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Terms of use

The reports on this website have been prepared by La Petite Etincelle Associes SAS (“LPE Research”) on behalf of Warwyck ITS Fund. All reports
are for informational purposes only. Under no circumstances should any of these reports or any information herein be construed as investment
advice, or as an offer to sell or the solicitation of an offer to buy any securities or other financial instruments.

Warwyck Phoenix PCC is a protected cell company incorporated in Mauritius holding a Category 1 Global Business Licence and is authorized by
the Mauritius Financial Services Commission (“FSC”) to operate as a collective investment scheme. Warwyck ITS Fund is a cell of Warwyck Phoenix
PCC. LPE Research is an independent equity research firm supervised by I’Autorité des Marchés Financiers (IAMF) of the Republic of France. We
refer to LPE Research and Warwyck ITS Fund collectively as “Warwyck ITS Research” and individually these entities are referred to as a “Warwyck
ITS Research Entity”. Each report specifies the publisher of that report.

This website is owned by and the reports are the property of Warwyck Phoenix PCC. The opinions, information and reports set forth herein are
solely attributable to the publisher and are not attributable to any Warwyck ITS Research Related Person (defined below).
By downloading from, or viewing material on this website, you agree to the following Terms of Use. You agree that use of the research on this
website is at your own risk. You (or any person you are acting as agent for) agree to hold harmless LPE Research, Warwyck Phoenix PCC and its
affiliates and related parties, including, but not limited to any principals, officers, directors, employees, members, clients, investors, consultants and
agents (collectively, the “Warwyck ITS Research Related Persons”) for any direct or indirect losses (including trading losses) attributable to any
information on this website or in a research report. You further agree to do your own research and due diligence before making any investment
decision with respect to securities of the issuers covered herein (each, a “Covered Issuer”) or any other financial instruments that reference the
Covered Issuer or any securities issued by the Covered Issuer. You represent that you have sufficient investment sophistication to critically assess
the information, analysis and opinion on this website. You further agree that you will not communicate the contents of reports and other materials
on this site to any other person unless that person has agreed to be bound by these Terms of Use. If you access this website, download or receive
the contents of reports or other materials on this website on your own behalf, you agree to and shall be bound by these Terms of Use. If you access
this website, download or receive the contents of reports or other materials on this website as an agent for any other person, you are binding your
principal to these same Terms of Use.

You should assume that, as of the publication date of a Warwyck ITS Research report, Warwyck ITS Research Related Persons (possibly along
with or through its members, partners, affiliates, employees, and/or consultants), Warwyck ITS Research Related Persons clients and/or investors
and/or their clients have a position (long or short) in one or more of the securities of a Covered Issuer (and/or options, swaps, and other derivatives
related to one or more of these securities), and therefore stand to realize significant gains in the event that the prices of either equity or debt securities
of a Covered Issuer decline or appreciate. LPE Research, Warwyck Phoenix PCC and/or the Warwyck ITS Research Related Persons intend to
continue transacting in the securities of Covered Issuers for an indefinite period after an initial report on a Covered Issuer, and such person may be
long, short, or neutral at any time hereafter regardless of their initial position and views as stated in the research report published by LPE Research
or Warwyck Phoenix PCC. Neither LPE Research nor Warwyck Phoenix PCC will update any report or information on its website to reflect changes
in positions that may be held by a Warwyck ITS Research Related Persons.

Neither LPE Research nor any Warwyck ITS research Related Person (including Warwyck Phoenix PCC) are offering, selling or buying any security
to or from any person through this website or reports on this website. LPE Research has a service contract with Warwyck Phoenix PCC and Warwyck
Phoenix PCC is not authorised to render investment advice. Hence, you understand and agree that Warwyck Phoenix PCC neither have any
investment advisory relationship with nor does it owe fiduciary duties to you.

If you are in the United Kingdom, you confirm that you are accessing research and materials as or on behalf of: (a) an investment professional falling
within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPQ”); or (b) high net worth entity falling
within Article 49 of the FPO (each a “Permitted Recipient”). In relation to the United Kingdom, the research and materials on this website are being
issued only to, and are directed only at, persons who are Permitted Recipients and, without prejudice to any other restrictions or warnings set out in
these Terms of Use, persons who are not Permitted Recipients must not act or rely on the information contained in any of the research or materials
on this website.

The research and reports presented on this website express the opinion of the applicable Warwyck ITS Research Entity only. Reports are based on
generally available information, field research, inferences and deductions through the applicable Warwyck ITS Research Entity’s due diligence and
analytical process. To the best of the applicable Warwyck ITS Research Entity’s ability and belief, all information contained herein is accurate and
reliable, and has been obtained from public sources that the applicable Warwyck ITS Research Entity believe to be accurate and reliable, and who
are not insiders or connected persons of the Covered Issuers or who may otherwise owe a fiduciary duty, duty of confidentiality or any other duty to
the Covered Issuer (directly or indirectly). However, such information is presented “as is,” without warranty of any kind, whether express or implied.
With respect to their respective research reports, LPE Research and Warwyck Phoenix PCC makes no representation, express or implied, as to the
accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from its use. Further, any report on this
site contains a very large measure of analysis and opinion. All expressions of opinion are subject to change without notice, and neither LPE Research
nor Warwyck Phoenix PCC undertakes to update or supplement any reports or any of the information, analysis and opinion contained in them.

In no event shall LPE Research, Warwyck Phoenix PCC or any Warwyck ITS Research Related Persons be liable for any claims, losses, costs or
damages of any kind, including direct, indirect, punitive, exemplary, incidental, special or, consequential damages, arising out of or in any way
connected with any information on this website. This limitation of liability applies regardless of any negligence or gross negligence of LPE Research,
Warwyck Phoenix PCC or any Warwyck ITS Research Related Persons. You accept all risks in relying on the information on this website.

You agree that the information on this website is copyrighted, and you therefore agree not to distribute this information (whether the downloaded
file, copies / images / reproductions, or the link to these files) in any manner other than by providing the following link:
https://www.warwyckitsresearch.com If you have obtained research published by LPE Research or Warwyck Phoenix PCC in any manner other
than by download from that link, you may not read such research without going to that link and agreeing to the Terms of Use. You further agree that
any dispute between you and LPE Research and its affiliates arising from or related to this report and / or the LPE Research website or viewing the
material hereon shall be governed by the laws of the Republic of Mauritius, without regard to any conflict of law provisions. You knowingly and
independently agree to submit to the personal and exclusive jurisdiction of the Republic of Mauritius and waive your right to any other jurisdiction or
applicable law, although LPE Research is based in France. The failure of LPE Research or Warwyck Phoenix PCC to exercise or enforce any right
or provision of these Terms of Use shall not constitute a waiver of this right or provision. You agree that each Warwyck ITS Research Related Person
is a third-party beneficiary to these Terms of Use. If any provision of these Terms of Use is found by a court of competent jurisdiction to be invalid,
the parties nevertheless agree that the court should endeavor to give effect to the parties’ intentions as reflected in the provision and rule that the
other provisions of these Terms of Use remain in full force and effect, in particular as to this governing law and jurisdiction provision. You agree that
regardless of any statute or law to the contrary, any claim or cause of action arising out of or related to this website or the material on this website
must be filed within one (1) year after the occurrence of the alleged harm that gave rise to such claim or cause of action, or such claim or cause of
action be forever barred.
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G.E.A — Our investment rational

We have become shareholders in G.E.A., a small company specializing in road toll equipment.
Here are the reasons for this.

For years, G.E.A has been one of the most frustrating companies on the Paris stock exchange
for investors. The French family-owned company, 38% owned and more than 50% controlled
by its founder Serge Zaslavoglou and his two managing sons (thanks to double voting rights)
apparently has no interest whatsoever in its share price but has accumulated a plethora of cash
(1.7x its annual turnover!) of which it does absolutely nothing. Officially this cash is supposed
to allow the company to take "risks" on the export market but in reality, this cash is a
comfortable mattress that allows the patriarch and his two big boys to sleep well at night.
Without this reassuring mattress, there would have been enough to lose sleep. For more than
6 years now, G.E.A has suffered a constant decline in sales, as a result of the sluggishness of
its domestic market but also because of a lack of strategic initiatives and a passivity that could
have been fatal. At a time when its industry is in the throes of change and most of its
competitors are seeking to transform and diversify, G.E.A has long remained in its declining
niche and has not wanted to believe in the innovations arriving on its market (and in particular
in free flow toll systems).

Fortunately, and this is the first reason we have become shareholders of G.E.A, the company
was well managed and, under pressure, it finally reacted. Faced with declining sales, the
company reduced its costs, cut its expenses and remained very profitable. G.E.A has above all
decided to invest in free flow toll systems, to develop OBUs (on-board units for electronic toll
system) and to diversify into car parking systems. It was about time; the French market is about
to enter a new phase of growth thanks to the free flow systems new demand!

This new growth is the second reason why we have become shareholders of G.E.A. Recently,
the French Parliament adopted a new law providing for the gradual introduction of free flow
toll system and, in the long term, the total abolition of toll barriers on all highways in the
country. Even if it is necessary to be cautious about the rate of market rebound that this law
should generate, G.E.A should be able to be the first beneficiary thanks in particular to its
position as the preferred supplier of Vinci, France's leading motorway operator. Based on a
gradual rebound in the group's sales and results, we value then G.E.A.'s share at 120 euros.

Finally, if we have decided to become shareholders of G.E.A. it is because we believe that by
using its cash position, G.E.A could experience a much higher re-rating. Just by giving all its
cash back to the shareholders, the company's shares could, in our opinion, amount to 135
euros. The share's re-rating could be even higher if G.E.A. invested its cash in internal and/or
external growth to transform itself, to change its size and position itself in the new growth
segments of the ITS industry.

By Julien Onillon +33 6 24 24 75 71
julien.onillon@Iperesearch
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Part 1: Under pressure

“The desire for safety stands against every great and noble enterprise.”
— Tacitus

A local leader too specialized and too passive

Created in 1970, G.E.A, la Grenobloise d'Electronique et d'Automatismes, is a small family
company based in France specializing in the design and manufacture of toll systems. On its
domestic market, the company benefits from a recognized expertise and very strong historical
leadership (close to the dominant position) which has enabled it to equip more than 80% of
the country's highways and to be the supplier of 13 of the 14 French highway operators. The
problem is that the company is today too specialized, not innovative and too risk-averse, even
though its industry is undergoing a major transformation.

The Intelligent Transportation Systems (ITS) industry generates nearly USD25 billion in revenue
worldwide, but it is highly diversified. There are large generalist technology groups (Siemens,
Xerox, Thales, Raytheon...), medium-sized leading specialists (Kapsch TrafficCom...) and
hundreds of small companies such as G.E.A. Benefiting from growing urbanization in the world
and the problems that result from it (congestion, pollution...), this industry is experiencing
strong growth (+5% per year). It is nevertheless subject to major transformations linked to the
development of new mobility, electrification and, more generally, the digitization of transport.
Some markets are developing rapidly while others are contracting. In order to try to take
advantage of new market opportunities, most of the players in this industry invest a lot in
innovation. In addition, to avoid exposure to a single segment and reduce their risk, many ITS
players are seeking to expand and diversify their product and service offerings.

Feeling protected by its positions in its market niche and reluctant to take risks, G.E.A. has
long remained inactive in the face of these movements. The company did not seek to diversify
and was skeptical about the innovations coming to its market. Under pressure, it is only very
recently that the company decided to make some move.

Main segments of the European Intelligent transportation system industry (ITS)

Tolling

Electronic Toll
Collection, City tolling,
highway plaza tolling.

Traffic management

Highway, managed
lanes, Tunnel & Bridges

Urban mobility

Urban Traffic
Management and
intermodal mobility

Parking

On-street and off-street
parking

Operators

Public and private
operators (Vinci,
Atlantia, Abertis...)

Public and private
operators (Vinci, Atlantia,
Abertis...)

Cities (London, Paris...)

Cities and private
operators (Indigo,
Apcoa, Empark, Q-
Park...)

System integrators, service
and data providers

Kapsch, Q-Free,
Atlandia, Abertis, Indra,
Siemens, T-Systems...

Kapsch, Q-Free,
Siemens, , Groupo ACS,
Telegra...

Swarco, Kapsch, Dynnigq,
Siemens, Telent, Groupo
ACS, Indra...

Xerox, Swarco, Smart
Parking, Kapsch, Inrix
Worldsensing, Q-Free...

Equipment providers
(Hardware & Software)

Kapsch, Q-Free,
G.E.A, Tescidel,
Abertis, Indra, ACS,
Atlantia...

Kapsch, Q-Free,
Siemens, , Groupo ACS,
Telegra...

Swarco, Kapsch, Dynniq,
Siemens, Groupo ACS,
EDS, ECI...

Xerox, Wohr, Swarco,
Kapsch, Stopa, Q-Free,
Parkeon, Tradelec,. ...
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Sales drop in France

Like all ITS markets, the market for toll equipment and systems is growing overall. Tolls to
regulate traffic, reduce car congestion and pollution, as well as to finance the construction and
maintenance of infrastructure, continue to grow in all parts of the world. Nevertheless, beyond
this underlying trend, this market remains an equipment market and depends on the level of
development of countries' road infrastructure and investment cycles. While the market is very
dynamic in emerging countries, it is mature in developed countries.

Innovation and technology can also play a major role in this regard. Thus, in France, despite
the relative maturity of the highway network, the toll equipment market has experienced
several phases of strong growth linked to the automation of toll payment methods (replacing
manual payments) and the development of all electronic toll systems (AET). Leader on the
French market, G.E.A. has long benefited from this dynamic. Between the mid-1990s and the
mid-2010s, the company almost quadrupled its turnover. Since then, the French market has
unfortunately turned around and is very sluggish. New technologies and toll solutions have
not yet taken off and, to date, French highway operators are not renewing their installed
equipment. As a consequence, G.E.A. has seen its order intake fall steadily and its order book
fall to a level close to zero (its order book fall from 52 million euros to 11 million euros in the
space of 6 years!)

During this period, G.E.A. also lost some market positions. For a long time, dominant, the
company first had to face the arrival of foreign competitors offering new innovative
technological solutions (Kapsch TrafficCom...) but also suffered from the integration strategies
in the ITS of certain highway operators. Thus in 2012, the company lost its privileged position
with the third largest French motorway operator, SANEF, a subsidiary of the Abertis group,
following the latter's acquisition of CS ITS (Emovis), a competitor of G.E.A. The recent
acquisition of Abertis by Atlantia has not changed this situation, as the lItalian motorway
operator also has its own toll equipment company (Austrade Tech).

Nb of toll transaction in French motorway (in million) GEA's order intake in France (in millions of euros)
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Late to react

To face the decline in its sales in France, G.E.A first turned to exports. Indeed, before the
slowdown on the French market, the share of exports in the company's order book was limited.
International orders now represent the major part of the group's order book, but despite some
successes, the results of this strategy have been mixed. G.E.A has won major contracts in
Africa (Morocco, Ivory Coast, etc.), Eastern Europe (Croatia, etc.) and the CIS (Russia,
Kazakhstan), but very quickly reached a sales plateau. Thus, despite its efforts, since 2008,
export order intake has not increased and always fluctuates between 15 and 25 million euros.

Recognizing this, the company then sought to expand into the market for access control and
toll systems for car parks and developed, with its technological know-how, a dedicated range
of products. Unfortunately, due to a lack of investment and a bad positioning, the company
was unable to penetrate this market for a long time. It was only last year, when reviewing its
offer and recruiting dedicated sales representatives, that this activity began to develop.

This year, and still with the aim of finding new growth drivers, G.E.A has marketed a new on-
board units (OBUs) for electronic toll system. This market, on which G.E.A has historically been
present, is interesting but extremely competitive and the French company enters it very late.
lts competitors, and in particular Kapsch TrafficCom, with 10 million OBUs sold per year, have
taken a significant lead. G.E.A, which has so far focused on dedicated DRSC technology (short
range communication), is also absent from satellite technologies today. Unfortunately, these
technologies, which could allow tolls to be implemented on all roads without equipment (open
road tolls), are expected to grow the fastest.

Finally, G.E.A almost missed a major technological milestone: the free flow. This technology,
which allows tolls to be collected at full speed (130 km/h), is expected to eventually replace
the current toll systems and generate new growth for the industry. However, even while its
main competitors were working on this technology, G.E.A long ignored it. It was only when
Vinci, its first customer, turned to competition that the company began to worry and develop
its own system. The group considers that it has technically caught up, but commercially it is far
from having the references of some others players.

GEA's export order intake (in millions of euros) Free Flow Electronic Tolling: first installation
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Part 2: Light at the end of the tunnel

“During recession greed dies, frugality survives.”
— Amut Kalantrr,

A company carefully managed

G.E.A is neither innovative neither proactive; it is fortunately well managed. Like many small
family businesses, it has very strong control over its costs and cash flow. Thus, while G.E.A. has
benefited from the automation dynamics of the French toll network, its management has
always kept in mind that the investment cycle would be reversed. During the upward phase of
the market, the company maximized the variability of its costs by using subcontractors and
maintained a very light fixed cost structure. Thus, between 2007 and 2013, despite a doubling
of turnover, the company's workforce remained almost unchanged. When sales contracted
again, G.E.A. reduced subcontracting and was able to maintain a very good level of activity in
its production unit. Despite this, the company has also gradually reduced its workforce (-13%
over the last 5 years). Similarly, external expenses were adjusted to the new level of activity
and therefore remained very stable as a percentage of revenue (between 10% and 11.5%). In
addition, despite constant pressure on sales prices, G.E.A. managed to maintain its gross
margin (around 60% of sales). In the end, despite the sharp drop in revenue from 2013
onwards, the company managed to maintain a very good margin level. The EBITDA margin
decreased from the peak of the mid-2010 period but at 16.5% in 2018, it remains among the
best in the industry and G.E.A remained profitable.

With regard to cash, G.E.A. has also adopted a very cautious approach. Thanks to a rigorous
management of its costs, but also of its working capital and investments, G.E.A. has always
succeeded in generating positive and significant free cash flow each year. On average, over
the past ten years, it has amounted to nearly EUR 8 million each year. The company could have
returned this cash to its shareholders and invested, but preferred to build a very large cash
reserve. Officially, it is to ensure that the company has the financial means to participate in
certain international calls for tenders. In reality, it is a long-term insurance for the family and a
reflection of its fundamental adversity to risk. Indeed, with 75 million euros of net cash for 44
million euros of turnover, G.E.A. does not risk insolvency!

Revenue and EBITDA margin Historical free cash-flow (in millions of euros)
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Better late than never

Intrinsically G.E.A. is not an innovative company but it is technologically solid and is a very
good "follower". Under pressure from the market and its customers, the company finally
embarked on free flow technology, re-entered the OBUs market and decided to seriously
attack the car parking market.

Concerning free flow, as we saw threaten to lose Vindi, its first customer, G.E.A finally decided
to invest and develop its own system. In 2017, the company installed its first pilot site in the
south of France (Antibes). This development was validated by its customer in 2018 and Vinci
placed an order for two other free flow systems in central and western France (Tours and
Tonnay-Charente). These sites were delivered at the beginning of 2019 and are now in
operational. These two references are very important for the French company because it will
now be able to position itself on free flow systems tenders in France but also internationally.
Something G.E.A couldn't do until now.

In OBUs, after years of absence, G.E.A. re-entered this market at the end of 2018 by marketing
its own DSRC tags. The company has managed to win a number of significant contracts in
France and seems be back in the game! (even if G.E.A.'s entry into this market is probably the
cause of the sharp drop in prices observed by competitors). Nevertheless, as we have seen,
the future in OBUs lies in satellite technologies such as GNSS (Global Navigation Satellite
System), which will be key to the development of Open Road Tolling. G.E.A. is not yet present
in this niche but is working very actively on it.

In the car park after years of stagnation and failure, G.E.A. has reviewed its commercial
approach and seems to have finally made a breakthrough. Over the past 12 months, the
company has multiplied the number of contracts. Until then, the company had only 14
customers. It now has 26. In particular, G.E.A. has won recently a very important contract to
renew the parking system with the City of Toulouse, a 4-year contract worth a minimum of EUR
3 million and a maximum of EUR 10 million.

Tolling solution and technologies

Motorway Toll Plaza All Electronic Tolling Free Flow Electronic Open Road Tolling
(MTP) (AET) Tolling (FFET) (ORT)
Vehicles speed Stop Slow down Full speed Full speed
Road side equipment Heavy Heavy Light None
On board equipment None Yes Yes Yes
(OBU)
Technology Toll booth Dedicated Short Range DSRC and Automatic Global Navigation
Communications (DSRC) number-plate Satellite System (GNSS)
recognition (ANPR)
Warwyck ITS Research - G.E.A. - October 18, 2019 7
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First signs of market rebound in France

Beyond G.E.A''s initiatives to catch up with its competitors, the good news is that the French
market for toll equipment and systems should slowly recover. On 19 June, the French
Parliament adopted a new law providing for the gradual introduction of free flow tolling system
and, in the long term, the complete abolition of toll barriers on all motorways in the country.
This law, which in particular limits the risk of toll fraud resulting from a switch to free flow
systems, should be the starting point for a new investment phase that will last about ten years.
The three main motorway operators (Vinci, Eiffage and Atlantia), which, as we have seen today,
are conducting tests, are now each planning to switch one of their motorways to free flow in
2021. This means that orders will have to be taken from 2020. Beyond that, if all goes well,
investments in free flow systems should accelerate and bring G.E.A into a new phase of
growth. It should be noted, however, that it is still difficult to predict how quickly the market
will develop and what share G.E.A. will have. The French company will most likely provide the
leader Vinci but not Atlantia, which will work with its subsidiary Emovis. G.E.A. can hope to
remain the preferred supplier of Eiffage, the country's second largest operator, but will have
to expect strong competition on this tender (Kapsch TrafficCom, Q-Free...).

On export markets, the fact that G.E.A. can now promote free flow system references should
open up new opportunities for it. The company, which has not won many contracts in recent
months, should be able to replenish its order book. G.E.A also has great growth potential in
car parks. The market is very highly competitive but it is very important and G.E.A.'s offer
appears quite competitive (see the winning of the contract from the city of Toulouse). In OBUs,
on the other hand, we are more cautious. G.E.A. is the latest entrant in a market that is under
strong price pressure and does not bring much more than its competitors to date (pending
the launch of an OBU based on GNSS technology).

In the end, after years of declining sales and results, and a current financial year that should
mark a low point, G.E.A. should finally see its business recover in 2020. The company, which
should continue to pay close attention to its costs, should thus be able to post its first increase
in profits in 2021. This should then accelerate as the free-flow development progresses.

Revenue estimates (in millions of euros) Adjusted net profit estimates (in millions of euros)
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Part 3: Options to create value

“It's nice to have a lot of money, but you know, you don't want to keep it around
forever. I prefer buying things. Otherwise, it's a little like saving sex for your old
age.” — Warren Buftfett

Do nothing

G.E.A. sleeps on a mountain of cash and is not ready to take any initiative that could make him
touch his loot. The company reduces its costs and tightens its belt until the market picks up
again. As we have seen, this defensive strategy was almost fatal to him - G.E.A. almost missed
the free flow technology - but fortunately the company managed in extremis to get back into
the game. It should thus be able to take advantage of the new investment phase that is
emerging on the French toll market. The current financial year will see a further decline in sales
and profits, but a return to growth can be expected from 2020 onwards. In this more favorable
context, the company may not change its strategy. It could continue to accumulate cash "just
in case" and could remain quietly in its market niche until the next downturn or technological
disruption.

However, such passivity should not be an obstacle to the company's ability to achieve a re-
rating. G.E.A. should report a decline in earnings for the 09/2019 financial year, but as soon as
orders for free-flow systems start to have a visible impact on the company's order book, the
company should again be attractive. if the group's P/E appears high, its EV/EBITDA multiples
are very reasonable, especially considering that G.E.A. is at the bottom of the cycle. In
addition, the intrinsic valuation methods of DCF or EVA-MVA with conservative assumptions
(see table below), value the G.E.A. share at around 120 euros. Over the next 12 months, if the
rebound in the French toll equipment market were to be confirmed, it could be expected that
the share price would rise to these levels. At 120 euros, G.E.A would have a very high P/E
resulting from low cash returns but would have reasonable enterprise value multiples. G.E.A
would treat itself 7.5x its EBITDA 2021 and would still have a free cash-flow yield of 3% over
2020.

Valuation ratios at 111 EUR/share* DCEF valuation summary (EUR/share)*
09/2019E  09/2020E 09/2021E 09/2022E Beta 1.3 1.4 1.5 1.6 1.7 1.8

EV/Sales (x) 1.55 1.37 1.16 0.97 WACC 85% 94% 102% 11.0% 11.9% 12,7%
EV/IC (x) 4.78 4.56 4.09 3.57
EV/EBITDA (x) 10.5 9.3 6.3 4.6 G 1.0% 137 129 122 117 112 108
P/BV (x) 1.59 1.55 1.49 1.40 G.1.5% 140 131 124 118 113 109
P/CF (x) 85.7 27.2 22.6 17.6 G 2.0% 144 134 126 120 115 110
P/E (x) 32.2 29.2 21.7 17.2 G2.5% 148 137 128 122 116 (RN
Free Cash-flow Yield (%) 1.0% 3.3% 4.0% 5.3% G 3.0% 153 141 131 123 117 112
Dividend Yield (%) 1.9% 1.9% 1.9% 1.9% G 3.5% 159 145 134 126 119 114
*Based on LPE Research estimates G: Infinite growth rate
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Giving back the cash to shareholders

Economically, G.E.A. has absolutely no need to have EUR 75 million in cash. The
management's justification that the company would need this cash to take risks in emerging
countries does not hold water. Most of the largest contracts for the supply of equipment and
toll systems do not exceed EUR 10 million. The company generates free cash flow every year
and therefore, even without cash, it would have no difficulty in managing and absorbing a
customer's default in an emerging country. On the other hand, this unused cash, which earns
almost no financial interest, mechanically destroys shareholder value. Moreover, in our
opinion, it has a negative impact on the group's strategy. It reassures and puts to sleep a
management that is already opposed to risk and not very innovation-oriented.

An easy way to create value would be to return cash to shareholders through an exceptional
dividend of EUR 75 million, and to complement this with a new dividend policy aimed at a 50%
pay-out. Such an operation would hardly affect the group's net profits and, after distribution,
would mechanically result in a low P/E. Assuming then that G.E.A. is valued at market multiple,
the stock could benefit from a significant re-rating (see table below). An increase in its dividend
policy, following the exceptional distribution, would also ensure this increase. Assuming a 3.5%
yield, the share price could rise to nearly 135 euros.

The other way to create value for the company would be to buy back its own shares. On a
purely theoretical level, G.E.A could launch a share buyback program aimed at acquiring 50%
of its capital on the basis of a price of 130 euros. Such an operation would mechanically be
very accretive. After the capital reduction, on the basis of the multiples of P/E of the French
small caps, G.E.A. would be valued at more than 140 euros per share. In reality, such a share
buyback program would obviously not be possible due to the very low liquidity of the share
and limited free float. The Zaslavoglou family holds 38% of the capital and the Eximium fund
25%. On the other hand, G.E.A. could launch an offer to purchase its own shares with a view
to delisting and buying Eximium's stake. The family could see this as a way to exit a listing that
they do not use and that they see as a constraint. The family would nevertheless have to agree
to put G.E.A into debt: buying 62% of G.E.A at 135 euros would require 97 million euros.

Valuation based on P/E 2021e Valuation based on Yield 2021e
EURm EUR/share EURm EUR/share
Exceptional cash dividend 75 64 Exceptional cash dividend 75 64
Net earnings adjusted* 5,7 4,9 Dividend 2021 2,9 24
French small caps P/E 14,5 14,5 Yield 3,5% 3,5%
Equity value post dividend 83 71 Value post dividend 81 70
Total equity value 158 135 Total equity value 156 134

*from cash financial income
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Investing and changing dimension

The financial option of returning cash to shareholders is quite obvious. It immediately creates
value and presents little risk. The other alternative, even more value-creating, would be to use
its EUR 75 million to invest in the company to change its profile and dimension.

The ITS industry is undergoing a transformation. The digitalization of transport will offer
incredible new opportunities for industry players who will be ready to seize them. G.E.A. is well
managed, has real technical expertise and a solid market position. If the company wanted to
use its cash to innovate and develop new products and services, it could change its dimension
and profile. In its core business, it could now start working on open road tolling, which
represents the next major revolution in its industry. In OBUs, G.E.A. could go beyond the mere
design of electronic transmitters and receivers and develop new associated digital services
with high added value (traffic flow management, driving assistance software, geolocation
platform, data monetization, etc.). G.E.A. has diversified in car parks but here too it would have
the means to offer innovative digital services to use the data that its toll systems collect. Given
its expertise, G.E.A. could also develop invoicing and charging systems for electric or hybrid
vehicles. For all this, the company would have to invest and develop real R&D.

To accelerate its transformation and change dimension, G.E.A. could also seek to make
acquisitions. The ITS industry is expected to restructure quickly and offer many opportunities.
Targeted acquisitions could enable the company to acquire new technologies, broaden its
offer (equipment, software and geography), reduce its exposure to the toll market in France,
but also acquire a critical size allowing it to really compete with Kapsch TrafficComm, the
European leading specialist in ITS. Financially, a well-targeted acquisition, made at the right
price and generating synergies could also be particularly value-creating. If, for example, G.E.A.
used all its cash to buy a company with a net profit of EUR 4.3 million (a 20% premium over the
market) and could generate EUR 1.5 million in synergy (15% of the combined profits of the two
groups), the French company could experience a very strong revalorization and its share
exceed EUR 140 !

Theoretical example of an acquisition Valuation following an acquisition

EURmM EUR/share EURmM EUR/share

Acquisition price 75 64 Net earnings adjusted* 57 4,9

Net earnings "acquired" 4,3 3,7

French small caps P/E 14,5 14,5 Synergies 1,5 1,3

Acquisition premium 20% 20% Total net earnings 115 9,9
P/E of acquisition 17,4 17,4

Net earnings "acquired" 43 37 Total equity value 167 143

*from cash financial income
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Appendix: The company and financial estimates

Business summary

G.E.A, Grenobloise d'Electronique et d'Automatismes SA, is a French company manufacturing electronic and
computerized toll collection systems. The company engages in designing, manufacturing, integrating, installing
and maintaining a range of toll equipment, which includes central computer systems, plaza computer systems,
manual or automatic entry and exit lanes. Its products cover automatic ticket machines for entry lanes in closed toll
systems, magnetic card machines for unmanned exit lanes, manual toll terminals for toll collectors' use on exit lanes
or on open toll systems and automated toll plaza. The company was founded in 1970 and is headquartered in
Meylan, France.

Sales by business (09/2018) Sales by geography (09/2018)
Services; Africa;
10% 14%

France;

A Y .
mericas; 33%

6%
Asia; 1%

Rest of
Europe;
Manufactured 24%
products; 90%

Rest of
EU; 22%
Industry and sector: Technology Equipment
Some listed competitors: Kapsch TrafficCom (AUT), Q-Free (NOR), Smart Parking (AUS)
Revenue 2018 (EURm) EBITDA margin 2018 (% of revenue)
800 18%
700 16%
400 14%
500 12%
10%
4
o0 8%
300 &%
200 4%
100 2%
0 - _ I O%
Kapsch Q-Free G.EA Smart G.EA Smart Kapsch Q-Free
Parking Parking
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Shareholders structure

Zaslavoglou
family; 38%

Free-
float; 37%

Eximium,;
25%

PHOENIX PCC

Main institutional investors (%)

Warwyck ITS Fund 10.4%
Invesco Advisors, Inc 3.4%
Raymond James Asset Management 0.9%
Leo Stevens & Cie 0.3%
HMG Finance 0.2%
Dimensional Fund Advisors 0.2%
Intrepid Capital Management Inc 0.1%

Sources: Warwyck ITS Research / Morningstar

Supervisory board structure

Zaslovaglou
family; 40%

Independent;
40%

independent; 20%

Board members

Serge Zaslovaglou (Chairman, non independent)
Jeannine Zaslavoglou (non independent)

Pierre Guillerand (non-independent)

Marie-Paul Roc (independent)

Louis-Michel Angue (independent)

CEQO's compensation structure (2018)

Oher
benefits;
35%

Fixed
salary;
36%

Variable Stock based

salary;

29% 0%
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compensation;

Management team

Alexis Zaslovaglou (CEO)

Grigori Zaslavoglou (General secretary, CFO)
Hassane Tanoukhi (Project director)

Olivier Mannechez (Software application director)
Francgois-Xavier Ott (Strategy & Marketing director)

Philippe Thoreau (Sales director)
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Stock Reputation®
Criterion Points Comments
Share price behavior
- Erratic share price movements 6/10 Despite low liquidity, the company's share price is relatively
- Share price deviation from its trend 8/10 stable and does not suffer from large fluctuations (only 2.7%

erratic movement). The cash position largely explains this.

Criterion total 14/20
Focus on shareholder value
- Focus of the board 4/7 The founder controls the company and is chairman of the board.
- Focus of the CEO 5/7 The CEO also holds a large number of shares. Unfortunately, no
: - : effort is made towards investors an e majority of the board is
- Investor Relations intensity 1/7 ff rt det d t dth jority of the board
Criterion total 10/20 not independent.
Quality of the shareholders’
- Ownership by ‘major’ institutional investors 4/10 Only one large institutional investor is shareholder. He
- Shareholder loyalty 5/10 nevertheless remained faithful due in particular to the low
Criterion total 9/20 liquidity of the share.
Communication of the equity story
- Business model communication 1/4 The company gives almost no information about its activity, its
- Strategy communication 0/4 market and its industry. Its strategy is not explained and G.E.A.
- Capital allocation communication 0/4 does not communicate on its capital allocation approach. Finally,
S the information given during the results is very brief. This
- Results and performance communication 1/4 9 9 Y
c cat h 2/ communication is nevertheless consistent with the visible
- Communication coherence . .
Criteri | 420 disinterest of management towards investors.
riterion tota
Consistency
- Strategy consistency 3/7 G.E.A. does not explain its strategy but is consistent with it.
- Guidance and targets achievement 3/7 Management does not give guidance and therefore cannot
- Reporting consistency 6/6 make a profit waming. On the other hand, the financial
Criterion total 12/20 information is totally consistent from one year to the next.
Total over 100 49/100 Reputation average reputation on the stock market
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P&L
(EURm) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019E 09/2020E 09/2021E 09/2022E
Revenues 78.1 55.6 57.9 50.6 40.8 44.2 37.5 41.0 46.0 50.5
- Change % 12% -29% 4% -13% -19% 8% -15% 9% 12% 10%
EBITDA 20.3 11.5 11.5 8.8 8.0 7.3 5.5 6.0 8.5 10.5
- EBITDA margin % 26.0% 20.8%  19.9% 17.4%  19.7%  16.5% 14.7% 14.7% 18.4% 20.9%
D&A 0.4 0.4 0.3 0.4 0.3 0.4 0.5 0.5 0.5 0.5
Non cash losses (gain) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Operating Income 19.9 11.2 11.2 8.5 1.7 6.9 5.0 5.5 8.0 10.0
- Operating margin % 25% 20% 19% 17% 19% 16% 13% 13% 17% 20%
Other income (expense) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Equity method income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financing income (costs) 0.7 0.7 0.7 0.9 1.1 1.1 0.5 0.5 0.5 0.5
- Net interest rate % 1.4% 1.2% 1.1% 1.4% 1.6% 1.5% 0.7% 0.7% 0.7% 0.6%
Pre-tax 20.6 11.9 11.9 9.4 8.8 8.1 5.5 6.0 8.5 10.5
Income tax expense 7.2 3.8 4.1 2.5 2.6 2.0 1.5 1.6 2.5 3.0
- Apparent tax rate % 35% 32% 35% 27% 30% 25% 27% 27% 30% 28%
Income before minority 13.4 8.1 7.8 6.9 6.2 6.0 4.0 4.4 6.0 7.5
Discontinued operations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Minority interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income 13.4 8.1 7.8 6.9 6.2 6.0 4.0 4.4 6.0 7.5
Adjustment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Adjusted net income 13.4 8.1 7.7 6.9 6.2 6.0 4.0 4.4 6.0 7.5
- Change % 34% -39% -5% -11% -10% -3% -33% 10% 35% 26%
Nb of shares (millions) 1.196 1.196 1.196 1.196 1.196 1.194 1.165 1.165 1.165 1.165
Nb of shares dil (millions) 1.196 1.196 1.196 1.196 1.196 1.194 1.165 1.165 1.165 1.165
Basic EPS (EUR) 1.2 6.80 6.50 5.76 5.19 5.05 3.44 3.80 5.12 6.47
Adj. EPS (EUR) 1.2 6.79 6.48 5.74 5.18 5.05 3.44 3.80 5.12 6.47
- Change % 34% -39% -5% -11% -10% -3% -32% 10% 35% 26%
Dividend per share (EUR) 3.35 2.10 2.10 2.10 2.10 2.10 2.10 2.10 2.10 2.10
Pay-out (%) 30% 31% 32% 36% 41% 42% 61% 55% 41% 32%
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(EURm) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019E 09/2020E 09/2021E  09/2022E
Non-current assets 13 1.3 1.4 1.4 1.2 1.4 1.1 1.1 1.1 1.1
Intangible asset 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PP&E 1.2 1.1 1.3 1.3 1.1 1.1 0.8 0.8 0.8 0.8
Investment & Other 0.1 0.1 0.2 0.1 0.1 0.2 0.2 0.2 0.2 0.2
Current assets 67.7 69.7 74.2 77.5 80.4 83.3 82.6 84.6 88.1 93.2
Working capital 8.0 13.2 5.6 9.2 6.4 8.3 11.3 11.5 12.2 12.9
Other assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Assets held for sale 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Cash & cash equivalents 59.7 56.5 68.5 68.3 74.0 75.0 71.3 731 75.9 80.3
Shareholders' equity 58.8 62.9 68.2 72.5 76.2 79.8 81.5 83.4 87.0 92.1
Group share 58.8 62.9 68.2 72.5 76.2 79.8 81.5 83.4 87.0 92.1
Non-controlling interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non-current liabilities 23 1.9 2.2 1.7 1.1 1.1 1.1 1.1 1.1 1.1
Interest bearing liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pension Liabilities 0.8 0.6 0.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Provision and other 1.6 1.3 1.5 1.7 1.1 1.1 1.1 1.1 1.1 1.1
Current liabilities 7.9 6.2 5.2 4.7 4.3 3.8 1.1 1.1 1.1 1.1
Interest bearing liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Liabilities held for sale 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 7.9 6.1 5.2 4.6 43 3.8 1.1 1.1 1.1 1.1
Invested Capital 9.2 14.3 6.9 10.5 7.5 9.4 12.1 12.3 13.0 13.7
Net financial debt -59.7 -56.5 -68.5 -68.3 -74.0 -75.0 -71.3 -73.1 -75.9 -80.3
Net debt -58.9 -55.9 -67.8 -68.3 -74.0 -75.0 -71.3 -73.1 -75.9 -80.3
Asset 69.0 71.0 75.6 78.9 81.7 84.7 83.7 85.6 89.2 94.3
Liabilities 69.0 71.0 75.6 78.9 81.7 84.7 83.7 85.6 89.2 94.3
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(EURm) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019E 09/2020E  09/2021E  09/2022E
EBITDA 20.3 11.5 11.5 8.8 8.0 7.3 5.5 6.0 8.5 10.5
Financing costs -0.7 -0.7 -0.7 -0.9 -1.1 -1.1 -0.5 -0.5 -0.5 -0.5
Income tax expense 7.2 3.8 4.1 2.5 2.6 2.0 1.5 1.6 2.5 3.0
WCR change and other -9.6 7.3 -6.9 4.6 -1.9 2.4 3.0 0.2 0.7 0.7
Cash-flow from operat. 23.4 1.2 15.0 2.6 8.4 4.0 1.5 4.7 5.7 7.4
CAPEX 0.2 0.3 0.5 0.3 0.2 0.5 0.2 0.5 0.5 0.5
Free Cash-flow 23.2 0.9 14.4 2.2 8.3 3.5 1.3 4.2 5.2 6.9
Acquisition/Disposal 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dividend and return 2.9 4.0 2.5 2.5 2.5 2.5 5.0 2.4 2.4 2.4
Equity issuance 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other & Adjustment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Reduction in net debt 20.3 -3.1 12.0 -0.2 5.8 1.0 -3.7 1.8 2.8 4.4

09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019E 09/2020E 09/2021E  09/2022E
Gross margin (%) 62.6%  61.1%  584%  61.0%  650%  59.3% 65.8% 60.3% 59.1% 57.9%
EBITA margin (%) 26.0%  20.8%  19.9% 17.4%  19.7% 16.5% 14.7% 14.7% 18.4% 20.9%
Operating margin (%) 255%  20.1%  19.3% 16.8%  18.8% 15.7% 13.4% 13.5% 17.3% 19.9%
Net margin (%) 17.2% 14.6%  13.4% 13.6%  15.2% 13.6% 10.7% 10.8% 13.0% 14.9%
ROCE before tax (%) 216% 78% 162% 81% 103% 74% 41% 45% 61% 73%
ROCE after tax (%) 141% 53% 106% 59% 72% 55% 30% 33% 43% 52%
ROIC (%) -2203% 176% -3384% 199% 349% 145% 49% 53% 72% 85%
ROE (%) 23% 13% 1% 9% 8% 8% 5% 5% 7% 8%
Current Ratio (x) 8.6 1.3 14.2 16.7 18.6 22.1 77.4 79.3 82.6 87.3
WCR (% of revenues) 10% 24% 10% 18% 16% 19% 30% 28% 27% 26%
Gearing (%) -102% -90%  -100% -94% -97% -94% -88% -88% -87% -87%
Net debt/EBITDA (x) -2.9 -4.9 -5.9 -7.8 -9.2 -10.3 -12.9 -12.1 -9.0 7.6
Interest coverage (x) -28.3 -15.5 -16.0 -9,0 -6,8 -6,1 -10,0 -11,0 -15,9 -20,1
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(EUR) 09/2013 09/2014 09/2015 09/2016 09/2017 09/2018 09/2019E 09/2020E 09/2021E 09/2022E
Share price average 76.5 81.6 76.4 77.8 89.3 96.0 111.0 111.0 111.0 111.0
Market cap. (EURm) 91.5 97.6 91.3 93.0 106.8 114.6 129.3 129.3 129.3 129.3
Entreprise Value (EURm) 32.5 41.6 23.5 247 32.7 39.6 58.0 56.2 53.4 49.0
Book Value per share 49.2 52.6 57.0 60.7 63.8 66.8 70.0 71.7 74.7 791
Cash-Flow per share 19.60 0.98 12.52 2.16 7.05 3.33 1.30 4.08 4.92 6.31
Earnings per share 11.22 6.79 6.48 5.74 5.18 5.05 3.44 3.80 5.12 6.47
EV/Sales (x) 0.42 0.75 0.41 0.49 0.80 0.90 1.55 1.37 1.16 0.97
EV/IC (x) 3.54 2.91 3.40 2.35 4.37 4.20 4.78 4.56 4.09 3.57
EV/EBITDA (x) 1.6 3.6 2.0 2.8 4.1 5.4 10.5 9.3 6.3 4.6
P/BV (x) 1.56 1.55 1.34 1.28 1.40 1.44 1.59 1.55 1.49 1.40
P/CF (x) 3.9 83.4 6.1 36.1 12.7 28.8 85.7 27.2 22.6 17.6
P/E (x) 6.8 12.0 11.8 13.6 17.2 19.0 32.2 29.2 21.7 17.2
Free Cash-flow Yield (%) 25.4% 0.9% 15.8% 2.4% 7.7% 3.0% 1.0% 3.3% 4.0% 5.3%
Dividend Yield (%) 4.4% 2.6% 2.7% 2.7% 2.4% 2.2% 1.9% 1.9% 1.9% 1.9%

EV/EBITDA 2020 (x)
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