue growth in the future.

Our results of operations have fluctuated and may continue to fluctuate, which could make our future results
difficult to predict. This may also result in significant volatility in, and otherwise adversely affect, the market for
our ADSs.

Our results of operations have fluctuated and may continue to fluctuate due to a variety of factors, including many of
the risks described in this section, which are outside of our control. As a result, comparing our results of operations on
a period-to-period basis may not be meaningful. You should not rely on our results of operations for any prior periods
as an indication of our future operating performance. Fluctuations in our revenue can lead to even greater fluctuations
in our results of operations. Our budgeted expense levels depend in part on our expectations of long-term future
revenue. Given relatively fixed operating costs related to our personnel and facilities, any substantial adjustment to
our expenses to account for lower than expected levels of revenue will be difficult and time consuming. Consequently,
if our revenues do not meet projected levels, our operating performance will be negatively affected. Fluctuations in
our results of operations could result in significant volatility in, and otherwise adversely affect, the market for our
ADSs.

If we fail to maintain an effective system of internal control over financial reporting, we may be unable to

accurately report our financial results or prevent fraud, and investor confidence in our company and the market
price of our ADSs may be adversely affected.
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The SEC, as required by Section 404 of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, adopted rules
requiring most public companies to include a management report on such company s internal
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control over financial reporting in its annual report, which contains management s assessment of the effectiveness of
the company s internal control over financial reporting. In addition, when a company meets the SEC s criteria, an
independent registered public accounting firm must report on the effectiveness of the company s internal control over
financial reporting.

Our management and independent registered public accounting firm have concluded that our internal control over
financial reporting as of December 31, 2018 was effective. However, we cannot assure you that in the future our
management or our independent registered public accounting firm will not identify material weaknesses during the
Section 404 of the Sarbanes-Oxley Act audit process or for other reasons. In addition, because of the inherent
limitations of internal control over financial reporting, including the possibility of collusion or improper management
override of controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis.
As aresult, if we fail to maintain effective internal control over financial reporting or should we be unable to prevent
or detect material misstatements due to error or fraud on a timely basis, investors could lose confidence in the
reliability of our financial statements, which in turn could harm our business, results of operations and negatively
impact the market price of our ADSs, and harm our reputation. Furthermore, we have incurred and expect to continue
to incur considerable costs and to use significant management time and other resources in an effort to comply with
Section 404 and other requirements of the Sarbanes-Oxley Act.

Compliance with rules and regulations applicable to companies publicly listed in the United States is costly and
complex and any failure by us to comply with these requirements on an ongoing basis could negatively affect
investor confidence in us and cause the market price of our ADSs to decrease.

In addition to Section 404, the Sarbanes-Oxley Act also mandates, among other things, that companies adopt
corporate governance measures, imposes comprehensive reporting and disclosure requirements, sets strict
independence and financial expertise standards for audit committee members, and imposes 