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We view the merger of Cinema City’s cinema operations 
with Cineworld as beneficial for CCI shareholders. We 
estimate the post-merger value of Cineworld at  
EUR 890 million, 24.9% of which will belong to CCI. 
Including cash, a near-40% stake in the property developer 
Ronson, and other real-estate holdings (mainly assets 
purchased in December 2012 and the seven cinemas which 
will be leased to Cineworld after the merger), Cinema City’s 
post-merger equity value is roughly EUR 600 million, 
subject to a conservative 15% downward adjustment for a 
holding company discount reflecting our uncertainty as to 
the Company’s plans with respect to the EUR 180m cash it 
will have at its disposal after the merger and after debt 
payments. We think the Company may use the bulk of the 
cash to fund the construction of the “Park of Poland,” 
Poland’s first major amusement park located near the town 
of Grodzisk Mazowiecki. CCI does not intend to disclose the 
details of the project until mid-2014. We believe a tentative 
valuation of PLN 41.50 per share accurately reflects the 
risks entailed in the project. 
  
The merger 
Cinema City agreed to sell its cinema business (valued at  
GBP 503 million) to the British cinema operator Cineworld in 
exchange for a cash price of GBP 272m, a 24.9% stake in the 
merged business, a cash payment of EUR 14.5m, and an earnings 
consideration of EUR 25.9m or EUR 28.9m depending on whether 
the deal is closed before the end of February or in or after March. 
After the merger, Cinema City will be the largest shareholder in 
Cineworld’s dispersed ownership structure. Further, CCI’s 
founding executives, CEO Mooky Greidinger and CFO Israel 
Greidinger, will serve as CEO and COO, respectively, of the 
merged Cineworld.  Cinema City intends to use the merger 
proceeds to repay EUR 169m debt. CCI shareholders will vote on 
the merger on February 24th. The Company is retaining 
ownership of seven cinemas which it will lease to Cineworld. 
  
Park of Poland 
CCI has not shared much detail as regards the Park of Poland 
project, and it does not intend to until mid-2014. What is more, it 
has also postponed the announcement of its choice of strategic 
investor for the amusement park until mid-year instead of the end 
of 2013 as originally promised. From what we have been able to 
determine so far, the first stage of the project is expected to cost 
EUR 100m (including the EUR 20m Cinema City already paid for 
the land). CCI is in the process of negotiating partnership terms 
with a strategic investor (apparently a large amusement park 
operator with a presence in Europe) who will play a key role in 
mitigating the huge risks involved in such a project. We think it is 
likely Cinema City will allocate a large portion of the merger 
proceeds (ca. EUR 180m) to the Park of Poland project, although 
we must add that its Management has been hinting at other 
investment plans as well.  
  
 
 
 
 
 
 
 

Cinema City post merger 

Source: Dom Maklerski mBanku 
 

Valuation 
We applied an NPV of zero to the Park of Poland project. Note that 
if the investment needs prove larger than expected Cinema City 
can use dividends from Cineworld and Ronson to increase 
financing. We did not apply a control premium to our valuation of 
CCI’s stakes in Ronson and Cineworld.  

 Source: Dom Maklerski mBanku, Bloomberg (iCineworld data and multiples) 

 
Tentative valuation of Cineworld post merger 

Rating: hold | target price: PLN 33.50 | current price: PLN 35.00 

(EUR m) 

Cineworld  

pre deal 

(2013) 

Cinema 

City’s 

cinema 

Cineworld  

post deal 

Revenue 488.3 269.4 757.7 

EBITDA 88.9 63.3 152.2 

Net debt 145.9  390.1 

Net debt/EBITDA 1.6x  2.6x 

Median peer 2013 EV/EBITDA  8.4x 

Equity value based on 2013 EV/EBITDA'13 889.4 

(EUR m) Value Assumption 

Cineworld stake 221.4 
24.9% stake in estimated 

Cineworld equity 

Cash post merger 182.4 
GBP 272m + EUR 15.5m less 

Cinema City net debt 

7 cinemas (incl. one 
in Rishon LeZion) 

76.0 
NOI = EUR 7.6m, 

market cap rate = 10% 

Ronson stake 49.7 39.65% stake at market price 

Real estate 70.0  

Incl. Park of Poland 
land property 

20.0 
Value as at December 2012 + 

land acquired in 2013  

Incl. Mall of Rousse 35.0 
NOI = EUR 3.5m, 

market cap rate = 10% 

Incl. other 15.0 
Other assets acquired in 

December 2012 at 50% discount 

TOTAL EUR 599.6m 

 Number of shares 51.2  

Per-share valuation EUR 11.7  

Holding company discount (15%)  EUR 1.8  

Discounted per-shar evaluation EUR 9.4  

4.2 

Zloty value per share PLN 41.5  

EURPLN  

Source: Dom Maklerski mBanku 
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List of abbreviations and ratios contained in the report. 

EV – net debt + market value (EV – economic value) 
EBIT – Earnings Before Interest and Taxes 
EBITDA – EBIT + Depreciation and Amortisation 
PBA – Profit on Banking Activity 
P/CE – price to earnings with amortisation  
MC/S – market capitalisation to sales 
EBIT/EV – operating profit to economic value  
P/E – (Price/Earnings) – price divided by annual net profit per share 
ROE – (Return on Equity) – annual net profit divided by average equity 
P/BV – (Price/Book Value) – price divided by book value per share 
Net debt – credits + debt papers + interest bearing loans – cash and cash equivalents  
EBITDA margin – EBITDA/Sales 
 
Recommendations of Dom Maklerski mBanku S.A.: 
A recommendation is valid for a period of 6-9 months, unless a subsequent recommendation is issued within this period. Expected returns from individual 
recommendations are as follows: 
BUY – we expect that the rate of return from an investment will be at least 15% 
ACCUMULATE – we expect that the rate of return from an investment will range from 5% to 15% 
HOLD – we expect that the rate of return from an investment will range from –5% to +5% 
REDUCE – we expect that the rate of return from an investment will range from -5% to -15% 
SELL – we expect that an investment will bear a loss greater than 15% 
Recommendations are updated at least once every nine months. 
 
The present report expresses the knowledge as well as opinions of the authors on day the report was prepared. The opinions and estimates contained herein constitute our 
best judgment at this date and time, and are subject to change without notice. The present report was prepared with due care and attention, observing principles of 
methodological correctness and objectivity, on the basis of sources available to the public, which Dom Maklerski mBanku S.A. considers reliable, including information 
published by issuers, shares of which are subject to recommendations. However, Dom Maklerski mBanku S.A., in no case, guarantees the accuracy and completeness of the 
report, in particular should sources on the basis of which the report was prepared prove to be inaccurate, incomplete or not fully consistent with the facts. 
 
This document does not constitute an offer or invitation to subscribe for or purchase any financial instruments and neither this document nor anything contained herein shall 
form the basis of any contract or commitment whatsoever. It is being furnished to you solely for your information and may not be reproduced or redistributed to any other 
person. This document  nor any copy hereof is not to be distributed directly or indirectly in the United States, Australia, Canada or Japan. 
Recommendations are based on essential data from the entire history of a company being the subject of a recommendation, with particular emphasis on the period since the 
previous recommendation.  
 
Investing in shares is connected with a number of risks including, but not limited to, the macroeconomic situation of the country, changes in legal regulations as well as 
changes on commodity markets. Full elimination of  these risks is virtually impossible. 
 
Dom Maklerski mBanku S.A. bears no responsibility for investment decisions taken on the basis of the present report or for any damages incurred as a result of investment 
decisions taken on the basis of the present report. 
 
It is possible that Dom Maklerski mBanku S.A. renders, will render or in the past has rendered services for companies and other entities mentioned in the present report.  
 
Dom Maklerski mBanku S.A. does not rule out offering brokerage services to an issuer of securities being the subject of a recommendation. Information concerning a conflict of 
interest arising in connection with issuing a recommendation (should such a conflict exist) is located on the final page of this report. 
 
This Special Comment was not sent to the Issuer prior to publication. 
 
Dom Maklerski mBanku S.A., its shareholders and employees may hold long or short positions in the issuers’ shares or other financial instruments related to the issuers’ 
shares. Dom Maklerski mBanku S.A., its affiliates and/or clients may conduct or may have conducted transactions for their own account or for account of another with respect 
to the financial instruments mentioned in this report or related investments before the recipient has received this report.  
 
Copying or publishing the present report, in full or in part, or disseminating in any way information contained in the present report requires the prior written agreement of Dom 
Maklerski mBanku S.A. Recommendations are addressed to all Clients of Dom Maklerski mBanku S.A. 
 
The activity of Dom Maklerski mBanku S.A. is subject to the supervision of the Polish Financial Supervision Commission. 
 
Dom Maklerski mBanku S.A. serves as underwriter for the following issuers: Asseco Business Solutions, Bakalland, BOŚ, Erbud, Es-System, Kruk, Magellan, Mieszko, Neuca, 
Oponeo, Pemug, Polimex Mostostal, Polna, Solar, Tarczyński, ZUE. 
 
Dom Maklerski mBanku S.A. serves as market maker for the following issuers: Asseco Busines Solutions, Bakalland, BOŚ, Erbud, Es-System, KGHM, Kruk, LW Bogdanka, 
Magellan, Mieszko, Neuca, Oponeo, Pekao, PKN Orlen, PKO BP, Polimex Mostostal, Polna, Solar, Tarczyński, ZUE. 
 
Dom Maklerski mBanku S.A. receives remuneration from issuers for services rendered to the following companies: AB, Alior Bank, Alchemia, Ambra, Bakalland, BNP Paribas, 
Boryszew, BPH, BRE Bank, BZ WBK, Deutsche Bank, Echo Investment, Elzab, Enea, Energoaparatura, Erbud, Es-System, Farmacol,  Ferrum, Getin Holding, Grupa o2, 
Handlowy, Impexmetal, ING BSK, Intergroclin Auto, Ipopema, Koelner, Kredyt Bank, Kruk, LW Bogdanka, Magellan, Mennica, Mercor, Mieszko, Millennium, Mostostal 
Warszawa, Netia, Neuca, Odratrans, Oponeo, Orbis, Paged, PA Nova, Pekao, Pemug, PGE, PGNiG, PKO BP, Polimex-Mostostal, Polnord, Prochem, Projprzem, Prokom Software, 
PZU, Robyg, Rubikon Partners NFI, Seco Warwick, Solar, Sygnity, Tarczyński, Techmex, Unibep. 
 
In the last 12 months Dom Maklerski mBanku S.A. has been an offering agent of the issuer’s shares in a public offering for the following companies: Tarczyński.  
 
Asseco Poland provides IT services to Dom Maklerski mBanku S.A.  
 
Dom Maklerski mBanku S.A. has a cash service agreement in place with Pekao and a phone subscription agreement in place with Orange Polska S.A. (former TPSA). 
 
Individuals who did not participate in the preparation of recommendations, but had or could have had access to recommendations prior to their publication, are employees of 
Dom Maklerski mBanku S.A. authorised to access the premises in which recommendations are prepared, other than the analysts mentioned as the authors of the present 
recommendations. 
 
Strong and weak points of valuation methods used in recommendations: 

DCF – acknowledged as the most methodologically correct method of valuation; it consists in discounting financial flows generated by a company; its weak point is the 
significant susceptibility to a change of forecast assumptions in the model. 
Relative – based on a comparison of valuation multipliers of companies from a given sector; simple in construction, reflects the current state of the market better than DCF; 
weak points include substantial variability (fluctuations together with market indices) as well as difficulty in the selection of the group of comparable companies. 
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