
Opinion of the Board of Directors of Toxotis Investments Public Ltd on the Public Offer by 
Velgraf Asset Management Plc (the Offeror) for the acquisition of up to 100% of the issued 
share capital of the Company 

 

The Board of Directors, at a meeting held on Thursday, July 24, 2014, examined the content 
of the Public Offer Document dated July 1, 2014 to the shareholders of the Company for the 
acquisition of up to 100% of the issued share capital of the Company at the price of €0.035 
per share in cash.   

 

Based on article 33(2) of the Takeover Bid Law 2007, L41(I)/2007, the Board of Directors 
must prepare and publish a document including its reasoned opinion on the Public Offer.  
This document is announced to the Cyprus Stock Exchange and the Cyprus Securities and 
Exchange Commission.   

 

The final decision for the submission of the Public Offer by the Offeror was announced on 
May 22, 2014 and the Public Offer Document submitted to the SEC was approved on July 1, 
2014.   

 

The Board of Directors appointed, pursuant to article 33(6) of the Law, PKF Savvides & Co 
Limited as independent expert for the preparation of the assessment report, in which it 
states its opinion whether the Proposed Consideration is fair and reasonable as well as its 
opinion on the calculation basis used for the determination of the proposed consideration.   

 

The Board of Directors, after examining the Public Offer Document, in order to form its 
opinion it took into account the interests of the shareholders, the aims and intentions of the 
Offeror, the prospects and financial data of the Company as well as the Assessment Report 
of the independent expert.   

 

The Board of Directors, in order to form its opinion, took into account the following:  

 

A. Information as mentioned in the Public Offer Document for the proposed consideration 
of €0.035 per share cash 

 



-The closing price of the share in the CSE for the periods up to 12 months prior to the 
announcement of the final decision to submit a Public Offer, which stood at €0.009 and 
€0.020.   

 

-The volume of transactions of the Company’s share in the CSE for the periods up to 12 
months prior to the announcement of the final decision to submit a Public Offer.   

 

-The net asset value per share on December 31, 2013 and December 31, 2012.  Based on the 
audited financial statements on December 31, 2013, the net asset value stood at €0.029 per 
share, which is lower than the price of the proposed consideration.  Based on the audited 
consolidated financial statements on December 31, 2012, the net asset value stood at 
€0.039 per share, which is higher than the price of the proposed consideration.   

 

B. Aims and intentions of the Offeror as mentioned in the Public Offer Document 

 

The aim of the Public Offer is the Offeror to acquire further control of the share capital and 
the voting rights of Toxotis.  This aim is in line with the strategy of the Offeror for the 
external growth and expansion to new markets.   

 

The intentions of the Offeror are as follows: 

 

-The Offeror does not intend to change the place of activities of Toxotis. 

 

-In case that the Offeror acquires more than 90% of the share capital of Toxotis, it does not 
intend to exercise a squeeze out so as to acquire 100% of the share capital of the Company 
at the same price of €0.035 per share and to proceed with the necessary actions for the 
delisting of the Company from the CSE.   

 

-The Offeror intends to make changes in the composition of the Board of Directors so as to 
reflect the new share structure.   

 

-The Offeror does not intend to change the Articles of Association.   

 



-The Offeror does not intend to change the use of the assets of Toxotis except for those that 
may emerge within the framework of the exercise of its ordinary business activities.   

 

-The Offeror does not intend to grant any special benefits to the members of the Board of 
Directors that do not fall under the ordinary benefit and fee policy of Toxotis.   

 

-The Offeror does not intend to make unilaterally changes in the existing employment policy 
of the Company.   

 

The Board of Directors emphasizes that the Offeror already holds 61.92% of the share capital 
of the Company at the date of this report.  

 

C. Independent expert’s report 

 

Independet expert PKF Savvides & Co Limited submitted to the Board of Directors its 
Assessment Report, which includes the evaluation of the calculation basis used for the 
proposed consideration and the final comments and conclusions on whether the proposed 
consideration is fair and reasonable.   

 

 

In the Assessment Report, the independent expert noted: 

“The Offeror determined the proposed consideration at €0.035 per share in cash taking as a 
calculation basis the trading price of the share at the date prior to the announcement.  
Specifically, the proposed consideration of €0.035 per share is in premium by 118.75% on 
the acquisition price of the share prior to the final announcement of the Public Offer, that is, 
the CSE session ended on May 21, 2014, when the acquisition price of COV was €0.16.   

 

 

Stock basis 

“The use of the stock basis is regarded as appropriate assessment basis as the titles of COV 
are listed in the CSE and are trading freely on it.  Under the proper stock market 
circumstances, the recent stock market value of the titles trading in the CSE may be 
regarded as representative of their value in cases of public offers for their acquisition.  This 



view is valid despite restrictions that may emerge from the restricted depth and 
effectiveness of the Cyprus capital market”.   

 

 
“The proposed consideration is higher than the closing price in the past 12 months prior to 
the submission of the Public Offer.  The stock market price of the share of COV remained at 
stable levels below the proposed consideration without significant fluctuations due to the 
low marketability.  The average daily closing price of COV from May 23, 2013 to May 22, 
2014 was €0.017 that is 51.43% lower than the proposed consideration”.   

 

Volume of transactions/marketability 

 

“The volume of transactions is a significant factor since it can affect the ability of the 
shareholder to convert his/her shares easily and quickly in cash without substantial 
reduction of the current value.  The marketability factor is important in small stock markets 
such as the Cypriot as in several cases the marketability of many titles listed in the CSE 
fluctuates at low levels for extended periods.   

 

“The share of COV in the 12 months prior to the announcement of the Public Offer was not 
marketable”.   

 

“The 38.08% of the shares that is not held by the Offeror is held by 897 shareholders, which 
makes the marketability of COV more difficult.  It is noted that 688 shareholders of COV hold 
from 1 to 5.000 shares each”.   

 

 

Net asset value (NAV) 

“This method of evaluation is an acceptable method for the determination of the proposed 
consideration.  According to this method, the value of the Company is equal to the 
difference of the fair value of its assets and liabilities”.   

 

“The proposed consideration shows a discount of 10.25% and premium of 20.68% in relation 
to the Net Asset Value per share on December 31, 2012 and 2013 respectively”.   

 



“We must take into account the financial conditions affecting the values of the shares of the 
companies listed on the CSE.  The stock market value of the companies of the 
share/investment products of the CSE and the companies of other sectors of the CSE is not 
improved with the same rate of recovery as the purchasing activity is restricted and as a 
result the assets of the companies of the sector exceeds the capitalization of their titles and 
their shares are trading in a discount in relation to their NAV”.  

 

“The main assets of COV are investment properties that represent land in Limassol district, 
evaluated on January 30, 2014 by independent professional valuators at €550.000”.   

 

“The premium of the proposed consideration in relation to the NAV per share of COV may 
be possibly justified by the following:  

 

-The fact that there will be no changes in the assets in the near future. 

-The reduction of NAV of COV on December 31, 2013, which is mostly attributable to the 
reduction in the value of investment property due to a deterioration in the sector of 
properties in Cyprus”.   

 

 

In the Assessment Report, the independent expert comments and concludes that: 

“Based on the analysis in part 7 of the report, the following data must be taken into account 
in the determination of a fair and reasonable consideration:  

 

-The proposed consideration is higher than the average trading price of the period up to 12 
months prior to the announcement of the submission of the Public Offer.   

 

-The negligible marketability of the COV shares (except for the transactions carried out by 
the Offeror) in the past 12 months prior to the date of announcement of the Public Offer 
creates restrictions in the liquidation of shares by the shareholders.   

 

-The Offeror at the date of this report already holds directly 61.92% of the issued share 
capital of COV.   

 



-The most important asset of COV is the investment property (it was 84.50% of the total 
assets and 92.86% of the total equity of COV on December 31, 2013).   

 

-The premium of the proposed price in relation to NAV is a result of the low yield of the 
capital given the losses that the Company shows in the past years.  It is noted that several 
companies of the same sector are trading with significant discount in relation to their net 
asset value.   

 

-Based on the evaluations of the Board of Directors of COV, the Company is not expected to 
generate profits for the six-months ended June 30, 2014”.   

 

In its Assessment Report, the independent expert concludes: 

 

“We believe that the fair value of the consideration price tends to converge more with the 
NAV price and less with trading price prior to the date of the Public Offer.  The price was the 
calculation basis of the proposed consideration”.   

 

“We believe that the proposed consideration is fair and reasonable since it is higher than the 
NAV of COV on December 31, 2013”.   

 

Opinion of the Board of Directors 

 

The Board of Directors, taking into account the information of the Public Offer Document 
and the Assessment Report of PKF Savvides & Co Limited, believes that the proposed 
consideration to the shareholders of the Company is fair and reasonable at the date of 
drafting and adopts the Assessment Report in its whole. 

 

The Board of Directors believes that the fair value of the consideration price converges more 
with the price of NAV and less with the trading price prior to the date of the Public Offer, 
which was the calculation basis of the proposed consideration.  However it is stressed that 
the proposed consideration of €0.035 per share is in premium by 118.75% on the acquisition 
price of the share prior to the final announcement of the Public Offer (€0.016) and n 
premium by 105.88% from the average daily closing price of COV in the 12 past months from 
May 23, 2013 to May 22, 2014 (€0.017).   



 

The Board of Directors also stresses that the proposed consideration shows premium of 
22.38% and 24.91% in relation to the net asset value of the share on December 31, 2013 and 
June 30, 2014 respectively.  The Board of Directors took seriously into account the fact that 
86% of the total assets and 95% of the total equity of the Group on June 30, 2014 concerns 
the only property (land) that the Group holds and which at the current stage it is not 
tradable.   

 

The Board of Directors emphasizes the opportunity given to all shareholders to liquidate 
fully their investment at a price regarded satisfactory, taking into account the low 
marketability of the share and the existing negative economic conditions affecting the stock 
market environment.   

 

Taking into consideration all the above, the Board of Directors believes that the calculation 
basis of the proposed consideration is acceptable and believes that the proposed 
consideration is fair and reasonable.   

 

The Board of Directors outlines that the Public Offer by the Offeror is a proposal and does 
not intend to preempt the shareholders of the Company to accept it and their responsibility 
is entirely theirs.  As a result, the shareholders must receive their own professional advice in 
relation to their decision to accept or not the Public Offer.   

 

Declaration of Board members   

 

The members of the Board of Directors declare that they do not act in agreement with the 
Offeror on the Public Offer and to the degree they are aware of there are no other 
agreements in relation to the exercise of voting rights concerning the Company’s titles.  Also, 
they declare that there is no conflict of interest between any of the Board members and the 
Offeror.  It is noted that no titles of the Company are held by members of the Board of 
Directors and that there is no irrevocable commitment or letter of intent for the transfer of 
titles from the Company or any other persons acting in agreement with it.   

 

Agreements on Public Offer 

 



As for the agreements in relation to the Public Offer, there is no agreement or arrangement 
based on which any Company’s shares that will be acquired with the acceptance of the Publc 
Offer will be transferred to any other person rather than the Offeror.   

 

Availability of current document and Assessment Report 

 

This document as well as the Assessment Report of the independent expert will be available 
in printed form during the period of acceptance of the Public Offer at the Company’s 
registered office, 26 Vironos Avenue, Laiki Capital House, 1096 Nicosia as well as in 
electronic form at the CSE website (www.cse.com.cy) and the Company’s website 
(www.toxotisinvesments.com).   
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