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RECOMMENDATION 
Buy 
PRICE 
$0.14
TARGET PRICE 
$0.275
RISK 
High (SpeĐulative)

Novatti, an AustralianͲďased Đompany, is an 
awardͲwinning gloďal software teĐhnology and 
payment serviĐes provider. Both through 
teĐhnology and serviĐes, Novatti helps 
eĐonomies, Đorporations and Đonsumers 
digitiǌe Đash transaĐtions. Novatti͛s roďust and 
effiĐient software solutions inĐlude Consumer 
Digital tallet, BranĐhless ďanking, Moďile 
Money, Bill Payments, RemittanĐe ServiĐes and 
VouĐher Management Systems. Novatti͛s 
transaĐtion proĐessing serviĐes inĐlude 
Flexepin, an open loop Đash vouĐher serviĐe 
and TransferBridge, a gloďal remittanĐe 
network. Additionally, Novatti reĐently 
entered the ďillings seĐtor, via the aĐƋuisition of 
ďasis2, a utilities ďilling and Đustomer 
information systems (CIS) ďusiness. 
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COMPANY DATA  (19.07.2016)

ASX Code NOV.ASX

Market Capitalisation (fully diluted) ~$17.2m

Enterprise Value ~$16.1m

Shares on Issue 109,511,932

Options (all >$0.20 Ex) 13,379,250

12 Month High/Low $0.255/$0.092

Ave Monthly Turnover ~2,054,090

Cash – Mar 2017 ~$1.07m

(All dollars referred to in this report are in Australian dollars unless otherwise stated)

Analyst: 
Alastair Murray  +618 8236 8896
Authorisation: 
Alan Young  +618 8236 8888

Recommendation – BUY – Update Report 
Approaching the Inflection
te reĐently met with Novatti 'roup Limited (͞Novatti͟ or ͞the Company͟) to disĐuss the 
aĐƋuisition of ďasis2 and the progress of the various transaĐtion revenue growth initiatives 
and partnerships that have ďeen formed over the past twelve months.  Novatti is an 
AustralianͲďased, awardͲwinning gloďal finanĐial transaĐtion software teĐhnology and 
payment serviĐes provider. The Company was founded upon the ͚Novatti Platform͛, whiĐh 
enaďles teleĐoms and other ďusinesses to provide and drive value from digital finanĐial 
transaĐtions. The Novatti Platform has ďeen in the market for nearly two deĐades, 
underpinning the Company. Additionally, Novatti has developed its own transaĐtionͲďased 
platforms, whiĐh are ďeing distriďuted via a variety of Đhannels and partnerships, 
offering signifiĐant ďlueͲsky potential. Novatti undertook an initial puďliĐ offering 
(͞IPO͟) on Australian StoĐk ExĐhange in :anuary 2016 and has sinĐe Đontinued to rollͲ
out its growth strategy, aĐƋuiring ďillings provider, ďasis2, exeĐuting a numďer of key 
ĐontraĐts and forming partnerships, whiĐh are delivering meaningful revenues.  

te maintain Đoverage on Novatti with a BhY reĐommendation and after aĐĐounting for the 
reĐent share issue we arrive at a share priĐe target of $0.275 per share with this share priĐe 
target ďeing Đomprised of the DCF valuation ($0.2ϴ) and a per share valuation ďased on peer 
group revenue multiple ($0.27). 

InYestPent Highlights
Earning aĐĐretive aĐƋuisition of ďasis2 – Novatti aĐƋuired ďasis2, an advanĐed ďilling and 
Đustomer information systems (CIS) solution that serviĐes the utilities industry. The 
aĐƋuisition is earnings aĐĐretive, aĐƋuired on an attraĐtive multiple of ~2.6 times EBITDA, 
enhanĐing the value proposition of Novatti. 

Profit infleĐtion point – The integration of ďasis2 inũeĐts ~$1.1m EBITDA (~$1.7m revenue) 
into Novatti, turning the group as a whole profitaďle. Our modelling suggests that the 
Đomďination of growing transaĐtion revenues and Đost mitigation will turn Novatti (ex ďasis2) 
profitaďle in approximately Y3FY201ϴ. Therefore, the positive EBITDA that ďasis2 provides, 
enaďles Novatti to strengthen its ďalanĐe sheet, enaďling the progression of further growth 
opportunities and importantly delivering profitaďility sooner.   

  Moving ƋuiĐkly to seiǌe growth opportunities

¾ CryptoĐurrenĐies – Novatti identified an opportunity for Flexepin to serviĐe users of
ĐryptoĐurrenĐies suĐh as BitĐoin, Etherum and Ripple as an enormous opportunity. Initially
rolled out in Canada, Flexepin provides a simple and seĐure method for Đonsumers to
transfer funds to a distriďutor or exĐhange to make their purĐhases of ĐryptoĐurrenĐies.
Flexepin is inĐreasing its ĐryptoĐurrenĐy merĐhant ďase (30) and expeĐts Đontinued
strong uptake from this seĐtor. TraffiĐ related to ĐryptoĐurrenĐies is the prominent
driver for the impressive growth rates of the Flexepin produĐt. The esĐalating demand of
ĐryptoĐurrenĐies in ĐonũunĐtion with the growing market awareness of the Flexepin
offering indiĐates that Đurrent growth may ďe maintained.

¾ China Payments – Novatti have exeĐuted key partnerships with Royalpay, epay and
Latipay, faĐilitating a ďroad speĐtrum of Chinese payments. Chinese payments eƋuates
to more than $ϴ7ď per annum, presenting a signifiĐant opportunity for Novatti. The
division is delivering strong revenue growth, providing preliminary validation of the
strategy. Initial growth has Đome from the RoyalPay, who is generating $150m in
revenue (annualised) at a growth rate of 20й per month.
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InYestPent Highlights continued

¾ TransaĐtion  Revenues͗
P Chinese Payments – Partnerships formed with RoyalPay, epay and Latipay to deliver

effeĐtive and effiĐient payment solutions for Chinese Đonsumers in Australia and
aďoard

P Flexepin – A versatile eleĐtroniĐ vouĐher platform ďeing partnered with merĐhants
gloďally for a wide range of appliĐations, inĐluding ĐryptoĐurrenĐies (BitĐoins etĐ.)
and ďill payments

P TransferBridge  –  A Đost effeĐtive remittanĐe platform foĐussed on emerging
markets

¾ Trusted Party ServiĐes Ͳ ComplianĐe Ͳ Novatti provides finanĐal ĐomplianĐe serviĐes to
Đompanies that are estaďlishing operations in Australia.

¾ The Novatti Platform –  Novatti͛s teĐhnology platform, delivered as either an enterprise
solution sale or on a Software as a ServiĐe (SaaS) ďasis

¾ htility Billing  – Novatti͛s aĐƋuisition of ďasis2 extends the revenue mix into ďilling proĐessing,
with a growth foĐus on utilities in emerging markets

ExperienĐed and proven ďoard and management that have a deep understanding of gloďal markets, 
domain knowledge of payments and a history of exeĐuting large ĐontraĐts with large 
teleĐommuniĐation and finanĐial serviĐes Đompanies.

Large market opportunity – The gloďal moďile ĐommerĐe and alternative payments industry 
aĐĐounted for transaĐtions totalling 3.ϴй of gloďal 'DP in 2014, valued at over hS$3 trillion, whiĐh is 
expeĐted to grow suďstantially. Novatti͛s transaĐtion serviĐes are highly sĐalaďle on a gloďal level 
and offer signifiĐant ďlueͲsky potential for the Company.1

Disrupting and enhanĐing emerging markets Ͳ NovattiΖs teĐhnology offering is perfeĐtly suited 
for emerging markets where traditional ďanking infrastruĐture is not well estaďlished. Two 
ďillion people gloďally remain ΖunďankedΖ and are suďũeĐt to ineffiĐient remittanĐe/payment options, 
whiĐh attraĐt exĐessive fees.2 NovattiΖs payment and remittanĐe platforms are solving a 
suďstantial issue, enhanĐing the lives of those in emerging markets.  

Novatti has an exĐellent teĐhnology offering – Novatti͛s extensive suite of moďile payment 
solutions inĐlude Digital tallets, EleĐtroniĐ TopͲhp, Moďile Money, Bill Payments, RemittanĐes 
and VouĐher Management. These solutions have ďeen validated ďy ďlueͲĐhip Đustomers and Đan 
ďe delivered ďy way of an enterprise solution, Đloud solution or integrated with a partner under 
a transaĐtion revenue share model. 

ExeĐuting Partnership Model – Novatti Đontinues to exeĐute partnership agreements, whiĐh for 
a minimal Đapital outlay, leverage the parties͛ key Đapaďilities in order to set the framework 
to generate ͚Đlip the tiĐket͛ revenues that grow month on month at exĐeptionally high margins.

'loďal reaĐh and sĐalaďility – Many FinTeĐh Đompanies endeavor to ďe gloďal, ďut 
experienĐe signifiĐant Đhallenges expanding to other ũurisdiĐtions. Novatti has a  gloďal 
network, whiĐh has enaďled them to exeĐute various partnerships and sales over the past twelve 
months. 

Strong and Diverse Revenue Model Ͳ NovattiΖs revenue mix is transitioning towards high 
margin, reĐurring or transaĐtional revenues. These revenues are derived from a variety of sourĐes͗

1. 'SMA 2015, The Moďile EĐonomy, page 9
2. http͗//www.worldďank.org/en/programs/gloďalfindex
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Company Overview
Novatti, an AustralianͲďased Đompany, is an awardͲwinning gloďal software teĐhnology and payment 
serviĐes provider. Both through teĐhnology and serviĐes, Novatti helps eĐonomies, Đorporations and 
Đonsumers digitiǌe Đash transaĐtions. Novatti͛s roďust and effiĐient software solutions inĐlude Consumer Digital 
tallet, BranĐhless ďanking, Moďile Money, Bill Payments, RemittanĐe ServiĐes and VouĐher Management 
Systems. Novatti͛s transaĐtion proĐessing serviĐes inĐlude Flexepin, an open loop Đash vouĐher serviĐe and 
TransferBridge, a gloďal remittanĐe network. Additionally Novatti reĐently entered the ďillings seĐtor, via the 
aĐƋuisition of ďasis2, a utilities ďilling and Đustomer information systems (CIS) ďusiness. 

Figure 1 Ͳ Company Division Breakdown 
SourĐe Ͳ Company Presentations and Material 
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Novatti acquired basis2 
on a multiple of 2.6 times 
EBITDA

The acquisition was 
funded through a non-
renounceable entitlement 
offer at $0.14 per share

basis2 is profitable and 
has been operating for 
over 10 years 

AcTuisition � Easis� 
Novatti entered into a Đonditional ďinding agreement with PropheĐy International Limited 
(PRO.ASX) to aĐƋuire 100й of ďasis2, a ďilling and Đustomer information systems (CIS) ďusiness. 

The TransaĐtion 

Aďout basis2

basis2 is profitaďle and has ďeen operating for over 10 years. ďasis2 has developed 
teĐhnologiĐally advanĐed ďilling and CIS solutions that serviĐe the utilities industry, providing a 
low Đost and low risk way for utility providers to improve operational effiĐienĐies and lower the 
Đost of serviĐing their Đustomers. The platform has ďeen ďuilt on OraĐle and has proven to ďe a 
roďust and sĐalaďle solution.  ďasis2 has a numďer of key Đustomers namely, Philadelphia tater 
and City of Cairo, whiĐh provide reliaďle, stiĐky revenues.  

Market 

Figure 2 Ͳ ďasis2 overview  
SourĐe Ͳ www.ďasis2.Đom
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ďasis2 underpins NovattiΖs 
profitaďility, providing a   
A$1.7m revenue and        
A$1.1m EBITDA inũeĐtion 
into the ďusiness.  

Novatti have identified 
strong growth potential in 
emerging markets

Novatti aims to improve 
the EBITDA margin 
ďeyond its already strong 
level of 65й

AcTuisition � Easis� � Highlights and 6\nergies

ďasis2 underpins Novatti͛s profitaďility – It has ďeĐome Đlear that in the Đurrent market, 
teĐhnology investors favour Đompanies that are profitaďle Θ demonstrating growth and avoid 
Đompanies that are maintaining exĐessive ďurn rates without a Đlear route to profitaďility, even 
if there is signifiĐant ďlueͲsky. Our modelling suggests Novatti (exĐluding ďasis2) will ďe 
profitaďle on a monthͲďyͲmonth ďasis ďy Y3FY1ϴ. The aĐƋuisition of ďasis2 inũeĐts A$1.7m 
revenue and A$1.1m EBITDA into Novatti, underpinning Novatti͛s profitaďility from Y1FY1ϴ, 
satisfying the Đapital reƋuirements for growth. 

AttraĐtive aĐƋuisition metriĐs – The Đonsideration for the aĐƋuisition is $2.75m in Đash, whiĐh 
eƋuates to a multiple of ~2.6 times EBITDA. The aĐƋuisition is earnings aĐĐretive and will provide 
immediate Đash flows to Novatti, with the aĐtual Đash payaďle ďeing approximately $2.3m due 
to advanĐed payments ďy Đustomers ďeing netted off the aĐƋuisition priĐe and ongoing net Đash 
flow of ĐirĐa $40k per month. 

Addition of valuaďle teĐhnology and expertise – In addition to the strong reĐurring revenues, 
Novatti have aĐƋuired valuaďle teĐhnology solutions and industry expertise. The addition of 
these assets enaďles Novatti to ďuild upon their growing TransaĐtions Division, rounding out the 
offering.

Novatti to push growth in emerging markets – Novatti have identified  growth opportunity in 
emerging markets, partiĐularly the Middle East and AfriĐa where Novatti will ďe aďle to utilise its 
existing distriďution network to satisfy pent up demand. There is also potential to ĐrossͲsell 
Novatti͛s offerings to ďasis2 Đlients and viĐeͲversa.

RefoĐus ďasis2 for growth – Novatti noted that under previous ownership, ďasis2 was not entirely 
foĐussed on growth and the utmost effiĐienĐy. Management have estaďlished immediate and 
longer term growth opportunities in the ďasis2 ďusiness that Đan ďe aĐhieved under their 
ownership. 

Costs Savings – Novatti have identified a range of Đost saving and effiĐienĐies, whiĐh will likely 
inĐrease the EBITDA margin ďeyond its already strong position of 65й. 
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Novatti is foĐussed on 
deploying highly sĐalaďle 
platform teĐhnologies 
that ͚Đlip the tiĐket͛ of 
eaĐh transaĐtion

Three Platforms

1. Chinese Payments

2. Flexepin

3. TransferBridge

Novatti have exeĐuted deals 
with RoyalPay, epay and 
LatiPay to faĐilitate a ďroad 
speĐtrum of Chinese 
payments

RoyalPay is now generating 
over $150m in revenue, 
growing at 20й per month 

7ransaction 3rocessing ReYenue

Novatti͛s growth strategy revolves around the growth of their transaĐtion ďased revenue division. 
Novatti is foĐussed on deploying highly sĐalaďle platform teĐhnologies that ͚Đlip the tiĐket͛ of eaĐh 
transaĐtion. The deployment/integration of these sophistiĐated platforms reƋuires minimal initial 
and ongoing Đapital expenditure, resulting in high margin, reliaďle revenue.    

SpeĐifiĐally, Novatti͛s transaĐtion ďased revenues are derived through three platforms͗ 

1) Chinese Payments (Trusted Party ServiĐes)

2) Flexepin

3) TransferBridge

&hinese 3a\Pents �7UXVWHG 3DUW\ 6HUYLFHV�
Novatti launĐhed their Trusted Party ServiĐes division in 2016, with a foĐus on Chinese payments, 
following a suĐĐessful two month trial. hnder this model, Novatti enaďles trusted third parties to 
ďeĐome authorised representatives of Novatti, faĐilitating operations in Australia under Novatti͛s 
Australian FinanĐial ServiĐes LiĐense (AFSL). Novatti Đharges a monthly fee for these ĐomplianĐe 
serviĐes and antiĐipates the numďer of Đlients to grow steadily. In addition to utilisation of the AFSL, 
Novatti may integrate their payment platform to further enhanĐe the offering and Đharge a fee per 
transaĐtion.    

hnder this model, Novatti have exeĐuted deals with RoyalPay, epay and LatiPay to faĐilitate a ďroad 
speĐtrum of Chinese Payments, inĐluding͗

¾ inͲstore retail payments with leading Chinese eͲwallets (teChat tallet Θ AliPay)͖

¾ online eͲĐommerĐe payments from Chinese Đonsumers within China͖ and

¾ ĐrossͲďorder BusinessͲtoͲBusiness trade payments.

Novatti has positioned itself at the forefront of the market, enaďling Đheaper and effiĐient payment 
options, providing solutions to a disũointed market. Revenues generated from this division are 
demonstrating strong growth, validating the ďusiness model. 

RoyalPay Australia Ͳ teChat tallet 

Novatti signed an agreement with RoyalPay Australia, one of the first Australian distriďutor for 
teChat tallet, following the launĐh of the Trusted Party ServiĐes. This agreement enaďles 
Australian retailers to aĐĐept teChat tallet payments from Chinese visitors (tourists/students) 
in store, an option whiĐh has not ďeen availaďle in the past. Novatti reĐeives a Đommission for 
eaĐh teChat transaĐtion generated through the RoyalPay system in Australia.

Outlook Ͳ RoyalPay is gaining strong traĐtion 

RoyalPay Australia, whiĐh ĐommenĐed operations in :uly 2016, surpassed $50m of turnover as of 
:une 2017. Impressively, the Đurrent annualised run rate is $150m on a Đurrent growth rate of ĐirĐa 
20й per month. 

Novatti reported that net proĐessing fees are Đurrently ĐirĐa $150k per annum and growing in line 
with RoyalPayΖs growth. 
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Revenues generated from 
RoyalPay Đould potentially 
reaĐh $50,000 per 
Ƌuarter ďy Y3FY1ϴ

epay provides innovative 
and tailored eleĐtroniĐ 
payment solutions to a 
Đustomer ďase with over 
23,000 point of sale 
terminals

The deal with LatiPay 
enaďles payments via 
Chinese eͲwallets suĐh as 
AliPay, teChat Pay and 
::DPay along with 19 
maũor Chinese ďanks. 

&hinese 3a\Pents Fontinued 

RoyalPay Ͳ Yuarterly Revenue ForeĐast 

At the Đurrent growth rate, revenues generated from RoyalPay Đould potentially reaĐh 
approximately A$50,000 per Ƌuarter ďy Y3FY1ϴ (A$200,000 annualised). te antiĐipate that 
RoyalPay͛s growth rate will likely taper FY19 as the market ďeĐomes saturated, providing Novatti 
a strong, reliaďle revenue Đontriďution all of whiĐh, effeĐtively ͚hits the ďottom line͛.  

epay Australia – AliPay 

Novatti exeĐuted an agreement with epay Australia Pty Ltd to provide proĐessing and ĐomplianĐe 
serviĐes to support epay͛s rollͲout of Alipay to their large Australian retail ďase. epay provides 
innovative and tailored eleĐtroniĐ payment solutions to a Đustomer ďase with over 23,000 point of 
sale terminals, whiĐh inĐludes toolworths, Myer, David :ones and :B HiͲFi. 

To faĐilitate the rollͲout, epay have integrated Novatti͛s teĐhnology and are operating under 
Novatti͛s AFSL. In return, Novatti ͚Đlip the tiĐket͛ on eaĐh Alipay transaĐtion that is proĐessed 
throughout the retail network. Novatti have ďuilt and integrated the neĐessary teĐhnology for a 
modest Đapital outlay, estaďlishing an Đonsideraďly high margin division whiĐh will result in healthy 
revenues as the rollͲout is exeĐuted.

Outlook

epay is due to initiate its rollͲout in :uly 2017 with Novatti to reĐeive revenues as transaĐtions are 
proĐessed. It is antiĐipated that revenues will ďe similar to the RoyalPay deal.  

LatiPay Deal – Expanding the SĐope

Novatti has exeĐuted a deal with LatiPay, whiĐh faĐilitates the expansion of its payments serviĐe to 
Đover Australian eͲĐommerĐe and trade payments from China. The deal enaďles payments via 
Chinese eͲwallets suĐh as AliPay, teChat Pay and :DPay along with 19 maũor Chinese ďanks. These 
payment options are Đurrently extremely limited in Australia and are highly sought after ďy Chinese 
Đonsumers and merĐhants that desire faster and more ĐostͲeffeĐtive payment systems. 

In combination with the RoyalPay & epay deals, Novatti have now secured the whole payment 
vertical, facilitating payments in store, online and between businesses. The deal effectively increases 
Novatti's reach from 1.2 million  (Chinese visitors) to in excess of 1 billion.

Outlook

Novatti have started to on-board clients to the platform, which is resulting in early revenues. Growth 
in-line with managements expectations will refleĐt that of the Royalpay deal. 

Figure 3 Ͳ RoyalPay Ͳ Yuarterly Revenue ForeĐast
(BYS Assumptions)
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&hinese 3a\Pents continued 

Chinese retail payments 
Đould ďe worth up to 
$13Bn ďy 2020

CrossͲďorder eͲĐommerĐe 
transaĐtions were 
approximately $50Bn in 
2015

China is Australia͛s largest 
ďusiness to ďusiness 
trading partner, with 
exports of goods and 
serviĐes up 2й on last year 
to $27.3 ďillion.

Novatti Addresses Three Enormous Chinese FoĐussed Markets

1. InͲStore Retail Payments ďy Chinese Visitors

¾ A reĐord 1.2 million Chinese tourists visited Australia in 2016. The 2017 International
Visitor Survey (IVS) ďy Tourism ResearĐh Australia, showed foreign tourists spent a reĐord
A$39.1ďn throughout the year ending DeĐemďer 2016, a 7ͲperĐent rise on the previous
year, with Chinese visitors aĐĐounting for almost a Ƌuarter of that figure spending
~A9.5ďn.3 FaĐilitating Chinese payment options suĐh as AliPay and teChat (the two
largest eͲwallet providers in China, Đontrolling ~90й of the market) is essential for
Australian retailers if they wish to Đapture a pieĐe of the growing opportunity.

2. Online eͲĐommerĐe payments from Chinese Đonsumers within China

¾ China is the largest eͲĐommerĐe market in the world with in exĐess of 300 million online
shoppers. CrossͲďorder eͲĐommerĐe transaĐtions ďetween China and Australia were
approximately $50 ďillion in 20154, making Australia one of China͛s most popular sourĐes of
produĐts. Chinese Đonsumers and ďusinesses struggle with Australian denominated payments,
whiĐh are ďoth Đostly and timely. htilising Novatti, Australian merĐhants will ďe aďle to aĐĐept
and easily proĐess Chinese payments, ďoth faster and for a reduĐed transaĐtion fee.

3. BusinessͲtoͲBusiness trade payments and direĐt invoiĐing for Australian exporters

¾ China is Australia͛s largest ďusiness to ďusiness trading partner, with exports of goods and
serviĐes up 2й on last year to $27.3 ďillion.5 TransaĐting with small Chinese ďusiness
Đustomers is often ďurdensome and ineffiĐient. Novatti͛s new platform is positioned to
potentially disrupt the payment industry as it faĐilitates one of the easiest and most effiĐient
payment systems (time and Đost) for Australian exporters. The serviĐe enaďles merĐhants to
now make reƋuests for payment in realͲtime and direĐtly to ďusiness Đustomers, a pivotal
Đhange in ĐrossͲďorder transaĐtions.

Competition 

te note that there are a numďer of other partiĐipants that have emerged in this spaĐe over the past 
6 months. Novatti͛s is ideally positioned through their key partners to Đapture a strong portion of 
the market in the Đurrent ͚land graď͛, whiĐh will provide a reliaďle high margin revenue stream going 
forward. Management have indiĐated that resourĐes attriďuted expanding the division will to 
plateau onĐe the market ďeĐomes saturated, shifting the foĐus to the serviĐe and 
management of the reliaďle, high margin revenue stream.   

3. http͗//www.Đhinadaily.Đom.Đn/ďusiness/2017Ͳ03/23/Đontentͺ2ϴ655066.htm
4. https͗//www.austrade.gov.au/australian/export/exportͲmarkets/Đountries/Đhina/doingͲďusiness/eͲĐommerĐeͲinĐhina
5. http͗//www.aďs.gov.au/ausstats/aďsΛ.nsf/mf/536ϴ.0
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Flexepin faĐilitates the 
Đonversion of Đash into a 
digital vouĐher, whiĐh 
Đan ďe used for online 
and moďile ĐommerĐe. 

Novatti is aĐƋuiring new 
online merĐhants  
throughout Canada, 
Australia and Europe 
where distriďution 
networks have ďeen 
estaďlished.

'rowth has ďeen fuelled 
ďy ĐryptoĐurrenĐy 
exĐhanges

)le[epin
Flexepin faĐilitates the Đonversion of Đash into a digital vouĐher, whiĐh Đan ďe used for online and 
moďile ĐommerĐe. Novatti is estaďlishing a growing network of physiĐal loĐations enaďled with a 
distriďutor͛s point of sale systems for the purĐhase of the Flexepin vouĐhers. Online merĐhants 
are then signed up who will aĐĐept the Flexepin vouĐhers as a payment method. Being a prepaid 
vouĐher, Flexepin offers a safer online purĐhasing experienĐe, limiting the risk of identity fraud. 
Flexepin is gaining strong traĐtion as a method of payment for ĐryptoĐurrenĐies suĐh as 
BitĐoin, Ethereum and Ripple. CryptoĐurrenĐies are experienĐing staggering growth for whiĐh 
Novatti is well positioned to serviĐe. 

Revenue Model 

The vouĐhers are sold in various preͲdetermined amounts, for whiĐh Novatti will reĐeive varying 
margins of ĐirĐa 2й per transaĐtion, depending on the ĐommerĐial arrangement and region. 
Ongoing ďusiness development aĐtivities should see strong growth in the numďer of Đountries 
and the numďers of merĐhants aĐĐepting Flexepin.

Online MerĐhant FoĐus

Novatti is foĐussed on aĐƋuiring new online merĐhants for proĐessing gloďally where distriďution 
networks have ďeen estaďlished. Flexepin Đontinues to add Đountries for distriďution along 
with merĐhants that aĐĐept Flexepin Đash vouĐhers as online payment for goods and serviĐes. 
Flexepin is operational in Canada, Australia, 'reeĐe, Cyprus and parts of AfriĐa. Novatti is Đurrently 
updating its serviĐe to meet PSD2 and 4AMLD regulations and direĐtions due in the h< and 
Europe and will aĐĐelerate the Flexepin rollͲout to additional Đountries worldwide during FY 
201ϴ.

Partnering Ͳ LiĐensing the Platform 

Flexepin is also progressing proũeĐts assisting ďusinesses manage their internal payment proĐesses 
ďy providing speĐial Đustomised vouĐher appliĐations and serviĐes. Pay'round AB in Sweden 
are utilising speĐialised serviĐes from Flexepin for their internal proĐesses in the NordiĐ region 
(Sweden, Norway Θ Demark).

Revenue 'rowth 

The Flexepin payment network has aĐĐelerated its growth, predominantly fuelled ďy 
ĐryptoĐurrenĐies. The Company noted that Ƌuarterly revenue has approximately douďle in eaĐh 
Ƌuarter of FY2017, with the :une Yuarter providing a 135й inĐrease. te have modelled for strong 
growth, supported ďy the rollͲout to additional ũurisdiĐtions.  

Figure 4 Ͳ Flexepin Revenue 'rowth (BYS Assumptions)
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CryptoĐurrenĐies have 
experienĐed signifiĐant 
growth over the past 6 
months  

Flexepin provides a 
simple and seĐure 
method for Đonsumers to 
aĐƋuire ĐryptoĐurrenĐies

CryptoĐurrenĐies are 
foreĐast to gain further 
adoption in 201ϴ

)le[epin � &r\ptoFurrencies 
Novatti identified the adaptaďility of Flexepin to serviĐe users of ĐryptoĐurrenĐies suĐh as BitĐoin, 
Etherum and Ripple as an enormous opportunity. Initially rolled out in Canada, Flexepin provides a 
simple and seĐure method for Đonsumers to transfer funds to a distriďutor or exĐhange to aĐƋuire 
ĐryptoĐurrenĐies. Flexepin is inĐreasing its ĐryptoĐurrenĐy merĐhant ďase and expeĐts Đontinued 
strong uptake from this seĐtor. Flexepin is Đurrently availaďle to Đonsumers at approximately 6,000 
retail outlets in Canada.

AĐĐording to a reĐent MĐ<insey Report , BloĐkĐhain teĐhnology suĐh as BitĐoin will experienĐe an 
early adoption phase throughout 2016Ͳ17, followed ďy rapid growth in 201ϴ. BitĐoin is already 
growing in aĐĐeptanĐe ďy mainstream retailers, with maũors suĐh as MiĐrosoft, Dell, <mart, Sears 
and Bloomďerg aĐĐepting BitĐoin as a payment option.6

'rowth and PrevalenĐe of Top Three CryptoĐurrenĐies  

Figure 5 Ͳ CryptoĐurrenĐy Đharts Ͳ 
SourĐe͗ https͗//ĐoinmarketĐap.Đom/ Ͳ 1 :uly6. http͗//ďravenewĐoin.Đom/ďitĐoin͍mktсAhDηExĐhanges
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Novatti estaďlished a 
partnership with 
Pay'round AB, a Swedish 
online payment provider 
foĐussed on gloďal 
moďile payments 

TransferBridge is a gloďal 
remittanĐe network

Monisend enaďles online 
payments for prepaid 
eleĐtriĐity in �imďaďwe 
from Đustomers aďroad 

)le[epin � 3DUWQHULQJ 
SĐandinavia Pay'round AB Partnership 

Novatti estaďlished a partnership with Pay'round AB, a Swedish online payment provider foĐussed 
on gloďal moďile payments. Novatti has integrated their teĐhnology in order to Đreate a tailored 
eleĐtroniĐ vouĐher payment produĐt for Đustomers and merĐhants loĐated in SĐandinavia. The 
produĐt is Đurrently sold online, enaďling Đustomers to proĐess invoiĐes, eͲvouĐhers and moďile 
phone ďills. The produĐt has ďeen launĐhed in Sweden Norway and Denmark. 

The Flexepin vouĐher teĐhnology will provide Đustomers with a seĐure and Đonvenient way to make 
online purĐhases and/or to load value to their aĐĐounts, reduĐing the threat of online fraud. 
Pay'round͛s proĐess allows the merĐhant to offer a seĐure and simple moďile payment option to 
their Đonsumers. 

Revenue Model 

Novatti will reĐeive a serviĐe fee on every transaĐtion and the revenues will ďe dependent on 
the takeͲup of the serviĐe.

7ransfer%ridge
TransferBridge provides a gloďal network that ĐonneĐts emerging payment platforms, remittanĐe 
operators, finanĐial institutions, retailers, utilities and all types of teleĐommuniĐation operators. 
TransferBridge faĐilitates the international transfer of a range of remittanĐes, moďile reĐharge 
Đredits, ďill payments, vouĐhers, donations and other digital transaĐtions, ďoth on a wholesale and 
retail ďasis. The network eĐosystem has ďeen formulated over the past three years, ĐonneĐting over 
120 Đountries with more than 6ϴ0 teleĐommuniĐation Đompanies and other payment reĐipients.

Change of Strategy
SinĐe our initiation report, Novatti have adũusted their TransferBridge strategy, moving away from a 
self funded gloďal rollͲout, to a foĐused partnership model. This strategy dramatiĐally reduĐes Đapital 
expenditure and results in immediate revenue for the Company. Continual exeĐution of this strategy 
should result in a sustainaďle remittanĐe operation. 

Revenues are ďelow what was first modelled, although there were a numďer of developments 
under the new strategy over the past six months.  These developments inĐlude the formation of 
Monisend and the integration with �apper Marking Limited and ATX. 

7ransfer%ridge � 3DUWQHULQJ 
MoniSend – �imďaďwe Cross Boarder Payment ServiĐe 

In MarĐh 2017, Novatti estaďlished MoniSend (50й owned) to launĐh a gloďal first Đross 
ďorder payment serviĐe Đalled Amagetsi Ekhaya Ͳ Magetsi <umusha (͚Amagetsi͛), whiĐh translates 
to ͚send eleĐtriĐity home͛. 

The platform enaďles online payments for prepaid eleĐtriĐity in �imďaďwe to Đustomers in South 
AfriĐa and aďroad (h<, hS, Europe and Australia). �imďaďwean nationals make up the largest 
population of foreigners from AfriĐan Đountries, of whiĐh 1Ͳ3 million live in South AfriĐa, making it 
the logiĐal initial foĐus. Total remittanĐes sent to �imďaďwe are approximately $1ď per annum. This 
is a sĐalaďle, first to market serviĐe that solves the Đompelling issue of fast and effiĐient remittanĐe 
for the growing eleĐtriĐity Đonsumer ďase in �imďaďwe.

Revenue Model

Novatti aims to provide an effiĐient and Đost effeĐtive solution to a market that is Đonstrained 
outdated solutions with high transaĐtions Đosts (approx 9.5й). Revenues will ďe derived from 
transaĐtion fees (1Ͳ3й), the suĐĐess of whiĐh will ďe ďased on the uptake of the serviĐe and the 
numďer of transaĐtions and their value. 
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Novatti has partnered 
with �apper to integrate 
the TransferBridge 
offering with their 
platform

�apper is a ƋuiĐk and 
easy way for Đonsumers 
to pay for goods and 
serviĐes using their 
moďile phone.

The Novatti Platform 
faĐilitates endͲtoͲend 
eleĐtroniĐ payments 
using moďile phones and 
other affordaďle deviĐes, 
Đreating an aĐĐessiďle 
finanĐial eĐosystem. 

7ransfer%ridge � 3DUWQHULQJ 
Integration with �apper

�apper Marketing Limited (Η�apperΗ) has seleĐted Novatti to enaďle airtime topͲup features on the 
�apper app through Novatti͛s TransferBridge solution. The additional features inĐlude the aďility for 
�apper users to topͲup domestiĐ moďile airtime, and topͲup moďile phone aĐĐounts in other 
Đountries. 

The possiďility exists for future integration of Flexepin, whiĐh will allow �apper users to make 
payment without a linked ďank aĐĐount. This will provide Đonsumers in developing Đountries with 
aĐĐess to online purĐhasing and transfers, partiĐularly in ũurisdiĐtions with low finanĐial aĐĐess.

that is �apper͍

�apper is a ƋuiĐk and easy way for Đonsumers to pay for goods and serviĐes using their moďile 
phone. The serviĐe is appropriate for any physiĐal loĐation or online site, and is Đurrently used in 
15,000 merĐhants aĐross Europe, AfriĐa and North AmeriĐa. Their payment platform offers a 
numďer of advantages over traditional payment methods, inĐluding ďut not limited to, ƋuiĐk and 
seĐure Đashless payment using YR Đodes, merĐhant aĐĐess to CRM analytiĐs through the �apper 
MerĐhant Portal, and aďility for patrons to share offers and deals with oneͲanother through the 
�apper platform.

Revenue Model 

Novatti will reĐeive a usage fee on every transaĐtion and the revenues will ďe dependent on the 
take up of the serviĐe. 

ATX Malaysia

Novatti ĐommenĐed ĐommerĐial operations in Malaysia through its ũoint venture with ATX 
Malaysia Sdn Bhd. The :V provides Malaysian retailers and Đonsumers aĐĐess to a payment 
platform for moďile phone and utility ďills.  It was announĐed in Feďruary that the platform was live 
and ĐonneĐted to 9,000 independent retail agents in Malaysia with strong growth expeĐted to 
Đontinue throughout 2017.  

Revenue Model 

Novatti is paid on a perĐentage of the value of the transaĐtions proĐessed ďy the :V.

TransferBridge Outlook

hnder the new strategy, ĐommerĐial relationships Đontinue to ďe developed for TransferBridge, 
whiĐh are in line with our reformed expeĐtations. During FY1ϴ we antiĐipate revenues from ďoth 
Monisend and �apper to grow from a modest ďase, aĐĐompanied ďy new partnership integration 
opportunities.    

7he 1oYatti 3latforP 
Developed over the past five years, the Novatti Platform is the traditional Đore of Novatti. The 
platform deploys a vast array of moďile and alternative payment solutions and serviĐes to 
teleĐommuniĐations and finanĐial serviĐes Đompanies gloďally. Novatti has a foĐus on enaďling 
finanĐial inĐlusion to Đonsumers in developing nations with minimal aĐĐess to traditional ďank 
aĐĐounts. The Novatti Platform faĐilitates endͲtoͲend eleĐtroniĐ payments using moďile phones and 
other affordaďle deviĐes, Đreating an aĐĐessiďle finanĐial eĐosystem. The innovative teĐhnologies 
enaďles new and Đost effeĐtive payment serviĐes, whiĐh have a great demand in developing 
markets/nations, where internet and moďile penetration is growing dramatiĐally.
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Novatti Đontinued to 
derive ďusiness from its 
proũeĐt with TeleĐom 
Tanǌania

Novatti entered into an 
exĐlusive agreement with 
TransaĐtion Solutions 
International Ltd to 
develop solutions for the 
multiͲďillionͲdollar digital 
payments market in India. 

7he 1oYatti 3latforP continued 

Example of a SaaS Sale 
v hpfront Ͳ $75k
v Install Cost Ͳ $30k
v SaaS fees – $100k per annum
v SaaS Cost Ͳ $20k per annum

Sales

The Novatti Platform Đontinues to win market aĐĐeptanĐe for ďeing a Đontemporary flexiďle roďust 
payments system Đapaďle of deploying payments networks in short time. InĐreased ďusiness 
development led to two maũor upgrades of existing Đlient networks that were delivered in Y3FY17, 
along with an enhanĐed sales funnel for whiĐh management noted their ĐonfidenĐe for further 
sales in the Đoming Ƌuarter(s).

Novatti Đontinued to derive ďusiness from its proũeĐt with TeleĐom Tanǌania, suĐĐessfully passing a 
ĐontraĐtual reƋuirement of the PerformanĐe AĐĐeptanĐe Test. A payment milestone for this of 
approximately hSD400< was reĐeived in the Y3FY17. 

Outlook

It is antiĐipated that the the Novatti Platform division of the ďusiness will deliver 2 enterprise 
sales and 2Ͳ5 SaaS sales per annum. 

7he 1oYatti 3latforP � 3DUWQHULQJ 
India Payments Ͳ TransaĐtion Solutions International Ltd Partnership 

Novatti entered into an exĐlusive agreement with TransaĐtion Solutions International Limited 
(ASX.TSN) to develop solutions for the multiͲďillionͲdollar digital payments market in India. India is 
a highly attraĐtive market as a result of a Đurrent legislative push to transition away from a ͚Đash 
eĐonomy͛ in order to reduĐe Đorruption, inĐrease ďusiness effiĐienĐies and tax overall revenue. 

TSN is a strong partner with a network of 14,000 ATMs and estaďlished relationships with more 
than 35 tierͲone Indian ďanks, inĐluding the Central Bank of India and the State Bank of India. 

The serviĐes offered to the Indian market will inĐlude͗͗ 

v An agent ďased payments and ĐolleĐtions network͖͖

v Bill payment aggregation and a Đash piĐkup remittanĐe network͖͖

v Digital wallets͖ and

v Additional moďile ďanking, ďranĐhless ďanking and Đash ĐolleĐtion solutions.

AĐĐording to a report ďy the Boston Consulting 'roup, it is estimated that total value of payments 
ĐonduĐted via digital instruments in India will reaĐh hS$500 ďillion annually ďy 2020, an inĐrease of 
approximately 10 times over Đurrent levels.  

Revenue Model 

Novatti will reĐeive a mixture of wholesale and revenue share fees and the revenues will ďe 
dependent on sales volumes.

OnͲgoing serviĐe and maintenanĐe ĐontraĐts͖ typiĐally 15–1ϴ.5й of the initial ĐontraĐt value and 
last for five to ten years

1) Large upfront payment (40й)
2) Payment upon delivery (60й)
3) Ongoing serviĐe Θ maintenanĐe feesΎ
4) hpdate fees

Revenue Model 

The Novatti Platform is sold under two models͗ Enterprise Sale or Software as a ServiĐe (SaaS)

Example of an Enterprise Sale
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InYestPent 9ieZ
SinĐe listing in :anuary 2016 Novatti has Đontinued to estaďlish itself at the forefront of the 
payments seĐtor. Management are suĐĐessfully transitioning the Company from its legaĐy model, 
traditional enterprise sales, to a diverse revenue mix inĐluding Software as a ServiĐe (SaaS) and ͚Đlip 
the tiĐket͛ transaĐtion revenues, whiĐh are derived from a variety of sourĐes. The aĐƋuisition of 
ďasis2 is a strong strategiĐ fit for Novatti, as they Đan leverage their key Đapaďilities and networks to 
drive growth in what was a mature ďusiness. Most importantly the aĐƋuisition ďrings strong 
earnings whiĐh underpin Novatti͛s profitaďility during this growth phase. Novatti have demonstrated 
an aďility to identify and seiǌe upĐoming opportunities, namely through the formation of their China 
payment partnerships and faĐilitating ĐryptoĐurrenĐy purĐhases via Flexepin. These intuitive 
endeavors are gaining traĐtion, resulting in solid high margin revenue growth. To drive growth 
further, the Company is utilising a partnering model to integrate their teĐhnologies into a numďer of 
platforms, ƋuiĐkly gaining aĐĐess to markets without exĐessive Đapital outlay. These platforms are in 
their early stages ďut are gaining traĐtion in their respeĐtive markets. It is enĐouraging to see the 
revenue mix transition as these new platforms are highly sĐalaďle, attraĐt high margins and are 
thus positioned to ďe the leading revenue generators for the Company going forward. 

Aďility to adapt Ͳ Like the maũority of teĐh Đompanies listed during the 2014Ͳ16 period, Novatti 
utilised the funds raised from the initial puďliĐ offering to hire more speĐialised staff and divisional 
managers in order to launĐh new produĐts and transform the ďusiness. During their first year of 
listing, the inĐrease in monthly Đash ďurn did not direĐtly eƋuate to Đomparaďle inĐrease revenues 
or growth of ďoth Flexepin and TransferBridge, reƋuiring a ͚pivot͛ to the operation. To Novatti͛s 
Đredit, Management have ďeen highly nimďle, implementing a numďer of strategies to set strong 
foundations in order to drive high margin, transaĐtional revenue growth. Most importantly, Novatti 
have ďeen aďle to suĐĐessfully integrate/implement these strategies whilst reduĐing Đosts 
throughout the ďusiness. 

Formation of the China Business hnit Ͳ Novatti identified a signifiĐant opportunity in faĐilitating 
Chinese payments and merĐhant serviĐes. Novatti estaďlished a ͚China Business hnit͛, 
whiĐh promptly returned three pivotal partnerships with RoyalPay, epay and Latipay. Novatti is 
now positioned at the forefront of the market, faĐilitating a ďroad range of Chinese faĐing 
payments/transaĐtions. The opportunity for Novatti is signifiĐant, with total transaĐtions 
valued at approximately $ϴ7ďn per annum. This figure is made up of, retail spending ďy 
Chinese visitors ($9.5ďn), Online eͲĐommerĐe payments from Chinese Đonsumers within China 
($50ďn) and BusinessͲtoͲBusiness trade payments and direĐt invoiĐing for Australian 
exporters ($27.3ďn). Novatti͛s partnerships faĐilitate the use of all maũor Chinese payment 
methods, teChat, Alipay and all maũor ďanks providing Đheaper, faster and safer solutions 
for all parties involved in the transaĐtion. 
RoyalPay is gaining strong traĐtion in the Australian market, with annualised revenues reaĐhing 
$150m, growing at 20й per month, returning approx $150k to Novatti. te antiĐipate revenues 
from these partnerships to inĐrementally grow, Ƌuarter on Ƌuarter, potentially forming a 
signifiĐant portion of Novatti͛s diverse revenue mix.  

Flexepin – CryptoĐurrenĐies Ͳ Flexepin is experienĐing 100й Ƌuarter on Ƌuarter growth, alďeit from 
a modest ďase, highlighting the traĐtion of the produĐt offering. The growth Đan ďe attriďuted 
to a widespread integration with ĐryptoĐurrenĐy exĐhanges in Canada, faĐilitating the exĐhange 
of a Flexepin vouĐher for a desired ĐryptoĐurrenĐy (BitĐoin, Ethereum, Ripple etĐ.). Flexepin is a 
truly innovative produĐt in a seĐtor that is experienĐing astounding growth and attention 
gloďally. te antiĐipate that revenues will Đontinue to grow organiĐally as the Flexepin offering is 
rolledͲout further aĐross Canada and additional ũurisdiĐtions (h<, Europe Θ Australia). 

Management are 
suĐĐessfully transitioning 
to a diverse revenue mix 
inĐluding Software as a 
ServiĐe (SaaS) and ͚Đlip 
the tiĐket͛ transaĐtion 
revenues

Management have ďeen  
nimďle, implementing a 
numďer of strategies to 
set strong foundations in 
order to drive high 
margin, transaĐtional 
revenue growth.

Novatti is now positioned 
at the forefront of the 
market, faĐilitating a 
ďroad range of Chinese 
faĐing payments/
transaĐtions. 

Flexepin is experienĐing 
100й Ƌuarter on Ƌuarter 
growth, fuelled ďy 
ĐryptoĐurrenĐies suĐh as 
BitĐoin
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InYestPent 9ieZ Fontinued 

AĐƋuisition Ͳ ďasis2 Ͳ Novatti͛s most reĐent initiative was the aĐƋuisition of ďasis2, a profitaďle, 
advanĐed ďilling platform that has serviĐed the utilities industry for over 10 years. The aĐƋuisition of 
ďasis2 inũeĐts approximately A$1.7m revenue and A$1.1m EBITDA into the PΘL,  transitioning Novatti 
to profitaďility. Our modeling suggests that Novatti (exĐluding ďasis2) will ďe approaĐhing ďreak even 
during Y3FY201ϴ, therefore the ďasis2 revenue provides a strong, positive EBITDA foundation to 
ďuild upon and makes Novatti profitaďle on a Đashflow ďasis from Y1FY1ϴ. 

It has ďeen noted that ďasis2 has not ďeen geared for growth with previous management foĐussed 
on serviĐing existing Đlients. Novatti͛s Management have identified a numďer of growth 
opportunities, predominantly the distriďution throughout Đurrent networks in emerging markets 
suĐh as AfriĐa and the Middle East.     

Partnership model Ͳ As mentioned aďove, Novatti have implemented a numďer of strategies 
to inĐrease transaĐtion revenues for a modest Đapital outlay. This has ďeen aĐhieved 
through a partnering model, whiĐh leverages the parties͛ strengths in order to estaďlish a 
payment/ďilling platform whiĐh generates ͚Đlip the tiĐket͛ revenues that grow exponentially at high 
margins. Novatti has integrated their teĐhnology with a variety partners aĐross numďer of 
ũurisdiĐtions. te now expeĐt the modest Đapital outlay for these integrations to pay dividends 
over the Đoming years as these serviĐes gain traĐtion in their respeĐtive markets. 

te aĐknowledge that some of these produĐts will ďe more suĐĐessful than others, ďut it is the 
diverse revenue mix that Novatti is estaďlishing that forms an attraĐtive value proposition. 

Summary Ͳ Novatti͛s Đore teĐhnology platforms are roďust and have ďeen validated ďy a 
variety of ďlueͲĐhip Đustomers and partnerships. The Company is approaĐhing an inflexion 
point as the transaĐtional revenue divisions Đontinue to grow exponentially, dropping high 
margin revenues straight to the ďottom line, transitioning the Company into profitaďility. te 
ďelieve Novatti is undervalued vs. its peers, and thus maintain a BhY reĐommendation and 
share priĐe target of $0.275 per share with this share priĐe target ďeing the Đomprised 
of the DCF valuation ($0.2ϴ) and a per share valuation ďased on peer group revenue 
multiple ($0.27).

The aĐƋuisition of ďasis2 
inũeĐts approximately 
$1.7m revenue and 
$1.1m EBITDA into the 
PΘL, transitioning Novatti 
to profitaďility

Novatti has integrated 
their teĐhnology with a 
variety partners aĐross 
numďer of ũurisdiĐtions.

te maintain a BhY 
reĐommendation and 
share priĐe target of 
$0.275
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•  Enterprise ĐontraĐts range from $0.5m – $1m and we have assumed an average value per ĐontraĐt of $0.6m

•  Enterprise Sale ServiĐes and maintenanĐe fees are said to range from 15Ͳ1ϴй p.a. and we assumed 16.5й ďeing the
midpoint of this range

• ContraĐts typiĐally range from 5Ͳ10 years and we have assumed average length is 7.5 years

•  te understand the Đompany is targeting two additional enterprise ĐontraĐts per year and feel this is aĐhievaďle given
the estaďlished nature of the Đompany.

• Additional Enterprise ĐontraĐts are Đumulative (for the period of their ĐontraĐt)

• te assume a growth level of 7.5й for Enterprise Sales

• CPI at 2.5й (average CPI for next 10 years)

• All dollars are stated in AhD – the Đompany Đonverts and reports dollar value of ĐontaĐt wins in AhD

• SaaS ĐontraĐt wins are assumed to have an upfront revenue of $50,000 ďased on historiĐal numďers

•  te assume reĐurring SaaS fees of $100,000 per ĐontraĐt as the SaaS Đomponent is results in a higher monthly
ongoing fee (as the upfront is smaller)

• te assume ĐontraĐt length is an average 7.5 years

•  The Company is targeting 5 additional Đumulative SaaS ĐontraĐt wins p.a. and we ďelieve this is aĐhievaďle given
previous traĐk reĐord and pipeline

• te have faĐtored in a SaaS yearly priĐe inĐrease of 3й in line with industry standard

Flexepin

•  te have assumed five geographiĐ areas that NOV is targeting/launĐhing into͗ Australia, Canada, h<, Europe and Rest of
torld / Online

•  TransaĐtion Fees will range from 0.5Ͳ3й and so we have assumed a 1й fee for Australia, 2.5й fee for Canada, 2й for h<,
Europe and Rot

•  From year two we assume a growth rate of 25й Ͳ it is hard to gauge growth over the initial two years ďut growth of
Flexepin thus far MoM has ďeen >25й

TransferBridge

• te assume a 1.5й net remittanĐe fee to Novatti

• te assume a strong uptake of the Đurrent platforms (Monisend, �apper Θ ATX) in FY1ϴ

• TransaĐtion growth of 50й over the next 4 years

• 'rowth to ďe sustained ďy uptake of the platforms and the addition of new partnerships/platforms

Valuation Methodology & Assumptions

te have used eƋual weighting of DCF and peer group revenue multiple to determine Novatti͛s valuation. te note the 
inherent foreĐast risk surrounding the timing and Ƌuantum of transaĐtion revenues ďut the initial revenue 
and uptake has provided a degree of validation. 

As Novatti͛s ďusiness is made up of five different silos that Đomplement eaĐh other, we have valued assessed revenues from 
eaĐh of these divisions and disĐounted them aĐĐordingly.

Novatti Platform
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'eneƌĂl

• teighted Average Cost of Capital (tACC) used was 13.6й

• Tax Rate of 30й

• Staff growth of 5й

Valuation Methodology & Assumptions continued

China Payments / Trusted Party ServiĐes

  ZŽǇĂlWĂǇ

v te have assumed a 0.1й fee on RoyalPayΖs transaĐtion throughput
v te assume the Đurrent growth (20й per month) will Đontinue until Y2/Y3FY201ϴ ďefore tapering off
v Assumed growth going forward Ͳ FY19 Θ FY20 Ͳ 40й, FY21 Ͳ 20й, FY22 н5й

eWĂǇ
v TransaĐtion fee assumed to ďe ďetween 0.2й Ͳ 0.5й Ͳ Midpoint с 0.35й

v TransaĐtion volume per terminal assumed to ďe $3,000

v Total numďer of terminals с 23,000

v te assume a rollͲout to the most appliĐaďle 20й over FY1ϴ Θ FY19

v Terminal growth ďeyond FY19 assumed to ďe 5й

>ĂƚiWĂǇ

v TransaĐtion fee assumed to ďe ďetween 0.2й Ͳ 0.5й Ͳ Midpoint с 0.35й

v TransaĐtion volume per Đustomer assumed to ďe 10,000 per month, growing at CPI (2.5й)

v Strong Đlient uptake assumed over the first three years Ͳ 100й growth per annum, reaĐhing 600 Đlients on the
platform ďy FY20.

v OnĐe market is saturated a Đonservative growth rate of 5й is assumed

ďĂƐiƐϮ

v Customer growth rate assumed to ďe 0.5 per annum

v Customer assumed to generate $0.5m per annum, reĐurring revenue

v EBITDA margin assumed to ďe maintained at 65й

Trusted Party ServiĐes Ͳ ComplianĐe ServiĐes

v Monthly Fees Charged per Đustomer Ͳ $3,000 Ͳ $6,000 Ͳ Assumed Midpoint Ͳ $4,500
v Customers aĐƋuisition Ͳ  2Ͳ3 per annum Ͳ assumed midpoint Ͳ 2.5
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Comparison Companies

Major Shareholders
Investor Holding % IC

1 BRAYTER LIMITED 46,631,507 42.45%

2 12,918,750 11.96

3

BNP PARIBAS NOMINEES PTY LTD 2,002,273 1.82%4

1,961,ϴ76 1.79%5

1,440,090 
1.65%6

1,171,875

1.31%7  SQUITCHY LANE HOLDINGS PTY LTD 
1,812,500

1.07%8

GOLDFIRE ENTERPRISES PTY LTD 937,500 0.85%9

:ASPER ShPERANNhATION PTY LTD ϴ75,000 0.ϴ0%10

 CORANGAMITE PTY LTD 11,107,904 10.11%

FiŐƵƌe�ϲ�Ͳ�Weeƌ��ŽŵpĂƌiƐŽnƐ�
^ŽƵƌĐe�Ͳ�/Z�^^�ϭϴ�:ƵlǇ�ϮϬϭϳ

CHI tAI <ENNETH LAI

HALF FhLL PTY LTD

 PACIFIC NOMINEES LIMITED

MOSCH PTY LTD
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Paul Burton  NonͲExeĐutive DireĐtor 

Paul Burton has over 14 years of leadership experienĐe in the 
payments industry and was the CEO of DataĐash 'roup PlĐ, a 
payments gateway Đompany ďought ďy MasterĐard. DataĐash had a 
signifiĐant presenĐe in AfriĐa and Paul steered the Đompany͛s 
expansion in that market.   

Paul, a Ƌualified Đhartered aĐĐountant, entered the payments 
industry in 2001 when he ũoined ProĐͲCyďer ServiĐes as a FinanĐial 
Controller, whiĐh was later aĐƋuired ďy DataĐash. He was the CEO of 
DataĐash in 2012 when he left to offer management Đonsulting serviĐes 
to a numďer of gloďal payment proĐessing Đompanies.

Paul holds a BaĐhelor of CommerĐe from Rhodes hniversity and 
Honours BaĐhelor of aĐĐounting sĐienĐe from hniversity of South AfriĐa. 
Paul is a Đurrent memďer of the Chartered AĐĐountant of South AfriĐa. 

<enneth Lai  NonͲExeĐutive DireĐtor

<enneth Lai is a suďstantial shareholder in Novatti through the 
Company͛s initial puďliĐ offer and is Đurrently the MD of Hong <ongͲ
ďased investment firm Prestige Team Limited, whiĐh has interests in 
payment proĐessing, real estate, digital marketing and information 
teĐhnology support serviĐes. <enneth has a wide range of investment 
and ďusiness experienĐe in Asia through his ďusiness pursuits and is well 
plaĐed to help Novatti expand within this region. 

<enneth holds a BaĐhelor of SĐienĐe (BSĐ) degree maũoring in 
Computer SĐienĐe from the hniversity of AuĐkland, New �ealand.

Steven Stamďoultgis  Chief FinanĐial OffiĐer 

Steven Stamďoultgis has more than 25 years finanĐe experienĐe, having 
worked with Đompanies inĐluding Foster͛s Brewing 'roup, Pauls Milk 
and Parmalat Australia. 

As Chief FinanĐial OffiĐer at ASXͲlisted Praemium Limited, Steven 
was responsiďle for the Đompany͛s finanĐial reporting reƋuirements 
and was a memďer of the team that assisted the Đompany list on the 
ASX. 

ReĐently, Steven was Chief FinanĐial OffiĐer and Company 
SeĐretary for ASXͲlisted hrďanise.Đom Ltd. 

Steven holds a ďaĐhelor͛s degree in aĐĐounting, a master͛s degree 
in ĐommerĐial law and is a Đertified praĐtising aĐĐountant. 

Alan Munday Ͳ Chief Operating OffiĐer

Alan Munday has 25 years͛ experienĐe as a direĐtor, exeĐutive, and 
management Đonsultant inĐluding with <PM', Senetas (ASX͗ SEN), 
'ranite Investment 'roup, Total Tel International (TTI) and other 
Đompanies. Alan has ďeen assoĐiated with Novatti and its predeĐessors 
from 2002 inĐluding a period in the role of managing international 
partner Đhannels and sales.

Alan has Đonsideraďle experienĐe in estaďlishing and developing early 
stage Đompanies and helping develop and exeĐute new ďusiness 
strategies. He is reĐognised for providing innovative and insightful 
solutions to ensure Đlients aĐhieved their ďusiness oďũeĐtives. Alan 
entered the ďusiness seĐtor following 15 years͛ serviĐe in the Australian 
Army, inĐluding 2 years in the hS Army HY tashington as part of an IT 
systems and network ĐommuniĐations proũeĐt.

Board and Management
Peter Cook  Managing DireĐtor and Chief ExeĐutive OffiĐer  

Peter Cook has 25 years͛ experienĐe as a direĐtor and exeĐutive with 
Đompanies inĐluding Coopers Θ Lyďrand (now PtC), CatsĐo Pty Ltd and 
AdvanĐed Network Management Pty Ltd (Telstra ũoint venture Đompany) 
and many start up teĐhnology Đompanies. 

Peter͛s Đareer has ďeen largely ďased on founding and leading 
multiple teleĐommuniĐations and payments Đompanies. hnidial Pty 
Ltd, Total Tel Limited, Long DistanĐe DireĐt Pty Ltd, EleĐtroniĐ ReĐharge 
Pty Ltd, Eǌipin Australia Pty Ltd and Eǌipin Canada InĐ are suĐh 
examples and all with suĐĐessful exits to private and puďliĐ 
Đompanies. Peter was a NonͲExeĐutive DireĐtor and Deputy Chairman 
of ASXͲlisted Senetas Corporation Limited from :une 1999 to :anuary 
2006. 

Peter is a graduate of the Royal Military College, Duntroon, and has 
Đompleted a BSĐ (hNSt), a 'rad Dip Computing (Canďerra) and the 
'raduate Diploma in SeĐurities Đourse from the then SeĐurities 
Institute of Australia. Peter is a 'raduate Memďer of the Australian 
Institute of Company DireĐtors.

Peter PawlowitsĐh  NonͲExeĐutive Chairman 
Peter PawlowitsĐh is an aĐĐountant ďy profession with extensive 
experienĐe as a direĐtor and offiĐer of ASXͲlisted entities. He ďrings 
to the team experienĐe in operational management, ďusiness 
administration and proũeĐt evaluation in the IT, hospitality and mining 
seĐtors during the last 15 years. 

Peter is Chairman of Duďďer Corporation Limited, and a NonͲ
ExeĐutive direĐtor of Ventnor ResourĐes Ltd) and <nosys Limited,  all 
ASXͲlisted Đompanies. 

Peter holds a BaĐhelor of CommerĐe from the hniversity of 
testern Australia, is a Đurrent memďer of the Certified PraĐtising 
AĐĐountants of Australia and also holds a Masters of Business 
Administration from Curtin hniversity. 

Brandon Munro  NonͲExeĐutive DireĐtor 

Brandon Munro is a Đorporate lawyer ďy profession with exeĐutive 
experienĐe in the private eƋuity, mining, infrastruĐture and IT 
seĐtors. Brandon ďrings regulatory, governanĐe, mergers and 
aĐƋuisitions and Đapital markets knowledge to the team as well as his 
own experienĐe ĐoͲfounding startͲups in the IT and exploration seĐtors. 
He ĐommenĐed his Đareer as a lawyer working for 7 years at 
premier Australian ĐommerĐial law firms, following whiĐh he held 
exeĐutive management and direĐtor positions in the resourĐes and 
infrastruĐture seĐtors, inĐluding in the private eƋuity and funds 
management industry. 

Brandon is Đurrently the Managing DireĐtor of ASXͲlisted 
Bannerman ResourĐes Ltd and a NonͲExeĐutive DireĐtor of ASXͲlisted 
Rewardle Holdings Ltd. 

Brandon has degrees in EĐonomiĐs and Law from the hniversity of 
testern Australia and postgraduate ƋualifiĐations in Applied FinanĐe 
and Investment from the SeĐurities Institute of Australia (now Finsia). 
He is a Fellow of Finsia and a 'raduate Memďer of the Australian 
Institute of Company DireĐtors.
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Financial Summary
NOVATTI GROUP LTD
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Key Risks
Regulatory and licensing risk 
Novatti operates in a complex regulatory environment across a 
variety of jurisdictions, which have varying degrees of regulations. 
Material changes in regulation in a particular jurisdiction may 
have an effect on the Company’s operations. A failure to properly 
understand or comply with such regulations or the conditions 
of licences issued under those regulations may also negatively 
impact on the Group’s business.

Delivery of current products and services 
The ability of the company to continue to deliver its current 
products and services to new and existing customers, whilst 
commercialising new technologies and attaining new markets  
and customers.

Management of growth 
There is a potential risk that the Company may not be able to 
manage rapid growth of the business, namely the Flexepin and 
TransferBridge divisions, which have enormous markets. If the 
Company cannot properly implement and manage this growth, it 
may affect financial performance.

TransferBridge and Flexepin have a limited operating history
TransferBridge and Flexepin limited operating history, which 
presents a risk as there is no assurance that they will achieve 
commercial viability through sufficient growth of transaction 
volume and network extensions. 

Competition 
Financial payment technology faces stiff competition from similar 
products, some of which are offered by well-established and 
financially-strong players with access to much greater resources. 
This could adversely impact the company’s ability to garner 
favourable deals in both defense and civilian markets.

Sovereign Risk – Foreign Corruption and Bribery 
The Group and its Channel Partners operate in many overseas 
countries and in particular in many emerging markets. It is possible 
that a staff member or representative of the Group fails to adhere 
to relevant legislation from Australia and other countries in relation 
to acts of corruption and bribery and places the Group in an 
adverse legal position. Such an event could lead to reputational 
damage, contract termination or renegotiation, direct costs and 
loss of revenue to the Group.

Disclaimer and Disclosure
Important Disclaimer:
This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Baker Young 
Stockbrokers Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons 
in the specified countries. 

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific 
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), the investment adviser who has provided you with this report should 
be made aware of your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Baker Young Stockbrokers Limited has not verified independently the information 
contained in the document and Baker Young Stockbrokers Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, 
that the information contained in this document is complete or accurate. Nor does Baker Young Stockbrokers Limited accept any responsibility for updating any advice, views 
opinions, or recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued. Except 
insofar as liability under any statute cannot be excluded. Baker Young Stockbrokers Limited and its directors, employees and consultants do not accept any liability (whether 
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or 
otherwise) suffered by the recipient of this document or any other person.

Disclosure of interest:
Baker Young Stockbrokers Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, 
underwriting and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time 
hold interests in the securities referred to in this document.

DISCLOSURE: Baker Young Stockbrokers acted as Lead Manager IPO in December 2015 and received fees for that service. 

ANALYST CERTIFICATION: Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security 
or issuer that the analyst covered in this report: all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in 
an independent manner.


