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RESTRICTED 

Augusta  Capital  (AUG)  has  announced  that  it  is  conducting  a  fully  underwritten  NZ$45m  equity  raise.  The  equity  raise

consists  of  an  NZ$32.6m  1  for  1.9  pro-rata accelerated  entitlement  offer,  and  an  NZ$12.4m  placement  to  institutional

investors, which has been successfully completed. Both the placement and entitlement offer will be undertaken at a fixed

offer price of $0.55 per share. Centuria Capital and Centuria Funds Management (ASX: CNI) will participate in the equity raise

and take a stake of between 19% and 24.99% in AUG. 

Seeking capital flexibility

AUG has highlighted that the proceeds from its equity raise will be used to repay existing debt facilities, resulting in a pro forma net

cash position of NZ$11m as at 31 March 2020. Additionally, AUG notes that its existing lender has extended a partial covenant waiver

to 31 March 2021. AUG believes that the $45m equity raise will provide sufficient capacity to operate at near break-even levels

(assuming no fund offerings) for the next 24 months without being in breach of banking covenants or requiring further covenant relief,

and without requiring any additional equity capital.

Impact of COVID-19

The outbreak of COVID-19 and the related economic consequences have had a "significant impact" on AUG, including two new fund

offerings not proceeding; the Augusta Property Fund (APF) and the Augusta Tourism Fund (ATF). AUG now expects an FY20 NPAT

loss of approximately NZ$27m, and AFFO is expected to be near breakeven.

With the APF and ATF not proceeding, AUG will not receive the associated establishment fees and ongoing management fees. AUG is

also unable to recover the NZ$4.5m deposit it had paid on the Albany Lifestyle Centre, which was to be included in the APF. The

settlement for the Anglesea Medical Centre has been deferred to 30 September 2020. Additionally, the development assets which

were intended to seed the ATF will  remain on AUG's balance sheet with further development now deferred. AUG has also been

impacted by the withdrawal of Asset Plus' (APL) capital raise and planned asset development. AUG has cancelled its 4Q20 dividend.

Equity raise will see Centuria take a minority interest in AUG

ASX listed investment manager, CNI, has committed to participating in the equity raise. Following the placement, which took place on

Tuesday 5 May, CNI has taken up an initial holding of 15.6%. CNI has committed to AUG to fully subscribe for all of its entitlements

under  the  entitlement  offer,  as  well  as  partially  sub-underwrite  the  entitlement  offer.  CNI is  expected  to  have  a  minimum

shareholding of  19.0% following completion of  the institutional  component of  the entitlement offer.  CNI's shareholding will  not

exceed 24.99% after completion of the equity raise. Refer to page 3 for a summary of key dates related to the equity raise.
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NZX Code AUG

Share price NZ$0.80

Target price n/a

Risk rating n/a

Issued shares 87.5m

Market cap NZ$70.m

Avg daily turnover 124.9k (NZ$197k)

Financials: Mar/ 19A 20E 21E 22E

NPAT* (NZ$m) 7.7 n/a n/a n/a

EPS* (NZc) 8.8 n/a n/a n/a

EPS growth* (%) 34.1 n/a n/a n/a

DPS (NZc) 6.1 n/a n/a n/a

Imputation (%) 0 n/a n/a n/a

*Based on normalised profits

Valuation (x) 19A 20E 21E 22E

EV/EBITDA 5.1 n/a n/a n/a

EV/EBIT 5.1 n/a n/a n/a

PE 9.0 n/a n/a n/a

Price / NTA 1.1 n/a n/a n/a

Cash div yld (%) 7.7 n/a n/a n/a

Gross div yld (%) 7.7 n/a n/a n/a
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Augusta Capital Ltd (AUG)

Priced as at 05 May 2020 (NZ$)     0.80

      

12-month target price (NZ$)*     n/a

Expected share price return     n/a

Net dividend yield     n/a

Estimated 12-month return     n/a

      

Key WACC assumptions      

Risk free rate     n/a

Equity beta     n/a

WACC     n/a

Terminal growth     n/a

      

Profit and Loss Account (NZ$m) 2018A 2019A 2020E 2021E 2022E 

Sales revenue 18.9 22.0 n/a n/a n/a

Normalised EBITDA 10.3 11.7 n/a n/a n/a

Depreciation and amortisation 0 0 n/a n/a n/a

Normalised EBIT 10.3 11.7 n/a n/a n/a

Net interest (2.8) (1.5) n/a n/a n/a

Associate income 0 0 n/a n/a n/a

Tax (1.8) (2.4) n/a n/a n/a

Minority interests 0 0 n/a n/a n/a

Normalised NPAT 5.8 7.7 n/a n/a n/a

Abnormals/other (4.8) (0.8) n/a n/a n/a

Reported NPAT 1.0 7.0 n/a n/a n/a

Normalised EPS (cps) 6.6 8.8 n/a n/a n/a

DPS (cps) 5.6 6.1 n/a n/a n/a

      

Growth Rates 2018A 2019A 2020A 2021A 2022A 

Revenue (%) -0.8 16.6 n/a n/a n/a

EBITDA (%) -5.3 13.1 n/a n/a n/a

EBIT (%) -5.3 13.1 n/a n/a n/a

Normalised NPAT (%) -14.4 34.1 n/a n/a n/a

Normalised EPS (%) -14.4 34.1 n/a n/a n/a

Ordinary DPS (%) 2.3 8.9 n/a n/a n/a

      

Cash Flow (NZ$m) 2018A 2019A 2020E 2021E 2022E 

EBITDA 10.3 11.7 n/a n/a n/a

Working capital change (4.3) 0.3 n/a n/a n/a

Interest & tax paid (5.2) (4.8) n/a n/a n/a

Other 0 0 n/a n/a n/a

Operating cash flow 0.8 7.2 n/a n/a n/a

Capital expenditure (0.2) (0.3) n/a n/a n/a

(Acquisitions)/divestments (3.2) 31.0 n/a n/a n/a

Other (5.3) (1.6) n/a n/a n/a

Funding available/(required) (7.9) 36.3 n/a n/a n/a

Dividends paid (4.8) (5.3) n/a n/a n/a

Equity raised/(returned) 0 0 n/a n/a n/a

(Increase)/decrease in net debt (12.7) 31.0 n/a n/a n/a

      

Balance Sheet (NZ$m) 2018A 2019A 2020E 2021E 2022E 

Working capital 1.5 (0.2) n/a n/a n/a

Fixed assets 85.3 31.5 n/a n/a n/a

Intangibles 21.7 20.2 n/a n/a n/a

Right of use asset 0 0 n/a n/a n/a

Other assets 25.3 42.2 n/a n/a n/a

Total funds employed 133.7 93.6 n/a n/a n/a

Net debt/(cash) 37.5 6.2 n/a n/a n/a

Lease liability 0 0 n/a n/a n/a

Other liabilities 12.1 1.3 n/a n/a n/a

Shareholder's funds 84.2 86.1 n/a n/a n/a

Minority interests 0 0 n/a n/a n/a

Total funding sources 133.7 93.6 n/a n/a n/a

* Forsyth Barr target prices reflect valuation rolled forward at cost of equity less the next 12-
months dividend

      

      

Spot valuations (NZ$)      

1. DCF     n/a

2. Adj NAV     n/a

3. n/a     n/a

      

DCF valuation summary (NZ$m)      

Total firm value     n/a

(Net debt)/cash     n/a

Less: Capitalised operating leases     n/a

Value of equity     n/a

      

Valuation Ratios 2018A 2019A 2020E 2021E 2022E 

EV/EBITDA (x) 8.2 5.1 n/a n/a n/a

EV/EBIT (x) 8.2 5.1 n/a n/a n/a

PE (x) 12.1 9.0 n/a n/a n/a

Price/NTA (x) 1.1 1.1 n/a n/a n/a

Free cash flow yield (%) 0.8 9.9 n/a n/a n/a

Net dividend yield (%) 7.0 7.7 n/a n/a n/a

Gross dividend yield (%) 9.7 7.7 n/a n/a n/a

      

Capital Structure 2018A 2019A 2020E 2021E 2022E 

Interest cover EBIT (x) 3.7 7.8 n/a n/a n/a

Interest cover EBITDA (x) 3.7 7.8 n/a n/a n/a

Net debt/ND+E (%) 30.8 6.7 n/a n/a n/a

Net debt/EBITDA (x) 3.6 0.5 n/a n/a n/a

      

Key Ratios 2018A 2019A 2020E 2021E 2022E 

Return on assets (%) 7.3 11.4 n/a n/a n/a

Return on equity (%) 6.9 9.0 n/a n/a n/a

Return on funds employed (%) 0.0 0.0 n/a n/a n/a

EBITDA margin (%) 54.7 53.0 n/a n/a n/a

EBIT margin (%) 54.7 53.0 n/a n/a n/a

Capex to sales (%) 1.3 1.4 n/a n/a n/a

Capex to depreciation (%) n/a n/a n/a n/a n/a

Imputation (%) 98 0 n/a n/a n/a

Pay-out ratio (%) 85 69 n/a n/a n/a

      

Operating Performance 2018A 2019A 2020E 2021E 2022E 

Net revenue by segment:

Net rental income 5.7 3.0 n/a n/a n/a

Distribution income 1.8 1.8 n/a n/a n/a

Total yield income 7.4 4.7 n/a n/a n/a

 

Offeror Fees 3.7 5.9 n/a n/a n/a

Underwriting fees 1.5 2.1 n/a n/a n/a

Total up-front deal fees 5.2 8.0 n/a n/a n/a

 

Base management fees 4.2 5.2 n/a n/a n/a

Transactional income 2.1 4.1 n/a n/a n/a

Total recurring fees 6.3 9.3 n/a n/a n/a

      

Total net rental income 18.9 22.0 n/a n/a n/a

      

Funds under management

Directly held properties 84 31 n/a n/a n/a

Syndications 1,416 1,532 n/a n/a n/a

Other properties 96 96 n/a n/a n/a

Value Add fund no.1 74 0 n/a n/a n/a

Asset Plus 180 133 n/a n/a n/a

Industrial Fund 0 0 n/a n/a n/a

Total FUM 1,851 1,792 n/a n/a n/a
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Indicative dates

Figure 1. Indicative timeline

Date Event

Monday, 4 May 2020 Trading halt commenced

Tuesday, 5 May 2020 Announcement of Equity Raise

Tuesday, 5 May 2020 Placement completed

Tuesday, 5 May 2020 Institutional Entitlement Offer opens

Tuesday, 5 May 2020 Settlement of new shares issued under the Placement on NZX to Centuria and commencement of trading of allotted new shares

(subject to trading halt)

Tuesday, 5 May 2020 Institutional Entitlement Offer closes for New Zealand, Australia and Asia

Wednesday, 6 May 2020 Institutional Entitlement Offer closes for Rest of World

Wednesday, 6 May 2020 Announce results of Institutional Entitlement Offer

Wednesday, 6 May 2020 Trading halt lifted and shares recommence trading on NZX on an ex-entitlement basis

Thursday, 7 May 2020 Settlement of new shares issued under the Placement on NZX to all other investors and commencement of trading of allotted new

shares

Thursday, 7 May 2020 Record Date for the Entitlement Offer

Friday, 8 May 2020 Retail Entitlement Offer opens

Friday, 8 May 2020 Dispatch of the Offer Document and Entitlement, and Acceptance Forms to Eligible Retail Shareholders

Tuesday, 12 May 2020 Settlement of Institutional Entitlement Offer on NZX and commencement of trading of allotted new shares

Tuesday, 19 May 2020 Retail Entitlement Offer closes 

Friday, 22 May 2020 Announce results for Retail Entitlement Offer

Tuesday, 26 May 2020 Settlement of Retail Entitlement Offer on the NZX and commencement of trading of allotted new shares

Source: Forsyth Barr analysis, AUG company release
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Investment Summary

Augusta Capital (AUG) has transitioned its business from property to funds management. AUG's funds management business

makes it very different from the other listed property vehicles and gives it less capital intensive growth prospects, albeit at

higher risk. RESTRICTED.

Business quality

Earnings and cashflow outlook

Financial structure

Risk factors

Focus solely on funds management: AUG's last directly held asset has been sold. The sale has provided substantial balance sheet

capacity for warehousing, co-investment in new funds, and underwriting.

Takeover offer withdrawn: AUG was subject to a takeover offer for 100% of AUG's shares, via bid implementation agreement with

Centuria Capital Group Limited (CNI), however, with recent market volatility the takeover has been terminated.

Funds management growth: AUG is building its track record for executing on larger deals. Following the Industrial Fund and St

Georges Bay road deals, we expect further near term-growth will be challenging.

Capital raise to provide flexibility: With the downturn in financial markets and the underlying economy, AUG has undertaken a

capital raise that is designed to give it financial headroom for the possibility of a slower investment market near-term.

Acquiring new stock for investment products: This has been the largest challenge for AUG's funds management business given a

highly competitive property market.

Growing FUM in a slow economy: The environment will  be tougher to establish new funds near-term, however,  it  will  lead to

opportunities to source assets and investors will still be looking for yield.

Figure 2. Asset Under Management split by sector

Source: Forsyth Barr analysis, Company reports

Figure 3. AUG managed funds

Source: Forsyth Barr analysis, Company reports
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Figure 6. International valuation comparisons
Company Code Price Mkt Cap PE  EV/EBITDA  EV/EBIT  Cash Yld

(metrics re-weighted to reflect AUG's balance date - March)  (m) 2020E 2021E 2020E 2021E 2020E 2021E 2021E

Augusta Capital AUG NZ NZ$0.80 NZ$70 n/a n/a n/a n/a n/a n/a n/a

PENDAL GROUP PDL AT A$5.13 A$1,656 10.6x 11.8x 7.9x 8.5x 8.3x 9.0x 7.2%

CHARTER HALL GROUP CHC AT A$7.03 A$3,274 11.3x 12.8x 12.1x 11.1x 12.6x 11.5x 5.5%

CROMWELL PROPERTY GROUP CMW AT A$0.75 A$1,960 9.6x 10.2x 19.4x 17.4x 19.2x 17.3x 9.8%

CENTURIA CAPITAL GROUP CNI AT A$1.46 A$705 11.7x 10.3x 14.2x 9.6x 14.2x 9.6x 5.3%

GOODMAN GROUP GMG AT A$13.11 A$23,970 20.7x 21.7x 28.4x 19.9x 28.4x 19.7x 2.4%

MAGELLAN FINANCIAL GROUP MFG AT A$48.90 A$8,914 21.8x 21.7x 16.1x 15.7x 16.1x 15.8x 4.2%

PLATINUM ASSET MANAGEMENT PTM AT A$3.44 A$2,018 13.8x 16.4x 9.5x 10.9x 9.6x 11.1x 6.3%

Stride Property * SPG NZ NZ$1.50 NZ$548 14.3x 15.4x 15.5x 17.5x 15.5x 17.5x 4.6%

360 CAPITAL GROUP TGP AT A$0.87 A$201 47.4x n/a 20.1x n/a 20.2x n/a n/a

   Compco Average: 17.9x 15.0x 15.9x 13.8x 16.0x 13.9x 5.7%

EV = Current Market Cap + Actual Net Debt   AUG Relative: n/a n/a n/a n/a n/a n/a n/a

Source: *Forsyth Barr analysis, Bloomberg Consensus, Compco metrics re-weighted to reflect headline (AUG) companies fiscal year end

Figure 4. Price performance

Source: Forsyth Barr analysis

Figure 5. Substantial shareholders

Shareholder Latest Holding

Mark Edward Francis 17.2%

ANZ NZ Investments 13.0%

ACC 6.5%

Kawaroa Trustees 6.1%

Source: NZX, Forsyth Barr analysis, NOTE: based on SSH notices only

Figure 7. Consensus EPS momentum (NZ$)

Source: Forsyth Barr analysis

Figure 8. One year forward PE (x)

Source: Forsyth Barr analysis
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Analyst certification: The research analyst(s) primarily responsible for the preparation and content of this publication ("Analysts") are named on the first page

of this publication. Each such Analyst certifies (other than in relation to content or views expressly attributed to another analyst) that (i) the views expressed

in this publication accurately reflect their personal views about each issuer and financial product referenced and were prepared in an independent manner,

including  with  respect  to  Forsyth  Barr  Limited  and  its  related  companies;  and  (ii)  no  part  of  the  Analyst's  compensation  was,  is,  or  will  be,  directly  or

indirectly, related to the specific recommendations or views expressed by that Analyst in this report.

Analyst  holdings: The  following  Analyst(s)  have  a  threshold  interest  in  the  financial  products  referred  to  in  this  publication:  N/A.  For  these  purposes,  a

threshold interest is defined as being a holder of more than $50,000 in value or 1% of the financial products on issue, whichever is the lesser.

Ratings distributions: As at 4 May 2020, Forsyth Barr's research ratings were distributed as follows: OUTPERFORM NEUTRAL UNDERPERFORM

42.9% 42.9% 14.3%

Forsyth Barr's research ratings are OUTPERFORM, NEUTRAL, and UNDERPERFORM. The ratings are relative to our other equity security recommendations

across our New Zealand market coverage and are based on risk-adjusted Estimated Total Returns for the securities in question. Risk-adjusted Estimated Total

Returns are calculated from our assessment of the risk profile, expected dividends and target price for the relevant security.

Disclosure: Forsyth Barr Limited and its related companies (and their respective directors, officers, agents and employees) ("Forsyth Barr") may have long or

short positions or otherwise have interests in the financial products referred to in this publication, and may be directors or officers of, and/or provide (or be

intending to provide) investment banking or other services to, the issuer of those financial products (and may receive fees for so acting). Forsyth Barr is not a

registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may buy or sell financial products as principal or agent, and

in doing so may undertake transactions that are not consistent with any recommendations contained in this publication. Other Forsyth Barr business units

may hold views different from those in this publication; any such views will generally not be brought to your attention. Forsyth Barr confirms no inducement

has been accepted from the issuer(s) that are the subject of this publication, whether pecuniary or otherwise, in connection with making any recommendation

contained in this publication. In preparing this publication, non-financial assistance (for example, access to staff or information) may have been provided by

the issuer(s) being researched.

Investment banking engagements: Other than confidential engagements, Forsyth Barr has within the past 12 months been engaged to provide investment

banking services to the following issuers that are the subject of this publication: ARG AUG

Not  personalised  financial  advice: The  recommendations  and  opinions  in  this  publication  do  not  take  into  account  your  personal  financial  situation  or

investment goals. The financial products referred to in this publication may not be suitable for you. If you wish to receive personalised financial advice, please

contact your Forsyth Barr Investment Adviser. The value of financial products may go up and down and investors may not get back the full (or any) amount

invested. Past performance is not necessarily indicative of future performance. Disclosure statements for Forsyth Barr Investment Advisers are available on

request and free of charge.

Disclaimer: This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that

information has not been independently verified or investigated by Forsyth Barr.  Forsyth Barr does not make any representation or warranty (express or

implied) that the information in this publication is accurate or complete, and, to the maximum extent permitted by law, excludes and disclaims any liability

(including in negligence) for any loss which may be incurred by any person acting or relying upon any information, analysis, opinion or recommendation in this

publication.  Forsyth Barr does not undertake to keep current this publication;  any opinions or recommendations may change without notice to you.  Any

analyses  or  valuations  will  typically  be  based  on  numerous  assumptions;  different  assumptions  may  yield  materially  different  results.  Nothing  in  this

publication should be construed as a solicitation to buy or sell  any financial  product,  or to engage in or refrain from doing so,  or to engage in any other

transaction. This publication is not intended to be distributed or made available to any person in any jurisdiction where doing so would constitute a breach of

any applicable laws or regulations or would subject Forsyth Barr to any registration or licensing requirement within such jurisdiction.

Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise, amend, create a derivative work from, extract data from, or otherwise

commercially exploit this publication in any way. By accessing this publication via an electronic platform, you agree that the platform provider may provide

Forsyth Barr with information on your readership of the publications available through that platform.
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