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Q-Free — Our investment rational

We have become shareholders in Q-Free a small company specializing in road toll systems
and intelligent transport systems (ITS). Here are the reasons for this.

Almost ten years ago to the day, Q-Free had a capitalization of nearly NOK 1.3 billion, a
favorable net cash position of more than NOK 270m and an operating margin close to 13%.
The small, Norwegian company has since completed three capital increases of almost
NOK310m, has a capitalization of only NOK&610m, net financial debt of almost NOK230m and
is making operating losses. Its downfall wasn't caused by its current CEO Hakon Volldal, but
his predecessor who embarked on an all-out acquisitions strategy, in the hope of making the
company one of the worldwide leaders in the ITS industry. He bought a myriad of disparate
companies - particularly in the United States - but soon found himself unable to manage them.
He recorded a net loss of almost NOK200m in 2015 and was fired in 2016.

Hakon Volldal began a lengthy restructuring process, rebuilt the order book, cut losses
considerably, but was only partially successful in his turnaround efforts. All things being equal,
he couldn't have done much better. The problem runs deep. Q-Free is a small company but
was more complex than many large groups. It has less than 400 employees but was organized
into five divisions. These divisions often had different activities, and sometimes each division
was made up of several companies, which were themselves divided between Europe and the
United States. This was unmanageable. The rise of Rieber & Son as an investor into Q-Free's
capital, as well as its active involvement, is making a change today. The investment fund, which
represents an old family of Norwegian industrialists, has gradually and opportunistically taken
47% of the company and the leadership at the board of directors. Above all, this fund has
pushed the group to refocus its activities. The company has been reorganized around two
divisions: toll systems (historically Q-Free's core business) and traffic management. Two
divisions were put up for sale. This refocusing was intended to improve the group's margins,
reduce debt, and above all allow management to refocus on its core business.

The Covid-19 crisis postponed the anticipated recovery but did not call it into question, quite
the contrary. In 2020, despite a sharp contraction in its activity, Q-Free managed to renew its
order book and improve its margins thanks to active cost reduction. In 2021, in a context of an
upturn in activity, the increase in results should be spectacular. Beyond this year, profit growth
momentum should remain strong. Refocused and profitable, the group should be able to take
advantage of the resumption of investments in the ITS sector. If our anticipated increase in
profits is confirmed, Q-Free should be able to climb back up to NOK 9 fairly quickly. But we
also believe a more substantial revaluation could be achieved with the implementation of an
even more proactive strategy. If Q-Free was to join forces with another player in the sector, it
could change its dimension and acquire both the leadership and critical size it's currently
missing. This is the other reason for our investment.

By Julien Onillon +33 6 24 2475 71
julien.onillon@Iperesearch
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Part 1: In loss for ten years

“He who scatters his eyes over everything sees nothing, or sees badly.”
— Denis Diderot

A small tolling specialist diversified in ITS

Founded in 1984, Q-Free is a small Norwegian company specializing primarily in the design
and manufacture of road toll systems. Supported at its creation by the Norwegian government
through an R&D contract, the company started by developing DSRC (dedicated short-range
communications) on-board units (OBUs) for electronic toll systems and, in 1988, was the first
to develop and deploy a free flow toll system. This technology, which allows tolls to be
collected at full speed, made the company well-known. It successfully went international in
Europe in the 1990s and then outside Europe in the 2000s. In 2002, Q-Free was floated on the
stock exchange and, from 2008, under the impetus of a new CEO, made a number of
acquisitions, particularly in the United States, in the Intelligent Transportation Systems (ITS)
industry. The group thus entered the parking industry (guidance solution and outdoor parking
monitoring system), infomobility (solutions for counting and weighing vehicles crossing a
road), urban ITS (control box and software solution for traffic lights) and inter-urban ITS
(advanced traffic management systems — ATMS - for traffic central). In doing so, the
management wanted to broaden its offer, reduce its risks by diversifying but also take
advantage of the opportunities offered by the ITS industry.

Indeed, the ITS industry, which generates nearly USD25 billion in revenue worldwide, offers
many opportunities. First of all, 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 also subject to major transformations linked to the development
of new mobility, electrification and, more generally, the digitization of transport. Finally, it is
highly diversified and fragmented. While it is dominated by large generalist technology
groups (Siemens, Xerox, Thales, Raytheon, etc.) and a few medium-sized leading specialists
(Kapsch TrafficCom, etc.), it also includes hundreds of small specialist companies.

Sales breakdown by division in 2020 Sales breakdown by region in 2020E
Parking & Rest of the
Infomobility; World; 8%

13%

Americas;
36% Europe;
56%
Traffic TZL“;Q;
Management °
(Urban & Inter-
urban); 23%
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M&A frenzy and heavy losses

Unfortunately, the strategy of frenetic acquisition and diversification quickly proved disastrous.
While each transaction might make sense on its own and look good on paper, Q-Free had
neither the experience nor the structure to properly manage the acquisition of a multitude of
companies far from its borders. The first two small acquisitions made in 2008 of a automated
number-plate recognition (ANPR) software in the Netherlands (Dacolian) and in GPS solutions
(GNSS) in the UK (Building Capital Ltd) were relatively well integrated. However, the major
operations carried out between 2012 and 2014 proved to be very costly.

In 2012, Q-Free entered the parking market by acquiring the American company, TCS
International. The Boston-based company, which was acquired for almost NOK42m, will now
record losses every year. In 2013, the group entered the capital of the American Intelight in
Arizona and gradually took control of this company in the following years on the basis of an
enterprise value of approximately NOK200m (the mandatory buyout of the last 25% took place
in 2020). Intelight, which is the main asset of its Urban division, was far from posting the
expected returns and also remained in loss for a long time. The Infomobility division was
formed in 2014 following the acquisition of UK-based company, TDC Systems, for more than
NOK100m. Poorly managed, the company has since experienced very volatile results. Finally,
also in 2014, Q-Free formed its Inter-Urban division by acquiring the American company Open
Roads Consulting based in Virginia for NOK38m and the Slovenian company Traffic Design for
NOK19m. This division did not become profitable until 2017.

The increasing number of acquisitions also affected the company's core Toll System business.
Q-Free's focus on acquisitions rather than its core business lost competitiveness and
mismanaged some large projects. In particular, the group won a very large contract in Slovakia
in 2009, but this resulted in very large losses in 2010. In 2012, the group fell back into the red
and the losses deepened until they reached NOK195m in 2015. The company, which had
nearly NOK340m of net cash at the end of 2011, had then a net financial debt of NOK100m.
The CEO, who was primarily responsible for this disaster, was then dismissed.

Net profit and net financial debt (NOKm) Main events and M&A deals

200 200 e 2007 - Arrival of a new CEO
100 « 2008 - Acquisition of Dacolian (ANPR software)
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its stake to 20%
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A disappointing recovery followed by the Covid-19 crisis

In 2016, Q-Free appointed a new 39-year-old CEO, Hakon Volldal. As soon as he was installed,
the young manager carried out a major capital increase (NOK134m) to restore an adequate
capital structure and redefined a much more focused strategy. He set himself a five-year
roadmap, including two years to turn around the group's accounts and strengthen its main
market positions.

As a first step, he set up a new organization and launched a major restructuring program to
reduce operating costs by NOK50m. In 2016, Q-Free laid off 45 employees and consultants
(almost 10% of the workforce) and started to refocus. In 2017, the company continued its cost-
cutting measures, notably by closing its unprofitable Brazilian and divesting its security
business. In 2018, the Group continued its restructuring by closing its activities in Indonesia
and selling Traffiko (a Maltese company acquired in 2015 and specializing in car parks) and
Elcom (a Serbian company acquired in 2013 and specializing in traffic management). At the
same time, the group undertook a commercial offensive in toll systems in order to rebuild its
order book. Q-Free won a giant contract for truck tolls in Slovenia in 2016 and maintained a
high level of order intake in the following years. The order book in toll systems, which was
NOK559m at the end of 2015, peaked at NOK1071m as a result of the Slovenian contract
(NOK470) and remained around NOK900m thereafter.

All these initiatives considerably reduced the group's losses but were not enough to ensure a
return to profits. In 2019, Q-Free lost another NOK24m. Q-Free had high hopes for 2020 but
the company was hit by the Covid-19. The group's sales fell again by 8% and Q-Free recorded
a net loss of NOK41m. Similarly, the improvement initiatives were not sufficient to generate
positive free cash flow. Over the period 2016-2020, the group burned almost NOK50m of cash.
At the end of 2020, after the purchase of Intelight's minority interests, the net financial debt
was thus close to NOK230m.

The fundamental problem remained, namely the group's excessive dispersion across multiple
activities that were too far apart geographically. Apart from the Toll Systems Division, almost
all other activities were loss-making.

Net profit and net financial debt (NOKm) Main events and restructuring
20 250« 2016 - Arrival of a new CEO, new strategy, new
0 — capital increase and major tolling contract in
-20 200 Slovenia
-40
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Part 2: Time to make profit

“I am going to be working on bathroom fittings for a company in the USA, and then I
thought it was appropriate to simplity the fittings and, thus, lowering the cost.” -
Arne Jacobsen

A reference shareholder very active and opportunistic

In 2016, Rieber & Son, the investment fund of a former Norwegian industrial family, began to
take a stake in Q-Free. The fund quickly became the main shareholder and joined the board
of directors. The fund continued to increase its stake, took over the chairmanship of the board
and, as expected, was soon very active.

Just before the Covid-19 crisis, disappointed with the company's turnaround, the fund asked
CEO Hakon Volldal to accelerate the refocusing and simplification of the group. At the
beginning of 2020, Q-Free decided to combine its Urban and Inter-Urban activities into a
single autonomous entity renamed Traffic Management. Above all, the company announced
its intention to sell its Parking and Infomobility activities. These divestments could not take
place in 2020 due to the crisis, but Q-Free hopes to be able to realize them this year. These
disposals will be welcomed as they will reduce losses and lower the group's debt.

Rieber & Son also took advantage of the crisis to strengthen its position in the capital of Q-
Free at a very good price. Faced with the decline in its activity, Q-Free reacted swiftly by
reducing its workforce and lowering the salaries of its employees, but it was also forced to
refinance itself. Rieber & Son took advantage of this opportunity to strengthen its stake
through a NOK80m convertible bond. Finally, at the end of 2020, the fund took advantage of
the sale of the 15% stake in Kapsch Trafficom, which was in difficulty, to strengthen its position.
Rieber & Son exceeded the threshold of one third of the share capital and was forced to launch
a takeover bid. However, as its offer was made at a very low price (the same as the price of its
purchase of Kapsch Trafficom shares), the fund picked up almost no shares as it had hoped.
As a result of these various transaction, it now holds 47% of the capital.

EBITDA margin average 2018-2020 by division Rieber & Son shareholding (% of total shares)
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Strong rebound expected in 2021

Rieber & Son took advantage of the crisis of 2020 to reinforce its stake in Q-Free's capital. The
fund did so all the more easily because the company managed the decline in activity resulting
from the lockdowns very well. Revenues fell by nearly 8% (a drop of more than NOK70m) but
the group managed to slightly improve its margins. Q-Free's EBITDA thus went from NOK73m
to NOK76m. As we have seen, this performance can be explained by the rapid reduction in
the company's workforce and salaries during the crisis, but also by the realization of more
profitable contracts than the previous year. Over the year, the gross margin rose by almost 500
basis points to 61.3%.

The performance of the Tolling division was particularly remarkable. Despite the 7% decline in
sales, the quality of contracts continued to improve and EBITDA increased by 16%. The
performance of the new Traffic Management division, on the other hand, was significantly
worse. Affected by the termination of its main Advanced Traffic Management System (ATMS)
contract in Pennsylvania (US) and by delays in sales of control boxes and software solutions for
traffic lights, the Traffic Management division saw its EBITDA fall into the red. However, the
rebound is expected to be spectacular.

In early 2021, Q-Free won a new large ATMS installation contract in the US (NOK?0m) and,
over the rest of the year, orders for control boxes and software solutions for traffic lights are
expected to return. In Tolling, the rebound in activity should also be significant. Despite the
crisis, Q-Free managed to renew its order book with quality contracts in 2020 (Portugal,
Thailand, Norway, etc.). Above all, Q-Free is seeing the market take off again with the
economy. The company has just won a contract to upgrade congestion tax system in
Stockholm (NOK130m) and is seeing tenders coming back in Eastern Europe in particular.
Over the year 2021, the group plans to participate in a NOK 2 billion tender and hopes to win
60% of it. Already in view of the latest contracts won by the group and its record backlog (1.3x
its sales expected at end of Q1), we are confident that we will achieve (and even exceed) the
2021 management guidance, namely: revenue growth and an EBITDA margin of more than
10%. For our part, we expect sales growth of 12% and an EBITDA margin of 13%.

Orderbook Sales and EBITDA margin estimates
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Continued growth, margin improvement and strong debt reduction

Beyond 2021, the company has communicated new ambitions. Based on market growth,
increased sales of software and solutions, and innovation, Q-Free is targeting sales of between
NOK 1.3 and 1.5 billion and an EBITDA margin of between 15% and 20%. In relation to the
NOK 1 billion in revenues that we anticipate for 2021, this would correspond to an average
growth of close to 10% per year.

This seems too optimistic to us, but we nevertheless believe in a good growth dynamic for the
years to come. Despite the strategic mistakes and financial difficulties, Q-Free has remained
very successful and profitable in its core business: tolling. The group has succeeded in
establishing itself in new markets (Australia, Thailand, Central Europe...) and acquired
references in innovative technologies (free-flow, ANPR, back-office software etc...). Refocused,
the group should be able to take advantage of the resumption of investments in the ITS sector.
Major tenders are being prepared in the Baltic countries and Central Europe, and Q-Free is
very well positioned there. The outlook for the Traffic Management division is also very
promising. After several years of development, Q-Free has standardized and competitive
ATMS solutions that it is just beginning to deploy commercially. The potential for the group
in the United States is very significant, but Q-Free can also expect to sell its new solutions in
other parts of the world (Latin America and Europe). In the end, after the rebound in 2011, we
expect the group's revenues to grow by an average of 5% to 6% per year on a like-for-like
basis.

We are also confident about the company's future profitability. Q-Free has significantly
reduced its costs over the last few years, is now very attentive to its margins and has shown its
ability to adapt during the Covid crisis. The group is already within its margin targets in Tolling
and has a great potential for improvement in Traffic Management. The cash flow should follow
the improvement of the margins and become very clearly positive again. The net debt of the
group should finally melt like snow in the sun. Q-Free, which has completed its minority
interest buyback obligations and has just benefited from the conversion of its convertible
bonds, should see its debt halved in 2021 before disposals. It should fall to zero in 2022.

Revenues and EBITDA margin estimates Net financial debt and gearing estimates
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Part 3: Creating shareholder value

“We invest generally in very good companies that have lost their way. And with
better management, enormous value can be created” - Bill Ackman

Gains from disposals

As we have seen, the disposals of the Parking and Infomobility divisions should have a positive
impact on margins, reduce debt and simplify group management. As the economic
environment improves, these sales could also deliver positive surprises.

After two successive impairments in 2019 and 2020 (of NOK32m and NOK21m respectively)
TCS International, the main subsidiary of the Parking division, is now valued at zero in the
accounts. Although this company is loss-making, it has innovative technologies and has
developed a new radar-based parking sensor based on Narrow-Band Internet of Things (NB-
loT) technology that represents real value. It should be kept in mind that the "Smart Parking"
sector is booming and is experiencing numerous innovations with the arrival of numerous start-
ups valued with very high multiples (Worldsensing, Nwave, Hesion, Zenpark, Smart Parking
Ltd...). The English company TDC Systems, the main asset in Infomobility, is also of real
interest. The company, which was acquired for more than NOK100m at the time, is one of the
world leaders in its market niche. Despite management that has been far from optimal, TDC
is profitable and continues to win contracts. It has recently received orders for weigh-in-motion
(WIM) solutions in Ukraine and Saudi Arabia with a total value of approximately NOK30m.

Beyond these two divestments, we believe that the question of whether to keep Intelight, the
company specialized in control boxes and software solutions for traffic lights, will sooner or
later have to be re-examined. This American company was certainly bought at a high price
(NOK200m) but it has few synergies with the rest of the group and is very volatile in terms of
results. It remains very regional and does not present any great growth prospects. However, it
could be of great interest to large groups such as Siemens wishing to strengthen their market
position in the US.

Asset for sale’s revenues breakdown Asset for sales, revenue and orders (NOKm)

235
230
225
220
215

210

Parking; 205
O,

48% 200

195
190

Infomobility;
52%

Warwyck ITS Research — Q-Free - February 18, 2021 9
Powered by LPE Research



€
=

&,

warwyck

PHOENIX PCC

What value?

Like the rest of the equity market, the Q-Free share has recovered well since the bottom of the
crisis. Over 10 months, the company has appreciated by almost 50%. Nevertheless, Q-Free
remains 15% below its pre-crisis level, which was already historically low. However, as we have
seen, despite the crisis, the group has managed to improve its results in 2020, should quickly
return to profits in 2021, and should experience strong growth after that. All this is clearly not
in the company's share price.

Historically, Q-Free has had average EV/IC and P/BV multiples between 1.7x and 1.9x. Today,
the company gets paid with a premium of only 31% on its Invested Capital and a 48% premium
on its Book Value. Similarly, the group was historically valued at 1.2x its turnover. Today, it is
traded on EV/sales multiples of 0.72x. This last multiple is interesting, particularly when
compared with those of its competitors. Kapsch TrafficCom, Europe's leading independent
ITS player, values its sales at only 0.6x, but it suffers from very poor prospects and has margins
that are even lower than Q-Free. Conversely, G.E.A, the small and very profitable French
competitor (we are shareholders of G.E.A) is trading at nearly 1.2x its sales. If Q-Free recovers
its margins as we hope, we see no reason why the Norwegian group could not approach
G.E.A's multiples.

On the other hand, the group's P/E or EV/EBIT multiples may appear high. The P/E 2021 of
the company is close to 20x. Those multiples should be put into perspective. Indeed, Q-Free
is negatively impacted by significant amortization of intangible assets related to its past
acquisitions. The EBITDA multiples, on the other hand, are much more informative. In terms
of EBITDA multiples, G.E.A is trading at 8.8x 2021 and Kapsch at 9.4x. Q-Free is trading at only
5.5x EBITDA for the same year and 3.8x EBITDA 2022. If Q-Free improves its results as
anticipated and succeeds in its divestments, it is easy to imagine that the company could trade
on an EV/EBITDA of 8.5x and see its share price rise to NOK 9. At this price level, the group
would be worth 1.1x its turnover. This would also be a valuation level consistent with the
intrinsic valuations derived from a DCF and an EVA-MVA. Finally, the very high cash-flow yield
ratio (above 10% on current prices) should be noted, which could lead to an even higher re-
rating of the share.

Valuation ratios at 5.50 NOK/share* DCEF valuation summary (NOK/share)*
12/2021E  12/2022E 12/2023E Beta 1.2 1.3 1.4 1.5 1.6 1.7

EV/Sales (x) 0.72 0.59 0.46 WACC 8.9% 9.4% 10.0% 10.6% 11.2% 11.7%
EV/IC (x) 1.31 1.19 1.01
EV/EBITDA (x) 5.5 3.8 2.7 G 1.0% 9.9 9.1 8.4 7.8 7.2 6.8
P/BV (x) 1.48 1.26 1.06 G.1.5% 10.3 9.4 8.6 8.0 7.4 6.9
P/CF (x) 8.3 5.3 4.3 G2.0% 10.7 9.8 8.9 8.2 7.6 7.1
P/E (x) 18.5 8.7 6.6 G2.5% 11.2 10.2 9.3 8.5 7.9 7.3
Free Cash-flow Yield (%) 8.0% 14.6% 19.0% G 3.0% 11.8 10.6 9.7 8.8 8.1 7.5
Dividend Yield (%) 0.0% 0.0% 0.0% G 3.5% 12,5 11.2 10.1 9.2 8.4 7.7
*Based on LPE Research estimates G: Infinite growth rate
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More value can be achieved

The new strategy of refocusing, sales growth and margin recovery should allow the stock to
rebound to NOK 9. We believe that a more substantial recovery could be achieved with the
implementation of an even more proactive strategy.

The sale of the parking and infomobility activities will only partially solve the strategic problems
of the group. With two very different divisions spread over two continents, Q-Free will remain
difficult to manage. The new Traffic Management division is made up of three companies with
businesses that have little in common (manufacture of electronic boxes and software
development) and are very far apart geographically (Arizona, Virginia and Slovenia). Synergies
will remain difficult to exploit within this division and therefore even more so with the Tolling
division based in Norway.

Q-Free's size in general and its market position in its various businesses is also far from optimal.
The company is one of the European leaders in toll systems but is not large enough in a rapidly
changing global market. Moreover, in traffic management, the group remains far too small. In
its specialties Q-Free is only ranked 3rd and 5th in North America. In order to achieve a higher
level of profitability and to be able to develop significant new R&D projects, the group will
have to acquire critical size and therefore grow.

In order to move higher, the Group will have to make strong choices and carry out major
mergers to change dimension in its main businesses. Several options are available to the
group. It can decide to refocus even more, sell its new Traffic Management division in the US
(of part of it as we mentioned previously), and use the new resources thus freed up to make
transformative acquisitions in tolling. The group can also choose to become a world leader in
its two core businesses. However, this can only be achieved through a major combination with
another player in the sector. Such a combination may take the form of a merger, but may also
result in the acquisition of Q-Free in its totality.

Main players 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, Indra,
Siemens, T-Systems...

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

Swarco, Kapsch, Dynniqg
Siemens, Telnt, Groupo
ACS, Indra...

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

Equipment providers
(Hardware & Software)

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

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

Swarco, Kapsch, Dynniqg
Siemens, Groupo ACS,
EDS, ECI, Q-Free...

Xerox, Wohr, Swarco,
Kapsch, Stopa, Q-Free,
Tradelec, G.EA...

Warwyck ITS Research — Q-Free - February 18, 2021
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Appendix: The company and financial estimates

Business summary

Q-Free ASA is a Norway-based company engaged in the field of Intelligent Transport System (ITS). The company
provides provide in particular a range of tolling systems and is involved in Advanced Transportation Management
System (ATMS). It offers urban traffic management central, parking management, truck tolling, Automatic Number-
Plate Registration (ANPR), passengers, cargo and transport management, as well as traffic detection, among others.
The company was founded in 1984 and is headquartered in Soer-Troendelag, Norway.

Sales by division (12/2020) Sales by geography (estimates)

Rest of the

Assets to be World; 9%

disposed; 13%

Americas;
31%
Europe;
Tolling; 60%
Traffic 64%
Management;
23%
Industry and sector: Technology Equipment
Some listed competitors: Kapsch TrafficCom (AUT), G.E.A. (FRA), Smart Parking (AUS)
Revenue 2020 (EURm) EBITDA margin 2020 (% of revenue)
800 12%
700 10%
600 8%
500 6%
4%
400
2%
300 ]

0%
100 -4%

0 - | — -6%

Kapsch Q-Free GEA Smart GEA Q-Free Kapsch Smart
Parking Parking
Shareholder’s structure Main institutional investors (%)
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Rieber & Son;
47%

Free-
float; 54%

PHOENIX PCC

Artic Funds plc 6.6%
DNB Asset Management AS 4.6%
Verdipapirfondet KLP Aksjenorge 4.0%
Kommunal Landspensjonskasse 4.0%
Sonstad AS 1.9%
Storebrand Asset Management AS 1.7%
August Holding 1.4%
Trond Wikborg 1.2%

Supervisory board structure

Rieber &
Son; 14%

Board members

Trond Valvik (Chairman, non independent)
Ingeborg Molden Hegstad (independent)
Snorre Kjesbu (independent)

Trine Stremsnes (independent)

Geir Bjorlo (Independent)

Yngve Halmo (employee representative)

Brage Blekken (employee representative)

CEQ's compensation structure (2019)

Oher
benefits;
2%

Stock based
compensation;

0%

Variable
salary;
31%

Fixed
salary;
67%

Warwyck ITS Research — Q-Free - February 18, 2021
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Management team

Hakon Volldal (CEO)

Trond Christensen (Interim CFO)

Jan-Erik Sandberg (CTO)

Fredrik Nordh (SVP Tolling)

Morten Andersson (SVP Traffic Management)

Idunn Hals (SVP Brand, Communication & Marketing)
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Stock Reputation®
Criteria Points Comments

Share price behavior

- Erratic share price movements 2/10 The Q-Free share, which is not very liquid, experiences many
- Share price deviation from its trend 9/10 erratic movements (nearly 4 per month) but in the end its share
Criterion total 11/20 price does not deviate much from its trend.

Quiality of the shareholders
- Ownership by ‘major’ institutional investors 8/10 Q-Free has large Nordic institutional funds among its
- Shareholder loyalty 6/10 shareholders. Its shareholders have also been relatively loyal and
Criterion total 14/20 have not left the company.

Governance and focus on shareholder value
- Reference shareholder 4/5 Q-Free is controlled by an investment firm clearly focused on
- Structure of the board 5/5 value creation and the Board of Directors is independent.
- Focus of the CEO 1/5 However, the CEO does not hold many shares in the company
- Investor Relations intensity 15 and is not particularly active in terms of investor relations.
Criterion total 11/20

Social and environmental focus
- Social impact reporting and priority 2/5 Social and environmental impact is not Q-Free's top priority, and
- Impact on people 4/5  the company's reporting is fairly succinct. Nevertheless, the
- Environmental reporting and priority 2/5 Group's products have a positive impact on the environment
- Impact on the environment 4/5 (reduction of pollution linked to traffic congestion) and society

d safety).

Criterion total 12/20 (road safety)

Communication and consistency
- Communication quality 7/10 The company gives a lot of details about its business and strategy.
- Consistency 3/5 Its quarterly communication is also excellent and allows its
- Guidance 175 performance to be well monitored. Unfortunately, the company
Criterion total 11/20 has often failed to achieve its financial targets.

Total over 100 59/100 Average reputation on the stock market

Warwyck ITS Research — Q-Free - February 18, 2021
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P&L
(NOKm) 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019 12/2020 12/2021E 12/2022E 12/2023E
Revenues 788.7 803.5 877.2 973.5 888.6 962.3 889.3 1000 1070 1125
- Change % 30% 2% 9% 11% -9% 8% -8% 12% 7% 5%
EBITDA 84.7 -16.0 -4.3 82.6 711 72.6 75.8 130.0 167.0 194.0
- EBITDA margin % 10.7% -2.0% -0.5% 8.5% 8.0% 7.5% 8.5% 13.0% 15.6% 17.2%
D&A 76.3 89.0 54.8 56.5 471 68.7 64.0 66.0 62.0 62.0
Non cash losses (gain) 0.0 55.5 0.0 21.9 0.3 31.9 20.5 0.0 0.0 0.0
Operating Income 84  -160.5 -59.1 4.2 23.7 -27.9 -8.8 64.0 105.0 132.0
- Operating margin % 1% -20% -7% 0% 3% -3% -1% 6% 10% 12%
Other income (expense) 0.0 0.0 0.0 0.0 0.0 16.6 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) -24.8 -21.6 3.5 -13.8 -24.8 -12.2 -23.6 -17.0 -7.0 -3.0
- Net interest rate % -221%  93.1% -2.9% 7.7% 14.3% 7.5% 11.0% 10.1% 10.8% -7.9%
Pre-tax -16.4 1821 -55.6 -9.5 -1.1 -23.6 -32.4 47.0 98.0 129.0
Income tax expense 10.6 12.6 -2.2 1.7 7.0 -0.1 8.5 14.0 28.0 36.0
- Apparent tax rate % -65% -7% 4% -18%  -623% 0% -26% 30% 29% 28%
Income before minority -27.0 -194.7 -53.4 -11.3 -8.1 -23.5 -41.0 33.0 70.0 93.0
Discontinued operations 0.0 0.0 0.0 -9.5 0.0 0.0 0.0 0.0 0.0 0.0
Minority interest 1.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income -28.8 -194.7 -53.4 -20.7 -8.1 -23.5 -41.0 33.0 70.0 93.0
Adjustment 0.0 55.5 0.0 21.9 0.3 15.3 24.5 0.0 0.0 0.0
Adjusted net income -28.8 -139.2 -53.4 1.2 -7.8 -8.2 -16.5 33.0 70.0 93.0
- Change % -74% 384% -62% n/s n/s 5% 100% n/s 112% 33%
Nb of shares (millions) 68.574  68.798 75351 89.223 89.223 89.223 89.223 111.244 111.244 111.244

Nb of shares dil (millions) 69.499  70.071  75.613  90.215 91.439 91.779 110.098 111.244 111.244 111.244

Basic EPS (EUR) -0.42 -2.83 -0.71 -0.23 -0.09 -0.26 -0.46 0.30 0.63 0.84
Adj. EPS (EUR) -0.41 -1.99 -0.71 0.01 -0.09 -0.09 -0.15 0.30 0.63 0.84
- Change % -74% 384% -62% n/s n/s 5% 67% n/s 112% 33%
Dividend per share (EUR) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Pay-out (%) 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Warwyck ITS Research — Q-Free - February 18, 2021
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Balance sheet
(NOKm) 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 12/2023E
Non-current assets 481.3 628.1 547.5 495.8 503.3 520.7 414.0 373.0 336.0 299.0
Intangible asset 395.7 582.0 495.0 454.0 462.4 426.0 331.9 290.9 253.9 216.9
PP&E 51.8 43.9 337 22.4 25.4 78.8 63.3 63.3 63.3 63.3
Investment & Other 338 2.3 18.8 19.4 15.4 15.9 18.8 18.8 18.8 18.8
Current assets 365.4 278.7 331.0 473.6 326.6 267.1 363.0 507.0 614.0 744.0
Working capital 179.4 184.8 172.7 3221 204.8 198.5 172.7 197.7 215.2 228.9
Other assets 21.9 28.6 31.6 37.9 321 375 24.4 24.4 244 24.4
Assets held for sale 0.0 0.0 252 0.0 0.0 0.0 91.0 91.0 91.0 91.0
Cash & cash equivalents 164.1 65.3 101.5 113.6 89.7 311 75.0 194.0 283.5 399.7
Shareholders' equity 485.4 416.5 426.9 414.2 402.4 384.0 311.4 4144 484.4 577.4
Group share 485.4 416.5 426.9 414.2 402.4 384.0 311.4 414.4 484.4 577.4
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 192.6 327.6 281.7 215.9 239.9 222.2 269.5 269.5 269.5 269.5
Interest bearing liabilities 107.2 160.3 169.2 160.7 196.0 185.0 249.2 249.2 249.2 249.2
Pension Liabilities 18.3 18.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Provision and other 67.1 148.5 112.5 55.2 43.9 37.2 20.3 20.3 20.3 20.3
Current liabilities 168.8 173.0 169.9 339.2 187.5 181.6 196.1 196.1 196.1 196.1
Interest bearing liabilities 3.4 5.1 70.5 173.1 19.5 47.0 54.3 54.3 54.3 54.3
Liabilities held for sale 0.0 0.0 18.4 0.0 0.0 0.0 27.2 27.2 27.2 27.2
Other 165.3 167.9 81.0 166.1 168.0 134.6 114.6 114.6 114.6 114.6
Invested Capital 626.9 810.6 701.4 798.5 692.6 703.3 567.8 551.8 532.3 509.1
Net financial debt -53.5 100.0 138.3 220.2 125.8 201.0 228.5 109.5 20.0 -96.3
Net debt -35.2 118.8 138.3 220.2 125.8 201.0 228.5 109.5 20.0 -96.3
Asset 846.7 906.8 878.5 969.4 829.8 787.8 777.0 880.0 950.0 1043.0
Liabilities 846.7 917.1 878.5 969.4 829.8 787.8 777.0 880.0 950.0 1043.0
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Cash flow and ratios
(NOKm) 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 12/2023E
EBITDA 84.7 -16.0 -4.3 82.6 711 72.6 75.8 130.0 167.0 194.0
Financing costs 24.8 21.6 -3.5 13.8 24.8 12.2 23.6 17.0 7.0 3.0
Income tax expense 10.6 12.6 -2.2 1.7 7.0 -0.1 8.5 14.0 28.0 36.0
WCR change and other -14.0 -33.0 73.2 1164  -120.7 35.8 -9.3 25.0 17.5 13.8
Cash-flow from operat. 63.3 -17.2 -71.8 -49.3 160.0 24.7 52.9 74.0 114.5 141.3
CAPEX 69.1 64.9 31.9 30.1 43.5 355 24.0 25.0 25.0 25.0
Free Cash-flow -5.8 -82.1 -103.8 -79.5 116.5 -10.8 28.9 49.0 89.5 116.3
Acquisition/Disposal 103.4 58.6 52.1 0.9 23.2 64.6 32.5 0.0 0.0 0.0
Dividend and return 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Equity issuance 0.0 0.0 127.2 0.0 0.0 0.0 10.7 70.0 0.0 0.0
Other & Adjustment -8.2 -12.9 -9.5 -1.6 1.1 0.2 -34.7 0.0 0.0 0.0
Reduction in net debt -117.4 -153.6 -38.2 -81.9 94.4 -75.2 -27.6 119.0 89.5 116.3
12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E 12/2020E 12/2021E 12/2022E 12/2023E
Gross margin (%) 64.2% 71.1% 66.2% 70.4% 64.1% 56.1% 61.3% 61.1% 61.5% 61.9%
EBITA margin (%) 10.7% -2.0% -0.5% 8.5% 8.0% 7.5% 8.5% 13.0% 15.6% 17.2%
Operating margin (%) 1.1%  -20.0% -6.7% 0.4% 2.7% -2.9% -1.0% 6.4% 9.8% 11.7%
Net margin (%) -3.6%  -17.3% -6.1% 0.1% -0.9% -0.9% -1.9% 3.3% 6.5% 8.3%
ROCE before tax (%) 1% -20% -8% 1% 3% -4% -2% 12% 20% 26%
ROCE after tax (%) 2% -21% -8% 1% 25% -4% -2% 8% 14% 19%
ROIC (%) 3% -33% -10% 1% 32% -2% -2% 9% 15% 20%
ROE (%) -6% -47% -13% -5% -2% -6% -13% 8% 14% 16%
Current Ratio (x) 2.2 1.6 1.9 1.4 1.7 1.5 1.9 2.6 3.1 3.8
WCR (% of revenues) 23% 23% 20% 33% 23% 21% 19% 20% 20% 20%
Gearing (%) -1% 24% 32% 53% 31% 52% 73% 26% 4% -17%
Net debt/EBITDA (x) -0.6 -6.3 -31.8 2.7 1.8 2.8 3.0 0.8 0.1 -0.5
Interest coverage (x) 0.3 -7.4 17.0 0.3 1.0 -2.3 -0.4 3.8 15.0 44.0
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(NOK) 12/2014 12/2015 12/2016 12/2017 12/2018 12/2019E  12/2020 12/2021E 12/2022E 12/2023E
Share price average 13.4 1.3 8.82 8.29 7.87 7.07 4.88 5.50 5.50 5.50
Market cap. (EURm) 918.9 777.4 664.6 739.7 702.2 630.8 435.4 611.8 611.8 611.8
Entreprise Value (EURm) 870.6 1019.8 9185 10755 921.0 879.8 663.9 721.3 631.8 515.6
Book Value per share 7.1 6.1 5.7 4.6 4.5 4.3 3.5 3.7 4.4 5.2
Cash-Flow per share 0.92 -0.25 -0.95 -0.55 1.79 0.28 0.59 0.67 1.03 1.27
Earnings per share -0.41 -1.99 -0.71 0.01 -0.09 -0.09 -0.15 0.30 0.63 0.84
EV/Sales (x) 1.10 1.27 1.05 1.10 1.04 0.91 0.75 0.72 0.59 0.46
EV/IC (x) 1.39 1.26 1.31 1.35 1.33 1.25 1.17 1.31 1.19 1.01
EV/EBITDA (x) 10.3 -63.8 -211.3 13.0 13.0 121 8.8 5.5 3.8 2.7
P/BV (x) 1.89 1.87 1.56 1.79 1.75 1.64 1.40 1.48 1.26 1.06
P/CF (x) 14.5 n/s n/s n/s 4.4 25.6 8.2 8.3 53 4.3
P/E (x) n/s n/s n/s 623.2 n/s n/s n/s 18.5 8.7 6.6
Free Cash-flow Yield (%) -0.6%  -10.6%  -15.6% -10.7% 16.6% -1.7% 6.6% 8.0% 14.6% 19.0%
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
EV/EBITDA 2021 (x) P/E 2021 (x)
12 40
35
10
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25
6 20
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5
0 0
Smart Kapsch GEA Q-Free Smart EA Q-Free Kapsch
Parking Parking
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