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Short Profile

Since its establishment in 2014, the Swiss technology
holding Sandpiper Digital Payments has developed a
portfolio of five majority holdings and two substan-
tial minority holdings. The companies focus in par-
ticular on digital payment systems, digital security
and access control. Several subsidiaries have gained a
strong market position in the segment of closed-loop
payment systems for a defined user group. With its
large number of customers (2.5 million), Sandpiper
is an attractive partner or takeover candidate in the
digital payment systems market.

Swiss GAAP FER According to the most recent forecast, the Group in-
CH0033050961 tends to continue to organically increase its sales
0.127 Euro (from EUR 30 to 32 m in 2017) and to reach a
Regulated Market Berne break even on EBITDA basis. Sandpiper has started
Open Market Frankfurt several initiatives to stimulate growth and increase
211.7 m the margins. This includes the exploitation of syner-
27.5m gies in the Group and an intensified cooperation
37.7 m with partners, also internationally. An extension of
approx. 32 % (before carve-ou)  the business models by license and white-label solu-
0.26 / 0.04 Euro tions offers potentially a high earnings leverage.
11,300 Euro
2015 2016 2017e 2018e 2019e 2020e
18.3 28.9 30.1 31.1 34.6 38.7
-3.4 -5.9 -2.2% -0.6 0.1 0.6
-4.0 -8.3 13.0 -1.0 -0.4 0.0
-2.00 -4.00 4.88 -0.36 -0.15 0.00
0.00 0.00 0.00 0.00 0.00 0.00
58.0% 4.0% 3.4% 11.1% 12.0%
1.50 0.95 0.91 0.88 0.80 0.71
; ; 2.1 ; ; ;
- - = - 119.6 26.7
- - - - 620.3 59.4
0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
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Executive Summary

¢ Technology holding with five majority holdings: In relatively short time, the holding company
Sandpiper Digital Payments AG, founded in 2014, developed a portfolio of companies, which address
mainly the fields of digital payment systems, digital security and access control. Sandpiper possesses cur-
rently the majority in five subsidiaries as well as two substantial minority shares.

® Two heavyweights: The listed Intercard AG, in which Sandpiper holds a share of 50.4 percent, gener-
ates about three quarters of group sales together with the I'T security specialist Ergonomics (share 100 per-
cent). The system integrator IDpendant, benefitting from growing data protection requirements, makes a
substantial contribution as well. A particularly innovative subsidiary is the Dutch Multicard Nederland,
who has most recently initiated several reference projects with well-known customers.

® Niches successfully occupied: The market for cashless payment solutions shows very strong growth,
but it is also highly competitive. Sandpiper's subsidiaries have gained a strong position in niches, not least
thanks to relatively low Customer Acquisition Cost (CAC). The niches include closed-loop cashless pay-
ment systems with a defined user circle, which use the RFID/NFC technology in many cases. The Group
is currently also working intensively on new blockchain-based solutions and several subsidiaries have
launched promising projects in this field.

¢ Break even announced for 2018: In the course of the establishment of the portfolio, the group grew
strongly over the last years. In the financial year 2016, revenues rose by 58 percent and in the first half of

2017 by 44.8 percent. The operating result was most recently still deficient. However, the prospect of a
break even on EBITDA basis was held out for 2018.

¢ Scaling of the business model: The group is promisingly positioned in attractive markets. The estab-
lished large customer base and the high share of recurring revenues are very valuable assets. The focus is
now on the exploitation of synergies, the cross-selling in the Group and international growth, preferably
with white-label and license models. Very promising is also the cooperation with partners like banks and
insurance companies, whose CAC are mostly notably higher. Thus, both the recurring revenues, which
amount already to 60 percent of Group's sales, and the margins are to be significantly increased. Further
acquisitions are still on the agenda as well, especially as the team around the president of the Board of Di-
rectors Dr. Boersch and the vice-president Manfred Rietzler has a remarkable track record in this field.

¢ Doubling potential: Although Sandpiper has an excellent know-how in the identification, takeover and
integration of acquisitions, we have not yet calculated with further transactions and see, given a successful
realization of organic growth and margin potentials, a fair value of EUR 0.26 per share, which is thus
more than 100 percent over the current price. However, the estimation risk is above average and our rat-
ing is therefore ,,Speculative Buy .
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SWOT Analysis

Strengths

® Management and major shareholders have a
strong track record in the development of tech-
nology companies through buy-and-build.

® With sales of about EUR 30 m, a considerable

size was reached quickly.

® Young portfolio with high-growth companies
that have developed scalable platforms in attrac-
tive markets.

® 2.5 million existing customers across the Group
and high recurring revenues ensure stability.

® Leading positions in several market niches.

Relatively low customer acquisition costs as well as
high cross-selling and synergy potentials offer a
good basis for profitable growth.

Opportunities
® EBITDA break even announced for 2018.

® With the already established large customer base,
the holdings have an attractive asset, which they
now intend to monetize more strongly.

® A further internationalization of the activities of-
fers a high earnings leverage due to existing plat-
forms.

® Existing cooperations with large partners can be
developed increasing the potential with limited
risk.

® The Group addresses dynamic markets, in which
substantial market shares can be won fast with the

right offer.

® Financially strong investors that are expected to
support the growth are being involved via a carve-
out by Mountain Partners.

SWOT Analysis

March the 14th 2018 Re_segljyk_l

Weaknesses

® After it failed to meet the targets in financial year
2016/17, the management was replaced and the
financing of a subsidiary discontinued; the AG
had to announce the loss of half of the share capi-
tal.

® The group is still operating at a loss, the financial
reserves are at present relatively small.

® Only two portfolio companies account for 76
percent of consolidated revenue (in 2016).

® Project postponements brought most recently a
growth dip to the largest subsidiary Intercard.

The exploitation of synergies in the Group, such
as the standardization of technology platforms or
of the sales activities is a challenging task for the
management.

Threats

® Further share issues could lead to a notable dilu-
tion.

® Acquisitions in the context of the buy-and-build
strategy can fall short of expectations and burden

the group.

® Considering the multitude of possible growth op-
tions, the management has to identify the most
promising ones. The heterogeneous structure
bears the risk to dissipate energies and to over-
strain the management capacities.

® If the realization of synergies or the implementa-
tion of the expansion strategy fails, the Group's
break even could be delayed further and the fi-

nancing need could increase.

® The subsidiaries move in technologically advanced
and very dynamic markets. There is the risk of fol-
lowing the wrong trend and being left behind.
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Profile

Young technology holding

Sandpiper Digital Payments AG, based in St. Gallen,
Switzerland, was established in 2014 as an invest-
ment company with a focus on digital payment sys-
tems, digital security and access control. The Swiss
company started with the acquisition of minority
stakes in fast-growing technology companies, but
Sandpiper now holds a majority stake of five subsidi-
aries and a substantial stake in two other companies
(see organigram).

Focus: closed-loop payment systems

One focus of the portfolio is on the provision of
closed-loop payment systems with contactless data
transmission for a defined, often local or regional us-
er group (such as, students, festival visitors, company
staff etc.). For this purpose, smart cards based on
RFID/NEC technology (Radio-Frequency Identifi-
cation / Near Field Communication) are used in par-
ticular, which enable definitive user identification
and data exchange between a transmitter and a re-
ceiver. Other important building blocks of the de-
veloped solutions are online platforms for both users
and operators as well as mobile access and usage op-

BVl Rescarch
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tions. The AG manages the activities as an operating
holding company and pursues an active buy-and-
build approach in order to further expand the market
position of the individual subsidiaries and the

Group.

Germany as most important market

The holding company currently employs only one
investment manager. An external service provider
carries out essential controlling and management ser-
vices. In the five majority shareholdings, however,
nearly 200 of staff were most recently employed.
Consolidated sales in the first half of 2017 amounted
to 16.0 m Swiss francs, an increase of around 45 per-
cent over the previous year. Most of the revenues
were generated in Germany at 52.7 percent, followed
by Switzerland at about 39 percent (before consoli-
dation). The share of other markets is still compara-
tively small. Accordingly, three majority sharehold-
ings (Intercard, IDpendent and PAIR Solutions)
have their headquarters in Germany, while Ergo-
nomics is located in Switzerland and Multicard B.V.
in the Netherlands. In terms of sales, the two largest

Sandpiper Digital
Payments AG

Ergonomics AG
Switzerland
100 %

IDpendant
GmbH
Germany

Intercard AG
Germany
50.4 %

54 %

e2d4 AG
Switzerland
100 %

Polyright AG
Switzerland
29.4%

Multicard
Nederland BV.
Netherlands
100 %

PAIR Solutions
GmbH
Germany
100.%

Playpass NV Smartloyalty

Belgium AG

34.6 % Germany

15.3 %

Source: Company, own diagram
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subsidiaries Intercard and Ergonomics dominate
business activities and were responsible for 76 per-
cent of consolidated revenues in the financial period
2016 (figures for 2017 audited by Ernst&Young will
be announced in May).

Sales structure
6-month 2017

Others,
2.4 %

Netherlands.
6.0 %

Switzerland,

38.9 %

Germany,

52.7 %

Shares before consolidation; source: Company

Market leader for educational institutions

The largest subsidiary Intercard, which is itself listed
on the stock exchange, is largely responsible for the
fact that - according to its own statements - the
Group holds the leading position in the area of mul-
tifunctional smart cards for educational institutions
in Germany and Switzerland. The company has
equipped more than 190 universities and student
services in the two countries with systems that are
used by more than 1.3 million students. The subsidi-
ary has thus occupied an attractive market segment
in the area of closed-loop payment systems. Other
subsidiaries also address niches in this market and
have achieved a leading market position in a relative-
ly short period of time. According to the company,
Multicard B.V. has already achieved a high double-
digit percentage market share in the Netherlands
with a smart card based system for organising indi-
vidual passenger transports (especially for children,
elderly people and people with disabilities), and
more than 10 million passenger transports have al-
ready been carried out. And over 2 million visitors
have already used Playpass' integrated solution for
accreditation, entrance and payment at festivals,
making Playpass in the company's view the world's
number two in this field.

Profile
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Large customer hase

The companies have thus created one of the most
important assets, a large customer base. Intercard and
Multicard alone have a combined total of more than
2.5 million users, and other shareholdings have al-
ready established a good basis in other niches. An
important advantage of customer acquisition in de-
fined local, regional or event-related user groups lies
in the relatively low customer acquisition costs, since
the companies can often address propagators such as
public authorities, organizations or large partners. In
addition, system providers generally receive a fee for
the introduction of the solution. On the other hand,
the business is comparatively small in scale and
therefore not particularly interesting for industry
leaders. The companies active in this segment are
compensated with above-average contract terms (> 2
years). Moreover, add-on services often lead to a long
lifespan of the customer relationships and - depend-
ing on the structure of the contractual relationship -
often also to recurring income. The technology hold-
ing estimates the share of recurring revenues in the
Group’s sales at about 60 percent by now. For Sand-
piper, the establishment of the subsidiaries in various
segments of the market for closed-loop payment sys-
tems creates numerous additional opportunities. On
the one hand, for instance, the offer for the respec-
tive users can be extended by integrating additional
functionalities, on the other hand, the individual
holdings can support the cross-selling of other ser-
vices from the Group or jointly address new markets
with a more comprehensive solution.

Experienced initiator

The initiator of Sandpiper was the Swiss investment
company Mountain Partners, which emerged from
the Family Office of founder Dr. Cornelius Boersch
at the end of the 1990s and is also involved in opera-
tions. The team led by Dr. Boersch and Manfred
Rietzler has established a remarkable track record in
the buy-and-build segment. The best-known suc-
cesses are likely to be the establishment of the smart
card broker ACG, of the RFID specialist Smartrac
and of the security and access technology provider
Identiv. All three companies were listed on the stock
exchange and the exit took place at a multiple of the
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invested capital - the valuation of Smartrac and ACG
was even higher than EUR 0.5 and 1.0 billion re-
spectively. The buy-and-build approach is therefore
also the core element of Mountain Partners' strategy.
The major shareholder has invested in more than
200 technology and Internet companies over the past
twenty years, many of which - for example Alando
(ebay), Lieferando (Takeaway. com) or Scout24
(Deutsche Telekom) - have merged into large
groups. Moreover, the innovative cybersecurity tech-
nology SECUSMART was sold to Blackberry as

well.

Large management team

While Dr. Boersch is currently at the helm of the
Board of Directors of Sandpiper, Manfred Rietzler,
the former CEO of Smartrac, who co-founded
Sandpiper and also contributed to the development
of other successful companies in the history of
Mountain Partners, acts as deputy chairman. The
board is completed by former McKinsey senior part-
ner Hajo Riesenbeck and attorney and notary Dr.
Patrick Stach. Dr. Stach is moreover a member of
the Advisory Board of the St. Gallen University,
which supervises the Swiss institute for small and
medium-sized enterprises. The company is even
more broadly positioned at the level of operational
management. After a CEO and CFO (appointed in
October 2015) left the company respectively at the
end of 2016 and in April 2017 due to a failure to
meet targets, the central management tasks were dis-
tributed among a wide team of managers from the
subsidiaries (see diagram). Frank Steigberger, CEO
of PAIR Solutions, currently serves as Managing Di-
rector. In the near future, a new CFO is definitely to

March the 14th 2018 B Research
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join the company as well.

Change of shareholder structure

The team of Mountain Partners is currently very ac-
tively involved in order to quickly exploit the growth
opportunities that arise from the established portfo-
lio. The existing activities are to be strengthened and
expanded with further acquisitions. For this purpose,
shareholder structure will be changed in advance.
Mountain Partners has paid out its shares in Sandpi-
per, which amounted to just under 46 percent last
December, to its own sharecholders by means of a
carve-out. To this end, Mountain Partners published
an offer to repurchase its shares at a price of 32.50
Swiss francs, with the purchase price being settled in
Sandpiper shares at a price of 0.21 Swiss francs per
share. The reason for this measure is that numerous
financially strong strategic investors have so far only
held a share in Mountain Partners and are now to re-
ceive a direct stake in Sandpiper in order to co-
finance the future expansion. The measure has not
yet been completed, but has already been well re-
ceived: According to an announcement of 12 Febru-
ary, more than 50 shareholders took advantage of the
offer, so that the stake held by the investment com-
pany via BH Capital Management AG fell from 45.9
to 17.8 percent. Mountain Partners will continue to
maintain close ties with Sandpiper after the carve-out
and to provide further support. In contrast, Vice
Chairman of the Board of Directors Rietzler has in-
creased his personal share in Sandpiper to more than
5 percent (announcement: 6.5 percent), while it was
reported in December that Dr. Boersch had already
exceeded the 10 percent threshold (announcement:
10.1 percent). In addition, the bank-independent in-

Business Development, M&A Operations, M&A

Sales Internationalization Technologies, M&A

Frank Gerson Dr. Michael David Alexander
Steigberger Riesle Gollner de Wever Schiimperli
1) Car Cas
p terCard - 3
AR ‘ InferCarc _ EQ?”da”F fpplaypess P8 ..cerconomics
CEO PAIR Solutions CEQ InterCard AG CEO & Founder IDpendant CEQ & Founder Playpass CED Ergonomics, Founder e24
Marketing Financials, M&A Controlling Growth Financing, M&A Innovation, Platforms
Pieter P | Stefan Dr. Martin :‘ Ron Martin
Kooistra ] g . Thoma Russling “ 1 Schuermans Weiss
s ’ -
InterCard endant laypass A
multicard a‘ﬁ [Boendznt PRt ;eréonomics

CEO & Founder Multicard CFO InterCard AG

CFO & Founder IDpendant

CFO Playpass CTO & Founder Ergonomics

Source: Company
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Portfolio I: Intercard

Product: Multi-functional smart card

Sandpiper's largest subsidiary is Intercard AG, which
was founded in 2005. It is based in Villingen-
Schwenningen and is listed on the stock exchange in
Germany. The technology holding had increased its
stake in the company to just over 50 percent at the
end of 2016. Intercard's core product is a multifunc-
tional smart card, suitable for numerous fields of ap-
plication. The spectrum of possible applications
ranges from secure identification, access control and
time recording to payment functions and fleet ma-
nagement. An integrated complete solution is in-
stalled at the customer's premises. It includes, in ad-
dition to the cards, also hardware such as machines
and terminals and the necessary software for opera-
tion and administration. So far, especially public in-
stitutions and organizations have made use of this of-
fer. In the field of universities and student services,
Intercard is the market leader in the German-
speaking countries with around 190 customers and
1.3 m connected students.

March the 14th 2018 Research

Various sources of income

Intercard does not generate sales only from the sup-
ply and installation of the systems. During the con-
tract period, more cards are usually reordered and
the software and hardware are updated. An even
greater lever is the introduction of additional services
for the user - for instance, an extension by additional
payment functions with partners - which can also
generate higher current revenue. Currently, more
than 40 percent of annual sales is generated with
hardware and software, and chip cards account for a
good quarter. Services also play an important role
(about 23 percent), while reordering, accessories and
spare parts make the smallest contribution of around
7 percent.

Two-digit growth until 2016...

Over the last years, the company has repeatedly tak-
en over and successfully integrated smaller competi-
tors, in order to consolidate the industry and to
strengthen the own position. Initially, Multicard

Group

INTERCARD AG
INFORMATIONSSYSTEME

100% 1001% 1009 10698 0% 53 51% 70 4%

Professional
services SmbH
Datentechnik

Intercard GmbH
Kartensysteme

Multi-Access AG
[Schweiz}

Intrakey
technologies AG

caontrol Syst=ms

Muiticard EmbH GembH & Co. K2

muttifunctional
smart card
systems with
payment
function

multifunctional
smart card

systems with
payment
function

!

interCard Systems
Ine.

multifunctional
smart card
Eystems with
payment function

sales sctivities
Switzerland for
Intercard and
Intrakey

access and time

racording, fleat,

muftifunctional
solutions

card services,
cards,
accessories

systems for
billing of print
and copying costs

consultancy fior
smart card
solubions

smart card
systems for
printing and
copying, Usa

Source: Company

Portfolio I: Intercard
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GmbH (sales approx. EUR 0.5 million) was fully ac-
quired in 2014. This was followed by two acquisi-
tions in 2015 (70 percent of Professional Services
GmbH, sales of EUR 0.5 m / 100 percent of Multi-
Access AG, sales of EUR 1 m) and an acquisition in
2016 (52 percent of Control Systems GmbH & Co.
KG, sales > EUR 1 m). Partly thanks to this brisk
acquisition activity, sales were increased by an aver-
age of around 16 percent p.a. to EUR 14.9 m in the
years 2014 to 2016. In the end, EBITDA remained
stable at just over EUR 1 million during this period,
as the company had to process the acquisitions and
made higher investments in product development
and further internationalization.

...and decline in the first half of 2017

After a restrained order intake and project post-
ponements in the first half of 2017, the year was
used for the implementation of structural improve-
ments and the exploitation of synergies. The Sandpi-
per subsidiary had to accept a 12.4 percent sales de-
cline to EUR 6.2 m and an EBIT decrease to EUR -
0.32 m (after EUR 0.28 m in the previous year). In
consequence, the management initiated an adjust-
ment of the cost structures and an intensification of
sales activities. The outlook for the second half of the
year has been therefore already more optimistic. Fol-
lowing the acquisition of several new projects in the
field of higher education, a surplus was announced
for the period from July to December. According to
the forecast, however, the sales and profits from
2016 are unlikely to have been achieved over the year
as a whole. Intercard will publish the preliminary re-
sults for 2017 as planned on 23 March.

Investment in Polyright

Intercard continued to expand its market position
last year with its investment in Polyright AG. With
sales of more than 3 million Swiss francs, the com-
pany, which is based in the Canton of Valais in Swit-
zerland, is the leading provider of smart card systems
for contactless identification and payment processes
at the universities in the country and thus a direct
competitor of the Swiss Intercard subsidiary Multi-
Access AG. Prior to Intercard's investment, Polyright
was already a wholly owned subsidiary of Sandpiper,

Portfolio I: Intercard
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which was, however, sold as part of an MBO due to
financing issues in July 2017. At the same time, In-
tercard's entry was carried out via a convertible loan
in anticipation of a capital increase. Ultimately, In-
tercard then acquired a 29.4 percent stake, together
with the option to increase it to 52 percent in the
first half of 2018. A closer cooperation with Multi-
Access AG is planned, as well as a use of possible
synergies which had not been exploited in the old
structure.

Expansion of the business model

Due to last year's acquisitions, the Intercard group
has focussed on the adjustment of structures and fur-
ther measures to exploit synergies. The positive ef-
fects should be reflected more strongly in the figures
from 2019 onwards. By this time, new growth initia-
tives should also have a positive effect. In the seg-
ment of higher education, Intercard occupies an at-
tractive position, which is shaped by entrance barri-
ers based on existent installations and systems, long-
term contracts and customer relationships. Given the
high data security requirements, close cooperation
and coordination with administrations, student ser-
vices and organizations are the key to a successful
implementation also of new business models, which
can offer innovative increases in value to both uni-
versities and students as ,.early adopters®. In addition
to cooperations with payment service providers
(TWINT in Switzerland), online banks, mobile net-
work operators and insurance companies, a collabo-
ration with established companies and ICO start-ups
in the blockchain field is planned as well.

Geographical expansion

At present, the company is working with sister com-
panies and partners on the geographical expansion in
Europe and other interesting regions. It focuses in
particular on countries with a high portion of young
inhabitants and sufficient investment possibilities in
education infrastructure. Intercard's modularly scal-
able, highly integrated and multifunctional system
for educational facilities and adjacent urbane applica-
tions, such as public transport, are particularly inter-
esting here. The model of strong international part-
ners could serve as a blueprint for the envisaged

Page 11
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promotion of the internationalization of the Sandpi-
per companies. In order to be able to efficiently serve
more remote markets with high potential and low
saturation, Intercard, like Playpass, wants to focus
more on white-label solutions and license models.
For the market leader in the addressed segment in
the German-speaking countries, the geographical ex-
pansion is thus - in addition to the establishment of

Portfolio I: Intercard
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new business models in the home market - an im-
portant growth engine. To this end, further acquisi-
tions are planned apart from the integration of Poly-
right. But one principal focus is always on an in-
crease of profitability, in the short term as well.

Page 12
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Portfolio Ii: Ergonomics

Established software and IT specialist

Ergonomics AG, headquartered in Zurich and
founded in 1991, is currently the clear number two
in Sandpiper's portfolio in terms of income with
sales of around 7.7 m Swiss francs in the financial
year 2017 and currently 25 employees. Sandpiper
took a stake in the company in December 2014 and
owns all shares. Ergonomics specializes primarily in
solutions for both electronic payment and IT securi-
ty. The company is very broadly positioned in this
area: the range of services extends from consulting
and customer-specific development of required soft-
ware solutions to cyber service solutions. As a result
of these activities, the company now also has various
industry solutions at its disposal, which can be used
to organize and optimize the customer's processes.

Well-known references

Ergonomics' customer database comprises more than
200 addresses, the majority of which come from
Germany, Switzerland and Austria. From an industry
point of view, there is also a clear focus on financial
institutions and public administration, although the
company's services are also being used by companies
from the areas of industry, commerce and health
care. It is very impressive that the customer list con-
tains numerous top addresses for which the company
has carried out projects. In the financial sector, Er-
gonomics’ Authentication Server (EAS) supports sev-
eral technologies for strong authentication in e-
banking and m-banking. Customers such as Post-
Finance, Credit Suisse or RBS opt for Ergonomics’
solution for transaction security. The company has
similarly well-known references at public institu-
tions, including the Swiss Federal Supreme Court,
the Federal Department of Justice and Police in
Berne or the Federal Department of Defense (VBS).
The Swiss railway company SBB chose Ergonomics
and its software CurrencyXchanger for a project as
well. In future, the solution will support the pro-
cessing of money exchange at about 180 stations of

the SBB.
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Customers and partners; source: Company

Robust demand

Data security in electronic payment transactions and
the introduction of mobile solutions have been key
topics for the financial industry in recent years and
have led to robust demand. Accordingly, Ergonomics
was able to develop positively between 2014 and
2016, increasing sales by an average of just under 15
percent p.a. to 7.7 m Swiss francs and thus generat-
ing an EBITDA margin of 5.9 percent.

Intact perspectives

In the medium term, Ergonomics AG aims to grow
organically by at least 10 percent per year. In any
case, the market offers sufficient opportunities to
achieve this goal. The digitization of the financial
services industry and the market entry of numerous
FinTech start-ups has set the payment-processing
sector in motion. The modernisation of the point-of-
sale infrastructure is currently in full swing, with new
contactless and mobile payment options being intro-
duced. This increases the need for competent part-
ners to accompany the process and develop the ne-
cessary modules and applications.

Mobile Payment Incubator

In the area of mobile payment, Ergonomics relies on
its subsidiary €24 AG, which has been one of the pi-

oneers in the m-payment market ever since its foun-
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dation in 2007. ¢24 has developed its own mobile
payment platform, which is used in various applica-
tions. The business is currently divided into four
segments: Mobile Parking, Payment, Commerce and
Access.

Solution with a wide range of applications

ePark24 operates a cloud based solution for the mo-
bile management of all kinds of car-parks that can be
used in public or private parking lots without major
investments. Numerous cities and municipalities, re-
tailers, e-commerce and ticketing providers opt for
¢24’s payment and access solution. The mobile park-
ing solution ePark24 can be used stand-alone or as a
hybrid parking solution to supplement the existing
infrastructure (parking meters, automatic pay sta-
tions) for the cashless payment of a parking space.
While the end customer can easily pay his fees via an
app, the solution offers the car park operator numer-
ous additional management tools - from extensive
reporting to effective control and marketing tools.
However, the platform is not limited to this area of
application, but is also suitable - as an m-commerce
system - for various other sectors, such as pizza deliv-
ery services, taxi companies or the catering trade. In
other words, wherever transactions are to be pro-
cessed quickly, simply and cashlessly. A supplemen-
tary functionality addresses the area of ticket sales for
large events, where payment and access control both
play an important role. The m-ticketing module al-

Portfolio Il: Ergonomics
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lows the ticket to be purchased independently of
points of sale, sent directly after the transaction and
used for access control. A common feature of the dif-
ferent applications is the direct customer access via
mobile devices, which in principle allows the execu-
tion of mobile marketing campaigns with different

formats.

Transaction-hased revenues rise

The sales of €24 derive from various sources, the
most important types of revenue are license and
transaction fees. While license fees are graduated ac-
cording to the purpose and complexity of the solu-
tions used, payments for use vary with the transac-
tion volume processed. After the foundation of €24,
it took several years for transaction-based sales to
surpass the 500,000 Swiss francs threshold. Howev-
er, due to increased merchant acceptance, the com-
pany has most recently been able to improve the
transaction volume considerably to more than
600,000 Swiss francs. Today, more than 240 part-
ners use the system and more than 25,000 parking
units are being managed with it. The number of
connected end customers exceeded the 200,000
mark, which accounts for more than 270,000 trans-
actions per year. The market trend towards an inten-
sified use of cashless payment systems for small
amounts such as parking fees should further support
the growth of e24.
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Portfolio lli: IDpendant

Independent system integrator

IDpendant was founded in 2007 as a subsidiary of
the Swiss Triib AG. At that time, the company had
begun to link the still largely separate segments of I'T
security and identification with chip cards. After
Triib AG was taken over by the Dutch Gemalto
Group (now part of the Thales Group) three years
ago, Sandpiper acquired 54 percent of IDpendant in
February 2016, with the remainder largely in the
hands of the management. Today, IDpendant pre-
sents itself as a manufacturer-independent system in-
tegrator that implements comprehensive IT security
solutions. The company's core competencies lie in
the areas of authentication, encryption and client se-
curity. To implement appropriate solutions, the
company cooperates with several leading product
suppliers in the areas of hardware, management sys-
tems and client security software. The partners in-
clude for example Microsoft, Gemalto, ATOS,
Giesecke & Devrient and NXP. The services offered
range from consulting and implementation to system
support.

System Integration / Support | Maintenance

Public Key Infrastructure - PKI

Card Management System - CMS Key Managemenl System - KMS

HDD- Secure Log-on
Encryption  Pre-Booth-Auth.

Management ‘
Systeme

| Single Sign-On  VPN/SSL Secure Mail

Middleware | Token Management Utility

Card Reader Token
Card
Printer (USB, OTP,
Smart Card NFC)

Range of services; source: Company

Hardware
Security
Module - HSM

Speciality: Employee ID cards

The business with modern solutions for employee
cards, in which the company is one of the leading
providers, has a prominent position at IDpendant.
The demands on identification and access control

Portfolio Ill: IDpendant
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have been increasing all the time, and the search has
been on for very secure, but also simple systems that
can, for instance, save users multiple logons. Key-
words here are the single sign-on (SSO), which, after
a single authentication, allows access to all computers
and services enabled for the user, or the two-factor
authentication. IDpendant has numerous references
in this area: The latter solution was introduced at
Bayernoil, while the University Hospital in Miinster
opted for a single sign-on solution and E. ON uses
multifunctional employee ID.

Beneficiary of data protection initiatives

In recent years, IDpendant has developed positively,
with revenues increasing by an average of 9 percent
to EUR 4.0 m between 2014 and 2016. Profitability
improved considerably in this period, with EBITDA
and EBIT margins of 7.5 and 6.8 percent respective-
ly in the financial period 2016 (previous year: 1.1
and 0.5 percent). An important driver was the I'T se-
curity law passed in Germany in 2015, which
obliged in particular the approx. 2,000 operators of
critical infrastructures in Germany to comply with
significantly higher standards. This involved the use
of modern authentication and encryption solutions
as well as the development of industry-specific secu-
rity standards - both core areas of IDpendant. The
growing security requirements in the area of data
protection and payment transactions, including the
Second Payment Service Directive (PSD II) and the
EU General Data Protection Regulation (GDPR),
also provide a sustained tailwind. The company in-
tends to maintain the growth course, envisaging an
expansion of the strong market position in Germany
towards Central Europe with the support of the
Sandpiper Group.
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Portfolio IV: Multicard

Market leader in the Netherlands

Rotterdam-based Multicard Nederland B.V. (not to
be confounded with the Intercard holding of the
same name Multicard GmbH), is a further subsidiary
of Sandpiper (share 100 per cent) in the area of safe
authentication and payment, using in particular per-
sonalized smart cards. The Dutch address different
market segments with their solutions, generating ap-
proximately 70 percent of sales in the transport sec-
tor. The company started this business in 1989, the
launch of Mybility marking a milestone in 2006. It is
an online system for the management of flexible
public individual transport - separate from regular
services. In the Netherlands, there is for instance a
claim for transport for pupils, for insured persons in
AWBZ long-term care insurance or according to the
Social Assistance Act (Wmo). Via Mybility users re-
ceive a personalized authorization card for the use of
journeys (eg. via taxi-on-demand). In addition to
customer registration, the platform offers numerous
information and service offers, such as a trip over-
view, invoices or complaint management. By now,
the solution is used by more than 340 municipalities
in the Netherlands, who manage individual transport
with the portal. In total, more than 10 million pas-
senger transports have been processed via the system,
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which is why Multicard claims a high double-digit
market share in the target segment and thus clear
market leadership.

Platform for cashiess micropayments
With MybilityFuel, the Sandpiper subsidiary has de-

veloped a spin-off that takes care of the issue and
management of fuel cards. The system currently only
accounts for a single-digit percentage of sales. How-
ever, Multicard generates about a quarter with Cash-
less betalen, a solution launched in 2011 for micro-
payments in open or closed cashless payment sys-
tems. Multicard's digital wallet, which comes with a
wealth of additional features, can be charged via a
portal that can be accessed through an app, while
payments are made using various chip-equipped me-
dia (such as cards, bracelets, pendants). However,
Cahsless betalen's range of services goes well beyond
the mere payment function and also enables loyalty
services (collecting points, sending coupons), the
granting of access and usage rights and the integra-
tion of social media platforms. The product is used,
among others, by TUI in hotels and holiday resorts,
by the camping supplier Thetford at campsites in the
Netherlands, Germany and Spain, and by Douwe

-o First card o First online o First NFC pilot o -------------------
i personalized card issuance portal Rabo Mobile Start of Cashless Betalen Cashless Betalen® 2.0
| \ cashlass betalan | Cashless Betelen |«
= -
L 1 ] 1 1 1 1 | 1
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First taxi card E o Partnerships o Start of Mybility o merger of brands
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History of Multicard Nederland B.V.; source: Company

Portfolio IV: Multicard
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Egberts for the billing of coffee in large corporations.

Promising growth initiatives

One of the important partners of Multicard is Ra-
bobank. Recently, a new cooperation agreement has
been announced with the financial institution, ac-
cording to which the platform will be used for the
automatic billing of the use of different terminals in
the pay-per-use procedure. The possible applications
range from coffee machines and printers in compa-
nies to washing machines in launderettes. Another
growth project of Multicard is a new POS system for
which

touchscreen, cash register software and an external

the catering industry, consists of a
receipt printer. According to the company, it is the

most competitive solution of this kind in the Nether-

lands.
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Vision Smart City

Not least thanks to these new solutions, Multicard
wants to grow significantly again: the company has
been able to clearly increase its profitability in recent
years but had still to accept declining revenues. In
this phase, the core business has suffered from the
great number of new large-scale projects that had
tied up capacities. In the medium term, the man-
agement sees an important driver in the development
of a smart city, where the provision of flexible
transport solutions (public transport, car sharing,
bike renting) gains in importance under the heading
of “mobility-as-a-service”. Various stand-alone solu-
tions for use and access authorization and payment
are to be networked and automated. The Dutch
want to become a leading supplier in Europe in this
segment based on their innovative solutions.
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Portfolio V: PAIR Solutions

Smallest subsidiary

PAIR Solutions GmbH is the smallest majority hold-
ing of Sandpiper in terms of sales. The Hamburg
company was founded in the first half of 2015 to ac-
quire the assets of People & Projects I'T. The core of
the takeover was a flexible complete solution for
payment transactions in staff canteens or school cafe-
terias. This includes modules for registration, ongo-
ing use via a portal and an app (charging, menus,
etc.) and the registration for meals. Especially with
regard to the latter aspect, PAIR has created several
options that simplify and accelerate the process. As
an alternative to RFID cards and tokens users can al-
so identify themselves to the PAIR system via their
fingerprint. On the one hand, a child cannot forget
to bring its fingerprint, and on the other hand, the
method reduces purchase and management costs (as
compared to card-based systems). This method is
considered particularly efficient especially in the
school sector because of its speed and simplicity. It
increases the throughput and thus the sales of the ca-
terers in the sometimes very short school breaks. For
food service providers, whether caterers, government
agencies or institutions such as schools and day-care
centers, the platform provides a comprehensive sub-
scriber management, billing and document manage-
ment tool.

Model with numerous advantages

In particular, the solution offers the providers the
opportunity to completely settle and process grants,
such as State-specified benefits for education and
participation (BuT), without stigmatizing the benefi-
ciaries. The system based on the available certifica-
tion provides security with regard to data protection
as well. And not least importantly, PAIR offers an
extensive support for all participants, which assists
the users and relieves providers.

Portfolio V: PAIR Solutions
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Caterers and schools as main customers

The market launch took place in 2015; in the fol-
lowing financial year, sales of EUR 0.45 m were gen-
erated over twelve months, with PAIR still operating
at a loss. Around three-quarters of the customer base
currently come from the catering sector (based on 9
months in 2017), followed by schools (14 percent)
and municipalities (8 percent). The company initial-
ly focuses on sales activities in the German-speaking
countries and wants to occupy a leading position as
provider of an administration and billing platform
for food distribution. Last year, a major sales offen-
sive was launched to drive growth in 2018 and be-
yond. The market offers several growth drivers as
well, such as growing investments in the digitization
of education institutions and increasing user num-
bers (rising birth rates, refugee children). There is al-
so an interesting synergy with Intercard, because to-
day’s pupils are tomorrow’s students.
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Portfolio Vi: Playpass

Organization of mass events

Besides SmartLoyalty, Playpass is one of Sandpiper's
two important minority holdings. The investment
was acquired in the first half of 2015 and amounts
currently to 34,6 percent. Founded in 2012 and
based in Antwerp, the company has developed a plat-
form for festivals and other mass events, allowing or-
ganizers to manage important aspects such as access
authorization and cashless payment. Not only does it
significantly simplify the processes involved, it also
provides direct access to customers who register with
the system. It will also allow to collect data on the ac-
tivities at the event that may be used to improve the
range of services. In addition, direct customer access
via an app provides an option for maintaining con-
tacts, such as sending goodies or continuous report-
ing before and after the actual event, especially via
social media.

Broad range of services

Detailed recording of activities at mass events such as
festivals is a challenging task due to the combination
of tight timeframe, many participants and numerous
transactions. Because of the high frequency of access-
es, the system has to work very reliably and should
not depend on Internet availability. That is why
Playpass has tailored the use of RFID and similar
technologies exactly to such needs. Another innova-
tion is the comprehensive approach that covers the
various aspects of the event organization. The soft-
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ware includes, among other things, the accreditation
of the persons for the event, the access control (de-
finable for different areas) and the possibility for
cashless payment transactions. Not only visitors to
festivals or concerts, but also the crew and the artists
can be recorded in the system, so that all participants
are included in a single solution. The Playpass offer
also includes tools for data analysis and the necessary
hardware, such as radio bracelets for subscribers or
terminals for the processing of cashless payment
transactions. In addition, the company offers various
complementary services.

Rapid expansion

In 2017, Playpass was awarded the "Entrepeneur of
the Year" prize by the Flemish regional government.
This rewarded the consistent addressing of a niche
market with an innovative solution and the focus on
global market penetration in this segment. In the six
years since it was founded, Playpass has made con-
siderable progress indeed. Last fall, the company op-
erated its own offices in New York and Singapore
and was active in 16 countries on five continents.
For further growth, an intensification of the activities
in Germany and the setting-up of offices in UK and
Spain were announced, increasing the headcount
within a few months from 30 to about 50.

ACCESS CONTROL /

SEQISTRATION ACCREDITATION

PRE-EVENT

EVENT

CASHLESS
DATA ANALYSIS
PAYMENTS
sl IlIl

POST EVENT

Playpass‘ complete solution; source: Company

Portfolio VI: Playpass
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Goal: Global number 1

The dynamic development is also reflected in the
sales figures. Between 2014 and 2016, sales were
nearly quadrupled to EUR 2.3 m. For further market
penetration, Playpass intends to rely more strongly
on an international partner network (in addition to
its own sales activities) and to work additionally with
license and white-label models for markets outside of
the core focus. This results in a sales contribution
that is smaller compared to a direct delivery, but has

Portfolio VI: Playpass
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nevertheless a very high margin. In addition, the
complexity of the sales activities can be cleatly re-
duced. In the long run, the company intends to be-
come the world's leading platform provider for open-
and closed-loop admission and payment systems for
mass events. According to its own statement, it is al-
ready the global number 2 with the support of more
than 200 events with over 2 million guests. Intellitix
and Glownet are the only two direct competitors
with a similar approach.
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Portfolio Vil: SmartLoyaity

Specialist for customer loyalty systems

The share in the SmartLoyality AG of 15.3 percent
was acquired in 2015. The enterprise emerged in
1999 as a spin-off of the smart card broker ACG,
and has subsequently established various customer
loyalty systems in the market. The strategy's core el-
ement is a solution that is implementable in just a
few easy steps and with little cost (,,Loyalty out of the
box“), and is thus affordable even for smaller cus-
tomers, such as local merchants, service providers
and small retail chains. They can order customer
cards, voucher cards or prepaid cards with
SmartLoyalty. After consultation with the company
and the designing of the cards, the complete solution
is supplied ready-for-use, together with a free train-
ing. The package comprises also a software for ad-
ministration and Point-of-Sale systems (terminals)

and a lettershop for the mailing of the cards.

SmartLoyalty AG
\"4
~

Bereich Umsetzung

/

Bereich Beratung
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Karten Online
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Lettershop

Business model; source: Company
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more than 30 sectors. Today, the list ranges from car
dealerships and pharmacies, hairdressers and catering
trade to supermarkets and gas stations. SmartLoyal-
ty's Citycard is also a successful model. By now, it is
used in more than 100 cities in order to acquire the
loyalty of local customers. Nevertheless, the company
is still a small niche player. Although sales increased
between 2014 and 2016 by an average of 20 percent
p-a., they amounted to only just under EUR 1 m.
However, with a clearly double-digit EBIT margin,
the company is highly profitable. A third-party li-
censing of the solution could be a possible catalyst
for further growth.
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Market environment

Highly dynamic payment market

Sandpiper and its subsidiaries address several large
markets. The market for cashless payment transac-
tions is of particular importance for the Group. For
years, the number of cashless transactions has been
increasing more strongly than the global economic
growth. The last five years showed an average growth
rate of 9.4 percent to an estimated 522.5 billion
transactions in 2017. Especially the fast-growing na-
tional economies in Asia (,Emerging Asia “) advance
the development. Last year, the increase in the region
estimated by Capgemini and BNP Paribas was just
over 30 percent. The developed national economies
in Europe, however, reach still a significant plus of
6.7 percent. The analysts expect that the global trend
will continue and forecast even a still higher CAGR
of 11.6 percent by 2020 (data source for this para-
graph: Capgemini/BNP Paribas: World Payment
Report 2017).
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Source: Capgemini/BNP Paribas: World Payment Report
2017

Mobile Payment as a driving force

The reasons for the still buoyant momentum are, in
particular, the increasing market penetration in the
emerging markets and the structural change thanks
to new technological offers. Online payments have
been a strong growth driver over the last decade, but
rates are now slowing from an estimated 18.4 per-
cent in 2017 to 15.3 percent in 2019. This is due to

Market environment
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the fact that transactions are increasingly relocating
to the mobile sector. After an increase of 18 percent
in 2017 assessed by Capgemini and BNP Paribas, the
analysts estimate the CAGR to be 24.3 percent by
2019. With 108.8 billion transactions, approximate-
ly 17 percent of all cashless payments are forecasted
to be mobile (data source for this paragraph:
Capgemini / BNP Paribas: World Payment Report
2017).
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2017

High market share of the "Big three"

Against the background of this market development,
intense competition has emerged for the leading po-
sition in the field of mobile wallets, which is the key
to the execution of mobile transactions (payments,
authentication, bookings, etc.). According to a study
by Zion Market Research (Source: "Mobile Wallet
Market (...) 2016 - 2022"), the mobile payment vol-
ume of consumers in 2016 already amounted to al-
most USD 600 billion. By 2022, analysts forecast an
average growth of 32 percent p.a. to USD 3.1 bil-
lion. A dominant role is played by the "big three"
Apple, Google and Samsung, who were able to in-
crease their cumulative market share from 20 percent
in 2015 to 41 percent in 2016, according to calcula-
tions by Juniper Research (source: "Contactless
Payments (...) 2017-2021"), with Apple being clearly
ahead in this group. By 2021, the analysts expect a
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further increase to 56 percent. However, the fast-
growing market also leaves room for further players.
Among the major competitors are the credit card
providers American Express, Visa and Mastercard,
the financial institutions Citigroup and Bank of
America, the online giant Amazon and the payment
specialists Paypal and Dwolla as well as Paytm from
India. In Germany, the TecDAX group Wirecard has
succeeded in significantly expanding its market posi-
tion in recent years.

Further innovations

An end to the innovation process in the payment in-
dustry is not yet foreseeable. According to Juniper
Research, the next big challenge for the providers of
mobile wallets is the establishment as payment solu-
tion in the stationary trade. However, the market as
a whole is facing another transformation surge,
which is accompanied by the further spread of block-
chain technology and the Internet of Things. Auto-
mated payment processes are likely to be increasingly
handled between networked devices and machines.
The blockchain as a supposedly forgery-proof and ef-
ficient method for the exchange, storage and tracea-
bility of data provides the technological basis.
Capgemini and BNP Paribas estimate that in 2021
more than 15 billion devices and machines will be
networked. Examples of the next development stages
in the payment market include innovations in the
automotive industry, such as the automated payment
of parking and tolls or the further development of
passenger cars to a point of sale, such as infotainment
offers or real-time navigation.

Contactless payment solutions on the rise

In the area of contactless payments, two transmission
variants are predominant: While apps have been de-
veloped for remote payments in the mobile business,
where there is no physical proximity between the
sender and the recipient and which use the Internet,
local payments use primarily RFID and NFC tech-
nology. As a user authentication process is eliminat-
ed, wireless technology can significantly speed up the
processing of credit or debit cards. This advantage
has given the already fast-growing RFID market a
further boost. The analysts of IDTechEx assume that

Market environment
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the overall market with its four large subsegments
(see chart) has grown on average by around 6 percent
p-a. in the last two years and expect further expan-
sion at this rate to almost USD 15 billion by 2022
(Source: IDTechEx "RFID (...) 2017-2027").
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Many players

The market for applications based on RFID / NFC
technology is highly diversified and fragmented.
Sandpiper subsidiaries often encounter small special-
ists and not large corporations in their segments. For
example, the GiroWeb Group is a relevant competi-
tor for Intercard and PAIR Solutions in the German
market - a spin-off of the Sparkassen, which uses
cashless payment solutions to address primarily
schools and company catering. The most important
Intercard competitor in Switzerland so far, Polyright,
now belongs to the subsidiary after completion of the
majority takeover. Equally at eye level is the Canadi-
an company Intellitix, which has focused on access
and payment solutions for festivals and other mass
events, and is the number one player in this market
before Sandpiper's Playpass affiliate. Like Playpass,
the Canadians have so far served more than 200
events, but these were considerably larger with a total
of over 20 million guests. In another competitor, Loc
Pay Systems from the Netherlands, Intellitix took
over the majority in early 2017.

Authentication: explosive growth

According to Capgemini and BNP Paribas, the lack
of standardization and the threat of cybercrime are
major barriers to the spread of digital payment sys-
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tems. With regard to the latter aspect, the secure data
transmission and an unambiguous identification of
the persons are especially in the foreground. Stratis-
tics analysts (Source: "MRC Mobile User Authenti-
cation (...) 2016-2022") estimate that the global
market for mobile user authentication will grow
rapidly from USD 0.86 billion in 2016 to USD 3.36
billion in 2022, which would correspond to a CAGR

Market environment
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of 25.4 percent. However, this attractive segment is
already bustling with major corporations, including
heavyweights such as Dell Technologies (formerly
EMC), Microsoft and Vasco Data Security. Never-
theless, there should be sufficient niches for the
Sandpiper companies with likewise high growth po-
tential.

Page 24




Research Report Sandpiper Digital Payments AG

Strategy

Favourahle starting position

With its subsidiaries and shareholdings, the company
has a comfortable foundation to accelerate further
growth and increase profitability. For the most part,
the companies from the Group have successfully
filled niches with platforms they had developed
themselves and have already built up a larger cus-
tomer base there. It was and is helpful that focusing
on small-scale closed-loop payment systems for a
limited number of users enables relatively low cus-
tomer acquisition costs (CAC). While Sandpiper es-
timates its own CAC at less than EUR 35, industry
experts see the minimum for young FinTech compa-
nies at USD 50 to 100. Established financial service
providers usually spend between USD 100 and 300
per new customer (sources: "Disruptive Finance -
Fintech start-ups beware: customers are expensive ";

Sandpiper).

Several options

Sandpiper can use this as a basis for several ways to
drive expansion. Thus, the various customer groups,
sales channels and sales regions present cross-selling
potential for the services offered by other subsidiar-
ies, with additional up-selling potential through the
offering of new services. Both the realization of these
opportunities and the further expansion of the cus-
tomer base through a stronger internationalization of
activities are now being accelerated. Based on the
platforms that have already provided the proof-of-
concept, smart approaches can now be tried as well,
such as the development of markets in further coun-
tries via license and white label offerings (Software-
as-a-Service). In general, according to the manage-
ment, the sale of systems need not necessarily be
greatly increased. Rather, the focus is to be on recur-
ring revenues from the dissemination of existing plat-
forms. As planned, rising service and maintenance
revenues will also be a growth driver. And not less
importantly, there is the opportunity to become
more open to external partners who are adding func-
tionalities to Sandpiper's solutions. One such option,

Strategy

March the 14th 2018 Res¢?rCh
small and Mid Cap Research

for example, would be to work with providers of
open-loop payment systems who suffer from high
CAC and for which the client base of the group is

therefore attractive.

1. CONSOLIDATION 2. INTEGRATION 3. INTERNATIONALIZATION 4. SERVICE-EXTENSION
rCard e == -
4

InterC

Source: Company

Acquisition process continues

The management has defined several steps to exploit
the outlined potential (see chart). The currently pur-
sued buy-and-build process will be continued em-
phatically. The young markets in which Sandpiper
operates are often still very fragmented and offer thus
further consolidation potential. The holding compa-
ny and the subsidiaries are therefore constantly look-
ing at potential candidates to further improve their
own market position, for instance by acquiring a new
technology, developing a new market segment or ex-
panding their customer base. Integration into the
group offers synergies in many areas. Their realiza-
tion is now being continued in the portfolio. With
regard to the technology used, the platforms devel-
oped and the addressed customer segments, there are
numerous intersections in the network. The list of
possible starting points is correspondingly long.
These range from collaborating on R & D, technol-
ogy and support, to pooling purchasing volumes,
identifying and implementing best practice stand-
ards, to developing marketing strategies and offering
products to different audiences - to name only a few.
In the end, the management perceives the fields of
digital payment and digital security solutions are two
sides of the same coin, as payment systems without
security are not marketable. Thence, a close coordi-
nation of activities in these fields is suggesting itself.
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Internationalization with partners

Acquisitions can also drive the development of new
markets. In addition, however, a transformation of
existing platforms to other countries is possible. The
Sandpiper subsidiaries are able to draw on the large
network of the management, which continues to
maintain close contacts with numerous companies
that have been successfully developed in the past. In
general, it is a main drift of the group to promote in-
ternationalization with partners. License and white
label solutions are associated with lower investment
costs, thus reducing the risk and increasing the
chance of success by involving local partners. A good
example of this is the close cooperation with the
technology company Hudoud Alteqnia Ltd. from
Saudi Arabia, which was agreed in January last year.
In its home market, the company, which is well con-
nected with government institutions, will market
Sandpiper Group's ID management systems and
mobile payment solutions. The deal involves a com-
prehensive technology partnership to jointly drive
the digitization of both the public and private sec-
tors.

Expansion of the range of offers

Sandpiper is also already working with partners in
numerous other fields. An important cooperation ex-
ists, for example, with a digital online bank, whose
range of services can be used for various business
models. In this way, the subsidiaries can provide ad-
ditional services without having to develop a regula-
tory compliant solution. Playpass follows a similar
path with a cooperation with a payment service pro-
vider, with which its own range was extended by an
open-loop payment system. The subsidiaries are also
working on first project with well-known partners in
the insurance sector. Polyright is carrying out a pro-
ject of greater importance in the payment market to-
gether with TWINT AG, which is responsible for
the cashless payment system of the Swiss Banking
Association. Thanks to its strong position in Swiss
universities, Polyright was selected to set up TWINT
terminals at education institutions. As part of the co-
operation, the Polyright card solution will be ex-
panded to include TWINT payment features, which

will generate additional revenue.
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The Smart City concept

Extending the existing platforms with synergetic ser-
vices provided by partners promises high-margin ad-
ditional revenue without significant development
risk. This path, which is successfully pursued with
well-known external companies, also offers consider-
able additional potential within the Group. The
keyword here is "Smart City" - i.e. the further mod-
ernization and decarbonization of cities (see Bun-
desverband Smart City), taking advantage, among
other things, of the opportunities offered by digitiza-
tion. In the course of this development strategy, it is
becoming apparent that due to the efficiency ad-
vantages, digital solutions will be introduced for
more and more areas and that overlapping systems
will replace isolated solutions. In general, Sandpiper’s
management assumes that the digital transformation
of payment and security solutions is still in its early
stages. With their platforms, the Sandpiper subsidiar-
ies are already addressing numerous areas of city life.
On this basis, the solutions are now intended to be
coordinated and connected wherever there are ade-
quate connecting factors. After initial projects have
already been launched, for example by Intercard and
Multicard for point-of-sale terminals, Q1 2018 will
be the starting point for a group-wide cooperation to
identify the most promising options.

Selection of the hest projects

In general, Sandpiper and its subsidiaries have cur-
rently numerous options for realizing synergies and
launching growth initiatives. The challenge for the
management is to filter out the projects with the best
chance / risk ratio. An important role will also be
played by the blockchain technology, which is con-
sidered forgery-proof and which offers completely
new options for exchanging, storing and tracing data.
Especially digital platforms for the authentication of
persons and the execution of transactions are likely
to rely increasingly on the blockchain in future. Mul-
ticard has recently announced a project with the Ra-
bobank in the area of pay-per-use, which we regard
as trend setting in this field. In addition, other sub-
sidiaries have launched their own blockchain projects
as well. Ergonomics, for instance, has its own devel-
opment company cooperating with numerous com-
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panies (such as ICO start-ups) in the Swiss “Crypto
Valley” in Zug. On the whole, the development and
support of solutions for the use of cryptocurrencies,
for example for payment processes, is going to play
an important role for Sandpiper. There is also a pos-
sibility of cooperation with the US group Net Ele-
ment Inc., an electronic payment systems specialist
that established its own business unit for blockchain
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last December. Sandpiper has been in talks with Net
Element for some time and has even announced the
possibility of a merger in November 2016 - but since
then no concrete steps in this direction have been re-

ported.
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Figures

Numerous acquisitions

In October 2014, Sandpiper took up operating busi-
ness and acquired Polyright and Multicard Neder-
land in full, and a majority interest in payment solu-
tion (93.7%) and Ergonomics (51.0 percent, includ-
ing the subsidiary €24) by the end of that year. Addi-
tionally, substantial minority interests of 15.3 per-
cent in SmartLoyalty and of about 25 percent in In-
tercard were acquired. 2015, the share in Intercard
was increased to 40.1 percent and the portfolio was
extended by an interest in Playpass of 22.8 percent.
In contrast, PAIR Solutions (share 100 percent) was
a new founding, over which Sandpiper acquired the
assets of the company People & Projects IT.

Sales of EUR 18.3 million in 2015

The majority interests were fully consolidated in the
financial statement for 2015, and Sandpiper was able
to report sales of EUR 18.3 m already in the first full
financial year. Owing to Polyright and Ergonomics,
nearly EUR 11 m or 56.8 percent of sales (before
consolidation) can be attributed to Switzerland. Fur-
ther substantial contributions came with EUR 4.5 m
(23.4 percent) from Germany (payment solution,
PAIR) and with EUR 3.5 m (18.1 percent) from the
Netherlands (Multicard). Since the companies most-
ly made high investments in the establishment and
expansion of their business activities, showing on
group level particularly in the cost of material (EUR
6.9 m), personnel cost (EUR 10.8 m) and other op-
erating expenses (EUR 3.7 m), the company was not
yet profitable. The EBIT loss in 2015 amounted to
EUR -3.4 m, with an overall deficit of EUR -4.0 m.

Business figures 2015 2016  Change
Sales 18.3 28.9  +58.0%
EBITDA -2.6 -3.8 -
EBIT -3.4 -5.9 -
Net profit -4.0 -8.2 -

In million Euro and percent, source: Company
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Strong growth in 2016

In the financial year 2016, Sandpiper managed a fur-
ther majority acquisition with the purchase of 54
percent in IDpendant. However, the increase of the
share in Intercard to just over 50 percent, which led
to a full consolidation of the company, had an even
greater impact on the financial statement. In addi-
tion to the organic growth, this was the main reason
for the increase in the Group's sales by 58 percent to
EUR 28.9 m. Accordingly, the weights of the indi-
vidual markets shifted as well. Since Intercard and
IDpendant have their respective business focus in the
German market, its sales share increased to 52.7 per-
cent (EUR 14.3 m before consolidation). Additional-
ly, Sandpiper increased the share in two important
companies: The share in Ergonomics was expanded
from 51 to 100 percent, that in Playpass from 22.8
to 36 percent. However, this had no influence on the
consolidated sales.

EBIT clearly negative

However, the consolidation effects were not only ap-
parent in the sales, but had also contributed to con-
siderable cost increases. The personnel cost as largest
item increased within a year by 44.6 percent to EUR
15.7 m, while material costs and other operating ex-
penses rose by 68.4 percent (to EUR 11.6 m) and
54.1 percent (to EUR 5.8 m) respectively. The cost-
of-materials ratio worsened thus slightly from 37.5 to
39.9 percent, whereas the ratios for the two other
cost categories sank due to the disproportionately
high rise in sales to 54.1 percent (personnel cost,
previous year: 59.1 percent) and 19.9 percent (other
expenses, previous year: 20.4 percent). However, the
amortizations and depreciations showed the most
significant rise (EUR 2.1 m, +154 per cent). The
most important reason for this was the complete
write-off of payment solution AG shares amounting
to EUR 1.16 m, whose financing had been stopped
due to lacking viability of the business concept. In
May 2017, this finally led to the insolvency of the
shareholding. In total, operating expenses were clear-
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ly higher than the revenues in financial year 2016 as
well, and the company has reported an EBIT deficit
of EUR -5.9 m and a net loss after minorities of

EUR -8.3 m.

Loss of half of share capital and capital re-
serves

Due to the cumulated losses of the holdings and
goodwill amortizations, the year concluded with a
negative Group equity of EUR -13.2 m. However,
the decisive financial statement is the individual one
of the stock company, which had still showed equity
of EUR 11.9 m. Although in December 2016 anoth-
er capital increase with a volume of 4.3 m Swiss
francs had been carried out, this figure meant a clear
decrease of equity (previous year: EUR 31.6 m). It
was accompanied by a notice of loss for the half of
the share capital including the capital reserves, which
provides - under Swiss law - the initiation of restruc-
turing measures by resolution of the General Meet-
ing. That seemed quite advisable in the face of the
balance sheet ratios, because at reporting date, equity
was faced by liabilities of a total EUR 14.1 m, of
which EUR 5.5 m were short-term interest-bearing
liabilities against third parties. In contrast, liquid
funds amounted to only EUR 0.4 m.

Consolidation of the portfolio

A considerable improvement in profitability was seen
as main remedial measure. This involved also the ces-
sation of further financing measures for payment so-
lution. In addition, 85 percent of the shares of Sand-
piper Digital Payments Asia (a subsidiary founded
only in April 2016) were sold to the management in
July 2017. The holding started operations shortly af-
ter the establishment with the takeover of the start-
up GoGeorilla from Singapore, whose core business is
likewise a cashless payment system for events. How-
ever, activities in Asia were no longer in line with the
stronger focus on German-speaking countries and
would have needed seed capital for quite a period of
time - and this in a competitive market environment
- which led to a quick exit. Also related to the port-
folio consolidation was the sale of Polyright in the
same month, which was, however, linked to the op-
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tion of a majority acquisition for Intercard (as de-
scribed in the Portfolio section). This was an im-
portant restructuring measure to increase the exploi-
tation of synergies.

Business figures HY 16 HY 17  Change
Sales 11.1 16.0  +44.8%
EBITDA -1.6 -0.1 -
EBIT 2.1 -0.7 -
Net profit -3.6 5.5 -

In million Euro and percent, source: Company

Substantial progress

The group's cost situation has noticeably improved
in the first half of 2017 already. In the previous year,
payment solution alone had been responsible for a
net loss of EUR -0.6 m with a sales contribution of
EUR 1.6 m. The loss of revenues associated with the
deconsolidation was overcompensated by positive
consolidation effects, mainly thanks to the increase
of the share in Intercard to over 50 percent, carried
out in June 2016, so that group sales rose overall by
44.8 percent to EUR 16 m. The increase in the cost
by 28.6 percent to EUR 17.1 m remained, however,
clearly disproportionately low, with the largest im-
provement having been achieved in the cost-of-
materials ratio that fell from 47.0 to 35.4 percent.
Consequently, the EBIT loss was reduced from EUR
-2.1 m to EUR -0.68 m.

High profit in the first half-year 2017

In addition to these improvements in operating
business, the company benefited from positive one-
off items. The price declines of the stock have de-
creased expenses for share-based payments (purchase
prices, bonus programs, variable remunerations),
which was largely responsible for income in the fi-
nancial result amounting to EUR 2.6 m. In addition,
the derecognition of payment solution liabilities re-
sulted in a positive extraordinary contribution of
EUR 3.7 m. In total, this led to a profit of EUR 5.3
m, compared to a loss of EUR -3.6 m in the first half
of 2017.
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Annual balance sheet loss largely offset

Further progress was achieved after the balance sheet
date at the end of June. Through a rescheduling, fi-
nancial liabilities were reduced from 6 to 3 m Swiss
francs and converted into a subordinated loan.
Moreover, the purchase price of an acquisition from
previous years was renegotiated, which will result in a
net increase of equity by 7.5 m Swiss francs. This
will further improve the consolidated balance sheet,
which had still contained negative equity of EUR -
7.2 m with liabilities amounting to about EUR 22 m
(including financial liabilities of EUR 12.6 m) and a
liquidity of only EUR 0.9 m as at 30 June, 2017.
Against this background, the General Meeting in
June 2017 decided to reduce the nominal value of
the share capital from 21.1 to 2.1 m Swiss francs (or
0.1 to 0.01 Swiss francs per share). Along with that,
the capital reserves amounting to 45.7 m Swiss francs
were offset against the net loss. In addition, new au-
thorized capital in the amount of 1.1 m Swiss francs
was created.
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Optimistic outlook

At the same time, Sandpiper made investments to
strengthen the portfolio. The company has partici-
pated in a capital increase of Intercard proportionally
and thus safeguarding the share, it granted a convert-
ible loan to Playpass and provided further working
capital to PAIR. With this, the management has
once again emphasized that the realization of the
holdings' potential is now to be accelerated. The
2017 figures are likely to show further progress in
this direction. In December, a forecast was released
that expects group sales between EUR 30 and 32 m
and an EBITDA between EUR -0.5 and -1.0 m.
This positive trend should continue in 2018 as well
with an organic sales growth from the portfolio and
the break-even on an EBITDA basis.
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Equity Story

Market leader in niches

In recent years, Sandpiper has established an attrac-
tive portfolio of companies whose core business is in
the area of digital payment systems, authentication
and IT security. The affiliates focus mainly on special
solutions for niches that, at the moment, are not in-
teresting for the major players in the field of open-
loop payment systems such as Visa, MasterCard,
Apple or Samsung for an own development. These
are chiefly relatively small-scale, closed-loop payment
systems with a limited circle of users. Several compa-
nies in the group have succeeded in taking a leading
position in the target markets addressed. For in-
stance, Intercard is together with Polyright the larg-
est provider of a card-based payment system at uni-
versities in Germany and Switzerland. Multicard
dominates communal-supported individual transport
in the Netherlands with its online system Mybility
and Playpass is with a complete solution for organiz-
ing accreditation, access and payments at mass events
the world's number two.

Valuable customer hase

Meanwhile, the group has gained a stock of more
than 2.5 million customers - and the more than 2
million event visitors that Playpass has already served
are hardly yet included in the calculation. As the
Sandpiper Group companies generally implement
complete system solutions, the contracts have rela-
tively long durations, which also ensures long-lasting
customer relationships. This leads to recurring, high-
margin revenues. The expansion of this type of reve-
nue is one of the management's central strategic ap-
proaches. The expansion of the service portfolio is
one possibility to generate higher revenues per cus-
tomer relatively quickly. In this regard, there is cross-
and up-selling potential in the group that needs to be
exploited. At the same time, the companies work also
with external partners. Successful projects with well-
known providers such as TWINT illustrate that the
customer base is also of interest for big players. For
them as well, it becomes increasingly difficult - that
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is to say, more expensive - to acquire new customers
in a competitive environment. Therefore, addressing
an existing, attractive customer portfolio represents a
relatively easy-to-implement option.

Break-even possihie soon

High-margin additional revenue through improved
monetization of the potential offered by the custom-
er base are an important variable in order to improve
profitability. At the same time, the management has
taken various measures to improve the cost structure.
These included the sale of holdings with a too high
financing requirement or, in one case, the stoppage
of financing, which subsequently led to the subsidi-
ary's insolvency. The reward of the efforts should al-
ready show up in the figures for 2017: According to
recent company forecast, the loss on EBITDA basis
was contained at EUR -0.5 and -1.0 m. Possible syn-
ergies are likely to offer a large lever as well, which
will increasingly be exploited now after the dynamic
acquisition process in the past few years. Altogether,
the management sees good chances for a break-even
already in the current year.

Intercard with valuation potential

A key role for the further development belongs to In-
tercard, by far the largest Sandpiper holding in terms
of sales. The listed company had to accept a slump in
growth due to project shifts and had even slipped in-
to the red in the first six months of 2017. However,
a successful customer acquisition has likely brought
an improvement in the second half of the year and,
according to a company announcement, allowed
even a clearly positive operating result on a six-
month basis. As planned, this represents only the
prelude to a dynamic expansion in neighbouring Eu-
ropean markets, even more distant markets can be
addressed together with partners. Moreover, the ex-
tension of the range of services, for instance by pay-
ment functionalities, should ensure substantial addi-
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tional revenue. It is also intended to pursue the ex-
pansion using a license model. If this strategy is
showing signs of success, Intercard's share price
should recover as well. It fell from its high marked at
EUR 9.69 in early 2016 to currentdy EUR 4.00.
However, the corresponding market capitalization of
EUR 6.4 m is hardly conclusive because of extremely
illiquid trading and amounts to only a 0.4-fold value
of estimated annual sales. Should Intercard's stock
market story resume drive again with a positive news
flow, it would have a positive impact on Sandpiper as
well.

Extension of the husiness models

Intercard's expansion strategy is likely to be applied
in similar form by other companies within the
group. Companies such as Multicard, Playpass or
PAIR Solutions have developed platforms that can
easily be adapted to new markets. These markets do
not always have to be developed independently. Al-
though licensing and white label models offer lower
revenues, they have very high margins. Also, the high
risks of an own market entrance are thus avoided.
Moreover, the individual holdings are in future to
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cooperate more closely in the penetration of existing
and the development of new markets. The Smart
City concept provides a guideline here: it involves,
among other things, notable efficiency improvements
in cities by a more intensive use of digital technolo-
gies. That will likely bring a convergence of different
island solutions as well. As the Sandpiper subsidiaries
address several areas in the city life (see chart), the
concept offers good opportunities for joint services.

Thus, the management envisages an integration of
the platforms of Intercard, Multicard and PAIR.

New financing potential

The market position of the Group and of the indi-
vidual holdings will be strengthened in future with
additional acquisitions as well. The buy-and-build
approach, in whose implementation the company
can benefit from the great expertise and the strong
track record of the management, is one of the core
elements of the strategy. Due to the size of the port-
folio achieved by now, this approach also requires in-
creased financing requirements. The major share-
holder Mountain Partners responds to this situation
by offering a carve-out. In this way, several financial-
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ly strong strategic shareholders, who were previously  thus not only investors who can support future ex-
active only in Mountain Partners, are now also to  pansion steps, but also a larger free float that could
engage in Sandpiper. The latest announcement with  positively affect the development of the share.

regard to the process of the measure indicates that

this plan might well be successful. Sandpiper receives
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DCF Valuation

Valuation method: DCF of Sandpiper Group

As a technology holding company, Sandpiper cur-
rently holds a majority stake in five companies and
also two significant minority interests. The compa-
nies were acquired in recent years, have their own
management and act independently so that they
could be separated from the group at any time.
Against this background, a sum-of-the-parts assess-
ment of each part of the group would seem expedi-
ent. However, we believe that this would not do jus-
tice to Sandpiper's valuation potential: The technol-
ogy holding's concept and the strategy for the next
few years proposes precisely an exploitation of exten-
sive synergies, a much stronger interlinking of share-
holdings and a future joint expansion of the range of
services. In particular, the exploitation of the oppor-
tunities offered by the Smart City concept should re-
sult in intensive cooperation. The companies are also
likely to support each other in the internationaliza-
tion of business activities. From our point of view,
this suggests to evaluate Sandpiper as an integrated
group to adequately depict the synergies and the
cross-selling potential. We choose therefore a DCF
model based on the consolidated group figures.

Development of the portfolio as model core

Nevertheless, the development of the entire group is
of course driven by the performance of individual
holdings, even if these should in future be more in-
terdependent in the portfolio. We have therefore
made approximate growth assumptions for all major
units taking into account the recent track record as
well as the plans of the management. The companies
are moving in dynamic markets, which are character-
ized by technological innovations and offer great op-
portunities, but which also entail the risk of follow-
ing a false trend and being left behind. Given the
width of the portfolio, it is to be assumed that not all
companies will achieve our growth assumptions. On
the other hand, it is also possible that the goals will
be surpassed given the large market opportunities.
Due to the diversification effect within the portfolio,

DCF Valuation
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this should tend to balance out - which is also in fa-
vour of carrying out the assessment on the basis of an
integrated group. Further acquisitions as part of the
buy-and-build strategy are already scheduled. How-
ever, as this data cannot be reliably assessed in ad-
vance, we forgo a hypothetical consideration of ac-
quisitions. Their effects on the corporate value of
Sandpiper represent thus another upside potential
outside of our model.

Intercard likely to quickly overcome the
slump

The future growth of Intercard is of utmost im-
portance for the development of the entire Group,
since the subsidiary currently generates a large part of
the Group's revenues. We assume that the latest drop
in the company's expansion path is not permanent.
Both the intensification of sales activities in the core
markets and neighbouring countries and the expan-
sion of the business model promise significant
growth impulses. We see good chances of success for
white-label offerings outside of the core regions. In
case of success, this model would provide a blueprint
for Intercard's geographical expansion. In the current
year, the majority acquisition of Polyright should
provide a sales jump first of all. Subsequently, we are
confident that the company will achieve a CAGR of
10 percent, with the EBITDA target margin estimat-
ed at 14 percent.

Muiticard and PAIR with high growth

Due to its high innovative strength, Multicard will
probably show an even higher growth potential. In
recent years, the business has suffered somewhat
from large reference projects, but from this low level,
we expect again strong growth in the medium term
(CAGR from 2019 on: 30 percent, EBITDA target
margin 20 percent). PAIR Solutions will likely show
strong growth as well, which is, however, again due
to the low base. Because of the link to other compa-
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nies in the group, we see a good starting position for
a stronger market penetration, leading initially to an
average growth of 30 percent, which we let level off
gradually from 2023 on. Prospectively, we are confi-
dent that the company achieves an operating margin
of 10 percent.

IDpendant and Ergonomics: a challenging
scaling

The scaling of IDpendant's and Ergonomics' growth
is slightly more demanding. The business is relatively
staff-intensive and requires additional IT specialists
for further expansion. For IDpendant, we calculate
therefore slightly more cautiously and let revenues
increase by 7 percent p.a. We are confident that Er-
gonomics' service business will achieve an average
growth rate of 5 percent p.a. However, with its sub-
sidiary €24, the security specialist has also built up a
highly scalable platform business. Its revenues should
increase clearly disproportionately, which would lead
also to a higher dynamics of Ergonomics as a whole.
Due to the increasing proportion of platform busi-
ness, we estimate the target margin of the Swiss at 12
percent and of IDpendant at 8 percent.

Playpass as a disposable asset

Of the minority holdings, especially Playpass has a
great importance for the company's value. Since its
founding, the company was able to greatly increase
revenues, and it is envisaging a dynamic expansion
for the next years as well. It has already significantly
increased the headcount and expanded its interna-
tional presence. We calculate here initially with
growth rates of 50 percent, which we let level off
over time to 10 percent at the end of the detailed
forecast period. We are confident that Playpass will
reach an operating target margin of 15 percent. As a
minority stake, the company is not consolidated. We
deviate here from the integrated group approach and
evaluate the company separately as an individually
disposable asset with its own approximate DCF
model. The assumptions outlined above result in a
potential value of Playpass of EUR 26.1 m in the
case of a successful implementation of the expansion
strategy. We value thus the share of Sandpiper at

DCF Valuation
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EUR 9.0 m, adding that to the non-essential assets of
the group. SmartLoyalty, however, is of secondary
importance. Here, we assume slightly increasing in-
vestment income due to high profitability.

The Group's margin development

We have retraced the outlined development in the
consolidated income statement. As described, we as-
sume that not all investments will fulfil their plans,
but that the diversification in the portfolio will com-
pensate that. For 2018, the management intends to
break even on an EBITDA basis from its portfolio.
We follow this forecast in our model with a small
surplus of EUR 0.4 m (margin 1.4 percent), while
the EBIT is still slightly negative at EUR -0.6 m.
Based on this, we expect a significant margin increase
in the following years. As Sandpiper's holdings have
already established platforms in their addressed mar-
ket niches, additional revenues are likely to deliver
higher profit contributions by the integration of ad-
ditional services or the expansion into new markets.
The cross-selling within the Group (based on various
customer groups, sales regions and sales channels)
and the up-selling with new services promise also up-
side potential for margins due to easier sales activi-
ties. And not less importantly, the holdings' growth
model is shifted towards high-margin licensing and
white label offerings wherever it appears promising.

Target EBIT margin 10.1 percent

Given these basic assumptions, we see potential for
an improvement in the EBITDA margin to 2.9 per-
cent and an EBIT-based break even (margin of 0.2
percent) in 2019. Subsequently, we let the margin
rise continuously up to the target value of 12.5 per
cent for EBITDA and 10.1 percent for EBIT at the
end of the detailed forecast period. This significant
improvement over the status quo is based in particu-
lar on the assumption that the subsidiaries will be
able to establish high-margin license and white-label
models. The table on the next page shows the data
resulting from these assumptions for the detailed
forecast period from 2018 to 2025; detailed over-
views of the estimates for balance sheet, income
statement and cash flow statement can be found in
the Annex. Subsequently, to ascertain the terminal
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value, we calculate with a perpetual cash flows
growth of 1.0 percent and a safety discount of 10
percent to the target margin.

Dilution taken into account

Sandpiper requires additional capital to implement
the expansion strategy. Currently, the Group's bal-
ance sheet ratios are still weak and liquidity is too
low for larger growth investments. In our financial
model, we assume that half of the newly created au-
thorized capital in the amount of 1.1 m Swiss francs
will be utilized. This corresponds to an emission of
55 million shares, which would be equivalent to an
intake of EUR 9.9 m at the current price of the
carve-out (which we had, on a hypothetical basis, ful-
ly included in the balance sheet for 2018). Given the
expected improvement of operating profitability, this
volume should be sufficient for organic growth. Fur-
ther major acquisitions would entail additional re-
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quirements, but we have not yet included them.

Discount rate 5.4 percent

As Sandpiper generates the bulk of its revenues in
Germany, the majority of the subsidiaries is head-
quartered here and the share is listed (among others)
in Frankfurt, we follow the German capital market
to determine the appropriate discount rate. We dis-
count the free cash flows resulting from the model
assumptions with WACC (Weighted Average Cost
of Capital) at an interest rate on borrowed capital of
5.0 percent. The cost of equity is determined using
the Capital Asset Pricing Model (CAPM). Our risk-
free interest rate is — at 2.5 percent — the long-term
average value of German current yield, the market
risk premium of 5.4 percent is set to an average value
adequate for Germany (source: Pablo Fernandez,
Javier Aguirreamalloa and Luis Corres: Market risk
premium used in 82 countries in 2012: a survey with

million Euro 122018 122019 122020 122021 122022 122023 122024 122025
Intercard 16.8 18.4 20.3 22.3 24.5 27.0 29.7 32.6
Ergonomics 7.3 7.8 8.4 9.2 10.1 11.2 12.3 13.6
IDpendant 4.5 4.8 5.2 5.5 5.9 6.3 6.8 7.2
Multicard 2.0 2.8 3.9 5.5 7.7 10.0 12.0 13.8
PAIR Solutions 0.55 0.72 0.93 1.21 1.57 1.96 2.36 2.83
Sales 31.1 34.6 38.7 43.7 49.8 56.5 63.1 70.1
Sales growth 11.1%  12.0% 12.9% 13.9% 13.4% 11.8% 11.0%
EBIT margin -2.0% 0.2% 1.6% 3.2% 5.0% 6.8% 8.4% 10.1%
EBIT -0.6 0.1 0.6 1.4 2.5 3.9 5.3 7.1
Tax rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 33.0% 33.0%
Adjusted tax payments 0.0 0.0 0.0 0.0 0.0 0.0 1.8 2.3
NOPAT -0.6 0.1 0.6 1.4 2.5 3.9 3.6 4.7
+ Depreciation & Amortisation 1.1 0.9 1.1 1.3 1.4 1.5 1.6 1.7
+ Increase long-term accruals 0.4 0.4 0.4 0.5 0.5 0.6 0.6 0.7
+ Others 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Gross operating cash flows 0.8 1.4 2.2 3.1 4.4 5.9 5.8 7.1
- Increase Net Working Capital -0.8 -0.6 -0.5 -0.4 -0.3 -0.2 -0.1 0.0
- Investments in fixed assets -1.4 -1.7 -1.8 -1.8 -1.9 -2.0 -1.9 -1.9
Free cash flows -1.4 -0.9 -0.1 0.9 2.1 3.7 3.8 5.2

SMC estimation model

DCF Valuation
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7,192 answers). Combined with a beta of 1.4 appro-
priate for a technology holding and a target debt ra-
tio of 70 percent, this results in a WACC rate of 5.4

percent.

Target price: EUR 0.26 per share

In our favourite scenario (perpetual growth 1.0 per-
cent, WACC 5.4 percent), these assumptions add up
to a market value of equity of EUR 69 m. On a fully
diluted basis, this corresponds to EUR 0.259 per
share, from which we derive a price target of EUR
0.26. On this basis, we see currently a price potential
of more than 100 percent.

High value of the customer hase

A model calculation of the company regarding the
value of the customer base illustrates that our value
derivation is comparatively conservative despite the
high price potential. Accordingly, if the 1.5 million
customers of Intercard and Polyright alone are as-
sessed with the customer acquisition cost that would
be necessary to reestablish this base, it would result
in a multiple of the current market capitalization. Al-
ready the lower end of the usual CAC range of USD
100 to 300 per customer would result in a hypothet-
ical asset value of USD 150 m. A similar calculation
results also, if the low CAC of the customers is put
in relation to the lifetime value, which can often be
several times higher due to long contract terms.

DCF Valuation

March the 14th 2018 Res¢arCh
siiall and iid Gap hesearch

High estimation risk

In addition to the fundamental fair value calculation,
we assess the estimation risk on a scale from 1 point
(very low) to 6 points (very high). The company's
portfolio is still young, a first consolidation process
was initiated last year. Along with various measures
to increase efficiency and growth, that should put the
company on a profitable expansion path. Whether
the strategy will succeed, is currently still very uncer-
tain. Also, the company value results to a large extent
from the terminal value. In the light of this, we see a
high estimation risk and award 5 points.

Sensitivity analysis

When the input parameters are varied for the sensi-
tivity analysis (WACC between 4.4 and 6.4 percent
and perpetual cash flows growth between 0 and 2
percent), the fair value of the share lies between EUR
0.18 and EUR 0.47. Even in the most restrictive
case, we see thus a substantial upside potential.

Sensitivity analysis Perpetual cash flows growth

WACC 2.0% 1.5% 1.0% 0.5% 0.0%
4.4% 0.47 0.39 034 0.31 0.28
4.9% 0.38 0.33 0.30 0.27 0.25
5.4% 0.32 029 026 024 0.22
5.9% 0.28 0.25 0.23 0.21 0.20
6.4% 0.24 0.22 021 0.19 0.18
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Conclusion

In recent years, the technology holding company
Sandpiper Digital Payments has built an attractive
portfolio of companies that address high-growth
markets such as digital payment and authentication
solutions or IT security. In particular, the focus is on
closed-loop payment systems with a defined user
group. These are smaller in scale than open-loop so-
lutions but offer also substantial advantages. Fre-
quently, customer-tailored systems involving high
data protection requirements and often also long
contract terms are used. This leads to high market
entrance barriers. In the submarket for closed-loop
payment systems there are many niches where Sand-
piper’s subsidiaries were able to establish a leading
position. As propagators like public authorities, or-
ganizations and large partners can often be ad-
dressed, the Group’s CAC are comparatively low.
The solutions established in the market are often,
platforms with significant scaling potential.

Sandpiper was not yet able to realize this potential in
full, because the focus was initially on a rapid expan-
sion. Last year, a period of consolidation was then in-
itiated. It included the sale or discontinuation of
concepts with high financing needs and the launch
of numerous measures to significantly improve the
profitability. In 2017, the Group’s operating loss
should have decreased perceptibly to EUR -1.0 to
-0.5 m. Operating break-even is expected in the cur-
rent year.

Now, the focus is on profitable growth. There is con-
siderable potential in the portfolio for high-margin
cross-selling of services and the up-selling of addi-
tional services. We see therefore good chances for a
significant margin increase in the group. Based on es-
tablished platforms, additional sales deliver high con-

Conclusion
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tribution margins and the envisaged establishment of
licensing and white-label models should allow high
returns if successful. In addition, the Smart City fu-
ture model with a stronger integration of isolated so-
lutions offers an opportunity for future joint solu-
tions and offers of the subsidiaries. The blockchain
technology will also be of great importance for the
market. Here as well, the subsidiaries are already
working on promising projects.

Even if not all subsidiaries are likely to meet expecta-
tions, the portfolio will probably provide a compen-
satory diversification effect. Nevertheless, it is of ut-
most importance for Sandpiper that the by far largest
subsidiary Intercard will quickly get back on a profit-
able growth track after a slump in the expansion path
in the first half of 2017. The company still has sig-
nificant potential, especially through geographical
expansion, and wants to exploit this faster using a
partner model as well.

We assume that Intercard will be able to perform the
turnaround and have modelled a positive overall de-
velopment for the entire portfolio that we believe to
be probable due to the good starting point and the
attractive target markets. This results in a fair value
of EUR 0.26 per share that is more than 100 percent
above the current price, although we have already as-
sumed an exploitation of half of the authorized capi-
tal and thus a dilution by around 25 percent. We
rate the estimation risk as above average, which,
combined with the high upside potential, leads to
the rating "Speculative Buy".
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Annex I: Balance sheet and P&L estimation

Balance sheet estimation

ASSETS

I. Total non-current 48 5.2 5.9 6.5 7.1 7.7 8.2 8.5 8.7
1. Intangible assets 3.1 3.6 4.0 43 46 48 5.1 5.3 5.6
2. Tangible assets 1.2 1.1 1.4 1.8 2.1 2.4 2.6 2.6 2.6
1. Total current assets 9.6 19.8 20.4 224 23.6 26.6 30.1 34.6 39.9
LIABILITIES

1. Equity 1.2 7.6 7.1 7.1 7.7 9.2 10.9 13.3 16.4
I1. Accruals 1.9 2.3 2.7 3.1 3.6 4.1 47 5.3 6.0

II1. Liabilities

1. Long-term liabilities 5.8 7.0 7.7 8.8 8.9 9.6 10.3 10.9 11.5
2. Short-term liabilities 8.5 8.7 9.6 10.7 11.2 12.1 13.2 14.2 15.4
TOTAL 15.1 25.7 27.1 29.7 31.4 35.0 39.0 43.7 49.2
P&L estimation
mEwo 12207 32018 220 22020 122020 122022 12203 12202 12025
Sales 30.1 31.1 34.6 38.7 43.7 49.8 56.5 63.1 70.1
Total operating revenues 30.1 31.1 34.6 38.7 43.7 49.8 56.5 63.1 70.1
Gross profit 19.1 20.0 22.4 25.3 28.7 33.0 37.7 42.4 47.4
EBITDA -1.0 0.4 1.0 1.7 2.7 3.9 5.4 6.9 8.8
EBIT -2.2 -0.6 0.1 0.6 1.4 2.5 3.9 5.3 7.1
EBT 12.9 -1.0 -0.3 0.3 1.0 2.2 3.6 5.1 6.9
EAT (before minorities) 12.8 -1.1 -0.5 0.0 0.6 1.4 2.4 3.4 4.6
EAT 13.0 -1.0 -0.4 0.0 0.5 1.2 2.0 2.9 3.9
EPS (Cent) 4.88 -0.36 -0.15 0.00 0.20 0.46 0.76 1.10 1.48
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Annex II: Cash flows estimation and key figures

Cash flows estimation

CF operating

CF from investments

CF financing

Liquidity beginning of year
Liquidity end of year

Key figures

-4.4
-1.0
3.9
2.0
0.5

-0.5
-1.4
11.0
0.5
9.6

0.2
-1.7
1.2
9.6
9.4

1.0
-1.8
1.8
9.4
10.4

1.9
-1.8
0.2
10.4
10.7

3.0
-1.9

10.7
12.9

4.2
-2.0
0.5
12.9
15.6

5.6
-1.9
0.0
15.6
19.4

7.0
-1.9
-0.5
19.4
24.0

Sales growth
Gross margin
EBITDA margin
EBIT margin
EBT margin

Net margin (after minorities)

4.0%
63.5%
-3.3%
-7.2%
43.0%
43.3%

3.4%
64.3%
1.4%
-2.0%
-3.1%
-3.1%

Annex |l: Cash flows estimation and key figures

11.1%
64.8%
2.9%
0.2%
-0.8%
-1.2%

12.0%
65.3%
4.5%
1.6%
0.7%
0.0%

12.9%
65.7%
6.1%
3.2%
2.4%
1.2%

13.9%
66.2%
7.8%
5.0%
4.3%
2.5%

13.4%
66.7%
9.5%
6.8%
6.3%
3.6%

11.8%
67.2%
11.0%
8.4%
8.2%
4.6%

11.0%
67.7%
12.5%
10.1%
9.9%
5.6%
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Disclaimer

Legal disclosures (§85 of the German Securities Trading Act (WHPG), MAR, Commission Delegated Regula-
tion (EU) 2016/958 supplementing Regulation (EU) No 596/2014)

The company responsible for the preparation of the financial analysis is sc-consult GmbH based in Miinster,
currently represented by its managing directors Dr. Adam Jakubowski and Holger Steffen, Dipl.-Kfm. The
sc-consult GmbH is subject to supervision and regulation by Federal Financial Supervisory Authority (Bun-

desanstalt fiir Finanzdienstleistungsaufsicht), Lurgiallee 12, D-60439 Frankfurt and Graurheindorfer Strasse
108, D-53117 Bonn.

I) Conflicts of interests

Contflicts of interests, which can arise during the preparation of a financial analysis, are presented in detail be-
low:

1) sc-consult GmbH has prepared this report against payment on behalf of the company

2) sc-consult GmbH has prepared this report against payment on behalf of a third party

3) sc-consult GmbH has submitted this report to the customer or the company before publishing

4) sc-consult GmbH has altered the content of the report before publication due to a suggestion of the cus-
tomer or the company (with sc-consult GmbH being prepared to carry out such an alteration only in case of

reasoned objections concerning the quality of the report)

5) sc-consult GmbH maintains business relationships other than research with the analyzed company (e.g. in-
vestor-relations services)
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6) sc-consult GmbH or persons involved in the preparation of the report hold shares of the company or de-
rivatives directly related

7) At the time of the publication of the report, sc-consult GmbH or persons involved in the preparation of

the report are in the possession of a net short position exceeding a threshold 0.5% of the total issued share
capital of the issuer, which was calculated in accordance with the article 3 of the regulation (EU) No.

236/2012 and with chapters III and IV of the Commission Delegated Regulation (EU) No. 918/2012 (6).

8) At the time of the publication of the report, sc-consult GmbH or persons involved in the preparation of
the report are in the possession of a net long position exceeding a threshold 0.5% of the total issued share cap-
ital of the issuer, which was calculated in accordance with the article 3 of the regulation (EU) No. 236/2012
and with chapters III and IV of the Commission Delegated Regulation (EU) No. 918/2012 (6).

9) At the time of the publication of the report, the issuer holds holdings exceeding 5 % of its total issued
share capital in the sc-consult GmbH

10) sc-consult GmbH has included the company’s shares in a virtual portfolio managed by sc-consult GmbH
Following conflicts of interests occurred in this report: 1), 3), 4)

Within the framework of compliance regulations, sc-consult GmbH has established structures and processes
for the identification and disclosure of conflicts of interests. The responsible compliance representative is cur-
rently managing director Dipl.-Kfm. Holger Steffen (e-mail: holger.steffen@sc-consult.com)

II) Preparation and updating

The present financial analysis was prepared by: Dipl.-Kfm. Holger Steffen

Participants in the preparation of the present financial analysis: Dipl-Volksw. Dr. Adam Jakubowski

The present analysis was finished on 14.03.2018 at 9.30 a.m. and published on 14.03.2018 at 10.30 a.m.

For the preparation of its financial analyses, the sc-consult GmbH uses a five-tier rating scheme with regard to

price expectation in the next twelve months. Additionally, estimation risk is quantified on a scale from 1 (low)
to 6 (high). The ratings are as follows:

Strong Buy We expect an increase in price for the analyzed financial instrument by at least 10 per-
cent. We assess the estimation risk as below average (1 to 2 points).

Buy We expect an increase in price for the analyzed financial instrument by at least 10 per-
cent. We assess the estimation risk as average (3 to 4 points).

Speculative We expect an increase in price for the analyzed financial instrument by at least 10 per-

Buy cent. We assess the estimation risk as above average (5 to 6 points).

Hold We expect that the price of the analyzed financial instrument will remain stable (be-

tween -10 and +10 percent). The forecast risk (1 to 6 points) has no further impact on
the rating.
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Sell We expect that the price of the analyzed financial instrument will drop by at least 10
percent. The forecast risk (1 to 6 points) has no further impact on the rating.

The expected change in price refers to the current share price of the analyzed company. This price and any
other share prices used in this analysis are XETRA closing prices as of the last trading day before publication.
If the share is not traded on XETRA, the closing price of another public stock exchange is used with a sepa-
rate note to that effect.

The price targets published within the assessment are calculated with common methods of financial mathe-
matics, especially with the DCF (discounted cash flow) method, the sum of the parts valuation and a peer
group analysis. The valuation methods are affected by economic framework conditions, especially by the de-
velopment of the interest rates.

The rating resulting from these methods reflects current expectations and can change anytime subject to
company-specific or economic changes.

In the past 24 months, sc-consult GmbH has published the following financial analyses for the company:

Date Rating Target price Conflict of interests

In the course of the next twelve months, sc-consult GmbH will presumably prepare the following financial
analyses for the company: one update, two comments

The publishing dates for the financial analyses are not yet fixed at the present moment.

Exclusion of liability

Publisher of this report is sc-consult GmbH. The publisher does not represent that the information and data
contained herein is accurate, complete and correct and does not take the responsibility for it. This report has
been prepared under compliance of the German capital market rules and is therefore exclusively destined for
German market participants; foreign capital market rules were not considered and are in no way relevant.
Furthermore, this report is only for the reader’s independent and autonomous information and does not con-
stitute or form part of an offer or invitation to purchase or sale of the discussed share. Neither this publication
nor any part of it form the basis for any contract or commitment whatsoever with respect to an offering or
otherwise. Investing in shares, bonds or options always involves a risk. If necessary, seek professional advice.

This report has been prepared using sources believed to be reliable and accurate. However, the publisher does
not represent that the information and data contained herein is accurate, complete and correct and does not
take the responsibility for it. The opinions and projections contained in this document are entirely the per-
sonal opinions of the author at a specific time, and are subject to change at any time without prior notice.
Neither the author nor publisher accept any responsibility whatsoever for any loss however arising from any
use of this report or its contents. By accepting this document, you agree to being bound by the foregoing in-
structions.
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Copyright
The copyright for all articles and statistics is held by sc-consult GmbH, Miinster. All rights reserved. Reprint, in-
clusion in online services and Internet and duplication on data carriers only by prior written consent.
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