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FPN

One asset property / France

Reference shareholder will ensure FY 20
liquidity

Earnings/sales releases - 05/08/2020

In a late statement, FPN has announced its FY 19 earnings. Negotiations are
still ongoing with potential buyers of the plot the company owns in Le Blanc
-Mesnil (northern Paris suburb). The legal disputes are gradually being
resolved although the main proceedings remain outstanding. The reference

shareholder (FIPP, Duménil Group) has announced that it will provide
operational financing until December 2020.

m Fact

¢ The net result stood at €-3.7m vs. vs our €-3.1m estimate.

In the dispute between the company and Vinohrady, a transaction protocol

signed with the latter in H1 20 resulting in a not-formerly-provisioned

negative one-off of €0.7m in FY 19, half of which is payable on the

disposal of the plot. This explains the difference between the current net

profit and our initial estimates.

Another legal proceeding (€0.6m) should be resolved in early 2021 as the

Cour de Cassation (the highest French civil court) will review the case in

November 2020.

The proceeding concerning €9.5m of property taxes remains outstanding.

* FPN repaid its banks in full in FY 19 following a cash injection from FIPP,
adding to its shareholder loan.

* Negotiations are still under way concerning the disposal of the Le Blanc-
Mesnil plot. To date, no agreement has been signed.

« The following key elements are as yet unavailable: FY 19 Annual Report
and accounts (including an update on the size of the FIPP shareholder
loan, H1 20 report and accounts.

B Analysis

Litigations

The bulk of the disputes, in terms of numbers, now looks to have been
circumscribed with no real positive surprises to date as FPN has lost its
proceeding against Vinohrady. This settlement took place after Vinohrady's
request to liquidate FPN in February 2020, both parties subsequently having
reached an agreement to close the dispute.

All the aforementioned elements had not been provisioned in the FY 18 accounts
although we did take the risk into account in our full initial FPN valuation. In terms
of the outstanding related proceedings, FPN will probably have to pay another
€0.6m (Lacaton & Vassal procedure) in FY 21.

Last but not least, property taxes. The position of the French fiscal administration
will remain key to the valuation process as FPN's arrears represent c.€10m vs. a
current market cap of below €3m. Note that the French fiscal administration is a
priority creditor and benefits from a €10m real guarantee (mortgage) on FPN’s
buildings to protect its debt.

Financing
The H1 20 accounts are not yet available. However the reference shareholder,
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controlling 100% of the Board, estimates the cash burn at ¢.€0.3m in H2 20 (H1
20 cash burn unavailable). FIPP will provide the liquidity required for FPN's
operations until the end of 2020 by increasing its shareholder loan. The latter
could reach c.€15m by the end of FY 20. While the balance sheet remains very
unbalanced, FPN’s future as a going concern seems assured for the next six
months.

Consolidated shareholders’ equity was negative to the tune of €-8m at end FY 19
vs. our estimate of €-14m due to a change in accounting method by FPN. Its
subsidiary Pamier SARL, holding the asset, opted to revalue its 45,000 sgm plot at
the bare land value as opposed to the amortised cost of acquisition method. FPN'’s
viability nonetheless continues to depend on the valuation of its real estate and the
associated project (sale or redevelopment).

The Board of Directors still envisages selling the plot while the largest shareholder
(Ott, 29.9%) seems to be prioritising a redevelopment. The future of this asset is
thus currently unclear.

Shareholder structure and governance

FPN confirmed that 33m convertible bonds had been converted on 8 June 2020,
giving Ott Ventures a 29.9% shareholding (and more than 60% on a diluted basis,
should the warrants be confirmed as neutralised). FIPP (Duménil Group,
considered a reference shareholder) owns 21% of FPN.

No change was announced to FPN’s governance. FIPP thus appears to retain full
control over the Board.

The FY 19 press release doesn’'t mention neutralisation of the warrants. The latter
is key to the valuation process as its absence would add substantial dilution based
on a €0.025 price per share. Were this neutralisation not to take place, the dilution
resulting from the warrant exercise price of €0.025 per share would call into
question our current share price target.

Valuation

The sole FPN subsidiary (Pamier SARL) owning the Le Blanc-Mesnil plot decided
to value its asset at “a” market value of €22m in its FY 19 accounts. This is well
below our estimate of c. €32m and reflects a value of the bare land at €485 per
sgqm. FPN has indicated that this value stands towards the lower end of its
valuation range without, however, disclosing this range. This price doesn’t appear
to take into account the presence of existing buildings/superstructures which could
be reused, wholly or in part, based on the future project.

We are thus sticking with our initial estimate of €32m for now. FPN also confirmed
that the current Master Plan would enable FPN to build ¢.80,000 sqm (both
residential and retail spaces).

For the moment, the French residential market is proving remarkably resilient. It
was even buoyant in terms of prices and prices in June, which comes as
something of a surprise, no impact of the crisis having been witnessed to date.
For its part, the office market in Northern Paris is starting to show signs of
weakness with rents down by c¢.6% to 10% relative to their pre-crisis levels. Four
months ago...

B Impact

We will modify our forecasts once the FY 19 Annual Report is made public and
will integrate the €0.5m additional loss in FY 19 vs. our estimates.

This will not result in a significant target price adjustment. The key element



concerning warrant neutralisation remains to be clarified. The property taxes
dispute and the material project concerning the plot also remain decisive in the
valuation process.
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Consolidated P&L Accounts
Sales
Change in sales
Change in staff costs
EBITDA
EBITDA(R) margin
Depreciation
Underlying operating profit
Operating profit (EBIT)
Net financial expense

of which related to pensions
Exceptional items & other
Corporate tax
Equity associates
Minority interests
Adjusted attributable net profit
NOPAT

Cashflow Statement
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Valuation Summary

Benchmarks Value
NAV/SOTP per share €0.05
DCF €0.07
TARGET PRICE €0.06

NAV/SOTP Calculation

Balance Sheet
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Analyst : Christian Auzanneau, Changes to Forecasts : 09/07/2020.
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