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In a surprise move, FIPP has deprived FPN
shareholders of control over PAMIER SARL.
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* In our Latest of 26 August 2020 "Reference shareholder transferred its
risk in FY 19”) we had already warned about the mounting risk level due to
the increasing guarantees taken by FIPP on the asset itself to the detriment
of all the other shareholders.
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FIPP’s loan was thus secured, depriving the other FPN’s shareholders of the
remaining portion of the unencumbered asset and its redevelopment potential.

A more usual move would have been to convert the shareholder loan into new FPN
shares via a large capital increase, the latter offering other shareholders the
opportunity to participate. The consequence would have been a reduction in
FPN'’s consolidated debt and the securing of its balance sheet.

A few months after taking material guarantees on the asset, FIPP last week
decided to exercise these auarantees and launch a full take over PAMIER SARL.
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However, we do not rule-out this move preceding a negotiation phase. In our view,
this FIPP move is not wholly rational for a number of reasons: i/ long and
expensive future carrying costs; ii/ the cost of legal proceedings; and iii/ the
personal risk incurred by the four current FPN Board members.

A long legal battle ahead

We expect the OTT Group to challenge the legality of this transaction. It will take
many years (5-7?) before the Commercial Court, then the Appeal Court and then
the Cour de Cassation (the French Supreme Court) reach a final decision on
whether or not the conditions were legal.

We would highlight that, by depriving FPN’s shareholders of the call-option
constituting the benefit of a refurbishment or full redevelopment of the site, FIPP
risks being retrospectively deemed to have unfairly appropriated a capital gain
without any cash counterpart.

Only the Courts can rule on whether or not this transaction is legal.

What's next from the shareholder perspective?

Such a legal proceeding will probably freeze the plot's development for a
prolonged period. The latter will accumulate increasing operating losses as both
PAMIER SARL and the plot itself could prove unsellable for a long time. Nobody
will want to buy or incur expenses on an asset whose long-term ownership is in
guestion.

We expect the OTT Group to request the cancellation of the transaction. The
courts usually prefer to award damages rather than cancel a deal. In 5-7 years, a
small free option could again progressively emerge as a function of progress on
the legal proceedings. During this period, FPN will have to pay its own annual
operating costs without the opportunity of significant cash-ins resulting from the
sale or refurbishment followed by rental of its subsidiary’s buildings.

As a consequence, and should a negotiation not be rapidly forthcoming, we will
consider reducing our target price per share to zero due to the time required for
legal proceedings. This zero valuation will not include, however, the potential but
unpriceable future contribution of penalties awarded to minority shareholders, nor
the benefit coming from an agreement between both main parties.

B Impact

FIPP has played hard ball and secured the value of its shareholder loan without
aligning its interests with those of the other shareholders. Talks between the two
main parties (Duménil/Ott) as to the future of FPN might thus now be considered
to have broken down.

In this taking of control, FIPP has chosen the most aggressive course. With no
negotiation, the result will be a significant prejudice to the detriment of both
parties. If FIPP is able to keep the asset at the end of the day, it will have to
manage a “cold” and costly asset (both in terms of euros and risk) over a
prolonged period.

Please note that FPN hasn't yet published its H1 20 accounts and that the AGM
convened to approve the accounts has been postponed to 21 December 2020.
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Sales
Change in sales
Change in staff costs
EBITDA
EBITDA(R) margin
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Cashflow Statement
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Valuation Summary

Benchmarks Value
NAV/SOTP per share €0.05
DCF €0.06
TARGET PRICE €0.05

NAV/SOTP Calculation

Balance Sheet
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Tangible fixed assets
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Provisions for pensions

Other provisions for risks and liabilities
Total provisions for risks and liabilities
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Net debt (cash)
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Capital Employed
Capital employed after depreciation
Profits & Risks Ratios
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Interest cover (x)

Valuation Ratios
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Analyst : Christian Auzanneau, Changes to Forecasts : 25/08/2020.
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