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I. Payment
Processing Overview
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History of the Payment Processing Industry

<

Paper Era: Pre-1960s

Plastic Era: 1960s-1990s

Acount Era: 1990s — 2020s

Dewupled Era: 2020s

Transactions

Cash, checks, and wire transfers

Cash, checks, wire transfers, and
physicl cards

Instant transfers, A2A, and virtual
crds

Interoperable and open,
platform, and decentralized

Source of
Economic
Differentiation

Balances and deposits

Transaction fees

Relationship and transfer fees

Convenience, security, and low
fraud inddence

Distribution
Channels

Physical bank branches

Physical and ATMs

Physical, ATMs, online, mobile,
and digital wallets

Physial, ATMs, online, mobile,
embedded, and metaverse

Technology

Source: McKinsey & Company

Telegram

Automated dearing house (ACH)

Appliaations and instant
payments

Platform as a service (PaaS),
tokenization, generative Al, and
open / API banking



Financial Technology for Ventures Breakdown

Enterprise FinTech

Finandal Technology

e

Real Estate Lending
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Source: Pitchbook Data
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Customer Transaction Flowchart

Customer Bank

Customer bank issues debit /
credit cards

Customer
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Customer leaves

- AR

Customer uses debit / credit

card

Merchant

The customet’s card is
approved / rejected, and the

transaction is complete.
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ooo
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processor and/or an e-

commerce payment gateway.

Metrchants have a POS system
that connects to the payment

Payment Processors

Payment processor link in-
person merchants and/or

VISA AMERICAN
payment gateways to credit \

EXPRESS
networks.

Payment Networks

i

I @ obiscovr
Payment gateways provide e-

Payment networkslink
commerce solutions during

payment processots to
customer bank account

information.

the transaction process and

connect to the processor.

Strategic Integration Point

stripe P

PayPal
« adyen

bitpay

(=) square

The payment processor will
relay the information to the
merchant POS system.

Payment Networks

Customer Bank

VISA Ao o
4—
@ piscovir
_

The payment network will
accept / deny the transaction

The customer bank will give
A . the customer account details
based on information from

to the payment network.
the customer bank. pay



Macroeconomic Drivers of Payment Processing

Ewnomic Growth, Consumer Spending, &

Velodty of Money

Inflation / Interest Rates

Globalization

» When there are petiods of economic
growth, consumer spending will spike, and
the velodty of money will increase. With
the increase of payment volume, there will
be more fees for payment processors to
ollect. Consumer spendinghas been
positive, but slowly growing in 2023.

» The airrent inflationaty environment is

cusing the federal reserve to act hawkish
and raise interest rates. When interest rates
rise, the velodty of money decreases and
consumers becoome more cautious. With
inflation slowly subsiding, interest rates are
expected to drop in 2024.

5]

» As the wotld emnomy is becoming more

connected, the flow of fundsis starting to
aoss boatders all over the wotld, unlocking
a new total addressable market. Payment
processors will need to start looking for
opportunities abroad.

A



SWOT Analysis of Payment Processing

Internal

External

Strengths

Helpful

Economies of Scale: following the initial startup expenditures
and overcoming entry barriers, payment proaessors possess
enhanced apabilities for scaling their products compared to other
industties.

Innovation: payment processing companies are known for their
innovative approaches and integrating artifidal intelligence (AI) to
enhance the payment processes.

Speed, Efficiency, and Cost-Effective Solutions: payment
processors provide quicker and more effident transactions with
lower fees in compatison to conventional banking methods.
Accessibility: users can access payment services easily through
digital platforms, making finandal transactions more convenient.

Harm ful

Weaknesses

Reliance on Card Networks: in every payment processing transaction,
payment networks play a pivotal role. Payment processors are vulnerable to
fees imposed by these networks.

Consumer Trust Concerns: any breach or perceived lack of trust with
sensitive materials can have a detrimental impact.

Inadequate User Education: insuffident efforts to educte users on high-
tech features and user interfaces.

Data Analytics: payment processing companies leverage data
analytics to understand user behavior, enabling them to offer
personalized and targeted solutions.

Strategic Partnerships and Vertical Integration: processors
often collaborate with other companies and form ecosystems,
providing users with a comprehensive suite of finandal services
beyond just payment processing.

Global Reach: many payment companies fadlitate aoss-border
transactions, providing users with the ability to make payments
internationally.

Blockchain and Cryptocurrency Integration: payment
processing companies explore the use of blodkchain technology
and ayptoaurrendes, offering decentralized and secure payment
options.

Cybersecurity Vulnerabilities: payment systems may be susceptible to
gber threats, hacking attempts,and data breaches.

Regulatory Compliance Challenges: the rapidly evolving regulatory
landsape an pose challenges for payment processots to stay compliant
with various finandal regulations.

Chargeback and Credit Fraud Risk: the esalating risk of chargebadks
and fraud is compelling payment processors to invest substantial capital
expenditures (CapEx) in combating these breaches.



Payment Processing Industry Porter’s Five Forces
Model

Barriers to Entry:

Rivalry f&mong Existing Hligh initial capital

Competitors: requirements in technology, compliance,
High: Several major players are intensely and anti-money laundering laws make it
competing to gain acompetitive difficult for new companies to enter the

advantage. Companies are striving to
integrate new technologies and expand

space. Smaller companies are usually
acquired before becoming large enough
to compete with the large players in the
industry.

their offerings to stay at the forefront of
the industry.

Bargaining Power of
Buyers:

High: Buyers, including merchants
and consumers, have greatamounts
of bargaining power with payment

While there are various
payment processors, the technologies
and IP of each company differentiate

themselves. If their technology gets processors. Currently, payment
phased out, they could be substituted processors are battling for market
fora productatanother company. share, giving merchants the ability to

switch between payment processors.

Low: Payment processors have multiple options and
can switch suppliers relatively easily. However, the
dependenceon certain technologies or security
measures can give suppliers some leverage.



A

II. Ditferentiating
Factors Between
Payment Processing
Companies




Intellectual Property within Payment Processing A

Fraud Detection . . . .
Aloorith Patented algorithms for detecting and preventing patterns of fraudulent transactions.
Algorithms

Tokenization Processots develop unique tokenization methods to secute sensitive payment data. Tokenization involves
Processes repladng cardholder information with enaypted data to reduce the risk of data breaches.

Biometric . . . . . .
P Patents cover innovations related to biometric authentication methods for authorizing payments, such as
ayment : oS g oS ; 55 S
) S fingerprint recognition, fadal recognition, or voice recognition.
Authentication

Payment Data Intellectual property involves proprietaty methods for analyzing payment data to develop insights into
Analytics austomer behavior, market trends, cash flow analysis, and other important metrics.

Payment User . . . . S q
’ Patents cover unique and user-friendly interfaces for payment processing applications and data analysis.

Interface Design
2
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Key Ditferentiating Factors Between Payment LN
Processing Companies

Functionality and

Integration of SaaS

Offerings with the
“CFO Stad”

Data Analysis
Capabilities and
User-Friendly
Interfaces

Cross-Border
Payment Services
and Crypto
Offerings

E-Commerce
solutions and

aedit gateways

Range of payment

methods

Support

Payment processors who offer technologies that automate AP/AR, inventory, payroll, and other types of
management systems will gain a competitive advantage over peers.

Processors with user interfaces and other produc offerings will be able to seamlessly integrate the automated
systems to generate easy to use repofts to give merchants up to date business metrics.

Enhanced cross-border payment capabilities can increase payment volumes and capabilities globally to
increase significant TAM.

Payment gateways allow for companies to process e-commerce transactions from aistomers.

Methods indude POS systems, mobile payments, prepaid cards, e-checks, invoices, QR codes, online
payments, ACH payments, wire transfers, etc.

Availability of support for network crashes and other problems that may arise.

12



ITI. M&A Trends in
Payment Processing




Expanding into the “CFO Stack”

fal

Data Analytics

» Integration of a payment processor and AP automation system ensutes
the seamless flow of AP/AR to give a more holistic view of the finandal
health of a company.

» Companies who make data driven dedsions will expetience increased
effidency and more effective dedsion making.

» The enhancement of reporting processes leads to the creation of detailed,
analytical reports to help companies make data-driven dedsions.

» Data aan be filtered by ategoty, supplier, time-petiod, and geographic
loation to give them an edge against their competitors in this rivalrous
environment.

Virtual Card Overview

» Virtual Cards are effident, secure, and will increase the volume of B2B
transactions.

» These caards have become very popular and are expected to grow at a
CAGR of 29% due to seamless integration with AP automation systems.

» ACH debit acounted for 34% of payment fraud in 2020, while virtual
crds acounted for a mere 3%.

» B2B should wnsider incotporating virtual cards into their daily operations
to decrease fraud, improve vendor relationships, and provide more insight
into companywide spending.

Statistics about AP Automation and B2B Payments

47%
of CEOs Say
Effidency Drives their

59%

of Companies Say

82%
of Small and Medium Sized

They Have Fewer Businesses (SMBs) are

Dedsion Making Errors with Changing How They
Automated AP Process and Receive B2B
Payments

29%
CAGR Growth of Global
Virtual Cards Payments
Between 2021 and 2026

71%
of All Global B2B
Payments Will Be
Done With Virtual
Catrds by 2026

$6.8T

in Global Virtual Card
Payments is Expected
in 2026

Growth in Global Virtual Card Payments

IR T sesT

2021 2026

14



Payment Processing M&A Transactions with “CFO 2‘
Stack™ Integration

Acquisition

Date Deal Size Summary

Global Payments strategically acquired EVO to
penetrate into the B2B payments market, significantly
. . increasing their TAM potential. The acquisition also
Mar-23 Evo gIObalpaymentS $4,000MM opened the door to enter the AP/AR automation
space and offer virtual card solutions for businesses.
Additionally, Evo is the leading payment integration
provider for Microsoft Dynamics.

Fleetoor strategically acquired Accrulify to expand into
the AP automation software space. This acquisition is
expected to inaease demand and revenue per
. . . The comprehensive, doud-based Acculify
Aug-22 S 140.7MM customer P . )
us C Occrughfy \ F L E E T C O R $140.7 software platform provides middle market companies
full end-to-end procurement and invoice process

automation as well as payments exeaution.

Brex Acquired Pry to expand its software capabilities
for founders. Pry is a finandal planning platform that

/ P essentially replaces Excel for founders, helping them

i plan and manage budgets, create hiring plans, and

Mar-22 N r‘l m Brex SOOMM build finandal models. Much like AP/AR automation,
Brex acts as the payment processor and Pry acts as the

software plug-in that integrates into many types of
acoounting and payroll software.

15



Globalizing the Payment Processing Industry X

Expanding TAM Potential Trends in Global Payment Revenues

> As the global payment processing industty grows, payment processing > T}?e'world is moving away from mjsh and towards caredit processing,
companies are looking to engage in M&A activity to expand their TAM driving revenue from fees for aedit processors.

potential and reach into new markets. » Global Payments tevenue is expected to grow at a CAGR of 7% between

» T71% of the total addressable payment processing matket is outside of 2022 - 2027.
North America, fordng companies to look outward. »  Asia-Padfic 8% CAGR

® North America: 6% CAGR

* FEurope, Middle East, and Africa: 6% CAGR

= Latin America: 11% CAGR

Percent of POS Transactions Paid with Cash Global Payments Revenue 2017 —2027E

e 2
9/ _--" -
CPSGR.' 6.5 0”_,,— $3.2T
-7 $0.3
-7 $2.2T $0.5
$1.8T $2.0T $0.2
$0.1 $0.1 $0.4 $0.8
$0.5 $0.5 $0.6
$1.5
$1.0 $1.0
2021 2026 2017A 2020A 2021A 2022A 2027E
Latin Ametrica Europe, Middle East, and Africa
North America B Asia-Pacific

16



Payment Processing M&A Transactions with A
Globalization Strategy

Acquisition

Deal Size Summar
Date -

As mentioned before, there was a strategic element and
globalization element to this transaction. Global
payments also wanted to expand their global footprint
Mar-23 Ev() globalpayments $4,000MM into Poland, Germany, Chile, and Greeae while also
expanding their aurrent presence in the United States,
Canada, Mexico, Spain, Ireland and the United
Kingdom.

Opn acquired MerchantE to expand into the U.S.
payment processing market. Opn has been offering
services mainly in Southeast Asian countries such as

- . Singapore and Thailand. With the acquisition, Opn’s
Nov-22 M - R C HANT - l@l O p n $375MM global footprint now spans seven oountries, induding
the U.S,, thelargest growing market for embedded
finance solutions, which is expected to more than
double to over US$50 billion by 2026, significantly
increasing TAM potential.

17



Expanding into Crypto and New Industry Verticals X

Cryptocurrency Market Size of Crypto Payments within Payment Gateways

» Cryptoaurrency is an alternative payment method that does not operate in

the same capadty as traditional payment processors. e 4
gl -7
» Acoss the globe, ayptoautrency is a major player in some countties since R - -7 $4.1B
it acts as a decentralized cutrencey which provides benefidal in a situation o> Pt
where paper currency in countries is highly volatile or where there is low -
trust in government. _-=7
» In the event where traditional payment procaessing methods are not $1.2B
suitable for a particular country, payment processors mustexplore the
option of adopting and setting up the infrastructure for their merchants to -
accept ayptoaurrendes domestically and abroad.
2022 2029
Shifts in Worldwide Crypto Adoption
Indonesia
o Nigeria South Korea Nigeria
Mexico ~ 11% Switzerland 9
28% 20% 47%
12% 21%
Saudi South
Arabia Africa
14% 22%
Turkey
20% Saudi Turkey
Peru Arabia 47%
15% 23%
Brazil Argentina
South 18% 26%
Africa Indonesia
16% , 29%
Argentina Colombia India Brazil
16% 18% 27% 28%

18



Payment Processing M&A Transactions with New 2‘
Vertical Strategy

Acquisition
““
Date

Shift4 Payments acquired the Giving Blodk with the
goal of increasing payment volumesin the aypto
. space. Due to the Giving Blodk spedalizing in aypto
Shlft4 $106.9MM donations to over 1,300 nonprofits, they have the
expertise and infrastructure to acept aypto payments.

w2 ®GlingBlock &y

ASHIFT4 COMPANY

PAYMENTS

By the two companies joining, Shift4 immediately can
bring aypto offerings to their 200,000+ merchants.

19
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Strategic M&A Activity within Payment Processing X

Acquisiti S f
cquisition Deal Size Reason for Acquisition “’““?a,’Y °
Date Acquisition
WEX’s wants to expand its product suite by areating cross-selling Exoansion into ne
Nov.23 ﬁayzer w ey $250MM opporttunities by providinga new, scalable SaaS solution forits ZP ) bini “é S
oV approximately 150,000 small business customers. Payzet's top-tier 5 dors, oomt Elﬁtgl aa
service offeringis at the convergence of SaaS and payments. and paymentabiities
Global Payments wanted to expand its footprint to Poland,
. Germany, Chile, and Greece and enhance its scale in existing Global Expansion /
Mar-23 Evr) g'lobalpayments $4,000MM  markets,induding the United States, Canada, Mexico, Spain, Integration with “CFO
Ireland and the United Kingdom. Italso allowed forthem to enter ~ Stack.”
into the AP automationspace.
Paya amplifies Nuvei’s existing growth strategy and expands its Expansion into ne
Feb.23 paya nuvei $1.300MM reach into new underpenetrated and non-cgydical verticals where );P di W
o ’ Nuvei’s proprietary technology is well positioned to accelerate sectors avtn increase
aistomer growth. paymentvolume
Nov.22 M:_RCHANT :_ {@\ Opn $375MM ]Szlca;;riese company, OPN, wanted to enter U.S. online payment Global Expansion
) ; Fleetcor wanted to expand into workflow and process automation ~ Expansion and
Aug-22 C OCCI’UOhfy W FLEETCOR" $140.7MM  software that AP departments arelooking for, leading to an integration with “CFO
increase in demand and revenue per dient. stack”
P Brex wanted to expand its software capabilities for founders. Pryis Expansion and
finandal planning platform that essentially replaces Excel for
] A ry ﬂ B a planning p yrep - R
Mar-22 rex $0MM founders, helping them plan and manage budgets, create hiring 1rt1t§§’1:atlon with *CFO
plans, build finandal models, predict cash runway, and more. sta
Shift4’s wanted to increase payment volumeand expand into the Expansion into new
@ . v, . pay P P
Feb-22 GiVing Block S ) PSAbeEi $106.9MM  aypto and nonprofit sectors. More than 200,000+ of their sectors and increase
merchants now have acess to aypto payment offerings. paymentvolume
. . TriNet wanted to expand its product offering to become ahuman ~ Expansion and
Feb-22 2 zenefits T|“|Net $209MM resources services provider for small and midsize businesses with integration with “CFO

or without the professional employer organization structure.

stadk”

21



LLBO Activity within Payment Processing

A

Jun-23 9 MoneyGr am. [@ $1,800MM
! THOMABRAVO
Feb-23 i:% cou p a ADIA [EEZEls $8,000MM
LA
Apr-22 MZ=RCHANT= Integrum $143MM
Aug-22 () PATIENTCO & WAVYSTAR $455MM
Mar-21 C A\ R E T THL Thomas H. Lee Partners $551.2MM
= FinThrive
Dec19 $93.55MM
Feb-19 O mind bodg $1,900MM

22



V. Future Trends




Partnering with Buy Now Pay Later (BNPL) Platforms 2

» The inaeasing numberof e-commerce platforms, and tising setrvices .4

.
adoption across millennials in developing countries, have propelled the L7 - $122.2B
global BNPL market. NN 7

» Retailers report as much as a 50% increase in average order value, and 2-
3x more units per transaction from the integration of a BNPL platform. o> -

» Payment processing companies will need to have a BNPL offering to -
merchants who have a strong e-commerce presence. e

2023 2030

% of BNPL Customers who have used the Following Platforms Top BNPL Partners

(=) Square afterpay®

68.1%
r payment
PayPal

PayPal

AfterPay 25.9%
Seclover synchrony
Affi 21.9% )
) St" pe Klarna. ofterpay>
& zip pay ﬂ;/\
Klarna 21.5% ) | eboor pgri
national
processi N/A
PerPay 10.4% procs nd
Merchant”_One N/A

Zip 9.8%

helctm N/A
stax P

by fattmerchant PayPal

Sezzle 8.8%
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Getting Ahead of the Generative Al Transformation A‘

The Move from Predictive Al to Generative Al will Transform the Integration between Payment Processors and the “CFO Stack.”

Predictive Al Generative Al
» Predictive Al models know about the world, but have » Generative Al models fine tune data for individual businesses.
trouble generating spedfic plans for your business. » Creates original content such as text, images, audio, code, and
» Payment processors are acquiting SaaS companies for the video which, at the moment, requires human skill to create.
purpose of AP automation and data analytics. » Can add contextual awareness and human-like dedsion-

» The data being produce is extremely helpful and will set making to enterprise and finance workflows.

companies ahead, butgenerative Al will push this to a » Powered by foundation models, which run on deep-learning
new level. algorithms modeled on the organization of neurons in the

human brain.

\4

Companies need to be in tune with the VC landsape to
potentially integrate and be at the forefront of this
revolutionary technology.

Generative Al Applications in Payment Processing Increase in Worldwide GDP from Generative Al

--v
o) cﬁease - -7
Enhanced 6%/ 10 =" $112.0T
Data _--"
Compli Acounts Analytics -7 -
o ance -
p Payable -
$105.0T
Generative
Al
A Streamlining
counts
Cash Fl
Receivable A e (-)W
Forecasting
Fraud
Protection
2030
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Summary AN

>
>
>

The payment processing industry is here to stay, growing at a CAGR of 6.5% and expected to reach a total of $3.2T by 2027.
The industry is being driven by the global trend of moving towards a cashless sodety and the inareased demand for automation across the CFO stack.
In order to strategically position themselves, companies in the industry are engaging in M&A:

= Integration with the CFO stack will help with automation and data analytics creating an all in one payment processing solution.

= Expanding globally

= Expanding their reach to new industry verticals such as ayptoaurrency.
In the future, CEOs need to navigate this fast-growing industry.

= Investin generative Al companies and stay in tune with the VC landscape.

= Partner with buy now pay later models to inarease offerings to merchants.
The payment processing industry is a tough market to navigate, butwith the correct advisor, companies will experience success and stay at the forefront of
innovation in this fast-growing and evolving market.
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This matetial has been prepared by Addicus Capital Advisors in better understanding transactions of the type described herein. The market trends, data, industry analysis
and cotresponding discussions set forth in this material are based upon information provided by third party sources. Addicus Capital Advisors has not assumed any
responsibility for independently verifying the accuracy of such information and disdaims any liability with respect to the information herein.

This material, and any advice Addicus Capital Advisors may provide to you, may include certain forward-looking statements that are based on our beliefs and
assumptions about certain companies, markets or industties, and on information currently available to us.

Forward-looking statements indude all statements that are not historical facts and @n be, but are not always, identified by the use of forward-looking terminology such
” “expedts,

LRI EERNTS

anticipates,” “intends,

EEINT  c <

as the words “believes, plans,” “estimates,” “may”, “will” or similar expressions. Forward-looking statements involve risks,
uncertainties and assumptions. Actual results or outcomes may differ materially from those expressed in these forward-looking statements. You should not put undue

reliance on any forward-looking statements, and no forward-looking statements can be guaranteed.

You should understand that many important factors, in addition to those discussed herein, could cause forward-looking statements about a business, market or industry
to ultimately be incorrect. These factors include, but are not limited to, (i) legal and regulatory risks and uncertainties, including changes in the laws, rules and regulations,
(ii) changing competitive environments, (iif) changes in personnel or management within particular companies, (iv) technological change, (v) economig, political and other
market conditions, and (vi) inacauracies in our analysis of risks, factors and uncertainties or the ability of particular companies, markets or industries to develop strategies
to deal with them.

Past trends and performance are not guarantees of future market activity, deal terms or performance; accordingly, Addicus Capital Advisors makes no representation,
warranty or guaranty regarding any particular offer, deal term or transaction, or the outcome of or any returns related to any of the foregoing.

The analysis and discussion set forth in this material is general and intended for informational purposes only. It is not, and is not intended to be, investment advice. In
any case, Addiaus Capital Advisors is not making any representation regarding the suitability of any business, investment or finandal decision for your particular
draimstance, and any such decision should be made independently by you in consultation with your tax, finandal and other legal advisors. Further, any advice we may
provide is qualified in its entirety by our limited knowledge of the relevant facts and draumstances of your situation, and only tepresents a reasonable interpretation of
aurrently available information, induding without limitation the language of the relevant provisions of the Internal Revenue Code of 1986, as amended, and regulations
and administrative guidance issued by the Department of the Treasury. Any advice we may ultimately provide is subject to change based on further administrative
interpretations or the availability of additional information.

This material is provided as of the date hereof, and Addicus Capital Advisors assumes no obligation to update it or correct any information herein. This material is the

property of Addicus Capital Advisors and is provided to you on a confidential basis. Absent Addicus Capital Advisors’ prior written consent, this material, whether in
whole or in part, may not be copied, photowpied, or duplicated in any form by any means, or redistributed.

ADDICUS

29



	Slide 1: Overview of the Payment Processing Industry
	Slide 2
	Slide 3: I. Payment Processing Overview
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10: II. Differentiating Factors Between Payment Processing Companies
	Slide 11
	Slide 12
	Slide 13: III. M&A Trends in Payment Processing
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20: IV. Other Representative M&A Transactions
	Slide 21
	Slide 22
	Slide 23: V. Future Trends
	Slide 24
	Slide 25
	Slide 26: VI. Summary
	Slide 27
	Slide 28
	Slide 29

