
 

Hardman & Co. Leaders in Corporate Research  1 

 Tel: +44(0)20 7929 3399   www.hardmanandco.com 
                  

 Leaders in Corporate Research 
 

 

Plaza Centers  N.V. 48p  
 

US assets sold at a profit and bring cash 
 

 
27 January 2012 

 

 

 

Source: Company accounts and Hardman & Co. estimates. See page 22, 2013E figures. 
 
 

Share Price: 48 p  
 

 
 

12m High: 119p 

12m Low: 37p 

Market Cap: £142m 

Shares in Issue: 297m  

Gearing:  88% 

Interest Cover: 0.5x   

EPIC Code: PLAZ 

Sector: Real estate 

Market: Full market: London & Warsaw 

Nominated Advisor & Broker: UBS 

PR: FTI Consulting 

Website: www.plazacenters.com 

Description:   This is an ‘opco’, not a fund. 
Developer and investor in real estate (malls in 
particular) in CEE, India, USA. 

Analyst: Mike Foster 

Tel:        +44(0)20 7929 3399 

Email:    mike@hardmanandco.com 

This initiation research precedes the next event anticipated from 
Plaza Centers: 2011 full year results in late March. H1 2011 results 
showed stable debt and net profits (revaluations take place at year 
end). €2.19/share NAV stated end 2010. €30m dividend was paid 
September 2011. 

The US disposal (estimated US$42m profit) announced 11 
January ensures Plaza Centers does not need to secure new 
bank lines until 2014, underpinning its ability to self-fund new 
developments: positive news. Plaza Centers is well capitalized, 
has a long-term presence and from that derives an ability to find 
repeat good tenants for its developments, in a timely fashion. It 
is set to deliver three more profitable projects this year.  

Well capitalized: Plaza Centers started this market phase with net 

cash in 2007 and since then has retained the assets it developed. 
The business is cash flow positive 2012E from operations net of all 
interest. Current rent derives 42% from Poland, 16% Latvia (Riga), 
both of which are relatively strong economies. It is currently buying 
back its debentures. Treasury management is robust. 

Long term presence: €1.16bn commercial assets developed and 

sold 1995 – 2008. Especially in its core area of malls, Plaza Centers 
has a roster of regular often international tenants, which results in 
letting of typically 75%+ of the available space prior to the completion 
of a mall development. Even post “crash” a capital profit is achieved 
on project completion – albeit, apart from India, the tactics are now to 
retain the asset so since 2007, values have not been market tested.  

There are risks: international real estate investment has pitfalls. The 
value driver is capital growth and rental income combined. Plaza 
Centers keeps demonstrating it can make profits in retail assets even 
in the most difficult market cycles. The risk is that our net valuation 
post debt is low pre its un-mortgaged large development land 
pipeline. €140m gross cash is held. The other risk is if development 
finance were to dry up for many years. In contrast, we fully expect at 
least two CEE projects to commence in the next twelve months. 

Valuation – 46p/share gross cash held (Dec 2011E) plus 25p later 

this year from the US disposal. Annualized rent and entertainment 
(cinema) income (ex US) €28m including projects opening H1 2012 
and post direct property expenses. A further (un-mortgaged) 26 
projects where Plaza owns the land (via SPVs). There is however 
considerable debt outstanding: €451m end 2012E (post planned US 
disposal). A well run situation, though markets are not without risk.  

 

 

 

 

Y/E 
EBITA pre 
reval & fair 
value etc 

Declared 
Profit 

Adjusted 
Profit 

Adjusted 
EPS* 

P/E 
ratio 

Div 
 

NAV 
 

December €m €m €m € X €. €. 

2009A -16.0 -68.0 -24.0 -0.07 n.a. 0.00 2.12 

2010A -6.0 13.0 -25.0 -0.08 n.a. 0.00 2.19 

2011E 8.0 20.0 -10.0 -0.03 n.a. 0.101 2.15 

2012E 26.0 10.0 10.0 0.03 19.0 0.00 2.25 
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EXECUTIVE SUMMARY 
 

Plaza Centers, a specialist in developing and investing in malls, gives every clear 
indication of knowing what it is doing ï it has repeatedly created well tenanted 
assets and made good asset transactions (big disposals 2007, recent US profit 
booked). Including the effect of some of its debt maturing, Plaza retains gross cash 
for two years giving it welcome leeway. The value drivers are existing rental income, 
much from Poland, sound financing and future development opportunities, a 
number ready to go. From net cash in 2007, Plaza Centres has however expanded 
its balance sheet and it held net debt ú510m at June 2011, we estimate ú530m as of 
December 2011 less ú90m cash due back soon from taking its US profits.  
 

After major disposals of developments, Plaza Centers exited 2007 with no net debt: 

good positioning. The majority of its CEE assets (yielding/ under development) are in the 
robust countries (p.14). It has a good eye for timing, brand building and deliverability. 
 
Typically 70-90% space is signed before building completion: there is a strong 
roster of tenants, repeating across mall developments. 80% of space was let at the 

Torun, Poland, mall by the time it opened in Q4 2011. India has seen active lessor and 
buyer interest: projects coming on stream there in 2012 are now 80% let and if only half 
the remaining space is let, return on capital invested is well into double figures%.  
 

US retail centre proposed disposal. This is a material element to our confidence. In 

2010 Plaza invested in regional USA retail centres, typically lower rent. It has generated 
significant shareholder value in even the most difficult of trading and economic conditions.  

Of key importance is that development finance rolls over into investment loan 
finance, none of which matures pre 2014, and that the development sites are not 
borrowed against. crucial for international real estate has to be financing. Plaza still has 

significant debt. We outline arrangements for development finance, the SPV structure and 
“topco” finance, which is through bank loans, debentures and a structure of derivatives, 
swaps and instruments designed to lower risks. We also anticipate Indian disposals (not all 
in  cash flow estimates). Plaza Centers now has a second debenture buy-back programme.  

Unusually, post Q1, 2012 sees live developments down to one (India) only. Despite global 
banking issues, we are confident of more starting H2 2012/ 2013, especially as Plaza 
Centres shortly increases gross cash towards €190m by our estimates. Rent income is 
building well so a pause does no harm. Today therefore Plaza owns four main assets:--  

1) CEE yielding assets. Three malls in Poland, one Latvia (50% share), one Czech 
Republic and also some other very much smaller properties.   

2) A share (24% to 100%), in a number of mixed use Indian development projects.  

3) 22.7% holding in a now very small US REIT, acquired during 2010/ 2011.  

4) A bank of land plots in CEE and India (held with no debt) for future development.  

Several points are clear from initial assessment. There is now substantial debt, and 
undeveloped land is a significant part of the value in the business. We therefore look at: --  

 

¶ The financing risks and opportunities (p.5 – 10). 

¶ The cash generation capacity year by year (p.11 – 12 and 20), robustness of 
operating assets and assets under build and possible present and future value. 

¶ The longer term pipeline of land and its valuation ranges. It is all unmortgaged 
but difficult to value. 

Valuation (see page 18 also 4 and 10) – .  

¶ 63p/ share initial gross cash (45p June 2011 + 25p US sale – use of funds)  

¶ €28m net annualized once the projects maturing Q4 2011 and 2012 add to the 
income stream. Note: this is €28m post all estimated direct property costs. 

¶ 27 further projects where Plaza owns the land (via SPVs).  
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operator 
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since 2008 so now 
with €530m debt 
estimated. 

 

Long track record 
of strong pre-lets 
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CEE, repeat tenants 
fill up their malls 
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to India and booked 
a rapid profit in USA 

 

 

Debt “bombproof” 
until 2014 and Plaza 
is in debenture buy-
back mode  

 

Minor pause in 
completion does no 
harm 

 

 

 

 

The landbank is 
essential future 
seedcorn but 
valuation is 
problematic 

 

 

 

 

 

The US disposal is 
a real boost both to 
the balance sheet 
and sentiment 

 

 



 Leaders in Corporate Research 
 

 
 

Plaza Centers NV 27 January 2012 

 

Hardman & Co. Leaders in Corporate Research  4 

 Tel: +44(0)20 7929 3399   www.hardmanandco.com 
                  

FINANCING RISKS AND OPPORTUNITIES 

Overview and components of valuation 

Plaza Centers is a global real estate developer, investor and trader. Plaza will continue to 
seek and identify such opportunities to utilize its retail property expertise. 
 

Between 1996 and 2004 it developed and operated some 20 commercial centres. Post 
2004 it realised that entire property portfolio using equity to buy development land and 
commencing project development only once funding was available, typically tied to 
substantial pre-letting. The current model is to retain assets once developed, securing 
tenants during the build phase.  

As a result of its decision to pursue major liquidation in 2004-7, it entered the 2008 crash 
with three assets: 1) large net cash, 2) a strong reputation with a predominantly retail mall 
tenant list which encouraged all stakeholders (ie including banks) to trust Plaza Centers to 
fill mall developments pre-completion, 3) global expertise. This global expertise does rely 
on partners. The move to India was through a jv with Elbit (a shareholder in Plaza Centers) 
and the USA is managed by DDR which specialises in malls.  It is an owner and manager 
of 538 value-oriented shopping centres representing 134m square feet in 41 states, Puerto 
Rico and Brazil. 

Today therefore Plaza Centers owns four types of assets.  

1) CEE yielding assets. Plaza Centers owns five centres, in Eastern Europe, 60% 
(by value) in Poland, nearly all the rest in Latvia (Riga) and Czech Republic (Prague).  

2) A share typically 50%, in a number of mixed use Indian development projects  

3) A minority holding in a portfolio of commercial assets in the US, acquired during 
2010 and principally 2011.  

4) A bank of CEE and Indian land plots (financially unencumbered) for future 
development. There also are two near-complete assets and one under development. 

€m

End Dec 2011 estimates (pro forma POST US disposal) Hardman estd

Short term debt -205.0

Long term debt -400.0

Cash 165.0

Other current assets net other current liab 80.0

Other non current assets net other non current liab 50.0

Yielding USA (net of debt in vehicle) 6.0

Yielding Poland 157.0

Yielding other CEE (89% Czech or Latvian) 97.0

Projects being built (NOTE 1) 113.0

Undeveloped land (NOTE 2) 223.0

Total net assets 286.0

shares in issue 297.0

£/€ 1.20

Pence / share 80  

Fig. 1: Source: Plaza Centers accounts and Hardman & Co estimates  

NOTE 1: €20m below values Fig 4. As Fig 4. Is current estimate and at Dec 2011, we estimate up 
to €20m cost to complete Kragujevac and Koregaon (which comprise 97% of the segment 
valuation and complete now in weeks). 

NOTE 2: The valuation basis here is far from the King Sturge basis, but both do allow a measure of 
judgement.30% of this segment we deem “short term pipeline”, the rest long term. See p. 14.  
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ñTopcoò balance sheet ï see also Fig. 12, page 20 

Plaza Centers’ cash has been invested and from a net cash position end 2007, it at end June 
2011 had net debt of €446m (€430m Dec 2010 see Fig 15, page 23). In 2010 it raised €78m 
in debentures and €34m net new bank loans. New Euro loans typically were 3 month 
EURIBOR + 1.85% to 2.75%; Rupee at 11.75% to 12.25%; US average c.6%. The 2 series 
debentures were at a rate of 4.5% and 5.4% (+ Israeli CPI).  

Treasury management in 2011 included issuing €63m of debentures (early in 2011) and later 
re-purchases of €30m of company issued debentures trading at a discount to adjusted par 
value (22% average). A further €30m repurchase has been authorised (December). In the 
near term, repayment schedules are €73m of debenture (plus €6m interest) and €4m bank 
loan repayment 2012. For 2013 the figures are €66m and €3m respectively.  

Financing has been forthcoming from issue of debentures and bank loans, but we anticipate 
no further debenture issues for a while. Currently the company uses covered call option 
strategies and interest swaps for the bank loans. There is an element of counterparty risk in 
a broad banking sector default. The debentures are fixed interest rates (coupon and 
redemption inflated by the Israeli NIS consumer price inflation).    

All yielding assets and current developments are self-funding: pre group overhead. Yielding 
assets are encumbered by debt which rolled over from construction (well structured as many 
competitors had to renegotiate on build completion), but we believe such debt to be no more 
than c5x rent, with the very large majority of leases post start 2008 (so unlikely to be 
renewed at materially lower rates). Rolling over all such loans (starting 2014) is unlikely to 
require cash, but nothing is certain in these markets. It would be very hard to see a need for 
over €15m Plaza Centers equity in total: we anticipate €5m. 

Plaza Centers invests equity at the start of its development projects, with bank debt later. We 
estimate €33m equity over 2012 and 2013 (as per Plaza Centers stated estimates and 
budget) is due to be invested on new developments (existing owned and with permits), 
undeveloped projects – if they secure debt funding for the rest. Nearly all plots are debt free 
and new development would still be anticipated to be 65-70% debt funded: the Plaza equity 
investment projected is into part of the 30-35% of build cost (mostly at the start of projects).  

Project development finance 

In summary: 

1) Finance rolls through from construction loans into long term (typically five year) 
loans on all projects undertaken, to the best of our knowledge. 

2) Encouragingly, five projects have been successfully financed post 2008. 

3) Two projects completed 2009 (Latvia and Czech Republic) two completed 2010 
(Poland); one 2011 (Poland). All let well (80%+). 

4) Under build now is Kragujevac, Serbia (completing in a few weeks 75%+ let) and 
Pune, India (also completing in a few weeks, 80% let). 

5) Market conditions for new tenants and for development finance lead us to anticipate 
four to six new projects commencing by later 2013, yielding  annual rent upon 
completion €30m +. This partly relies on some resolution to Eurozone bank capital.  

6) Two Indian projects currently under way are continuing to lease (mall) and sell 
(offices) well and should release a minimum of €60m cash by late 2014, quite 
possibly half of this substantially earlier (low amount assumed in our cash flow 
projections). 

7) USA: all investments here are of yielding assets – nearly all agreed sold. 

8) CEE is not a secure region regarding financing. There has been recent comment 
regarding Austria, where banks had large CEE real estate appetite, for a 
repatriation of funds. This does not prevent selective lending to Plaza on new 
projects but only if they pass stiff due diligence. In Poland there is some 
international and local money, ditto India, though to a much lesser degree in India. 

9) Plaza Centers is planning to invest €22m of its own equity in new developments in 
2012, with €10m projected to follow in 2013. This is broken down as virtually all in 
CEE and all into new development projects where land is owned. 
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CEE development projects: The five new CEE developments, which have entered 

construction financed principally by bank debt since 2008, found bank backers because 
Plaza Centers has a leading-brand tenant list returning repeatedly to take up new space in 
development projects. These are Suwalki, Zgorzelec, Torun in Poland and Kragujevac in 
Serbia (and part Riga funding). In India investments are in joint venture with Elbit, which has 
a longer track record in Indian real estate. There are two current developments there. 

Week by week the developments in Eurozone capital markets area are a rapidly evolving 
situation. This does have an impact on Plaza Centers’ scope to develop. Whilst we anticipate 
the possibility/ likelihood of four or more new project developments commencing in the next 
12 – 18 months, there is a large degree of uncertainty in the banking system, but Plaza 
Centers remains confident of funding still being available for good CEE real estate projects.  

Our core anticipation remains four out of a realistic six projects “on the starting blocks” 
comprising Lodz, Poland retail; Sport Star, Serbia retail; Timisoara, Romania retail Bangalore 
and Chennai mixed use. Dambovica offices first phase may well also be near start. Polish 
demand is strong and there are good local banks. Serbia has an acute under-supply of 
modern malls as does Timisoara (though we are nervous of Romanian risk and Plaza 
Centres are assessing cautiously).  The two India projects are large but phased and with 
Plaza Centres holding 24% and 38% stakes. Further, Athens is a delicate situation, but 
Plaza Centres still sees an opportunity, which certainly is being assessed cautiously and 
would not proceed without banking due diligence as well.  

Market conditions have worsened in 2011 (see p. 17), with the progressive reduction in 
confidence especially in the Eurozone so we concentrate in this research on the viability of 
the model and an assessment of valuation in the light of the risks and the lengthening time 
frame likely before further new construction development is initiated. Some six to eight 
projects which might have been initiated are on hold (particularly in countries such as 
Romania and also elsewhere), but overall we are led to believe there has been little slippage 
in plans vs Plaza Centers’ aspirations of 2010. Naturally finding good tenants at the right rent 
is more important that finance, but we understand a number still do “stack up” and they have 
strong hopes of finance availability. Our Estimates assume quite substantial slippage, whilst 
we have included the equity investment into projects which Plaza Centers anticipates 
making, so that we can be confident cash is available to expand the operations. 

€22m project finance is recourse direct to Plaza Centers itself (as opposed to the SPV)  

India development projects: Turning to current developments in India: the specific Indian 

situation is that Koregaon, Park Pune (100% owned retail mall) opens in March and has 
been funded by debt. Initially some 50% of costs, this has been refinanced to a higher dent 
level, with debt totalling INR 2bn we believe. Annualised rent on full occupancy (it is currently 
over 80% let) is a little under INR 0.5bn. Illustratively were Plaza Centers to dispose of half 
this mall on a 12% yield basis, €25m net free cash would be generated (assuming the buyer 
assumed half the development debt of c€10m). This is included in Figure 12 but excluded 
from our core cash flow estimates, Figure 14. 

Kharadi, Pune offices (50% owned) is self financed. Development costs are higher but given 
the 50% shareholding, we anticipate no cash in or out until 2014 or 2015, then €25-30m 
cash in. These offices are sold in phases and phase 1 is 80% sold, so this selling rate is 
what finances the future phases and builds cash up to the end of the project.    

Financing yielding assets, CEE and India  

The five largest yielding assets (not Sofia) are projected to generate €18+m rent to Plaza 
and we estimate debt is circa 7.5x rent. The build cost and land cost of the five CEE yielding 
assets (excluding the very small other yielding real estate which were bought some time ago) 
is estimated at (50% share, Riga) €200m, yielding the estimated €18m to €19m net of 
operating costs on full occupancy. Occupancy is estimated at c85%. 

The first loan to mature is on Riga mall (50% Plaza Centres owned), in 2014. The Latvian 
economy was severely hit in 2008-10 but has been recovering well for the past two years 
and is much more balanced. Rolling over the series of all such loans (2014-17) is unlikely to 
require cash, and we state our estimate of no more than €15m Plaza Centers equity in total: 
we anticipate nil to €5m. 

Most important is that all CEE construction loans have been arranged to roll into investment 
loans upon physical completion. CEE: 97%+ rent is in Euro, debt is Euro. There are ten 
yielding assets, some of which are mixed use and some to be subject to future additional 
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expansion, five being very small or future development sites with modest current rental 
income. The average interest rate payable is currently circa 4% in CEE. Covenants cover 
interest cover and asset values. Whilst rents are in Euro, valuations tend to be in local 
currency. The risk of covenant breaches we understand is not material until rollovers in 2014.  

India: There is Indian debt of 2bn INR equating to €30m and the term average of 4.5 years. 
This relates to the Koregaon, Pune mall completing in March 2012 and generating €8+m rent 
on full occupancy (currently just over 80%). Debt is of a nine year duration, amortising each 
year (hence 4.5 year average term) at a rate of 13% in the local INR currency. One possible 
option, as planned, is that the mall would seek an equity co-investor post completion, 
releasing cash. None of our estimates include this. 

Financing yielding assets, USA  

Plaza Centers is set to received US$119m later this year on the conclusion of the transaction 
agreed in January to sell the majority of its US assets.    

The USA assets are held in a vehicle, EPN, with no corporate debt and no plans to have 
corporate debt (it used to prior to acquisition by Plaza and its associates).  

Leases tend to be five years in duration so a minimal number of these pre-date the “crash”; 
most are very recent. There has been proactive asset management since EDT changed 
hands. In 2011 new debt was secured and LTV sub 70%. Value was added by selective 
purchases, predominantly new leases, major refinancing of several portfolios of assets for a 
sum of US$495m with long maturities. Since the initial Plaza Centres investment, EPN had 
bought seven more properties and sold two on: net cost US$46.3m, for 415,000 sq ft of 
GLA, generating net operating income of US$5m. The purchase price included US$17.6m 
assumption of debt.  The total of 49 assets pre disposal were spread across a number of 
States, with Texas and Florida being slightly larger than most.  In 2011, EDT Retail Trust 
("EDT"), distributed an interim dividend payment to its unitholders of US$26m. Of this, Elbit 
Plaza USA LP, a jointly controlled entity of Plaza and Elbit Imaging Ltd., received a total 
distribution of US$11.8m, of which Plaza will receive half, reflecting its 50% share in that j.v. 
translating to a 22.7% holding in EDT. 

The disposal generates a profit (US$42m was booked on acquisition and revaluations since 
have been low). Disposal we expect to be at revalued book value. There are two malls 
remaining (Plaza Centers keeps its 22.7% shareholding in the vehicle). The disposal 
completes in June, subject to contract. The two retained comprise a recent purchase and 
another subject to nearby state infrastructure developments.  
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FINANCING RISKS AND COMPANY STRUCTURE 

Viability of financing 
 

In summary, assuming 65% LTV lending, there remains quite a “stretch” in finances once 
existing structures start materially to need to be refinanced (mid 2014).  
 
Stepping back: by 2013, Plaza Centers generates €5m pa post overheads, interest and 
(minimal) tax, but this is after €15m SG&A (overheads) much of which relates to development 
which is not reflected in the €5m PAT. It illustratively then has a rent roll of €31m (post direct 
property expenses and including cinema etc income), holds yielding assets we value at 
€382m (8.1% weighted average yield basis). See Fig 7. Remaining US estimated €6m. Debt 
stands at estimated €445m post putative US disposal, leaving a “gap” of €57m. This leaves 
the 27 projects held for future development, with four or more anticipated to be started by end 
2013. Plaza Centres estimates a €2.39bn end developed value on these projects. One alone 
– central Bucharest – Plaza Centers ascribes a current capital value of €182m, a site in 
Bangalore is valued at €49m (Plaza Centres share). We would be at significantly lower levels 
than this, but it does highlight that debt does remain supported in part by development sites, 
most of which are far away from development. The four sites we consider to be near term 
developments should generate c €30m rent pa once developed, which (given the sites are 
un-indebted) would more than cover the group.   
 
So Plaza Centers today has placed itself holding strong yielding assets, assets where the 
overwhelming majority of tenants have been found post the 2008 financial recession and at 
rents pertaining to markets post the 2008 financial recession. So far so good: even during the 
height of the boom, management took steps to prepare for the bust – making large disposals 
and setting up banking lines. Finances are secure to end 2013 we estimate. Thereafter there 
will be some need for significant “topco” debt refinancing. This will be made easier by several 
disposals which we anticipate may take place (€145m we illustrate as strong possibilities, 
page 10).  
 
Refinancing also will be made easier if the shorter term development projects (the four we 
hope to start in the next eighteen months) are seen to be visibly progressing and finding 
tenants at the sort of historic rates Plaza Centers is accustomed to. 

Structure

 

Fig. 2: Source: Adapted from Company presentation 
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Elbit Imaging  

We note that there is a close connection between Elbit Imaging and Plaza Centers. They 
share a 50/50 j.v. on three Indian developments and Elbit Imaging is the majority 
shareholder in Plaza Centers. Elbit Imaging has interests in real estate and medical 
technology but it also has significant debt. Elbit is not a business we analyse but its US 
quoted shares have performed poorly in 2011. We note that the disposal to Blackstone 
(subject to final due diligence) of EDT Retail Trust ("EDT") is a material benefit to Elbit, given 
Elbit’s balance sheet did include debt. In 2011, EDT distributed an interim dividend payment 
to its unitholders of US$26m. Of this, Elbit Plaza USA LP, a jointly controlled entity of Plaza 
Centers and Elbit Imaging Ltd., received a total distribution of US$11.8m, shared 50/50.  

As a dividend paying REIT it is plausible to suggest that there would be interest and Elbit’s 
possible requirements for cash may have been a factor overhanging Plaza Centers shares – 
its stake in Plaza Centers being seen as perhaps in loose hands.   
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OPERATIONS 

Our analysis is driven by: -  

¶ financing and looking closely at Plaza Centers’ own equity resources (p10); 

¶ 2012 to 2014 year by year progression (p11); 

¶ Tenant demand site by site (p12).  

Possible additional requirements for and sources of cash 2012-2014E (excluding a possible 
dividend for 2012E which we do not allow for in our cash flow). 

 

2012: POSSIBLE €35m Koregaon mall 50% disposal 

2013: POSSIBLE €10m US REIT 

2014: POSSIBLE + €25m Kharadi offices working capital unwinding. - €15m refinancing some 
yielding asset loans 

 

Fig. 3: Source Hardman & Co estimates 

See page 20, where we summarise our cash flow projections and the level of likelihood of 
certain inflows. 
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Fig. 4: Source: Plaza Centers and Hardman and Co estimates. 

NOTE: * Assuming the proposed US asset sale completes: figures pro-forma post disposal 

There are key decisions regarding new developments (we would hope for four new sites to 
be commenced in the next eighteen months. If one alone were developed and safely 
delivered with a 15% uplift, that would add €15m value or 4p per share.  

 

 
 
 
 
 
 
 
 
 
 
Possible €55m 
additional cash 
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The Group 
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Operations overview – We should begin by stating that the main operational overview 

must focus on management track record. Plaza Centers developed and sold CEE real estate 
assets when the yield incentive to hold was unexciting. Post 2008 that incentive has returned 
so assets are held once developed. This transition, which is intimately tied to the collapse in 
the real estate markets, has been smooth. That is to say that Plaza Centers had planned 
ahead and all financing was secured to allow it to switch this strategy. Admittedly, leases had 
been put in place and finance to match, then rates fell, so the hard work starts to new leases. 
 
We should then move on to say that Plaza Centers clearly understands the detail of its 
market to enable such good levels of tenant uptake during project building phase. We have 
listed how latest projects (and ones such as Riga mall leased in the eye of the 2008-9 storm) 
open with 75-80% space taken. As good an example as any is the Kragujevac mall in Serbia. 
It is over 75% pre-let with opening coming shorlty, but the dynamic is that there are two other 
western style malls in Belgrade (compared to circa 30 in Warsaw where Plaza Centers is not 
developing). A well run operation. 
 

¶ Cashing in during 2007 

¶ Five projects initiated “post crash” estimated to yield 7.5% on total costs at current 
occupancy and 9% at full occupancy – so profitable despite the market change. 

¶ Even in the difficult 2008-11 time frame, all developments brought to a state where 
75+% occupancy was achieved (on good leases) upon opening (even Latvia) 

¶ Funding secured for build programme to be undisturbed/ undelayed 

¶ Development pipeline has been impacted but the only financial issue is time, not a 
cash outflow and group financing has remained robust (ie Plaza Centers clearly was 
no relying on any disposals and loans rolled on past milestones which could have 
required repayments, but did not) 

¶ The move into the US REIT is paying cash dividends – now the majority is agreed 
for disposal.  

¶ There is debt but Plaza Centers holds gross cash estimated €140m and is buying 
back its bonds.    

 

2012E – Operationally and financially there is low risk in 2012. All developments are leased 

80% or more and we would trust that this figure would drift upwards. There are minimal lease 
breaks. There are €77m debenture and loan repayments and a budget for €22m equity into 
projects (new build starts) and post interest operational activities generate €10m only, but at 
least operating activities do generate positive cash and there are minimal lease and loan 
breaks to watch out for. Gross cash held is estimated to be greater than this outflow. In 
addition, some disposals are quite likely, despite the state of global real estate markets.  
 

2013E –  Rents now match overheads and in 2013 they should be €4m short of matching 

overheads plus net interest. This is before anticipated €9m sales from India, so with that, the 
net position is comfortably positive. Even assuming no disposals are made but not taking 
into account the €30m proposed second bond buy-back programme, or any possible 
disposals, gross cash remains until circa Q4 2013. See Fig 12, page 20. 

Operationally to note is that five year leases start to reach break clauses from late 2013 in 
Riga Latvia and Liberec Czech Republic. The former economy is recovering well (but fragile) 
and the latter is a well established market (by CEE standards).  
 

2014E –  Renewals of leases at Suwalki and Zgorzelec start to feature from 2014, but this is 

renewal of post 2008 leases and both these cities are in Poland. Significant “topco” debt 
comes for renewal and, whilst Plaza Centers will remain cash positive in operations post 
interest (and tax), by H1/mid 2014 there need to be some disposals or new bank loans or 
bond issuance.  
 
The expansion to India through Elbit, a connected party and an experienced player there, 
was to broaden from CEE. India is working but nowhere is immune from the global downturn, 
especially in 2011. India has slowed. Currency weakness and the inability of rents to keep 
pace with local inflation is well documented as is the recent political impasse over broadening 
the retail sector to international operators. These are blows to Plaza Centers – however, the 
mall is over 80% let (and still seeing new tenants) and we would hope that by the time re-
letting occurs there will be a more vibrant international sector whilst under supply continues 
to be extreme. For sure Plaza Centers has shown since 1995 that it understands how to play 

 
Given Plaza 
Centers’ sphere 
of operation, they 
and we always 
look at 
operations in the 
light of the 
financing 
implications 
 
 
On top of the 
move to +ve 
operational 
cashflow 2012E, 
2013E, the key is 
the management 
record 
 
 
 
Malls are built 
strictly where 
they are needed 
proof: because 
they lease well 
 
 
 
 
 
 
2012 is a lower 
risk year than 
any in the past 
five.  
 
 
 
2013E: Circa 
€80m of the 
maturing loans 
need to be 
refinanced…. 
 

 
… which should 
be readily 
achieved 
because ….   
 
 

c. €350m of 
yielding assets 
CEE. 
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emerging markets in the shopping mall sector.  
 
In the USA, the economy is appearing to bottom out. Plaza Centers’ US assets generate 
good cash which is beneficial to the group, and offer the opportunity of modest capital upside 
medium term.  
 
The overwhelming majority of project SPVs are non recourse 

Plaza Centers is a business which both develops and holds yielding commercial assets and 
the key to the operations is its ability to fill commercial space. Torun (a regional city in 
Poland) opens this month and was 55% let by mid 2010 when building just began. It is now 
well over 80% let. Kragujevac (Serbia) opening within six months is 75% let.     
 

CEE real estate developments and investments – Since the start of 2009, five retail 

malls have opened, in Czech republic, Latvia and (three) in Poland. All were at least 75% let 
at the opening, even though Riga, Latvia for example was let during a period when the 
Latvian economy contracted 25% (and 18% in 2009 alone, when a third of the lettings took 
place). That said, it was 60% let at the start of 2009. The next to open, in Serbia, is 75% let, 
we understand. Build started Q3 2010 and opening is due Q2 2012. No other CEE assets 
are under build.   

On top of that there are a further 27 projects (gross letting area of which is estimated at 
1.62m sq. m) for the Plaza Centers share. The amount paid for these sites is not public 
information. The bulk of these sites were acquired between 2007 and 2008. Note that our 
sum-of-the-parts valuation assumes €223m valuation. This is not designed to reflect the 
valuation of a “fire sale” of these sites. It also is biased against the larger projects notably 
“Dream Island” Budapest, Hungary and “Dambovica” Bucharest, Romania, where our 
valuation is respectively €15m and €60m respectively – still large sums – for exceptional, 
central sites. 

 

India real estate developments and investments – Pune opens in stages but a big 

stage opens March 2012. This was 55% let mid 2011, currently over 80%. The ongoing 
trend here is a slowing in the new letting. This does delay full “onstream” rental, reflected in 
our estimates, but also leads to a steady (we would hope) accrual of new rental income 
through 2012 and beyond. 

Indian developments under build comprise the following: - 

 

GBA 

'000s 

m2 

Plaza share: 

Euro M  Mkt 

value 

(Source 

Plaza)

Plaza share: 

Euro M  Mkt 

value 

(Hardman est)

Capital 

Value 

(Hardman 

Est) Euro 

per m2

Plaza share 

fully let rent 

(NOI, Euro 

m)

Yield 

basis % 

(Hard-

man est)

Rent 

m2 of 

gross 

build 

area

Koregaon Pune (Completes March) retail 110 90 complete 82 complete 750 9.8 12 89

Kharadi Pune phase 1 (50% share) office 30 4 4 n.a. 1.0 11 n.a.
 

Fig. 5: Source: Plaza Centers website and Hardman and Co estimate (Koregaon values based on 
completed values) 

In India areas typically are related as Gross build area. In our main table for group projects 
we convert the GBA above into GLA, gross lettable area, which is the standard format 
elsewhere. 

In addition, there is a pipeline of developments not commenced: Trivandrum 110,000 sq. m. 
GLA (gross letting area), Bangalore 200,000 sq. m, Chennai 500,000 sq. m, Kochi 350,000 
sq. m. Ownership is between 24% and 50% and end use is mixed. These sites were bought 
2007-08.  
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USA commercial real estate investments – In 2010 Plaza Centers has acquired in 

two main stages, 22.7% of a portfolio. At its 65% LTV, the portfolio is cash generative and 
there are asset enhancement programmes in place.  

 

Area 1.02m sq. meters gross lettable area

Rent US$116 per m2 fully let (net operating income)

Occupancy Autumn 2011 89.3% - 5 year weighted ave lease expiry

Net operating income US$101m

Capitalisation rate end 2010 7.30%

Valuation (Dec 2010) US$1380m

Net acquisitions since end 2010 NOI acquired US$4m

Capitalisation rate current estimate 7.30%

Valuation (current) US$1428m 

Debt current US$930

Proportion held by Plaza Centers 22.7%
 

    

Fig. 6: Source: Plaza Centers 

On 11 January 2012 a deal totalling US$1.428bn was announced, with US$934m (65% 
LTV) being the assumption of the property level debt. “In addition, all excess cash within 
EDT, which currently amounts to US$30 million, will be retained by the vendor. EPN Group 
will continue to hold two properties located in the United States that are valued at 
approximately US$43 million with total non-recourse secured debt of approximately US$14 
million. The transaction is expected to close in June 2012, and is subject to the completion 
of a limited due diligence investigation by the purchaser to be completed by the end of 
January 2012.” (Plaza Centers RNS announcement) 

EPN was formed in 2010 as part of a real estate investment fund that was jointly established 
by Elbit, Plaza and Eastgate, with the objective of raising additional investments from 
outside investors and focusing on investments in U.S. retail and commercial real estate. 
EPN owns shares in EDT, an Australian investment trust which holds and manages two US 
REIT portfolios. The initial holding was taken up to 100% in part through, in April 2010, 
launching an offer for all remaining units not owned. The offer concluded in July 2011, 
Between April 2010 and July 2011, EPN acquired additional 48.6% and reached a holding of 
96.4% in EDT. Plaza's share of  cost of the additional purchase was US$57m. EDT at that 
stage had corporate debt (US$108m). All that has been repaid. 
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US$1.43bn 
portfolio US 
assets is now 
substantially 
sold…… 
 
 
 
 
….. this gives a 
good example of 
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PROJECTS 

The Plaza Centres assets comprise yielding assets, two sites under build completing in or 
around March 2012 and Kharadi, Pune, India, a site where phase one is under build (and 
selling the office space created). Additionally is what we designate “shorter term pipeline.” 
All have permits, none have finance in place (but expressions of interest). We are confident 
on Poland and India. Timisoara, Romania does have lenders expressing interest.  

Overleaf we assess what we designate the “longer term pipeline”, some where permits are 
in place, some which we consider will be able to secure funding as they are viable, some 
where the viability and the financing (both equity from Plaza Centers and debt from banks) 
may well be a drawn out process.     

Share Type GLA 

'000s 

m2 

Plaza share:    

Mkt value land 

& project 

valued King 

Sturge (Source 

Plaza)

Plaza share:    

Mkt value land 

& project 

(Hardman est)

Plaza 

share:  

End 

value 

(Hard-

man est)

Plaza share rent 

on completion 

at current rent 

expectations. 

Stated NET of 

operating costs. 

Hardman Co 

estimates

Yield 

basis % 

(Hard-

man 

est)

Rent m2 NOTES

€m %

YIELDING

Uj Udvar (Hungary) 35 retail 16 3 4 4 0.6 15 0.11 1

Palazzo (Bucharest) 100 office 0.7 1 1 1 0.1 8 0.14

David House (Hungary) 100 office 2 4 3 3 0.3 10 0.14

Sofia (Bulgaria) 51 mixed 44 8 3 31 3.1 10 0.14 1

Prague III (Cz) 100 resi 61 16 16 117 1

Liberec (Cz) 100 retail 17 34 30 30 2.4 8 0.14

Riga (Latvia) 50 retail 49 51 40 40 3.6 9 0.15

Suwalki (Poland) 100 retail 20 48 48 48 3.4 0.17

Zgorzelec (Poland) 100 retail 13 24 21 21 1.7 8 0.13

Torun (Poland) 100 retail 40 100 88 88 7.0 8 0.18

BUILDING

Kragujevac (Serbia) 100 retail 22 54 42 42 3.8 9 0.17 2

Koregaon Pune India 100 retail 60 90 82 82 9.8 12 0.16 3

Kharadi Pune India, phase 1 50 office 17 4 4 9 1.0 4

SUB TOTAL operational March '12 308.7 437 382 516 36.7 0.15

SHORTER TERM PIPELINE

Lodz Plaza (Poland) 100 retail 45 8 8 100 8.0 8 0.18

Sport Star (Serbia) 100 retail 40 20 15 91 8.2 9 0.21

Timisoara (Romania) 100 retail 38 16 9 74 6.7 9 0.18

Bangalore (India) 24 mixed 200 49 15 90 5

Chennai (India) 38 mixed 500 21 15 150 5

SUB TOTAL operational March '12 plus shorter pipeline 551 444 1021 59.6

 

Fig. 7: Source: Plaza Centers website and Hardman and Co estimate (see overleaf for NOTES)  

In summary: 

¶ 62% of the €254m assets completed and yielding are in Poland, a country where 
we consider € values of rents to be secure and funding available 

¶ Within “Building” segment, the Serbian project and Koregaon are completing in 
March  
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¶ An important series of decisions will need to be made this year concerning starting 
the shorter term pipeline of projects. Potential profits from those projects (and the 
testing that Plaza Centers call still fill developments rapidly) would be a significant 
boost to the later 2013-14 refinancings and add significantly to the group’s net 
value. 

The “shorter term pipeline”, sites above, have permits in place and funding is being sought. 
In different circumstances all the Romanian projects and the Athens project are ready to 
proceed but we would have severe issues regarding funding. Belgrade Serbia, listed in 
Table 8 by us as longer term pipeline may well be more fundable but is not fully permitted. 

The “longer term pipeline”, sites below, are where either permits are not in place or funding 
is not available. The distinction between shorter and longer term pipelines is one made by 
ourselves – Plaza Centers publish a range of expected completion dates. 

Continued.                                                                                                                                                                           

€m

Share    

%

Type GLA 

'000s 

m2 

Mkt value land 

& project 

(Source King 

Sturge, Plaza)

Mkt value land 

& project 

(Hardman est)

End 

value 

(Hard-

man est)

Plaza share rent 

on completion 

at current rent 

expectations. 

Stated NET of 

operating costs. 

Hardman estd.

Yield 

basis %

Rent m2 NOTES

LONGER PIPELINE (start 2014 onwards)

Dambovica phase 1…. 75 office 35 12 8 30 2.7 9 0.10 6

….. Bucharest (Romania)

Piraeus, Athens 100 mixed 26 34 5 59 8.8 15 0.34 7

Kharadi Pune India, later phases 50 office 93 15 8 48 5.3 11 0.11

Leszno (Poland) 100 retail 16 2 2 31 2.5 8 0.16

Kielce (Poland) 100 retail 33 6 5 78 6.2 8 0.19

Trivandrum India 50 retail 110 10 7 50 6.0 12 0.11

Lodz (Poland) 100 resi 80 13 10 120

Miercurea (Romania) 100 retail 14 15 5 21 1.9 9 0.14

Belgrade (Serbia) 100 mixed 70 25 15 126 11.4 9 0.16

Slatina (Romania) 100 retail 17 2 1 26 2.3 9 0.14

Kochi India 24 mixed 350 3 2 60

Iasi (Romania) 100 mixed 62 18 9 89 8.0 9 0.13

Dambovica later phases 75 retail 540 170 50 556 50.0 9 0.12

Targu Mores (Romania) 100 retail 30 6 4 43 3.9 9 0.13

Constanta (Romania) 100 retail 18 11 5 16 1.4 9 0.08

Hunedoara (Romania) 100 retail 13 3 2 18 1.6 9 0.12

Arena extension (Hungary) 100 office 40 9 4 46 4.6 10 0.11 8

Roztoky Prague (Cz) 100 resi 14 3 2 19

Dream Island Budapest (Hungary) 43.5 leisure 350 63 15 326 32.6 10 0.21 9

Shumen (Bulgaria) 100 retail 20 6 2 26 2.6 10 0.13

BAS: Romania residential jv 50.1

SUB TOTAL longer pipeline only 426 161 1786 152

GRAND TOTAL 977 605 2807 211

 

 Fig. 8: Source: Plaza Centers website and Hardman and Co estimate (see overleaf for NOTES)  

NOTES to figures 7 and 8: 

1 These yielding assets have development potential, especially notable in size being Sofia 
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which was purchased as a development site for a mixed use business centre but currently 
has no development time schedule. It has a hypermarket as tenant. 

2 Kragujevac is 80% let, building having commenced in Q4 2010. There are few competing 
malls locally. 

3 Koregaon is a mall two years, 55% let with a further 10-15% letters of intent summer 2011 
and slightly over 82% now: opening in a short number of weeks. Year one rent circa €6.5m, 
year two €8.5m: fully let estimated at €9.8m. 

4 Kharadi phase one is the smaller phase of a project likely to stretch out to 2015 (or later). 
This is primarily offices, with the development being sold piecemeal, not retained as a 
yielding asset. Phase one 80% sold, with working capital in the project to develop the whole 
series of phases and cash being generated at the end of the whole project (estimated at that 
end stage circa €60m x 50% share held). 

5 Bangalore is a high value location. This and Chennai are large long term projects but early 
phases we would anticipate commencing no later than 2013 as Bangalore should provide 
good value uplifts and tenant demand. We estimate the Bangalore end value, developed 
and let, at €120 (8000 INR rupee) per square foot gross build area (the standard form of 
local measurement); Chennai €50 (3300 INR) per square foot.  

6 The site is centrally located and may well see an early phase developed in the “shorter 
term” development pipeline, though at this stage we await further news. 

7 Piraeus is a long standing project with a hoped for 2014 completion but this is clearly 
pending the macro financial situation, as it has been for some years. We are happy that our 
valuation for the site is significantly conservative on a cautious macro-assumption. We 
consider that this is a viable site which certainly is being considered for development and 
may be before 2014, again, subject to events coming to a head in the macro-politics. 

8 This is a straightforward extension adjacent to an existing development. Financial 
conditions permitting this is well located and ready to develop. Given the Hungarian macro-
economic situation we see this as a long term possibility at best. 

9 This very large mixed development including leisure and 50% of end value anticipated to 
be residential. The macro-economic situation in Hungary makes this project currently 
unviable but it has a strong long term rationale once the economy stabilises and improves.     

Overall on Table 8, we do not wish to imply that the Hardman estimates of value for these 
long term projects are either ones that the sites would be sold at nor that they should be 
sold. Dambovica is a very large site in a prominent location in the centre of the capital of 
Romania, Bucharest. It is readily developable in phases, helping finance. Nonetheless, we 
ascribe a value of just under 10% of a conservatively stated developable end value although 
the location and area would indicate a significantly higher value. Similarly (even more so) for 
the large central island site in Budapest in the Danube. 

Further, when comparing sub totals and grand totals, it is important to take account that 
values include some residential sites and totalled rents include nothing from residential, 
distorting the yield basis on the totals.   

Further, our “anticipated rents” (which are net operating income stated post costs such as 
uncovered service charges) are derived from discussion with Plaza and Hardman 
assessment of local market comparables. They are not derived directly from King Sturge – 
valuations are. These are stated on the basis of full occupancy at current rental market 
levels. 
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ASSET SPLITS & LONGER TERM SITES 

Within two months, Serbia will move from “building” to “yielding” as will over 90% of India. 

1.0%

25.5%

6.5%

7.5%

1.8%

14.8%

6.8%

36.2%

Yielding USA

Yielding Poland

Yielding Latvia

Yielding Czech

Yielding other CEE

Building India

Building Serbia

Development plots

 

Fig. 9: Source: Plaza Centers website and Hardman and Co estimate 

The light shaded “Development plots” include four or five sites we would hope to see 
developed over the period 2013 to completed by 2015. Poland (despite a weak Zloty) is 
strong as it is financed locally much more than the rest of CEE and has an economy which 
has never had a recession since the late 1990s when the initial post-Communist rebound 
failed (Polish cycles seem not to be attuned with the rest of the world in timing). Latvia saw a 
severe depression in 2008 (adhering to the €) but now appears to be recovering (albeit 
scarred) – it has been tested but both it and Plaza Center’s Riga mall appear solid. Czech 
Republic is among the most developed central European economies although it ironically 
does cause some concerns as it exports so much and so well. Other locations are de 
minimus for yielding assets. India will soon join them, finishing construction shortly. Pune is 
growing but apparently not over developed. 
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Fig. 10: Source: Financial Times, Reuters 
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VALUATION 

In 2013/4 Plaza Centers illustratively has a rent roll of €31m (post direct property expenses 
and including cinema etc income), holds yielding assets we consider worth €382m (8.1% 
weighted average yield basis). Remaining US estimated €6m. Debt stands at estimated 
€445m post putative US disposal, leaving a “gap” of €57m. This leaves the 26 projects held 
for future development, with four or more anticipated to be started by end 2013. Plaza 
Centres estimates a €2.39bn end developed value on these projects, so on the basis above 
if that portfolio were to be worth anything above €57m (2% end value), that would be the 
value of Plaza Centers equity. Though many of the sites are a long way off, there is an 
excellent spread and we see 10% of end value as a reasonable rough benchmark. More 
specifically we would be most surprised if two did not start to be developed in the next 18 
months and believe four to six may be – creating value.  

Clearly Plaza Centers is affected by the risks of real estate developing namely finding the 
right tenants, building to time and securing finance where the treasury management issues 
do not detonate crises. Plaza Centers we estimate will continue its enviable record to 
success across the board with low risk – until 2014 by when it will have to secure terms to 
roll over maturing debt as its gross cash would appear to be used up by then. See p.19 
“Cash Drivers”. Furthermore its value, especially that of the development sites, has been 
significantly affected by the Euro crisis and the major dampening effect that has had on 1) 
desire of banks to supply development finance 2) tenant demand and to a lesser extent, 
exchange rates and capitalization rates. We thus apply a large discount to the Frank Knight 
valuation of the longer term development pipeline. 

Value of long term sites  

Refer to page 15. We draw attention to a distinction between shorter term development sites 
and longer term. We stress that none in either category has firm development finance.  

¶ Shorter term sites King Sturge 2011 valuation €114m, Hardman & Co €62m. 

¶ Longer term sites King Sturge 2011 valuation €426m, Hardman & Co €161m. 

Dambovica we value at €50m. It is a very large site in a prominent location in the centre of 
Bucharest. We ascribe a value of just under 10% of a conservatively stated developable end 
value although the location and area would indicate a significantly higher value. Nonetheless 
this is a significant component of the “longer term sites” total. We estimate total achievable 
rent on the long term sites (Plaza Centers share) would be €152m if developed (plus some 
€25m sales of residential). Of that rent €50m would be Dambovica, central Bucharest and 
€33m on the island development central Budapest, both mixed use sites. The others are a 
series of much smaller sites. 

Overall valuation estimates    

Asset type Hardman valuation estimate discount to King Sturge historic valuation

Yielding (incl yielding Spring 2012) 13%

Short term development pipeline 46%

Long term development pipeline 63%

Grand total 38%

  

Fig. 12: Source: Plaza Centers, Hardman & Co estimates 
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Fig. 11: Source: Bloomberg 

Sentiment changing 

There has been a sustained move out of the Euro and out of risk assets in H1 2011.  

There has in the past two weeks been a recovery in Zloty / Euro exchange rates. Our Polish 
site valuations reflect current exchange rates, as do other overseas sites. Indirectly, the 
exchange rate indicates some slightly greater appetite for CEE or specifically Polish risk in 
currency markets. In the case of Plaza Centers, the change in sentiment to the shares is not 
so much our focus. It is more in terms of the likelihood of funding being available on 
attractive terms for 

1) development (2012/3)  

2) rolling over investment properties (2013/4) and indeed  

3) replacing maturing “topco” debentures, particularly 2014  

The first element in place for a change in sentiment about the shares is the successful 
disposal of the US assets. This validates the model, the valuations used (premium to 
purchase price) and brings in cash. This was essential for investor interest, we believe. It 
also assists the cash flow for Plaza Center’s biggest (majority) shareholder. 
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FINANCING CAPACITY & FUTURE ‘MILESTONES’ 

¶ US assets potential disposal. 

¶ Decision late 2012/ early 2013 regarding some shorter term development 
opportunities (none with development finance yet). 

¶ Mid 2013 gross cash is likely to be used up without any disposals, certain bonds 
mature. 

¶ Late 2013 significant leases in Riga mall are set to reach break. 

¶ 2014 €xxxxxm debentures mature and €xxxxxm bank finance matures.  

 

€m Cash flow item INCLUDING items * NOT included in 

Hardman & Co cash flow estimates

2012E Q1-3 2013E TOTAL year 

2013E

2014E

Proceeds from US assets 90 0 10* 0

Proceeds from Indian assets 0 35* 35* 25*

Net cash flow from operations (post interest, tax) 9 5 5 25

Debenture and bank loans to be rolled over (capital items) -77 -69 -80 -70 + [note]

Debenture buy-back -30 0 0 0

Additional equity into projects -22 -10* -15* -10*

Additional equity into yielding assets loans 0 0 0 -5

New long term loans/ bonds

Net (assumes nil dividends and includes items * ) -30 -39 -45 -35

Gross cash (€75m est end 2011) 45 6 0 -35
 

   Fig. 12: Source: Plaza Centers, Hardman & Co estimates 

 

Note: 2014 sees €70m debentures maturing. It is not public information as to how much 

bank debt matures in 2014. Our core assumption is that, given debentures are modelled as 
being paid down significantly, that in 2014 group debt from banks would rise rather than fall, 
covering the €35m negative tem for end 2014E in Figure 12.  

2012E and 2013 Q1-3 figures are driven by the presentation posted on Plaza website 
“Expected cash flow for the coming two years”. Plaza Centers outines possible higher levels 
of property disposals that our estimates, which are in Figure 12. 2012E and 2013 Q1-3 we 
estimate €115m; Plaza Centers expects/aims for €223m. This is not a Plaza Centers budget, 
but is guidance which Plaza Centers emphasises is dependent on individual opportunites 
and the state of markets.  

CASH FLOW & BALANCE SHEET 

Rents (and cinema etc operating) net of direct expenses were €6m ahead of all overheads 
in 2011 we estimate. 2012E we estimate all income excluding sales of Indian office 
developmnts is ahead of all costs including interest and tax (but not capital principal 
repayments). Turning to free cash flow (post interest and tax) we estimate €79m positive 
2012E but €11m negative excluding the US asset disposal. 2013E we estimate the figure to 
be €6m positive pre any disposals. 

We consider mid 2014 to be the first realistic “pinch point” for Plaza Centres refinancing. 
Whilst €77m debentures and loans mature in 2012 and €69m in 2013 (less depending on 
the buy-back programme), this is taken care of by the cash flow above and €35m Indian 
sales and the gross cash estimated currently on the books. See Fig 12. Indian sales are 
principally operational, of offices being developed and already selling well. In 2014, Plaza 
Centers would have to refinance some of its debt or sell a mature CEE project or more in 
India. Any one of these would suffice and should be achievable.  
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MANAGEMENT TEAM AND BOARD 

Executive Directors: 

  Mordechay Zisser  --  Chairman 

  Ran Shtarkman  --  President and CEO 

Non executive directors 

  Marco Wichers 

  Shimon Yitzhaki 

  Marius van Eibergen Santhagens 

  Edward Paap 

Senior management 

  Roy Linden  --  CFO 

  Uzi Eli  --  General Counsel 

  Ami Hayut  --  Chief engineer 

Source: Plaza Centers Report accounts 
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FINANCIAL ANALYSIS & ESTIMATES 

Profit & Loss Year End Year End Year End Year End 

Y/E December  €m 2010A 2011E 2012E 2013E 

  Rent income 21 40 42 33 

  Sales income 0 2 10 9 

  Other operational income 12 9 9 11 

   
  Total expenses (incl direct   
property expenses) 

-39 -43 -35 -29 

   
  Revaluation 

-2 2 0 0 

 
  EBITA reported 

-8 10 26 24 

  
 Total interest excl derivative, fair 
value etc 

-19 -20 -16 -19 

  Adj. Pre-tax pre-revaluation  
profit (pre revaluation, fair value, 
derivative) 

-25 -10 10 5 

  Pre-tax profit declared 13 20 10 5 

  
  Tax 

 
1 

 
0 

 
-1 

 
0 

  
  Adj. EPS pre-revaluations (€ ) 

 
-0.08 

 
-0.03 

 
0.03 

 
0.02 

   
  EPS declared (€ ) 

 
0.03 

 
0.07 

 
0.03 

 
0.02 

 
  Dividend per share (€ )  

 
0.00 

 
0.10 

 
0.00 

 
0.00 

 
 Shares in issue y/e and ave fully 
diluted 

297 297 297 297 

     

 

 
Fig. 13 Source: Company accounts and Hardman & Co.  estimates 

 
o Rent: note that this is gross pre the direct property expenses. USA Rent €26m; 

€13m; nil in 2011E; 2012E; 2013E  
o Sales income currently is India 
o Other operational includes principally entertainment centres cinemas) in malls also 

some fee income of €5m 2010 and €2m subsequent years. 
o Expenses includes SG&A €18m; €17m; €15m; €15m in 2010 – 2013E. Balance is 

direct property expenses and falls as US gross rents fall post anticipated disposal 
later 2012E. 

o Revaluation: we would normally anticipate +ve revaluation on malls going “on-rent” 
as two do this year. We are allowing slack for underlying market falls to negate this 
inherent likely uplift.  

o Interest: we exclude here the following: -€2m; €30m; €6m; €3m (2010 – 13E) from 
derivatives which tend to balance real risks which generate interest costs 
elsewhere (eg FX) and so the benefit of such derivatives could arguably be 
included. The substantial credit in 2011E (we assume not repeated in 2012E but 
almost certainly will be), is from buying debentures below par and other lesser 
items.  
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Cash Flow Year End Year End Year End Year End 

Y/E December €m 2010A 2011A 2012E 2013E 

Operating profit -24 8 26 24 

Depreciation 1 1 1 1 

Working Capital -69 -65 -22 0 

Other incl. disposals 25 10 93 1 

Operating cash flow -67 -46 98 26 

Interest -20 -21 -16 -19 

Tax 0 -1 -1 0 

Net Capex 3 -2 -2 -1 

Free cash flow -84 -70 79 6 

Corporate acquisitions 
and disposals 

0 0 0 0 

Dividends 0 -30 0 0 

Issue of shares 0 0 0 0 

Currency 0 0 0 0 

Increase/decrease in net 
cash 

-84 -100 79 6 

Closing net cash -430 -530 -451 -445 

 

Fig. 14 Source: Company accounts and Hardman & Co.  estimates 
 

o Working capital: note Figure 12. Figure 12 illustrates more closely what we believe 
may happen if certain discretionary investment decisions are taken. The overall effect 
would be to add €35m cash in 2013E. This includes withdrawing cash from Indian 
projects as they mature (Fig 14 ignores this), more US disposal (Fig 14 ignores) and 
putting cash into projects. Our 2012E cash flow assumes that €22m IS invested in 
new projects. Were there to be a substantial pick-up in project funding availability 
there could be more working capital outflow in 2013E. 

o Net disposals: the €90m for 2012E is on the assumption the assumed disposal of 
most of the US assets proceeds and assumes constant exchange rates. 

o The effect of the debenture bond buy-back is in one way irrelevant as debt and cash 
are both reduced. However, the net effect WILL be to reduce debt as such purchases 
will only take place if the (to be extinguished) bonds trade below par.   

o Net cash includes substantial deposits held. 
 

NET DEBT                December   2010 

Cash & short term deposits  164.9 

Restricted deposits current  30.0 

Derivatives current asset  10.5 

Long term deposits  52.6 

Restricted deposits long term  15.8 

Derivatives long term asset  42.1 

Deposits total  315.9 

Loans, current  232.9 

Debentures (short date)  69.1 

Loans, long term  133.5 

Debentures (long date)  310.0 

Gross debt  745.5 

Net cash  -429.6 

 
  Fig. 15 Source: Company accounts 
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Below are set out interim figures as stated by Plaza Centers, covering the six month period 
to end June 2011. 

In cash terms, H1 2011, note: 

¶ Operational operating profit (nil disposals) c€3m 

¶ C€30m net profit booked from finance income such as buying in debentures at 
prices below par and forex  

¶ Interest paid just over €2m 

¶ Cash post tax post interest profit €1.28m 

¶ “Other receivables” cash outflow near €23m namely a bond repayable in the 
immediate future. 

¶ €38m investment into USA 

¶ Cash held rose by €3m as the outflow was financed by €63m new debentures and 
€33m (gross) new bank loans. We note new debentures were raised whilst at the 
same time a further small amount of existing debentures were bought back.   

INTERIM PERIOD REPORTED FINANCIAL DATA   

For the six months period ended    June 30 , 2011        Jun e 30,  2010  

                                   EUR 000'              EUR 000'  
                         ----------------------------   ------------------------   

Cash flows from operating activities  

  Profit                                        32,481                    25,783  

  Depreciation                                   5,023                       807  

  Revaluation of  Investment properties         (4,933)                         -   

  Non- controlling interest                          -                         71  

  Finance expenses, net                       (29,684)                    4,995   

  Interest received                              5,676                     4,341   

  Interest paid                                (8,109)                   (2,187)   

  Associate loss, share                            137                       253   

  Loss on sale equipment                             -                        240   

  Gain from a bargain purchase                       -                   (37,947)   

  Loss on slae trading property                      -                        160   

  Income tax expenses  

   (tax benefit)                                 (47)                       907   

  Share based payments                            736                       681   

                         ----------------------------   ------------------------   

                                                       1,280                     (1,896)   

  

  Decrease trade receivables                        87                    (1,789)   

  Decrease other receivables                   (22,754)                    5,923   

  Change in restricted cash                      2,493                     6,923  

  Increase in trading properties              (37,957)                  (46,604)   

  Increase in trade accounts payable             1,371                    (6,553)   

  Increase in other liabilities                    877                     1,923   

  Selling trading property subsids                 538  

                                                     (55,883)                   (39,639)   

  Income tax received                              45                         -   

                         ----------------------------   ------------------------   

  Net cash used in operating activities              (54,558)                   (41,535)   

                         ----------------------------   ------------------------   

  Cash flows from investing (mostly deposits)         (44,255)                   (27,876)  

                         ----------------------------   ------------------------   

  

Cash flows  from financing                            102,514                     97,595   

                         ----------------------------   ------------------------   

Effect of exchange rate  fluctuation             (550)                       746   

Net increase in cash and cash equivalents       3,151                    28,930  

Cash and cash beginning of the year           137,801                   122,596  

Cash and cash at the end of the period        140,952                   151,526  

                         ============================  ========================   

Fig. 16: Source: Plaza Centers 
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                                  INCOME For the six months period ended  

                                 30 June ,         30 June  

                                                   2011           2010  
                                       -----------------   -----------------   

                                                EUR '000           EUR '000  

Revenues from operation of shopping  

 centers                                          23,690              9,547  

Revaluation of Investment properties               4,933                  -   

                                       -----------------   -----------------   

  

Total Revenues                                    28,623              9,547  

  

Cost of operations                                15,621              7,543  

                                       -----------------   -----------------   

  

Gross profit                                      13,002              2,004  

  

Administrative expens es                            8,628              8,608  

Other income                                        (86)           (39,042)  

Other expenses                                     1,573                500  

  

Results from operating activities                  2,887             31,938  

  

Finance income                                    48,943             43,303  

Finance expenses                                (19,259)           (48,298)  

                                       -----------------   -----------------   

Finance income (expenses), net                    29,684            (4,995)  

                                       -----------------   -----------------   

  

Share in loss of associ ates                        (137)              (253)  

                                       -----------------   -----------------   

  

Profit before income tax                          32,434             26,690  

  

Income tax expense (Tax benefit)                    (47)                907  

                                       -----------------   -----------------   

  

Profit for the period                             32,481             25,783  

                                       =================  ========= ========  

  

Attributable to:  

Equity holders of the Company:                    28,565             25,854  

Non- controlling interest                           3,916               (71)  

                                       -----------------   --------------- --   

                                                  32,481             25,783  

  

Basic earnings per share (in EURO)                  0.10               0.09  

Diluted earnings per share (in  

 EURO)                                              0.09               0.08  

                                       =================  =================  
 

Fig. 17: Source: Plaza Centers 
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BALANCE SHEET                                 June 30,    December 31,  

                                         2011           2010  
                                            ----------        -------------   

 ASSETS                                         EUR '000          EUR '000  

                                            ----------        -------------   

  

 Cash and cash equivalents                       140,952            137,801  

 Restricted bank deposits                         26,811             29,954  

 Short term deposits                              33,108                 -   

 Available for sale financial assets              29,299            27,098  

 Trade receivables                                 3,822             4,064  

 Other receivables and prepayments                68,231             47,828  

 Derivatives                                       8,573            10,535  

 Trading properties                              833,859            807,887  

 Total current assets                          1,144,655          1,065,167  

                                              ----------      -------------   

  

 Long term deposits and other investments         52,401            52,559  

 Defer red tax assets                                 221               282  

 Derivatives                                      32,406             42,110  

 Property and equipment                            9,252            11,361  

 Investment property                             227,681           238,702  

 Restricted bank deposits                         16,167            15,751  

 Other non - current assets                            555               364  

 Total non - current assets                        338,683           361,129  

                                              ----------      -------------   

   

 Total assets                                  1,483,338         1,426,296  

                                              ==========     =============  

  

 LIABILITIES AND SHAREHOLDERS' EQUITY  

 Current liabilities  

 Interest bearing loans from banks               259,610           232,902  

 Debentures at fair value through  

  profit or loss                                  42,162            48,318  

 Debentures at amortized cost                     31,166            20,762  

 Trade payables                                   12,438            11,260  

 Related parties                                   3,870             3,758  

 Provisions                                       15,597            15,597  

 Other liabilities                                29,863            19,474  

 Total current liabilities                       394,706           352,071  

                                              ----------      -------------   

  

 Non- current liabilities  

 Interest bearing loans from banks                122,152           133,514  

 Debentures at fair value through  

  profit or loss                                 184,539           211,997  

 Debentures at amortized cost                    145,332            97,979  

 Other liabilities                                 4,943             5,330  

 Deferred tax liabilities                            893               956  

 Total non - current liabilities                   457,859           449,776  

                                              ----------      -------------   

  

 Equity    

 Share capital                                      2,972             2,967  

 Translation re serve                               (8,582)            8,074  

 Other reserves                                   28,567            31,272  

 Share premium                                   261,773           261,773  

 Retained earnings                               324,674           296,109  

 Total equity attributable to equity  

  holders of the Company                         609,404            600,195  

                                              ----------      -------------   

  

 Non- controlling interest                         21,369            24,254  

                                              ----------      -------------   

 Total equity                                    630,773           624,449  

                                              ----------      -------------   

  

 Total equity and liabilities                  1,483,338         1,426,296  

                                              ==========     =============  

 

Fig. 18: Source: Plaza Centers 

SINCE 30 JUNE 2011 BALANCE SHEET, €30M DIVIDEND PAID 
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Management Major Shareholders 
 
Chairman: Mordechay Zisser 
President & CEO: Ran Shtarkman 

NED: Marco Wichers 
NED: Shimon Yitzhaki 
NED: Marius Santhagens 
NED: Edward Paap 

 

 
Elbit Imaging 62.3% 
Aviva               7.6% 
ING                  5.8% 
 
25m shares under option outstanding, mostly at 53p. 
 
 

Key Dates Key Milestones 
 
Next Full Year Results:  15  March 2012 

 
AGM: 30 June 2012 
 
Next Interim Results:  22 Aug 2012 

 

 
October 2006 flotation – CEE developer investor 
2006   First site acquisition India 
2007   Best performing UK real estate share 
2010   US acquisition 
2012   US proposed disposal at profit 
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Disclaimer 
 
The conclusions and opinions expressed in the investment research accurately reflect the views of the first named analyst. Hardman & Co provides 
professional independent research services and the companies researched pay a set fee in order for this research to be made available. While the 
information in the research is believed to be correct, this cannot be guaranteed. There are no other conflicts of interest.  

Neither Hardman & Co nor the analysts responsible for this research own shares in the companies analysed in this research note. Neither do they hold 
any other securities or derivatives (including options and warrants) in the companies concerned.  Hardman & Co does not transact corporate finance and 
therefore does not earn corporate finance fees. It does not buy or sell shares, and does not undertake investment business either in the UK or 
elsewhere. 

Hardman & Co does not make recommendations. Accordingly we do not publish records of our past recommendations. Where a Fair Value price is 
given in a research note this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  

Our research is issued in good faith but without legal responsibility and is subject to change or withdrawal without notice.  Members of the professional 
investment community are encouraged to contact the analyst concerned. 

This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as 
defined in the rules of the regulatory bodies.  It is not intended to be made available to unsophisticated individuals. In the UK, any such individual who 
comes into possession of this research should consult their properly authorized professional adviser, or undertake one of the óself certifiedô sophisticated 
investor tests that are available. 

This research is not an offer to buy or sell any security.  

Past performance is not necessarily a guide to the future and the price of shares, and the income derived from them, may fall as well as rise and the 
amount realised may be less than the original sum invested. For AIM and PLUS shares, it is the opinion of the regulator that risks are higher. 
Furthermore the marketability of these shares is often restricted. 

This document must not be accessed or used in any way that would be illegal in any jurisdiction. 

In some cases research is only issued electronically and in some cases printed research will be received by those on our distribution lists later than 
those receiving research electronically. 

The report may be reproduced either whole or in part on condition that attribution is given to Hardman & Co, and on condition that Hardman & Co 
accepts no liability whatsoever for the actions of third parties in this respect. 

Hardman & Co is not regulated by the Financial Services Authority (FSA). 

© Hardman & Co. 
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