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Keep Venture Capital Open to
Retail Investors

By Victor Bivell

Submission to ASX: Updating ASX’s Admission

Requirements for Listed Entities

Thank you for the opportunity to comment on the

ASX’s proposed changes to its admission require-

ments. My comments and suggestions relate to the is-

sues of: the spread test, the assets test, and the $1.5

million minimum requirement for working capital.

The aims of the proposed changes - that the ASX

can continue to be a market of quality, integrity and in-

ternationally competitive - are fine; but I am concerned

that the nature of some of the changes in the areas I will

discuss may have unintended or detrimental effects for

retail investors and for smaller, early stage companies.

Perspective

Before I discuss these, let me put the proposed

changes and my comments in perspective. The pro-

posed changes to the spread test, to requirements for net

tangible assets and market capitalization, and to mini-

mum working capital would affect only a small number

of companies and investors. Compared to the size of the

ASX and its major listed companies, the proposed

changes are minor and will have minimal effect on the

ASX’s objectives to maintain its quality, integrity and

international competitiveness.

A much greater boost to quality, integrity and inter-

national competitiveness can be had by applying higher

standards to the ASX’s leading companies, those in for

example the S&P/ ASX 200 Index or the All Ordinaries

Index. As these stocks hold the overwhelming majority

of the market’s capital and investors, this is where the

greatest quantum of losses, social disruption, and con-

sequent loss of quality, integrity and international com-

petitiveness occur.

While I am sure the ASX is familiar with this, please

let me give a couple of examples to make clear the size

of the point. As an investor in both “blue chip” and mi-

cro cap companies, my greatest losses by far have been

in the biggest stocks. In 2008 GPT Property Group vir-

tually wiped out its entire capital and had to be recapi-

talized to the tune of around $3 billion plus another over

$1 billion in asset sales. Just this year, National Austra-

lia Bank sold its interest in Clydesdale and Yorkshire

Banking Group and wrote off $4.2 billion. In both cases

the causes for such massive capital destruction were

over-indebtedness and foolish overseas expansions.

There are many, many other example of such wealth

destruction among top tier stocks.

The point is that measures to limit such large scale

capital destruction would go much further in maintain-

ing the ASX’s quality, integrity and international com-

petitiveness than tinkering with micro caps.

They would also better assist the economy. The $4.2

billion lost by NAB, for example, is enough to float 210

companies raising $20 million each. Combined annual

losses by blue chips through the mismanagement of

debt and overseas ambitions could easily be enough to

fund thousands of micro caps each year.

It should not be difficult for the ASX to devise and

implement guidelines or measures that can help direc-

tors and senior management to limit their exposure and

risk to these two issues.

Likewise, it can be argued that the capital losses

caused by short selling are also substantial and could

fund the equivalent of many small cap IPOs. But that

discussion is for another paper.

Venture Capital and Retail Investors

A second point of perspective is to emphasize that

the ASX is by far Australia’s largest and leading source

of venture capital. I know that the ASX has been aware

of this in the past, but it may be worth repeating.

In my capacity as a journalist and editor for the past

29 years, I have spent much of that time writing about

the venture capital market and innovative technology

companies. I have long held to the view that the venture

capital market can be divided into three sectors. The

largest by far, both in terms of invested capital and

funded companies, is the ASX. The next biggest sector

is the angel and private investor sector. This is followed

by the formal, managed venture capital sector, which

after 30 years of government assistance is still strug-

gling to develop.

Given the ASX’s role over the decades in assisting

many thousands of start-up and early stage companies

to find investors and capital, the ASX must be careful

not to disrupt this crucial role it plays, and which it does

with great success.

A key to the ASX’s success in raising venture capi-

tal has been retail and high net worth investors. Institu-

tional investors are known for their long standing

reluctance to commit to venture capital, both listed and

unlisted. For unlisted companies, the number of institu-

tions that invest in venture capital are not enough to

form a substantial sector, in part because their invest-

ment experience so far has not been a happy one. For

listed companies, few if any of the companies that will
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be affected by the ASX’s proposed changes would at-

tract institutional capital as the amounts of capital are

too small, they have too little liquidity, the time to com-

mercialization is too long, and the overall risk is too

high.

In contrast, the retail investor and the high net worth

private investor have always been the backbone of the

Australian venture capital market. This includes the

ASX, the angel market, and the more successful gov-

ernment backed programs. The great majority of the

companies that will be affected by the ASX’s proposed

changes are companies that will be backed by high net

worth and retail investors. So it is important that the

ASX consider how the proposed changes will affect

these investors and companies. From their perspective,

the proposed changes are quite large.

The Spread Test

My concern with the proposed change to the spread

test is the significant increase in the minimum value of

each security holder’s parcel of shares from $2,000 to

$5,000.

This is too high, and it is unnecessary as the same ef-

fect can be achieved in a less disruptive way.

A key reason retail investors are strong supporters

of high risk micro cap companies is that they under-

stand that these are speculative investments and treat

them as a “punt”. They take the risk with the risk part of

their allocation, and they treat the investment as they

treat a punt on Lotto or a horse race at the TAB. This ap-

proach works for both the investors and the companies.

So why change it?

$2,000 for an IPO or $500 as a minimum trade on

the ASX are small enough for this strategy to work and

yet not be too painful if it does not.

The ASX’s Consultation Paper does not give an ar-

gument or good reason for the limit to be changed, let

alone raised so significantly to $5,000. It only asserts it

would represent “a real and significant financial com-

mitment to the entity seeking admission” but it does not

give any evidence or discussion on this. Why is $5,000

any more real than $2,000? How is $2,000 not signifi-

cant? The Paper says nothing on these questions.

Nor does it canvass the effects of the change. I be-

lieve these would be major. Many more people can af-

ford to punt with $2,000 than can afford $5,000. The

proposed change does not offer any real or significant

benefit, yet it puts at risk the only part of the Australian

venture capital funding system that works really well

and has worked for many many decades.

A $2,000 limit is also a better risk management

strategy for investors. Where investors have an alloca-

tion to a portfolio of micro cap or high risk companies,

$2,000 parcels can be spread across more companies - a

standard venture capital risk management strategy - so

it is lower risk. In contrast, $5,000 parcels will buy a

smaller spread of companies, so it is higher risk.

We know Australians are big Lotto and horse punt-

ers. Why reduce their ability to be technology punters?

Australia needs more technology punters, not less. I be-

lieve this proposed change is a mistake.

It is also unnecessary. If the ASX wants to see “a

real and significant financial commitment to the entity

seeking admission”, it can achieve this by simply rais-

ing the minimum number of investors from 400 to 500.

The ASX can have both rules. My suggestion is -

500 security holders who hold a parcel of securities

with a value of at least $2,000; or 200 security holders

who hold a parcel of securities with a value of at least

$5,000.

Capital-wise the result is the same, and it is better for

the companies as they can capital raise to their strength

- whether it is fewer but higher-risking investors or

more but lower-risking investors.

If the ASX keeps the $2,000 level it is preserving a

system that has served Australia very well for many

decades, and it is not putting at risk its own position as

Australia’s pre-eminent venture capital platform.

The Assets Test Thresholds

The proposed changes to the assets test thresholds -

increasing the minimum net tangible assets from $3

million to $5 million, and increasing the minimum mar-

ket capitalization level from $10 million to $20 million

- are of uncertain benefit.

They are large increases but no evidence or argu-

ments are given as to why they would be better. The

Consultation Paper only asserts they would “assist to

maintain the quality of the market” and “provide

greater surety that the listed entity has sufficient re-

sources to carry on its business for a reasonable pe-

riod”.

These are not proven or compelling arguments. The

amount of capital a company has before or at listing

only speaks for its ability to raise capital as an unlisted

company in Australia’s small economy and very

under-developed venture capital market for unlisted

companies.

That is why a company seeks to list - to gain access

to new potential investors in the ASX’s much bigger

and deeper pool of venture capital investors. So a better

measure of a company’s quality and prospects to carry

on business is not how much it raised as an unlisted

company but how much it can raise once it is a listed

company. This can only be fairly judged once it is on
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the ASX and investors have a chance to see how it per-

forms - whether it meets technical milestones, spends

its capital wisely, can meet its competition, overcome

its risks, etc.

So a newly admitted company only has to have

enough capital to get to and succeed at its first post-IPO

capital raising. Investors will then indicate if it has a fu-

ture or not. Having more capital to begin with only de-

lays this crucial test. More initial capital may or may

not improve its chances of passing this test, but other

factors such as management, competition, the econ-

omy, and luck will be just as crucial to its success and

perhaps more so.

The proposed changes make it harder for good little

companies to join the ASX but do not offer any real

gain in return.

There may be alternative strategies for the ASX to

achieve its desired result - to “assist to maintain the

quality of the market” and “provide greater surety that

the listed entity has sufficient resources to carry on its

business for a reasonable period”.

One suggestion is for the ASX to help organize

training courses or seminars for company directors and

senior management on capital raising and capital

spending. These could include ASX case studies of

where companies went wrong, how they have misspent

capital, and why they went out of business. There is no

shortage of potential case studies.

Perhaps such a course, in a short form and perhaps in

conjunction with a university or institute, could be

mandatory for directors, chief executives and chief fi-

nancial officers of companies below a net asset or mar-

ket capitalization level.

The $1.5 Million Minimum in Working Capital

The new asset test thresholds are also unnecessary if

the ASX introduces the $1.5 million minimum working

capital requirement. This, of itself, would determine if a

cash flow negative company can stay in business. If in-

vestors support the company, it will stay in business. If

they do not, it will fall below the threshold.

$1.5 million seems a fair minimum for micro caps.

There are many companies on the market with cash of

much less than this, and they struggle. A low cash posi-

tion tells investors the company needs to raise capital or

it will go out of business. Very low cash companies can

be desperate and many have fallen prey to ruthless in-

vestors, some of whom use convertible notes to dump

shares on market.

The proposed change is a good one. Raising the

working capital or cash level to $1.5 million would give

the company and investors more room and more time to

raise new capital.

I also think it would be helpful to require companies

to maintain a minimum of $1.5 million in working capi-

tal at all times, and for their shares to be temporarily

suspended if they fall below this even for short, one-off

periods.

In Conclusion

I agree with the Consultation Paper that the “ASX

has a long history in supporting the listing of early stage

and start-up enterprises”. The ASX should be proud of

this and should not do anything to change or endanger

it. Companies and the economy need to continue to en-

joy and benefit from the ASX’s proven and essential

role as Australia’s leading platform for raising risk

capital.

I believe my suggestions are reasonable and moder-

ate and will enable the ASX to achieve its objectives

without unnecessary risk or disruption to companies,

investors and the market.

Double Glazing Boosts Glass
Profits

Some positives in the New Zealand double glazed

window market helped Metro Performance Glass in-

crease net profit for the year to 31 March to NZ$20.5

million. For the previous corresponding eight months

since it listed in July 2014 its net profit was NZ$9.5 mil-

lion. Sales also rose strongly to NZ$188 million from

NZ$115 million over the same periods.

Metro said it benefited from the growth in the resi-

dential and commercial construction markets but it was

also constrained by industry supply and execution de-

lay issues. Its commercial forward orders grew 70 per

cent to NZ$27 million.

The company increased its market share in the resi-

dential double glazing market by about 3 per cent, and

its revenue from retrofitting double glazing grew by 39

per cent to NZ$14.1 million. There was also a 79 per

cent increase in sales of high performance LowE glass.

The company is pushing its Retrofit double glazing

business as this can underpin longer-term earnings. In-

vestments included online sales tools to help with quot-

ing retrofitted doubled glazed units, and a significant

advertising campaign.

Chairman Sir John Goulter said the Retrofit double

glazing business continued its rapid development, and

offers strong prospects for long-term, counter-cyclical

growth.

The emphasis on retrofitting double glazed win-

dows is also positive for environmental investors and

the company’s environmental credentials.

The company is paying a New Zealand fully-
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imputed final dividend of NZ 4

cents per share, making the full

year dividend NZ 7.6 cents per

share. Earnings per share were NZ

11.1 cents, so the payout ratio is 68

per cent. For non-New Zealanders,

the supplementary dividend is NZ

0.7059 cents per share.

The return on equity was good

at 13.7 per cent, and the company

also enjoys low gearing at 22.7 per

cent.

Sir John Goulter said the com-

pany is well positioned to benefit

from the significant market oppor-

tunities it sees emerging.

Looking forward, chief execu-

tive Nigel Rigby said the company

is benefiting from favourable mar-

ket conditions. New Zealand resi-

dential consents grew 11 per cent in

the year and reached 27,800. Com-

mercial construction is lumpy but

there is a significant pipeline of

projects.

“Construction activity and

building consents have recovered

to levels last seen prior to the global

financial crisis as the sector bene-

fits from record net migration, low

interest rates and a historical resi-

dential under-build. The company

sees no sign of this momentum

slowing in the immediate future,”

he said.

New Zealand already has one of the world’s highest

levels of renewable energy generation. But there is a

niche and many years of work in supplying new and ret-

rofitted windows with double glazing and performance

glass. These are an important part of Metro Glass’ glass

and window products. As a manufacturer, Metro Glass’

business model is based on customized products, short

lead times, and a broad product range. (ASX: MPP)

Big Fall for Beacon Lighting

Beacon Lighting’s shares plunged 45 cents or 27 per

cent when it said it expected its earnings (EBITDA) to

grow less than expected due to recent weak trading. The

fall was actually higher as in the weeks prior to the trad-

ing update the shares began sliding from $2.07, making

the full fall 89 cents or 43 per cent.

Beacon now expects its full year EBITDA to 30

June to be between $28.2 million and $29.2 million,

compared with $27.4 million for 2014-15. EBITDA

growth between 2013-14 and 2014-15 was 38 per cent,

so the new range is between 2.9 and 6.5 per cent. That is

a big fall for shareholders who may have been expect-

ing a lot more.

Beacon still expects sales and net profit will beat its

record breaking 2014-15 results. The upshot is that

Beacon is still growing, but not as fast, and that was

enough to severely knock its share price.

Although the company had a good start to 2015-16,

sales during the 10 weeks prior to the update did not

meet expectations. Group sales for the first 18 weeks of

the second half were 4.6 per cent ahead of the corre-

sponding period.

It said sales were softer due to the change in timing

of the Easter break which is an important home renova-
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tion period, weak consumer confidence, an increase in

clearances by lighting competitors, and reduced adver-

tising in key initiatives. (ASX: BLX)

Chinese Herbal Acquisition for
Blackmores

Blackmores has acquired Global Therapeutics Pty

Ltd, Australia’s leading provider of retail Chinese

herbal medicine formulations.

The purchase price was $23 million funded through

debt. The acquisition is expected to be earnings accre-

tive in the first full year. Sales over the last 12 months

were $20 million and earnings (EBITDA) were $3 mil-

lion.

Global Therapeutics’ brands are Fusion and Orien-

tal Botanicals. The product range is based on incorpo-

rating herbal extracts used in China for more than 2,000

years with those validated by modern science. The Fu-

sion range is sold in health food stores while Oriental

Botanicals are sold in pharmacies.

Global Therapeutics was founded in 1999 in Byron

Bay as Fusion Health by Paul Keogh, a naturopath and

medical herbalist, and Geoff Teasel, a veteran of the

natural health industry. The acquisition gives Blackmo-

res a leading position in the health food store channel.

“The acquisition of Global Therapeutics affirms

Blackmores’ position as the leading natural health com-

pany in Australia and gives us a foothold in the rapidly

growing Chinese herbal medicine market,” said Black-

mores’ chief executive, Christine Holgate. “The Black-

mores Group now has leading brands in pharmacy,

health food stores and the practitioner market.”

“Global Therapeutics will also provide us a new

product portfolio to sell through our existing distribu-

tion networks in Asia while also deepening our under-

standing of Chinese herbal medicine,” she said. “It will

bring us closer to our Chinese consumers in Australia

which will underpin our growth success internation-

ally, and it will give us further scale to boost our opera-

tional effectiveness.”

There are over 4,700 registered traditional Chinese

medicine practitioners in Australia. (ASX: BKL)

TFS Raising Oversubscribed

It is good to see someone achieving success and

making money from growing trees. 66 per cent of in-

vestors in TFS Corporation’s TFS2000 Indian Sandal-

wood Project accepted the company’s offer to buy their

allotments. The offer price of $357,985 per hectare is

expected to more than triple the invested capital of the

majority of growers on a pre-tax basis, said TFS man-

aging director Frank Wilson.

The trees acquired will be harvested this month. The

buy-back offer is the first of a series of planned planta-

tion buy-backs to acquire 221 hectares that will be har-

vested between 2016 and 2022.

TFS sent offers for about 40 hectares of Indian san-

dalwood owned by growers in the TFS2000 Project.
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The price offered was based on the book value of the

plantations at 31 December last year, the same method-

ology the company uses to value its own plantations.

Mr Wilson said the offers provided growers with a

highly attractive return, while the purchases provide

TFS with certainty about future supply to meet the in-

creasing demand from its pharmaceutical, fragrance

and Chinese and Indian wood markets.

The majority of growers in the TFS2000 Project de-

ferred their annual management fees and can expect to

generate a 3.4x return pre-tax on their investment, pro-

viding an annualized internal rate of return of 9.9 per

cent pre-tax. Growers who pre-paid their management

fees can expect to achieve a 3.2x return pre-tax and the

small number of growers who paid their annual man-

agement fees a 1.8x return pre-tax.

The next buy-back offers will soon be issued to

growers in the TFS2002 scheme, which is due for har-

vest in 2017.

The company also achieved success with its recent

share purchase plan, which was over-subscribed nearly

three times. The target was $5 million at $1.55 per share

and applications totaled $14.2 million. So the board in-

creased acceptances to $8 million. 1,460 shareholders

or 20.8 per cent of the total participated.

The proceeds add to the $60.5 million placement to

institutional investors in April. Mr Wilson said the

funds received allow the company to fund its plantation

buyback strategy. (ASX: TFC)

Tox Raising Oversubscribed

Tox Free Solutions enjoyed very strong shareholder

support for its share purchase plan, receiving applica-

tions for $18.3 million in shares when it was seeking to

raise $4 million at 2.55 per share. Rather than provide a

minimum holding, the board decided to scale back all

applications so that applicants received 21.83 per cent

of shares they applied for.

Directors Katherine Hirschfeld, Richard Allen and

Robert McKinnon each received 857 shares. Managing

director Steve Gostlow has sold 75,000 shares at $2.87,

raising $215,250 to help pay a tax bill based on the issue

of performance rights. Mr Gostlow now holds

1,250,833 Tox shares. (ASX: TOX)

Aspen Group Says No to Mill
Hill Deal

Aspen Group will not proceed with the proposal

from Mill Hill Capital to acquire its motels and has re-

verted to its earlier strategy and commenced an on-

market share buyback program.

Aspen said no agreement on the terms to acquire the

assets was reached and discussions have ended.

Aspen will buyback of up to 10 per cent of its capital

or 11,320,696 securities. Other investors also seem to

think there is value in the current prices as Colonial

First State has increased its stake from 7.6 to 8.8 per

cent, and Legg Mason Global Asset Management has

increased its holding from 6.4 to 7.7 per cent.

Aspen Group has provided distribution guidance for

the second half of 4.6 cents per security.

It will continue with its acquisition program in the

accommodation sector. It will not acquire an asset it

previously said it was in exclusive due diligence, but

the other asset remains in due diligence as does the pre-

viously announced expansion opportunity at Mandurah

Gardens Estate near Perth. (ASX: APZ)

Community Power Investment
for August

August Investments has made a small investment in

the third capital raising by Repower Shoalhaven in

NSW, picking up the last five shares for about $7,500.

Repower Shoalhaven is a non-profit association that

develops community solar projects in the Shoalhaven,

Illawarra, Southern Highlands and Eurobodalla region

of south eastern NSW.

August’s managing director, Damien Lynch, said

the community venture connects investors with local

businesses, clubs, churches and individuals, allowing

them to incorporate solar into their premises and to

have first access to the power generated. Since 2014 it

has provided solar energy for, among others, churches,

a bowling club and a community centre.

The current project is funding solar energy onto a

bakery, a dairy farm and a local business. A return of 7

per cent per annum is forecast, with capital being repaid

over a 10 year period. The Repower Three project is

now fully funded and raised its target of $143,500 in

seven days.

The Land newspaper reported that Nowra dairy

farmer Keith Anderson is looking forward to an $8,000

drop in his annual energy bill after getting a

community-funded 30kW roof-mounted solar photo-

voltaic system installed last month.

It quoted Repower Shoalhaven president Chris Coo-

per that the Anderson dairy is another business project

Repower Shoalhaven has organized along with a local

bakery and a signwriting business. He said more proj-

ects are in the pipeline, including other South Coast

dairies.

Altogether, Repower Shoalhaven has now raised
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$370,000, mostly from community investors, for seven

local solar projects. It plans to launch Repower 4 in late

2016.

Repower Shoalhaven’s first venture, Repower One,

raised $119,800 and funded Australia’s first commu-

nity investor-owned solar power system. It was a 99kW

solar project for the Shoalhaven Heads Bowling and

Recreation Club and has operated since August 2014.

Repower Two raised $54,300 for a 15kW solar sys-

tem for the Nowra City Church and a 15kW system for

the Figtree Anglican Church. It also raised $10,000

from 32 community donations to put a 9kW system on

the Kangaroo Valley Community Centre and Ambu-

lance Station. This joint project with the Kangaroo Val-

ley Lions Club opened in February 2014.

Mr Lynch said August Investments is proud to be

part of the latest Repower Shoalhaven community en-

ergy project. “It fits in perfectly with our two core ob-

jectives around environment and community. We

expect more such investments in other communities in

the near future.”

August Investments is also an investor in the com-

munity based Hepburn Wind in Victoria but has written

down the investment as it has not paid a dividend.

Hepburn Wind says its focus has been on containing

costs and paying down debt, which is now $1.1 million.

Since it started generating power it has reduced its

original debt of $3.1 million by 64 per cent.

Possible Suitor for Infigen

One of the possible reasons for the continuing climb

in Infigen Energy’s security price emerged when the

company issued a response to a media report about po-

tential interest in the company.

Infigen said it is exploring how to best participate in

the growth opportunities from the improved market en-

vironment for renewable energy, and is exploring a

range of options to maximize security holder value.

It didn’t say what the options are and whether they

include a possible takeover offer. It just said explora-

tion was at a preliminary stage and there is no certainty

it will lead to a transaction.

While “exploration of alternatives” could include

joint ventures, new investors, and access to new fi-

nance, it can also include a possible takeover and Infi-

gen did not exclude this possibility or interpretation.

The improved market conditions are the 5,000

megawatts of new generation capacity needed to meet

the Renewable Energy Target. As well as being Austra-

lia’s biggest wind energy generator with 557 mega-

watts of installed capacity, Infigen also has a

development pipeline of another over 1,000 megawatts

of projects with development approvals.

Infigen’s security price has been climbing steadily

and surely since last August when it was at a 12 month

low of 21 cents and in late May it touched a six year

high of $1.12 cents. That’s a rise of 433 per cent.

Long term shareholders are finally being rewarded

for their loyalty and patience. For many investors a key

question is whether and how much profit to take before

a deal does or doesn’t proceed. But even longer term in-
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vestors would still be underwater from the days of Infi-

gen’s listing when its securities traded as high as $2.07.

Among the investors buying is Ausbil Investment

Management which became a substantial shareholder

at 5.02 per cent. It has been buying steadily since late

March and now has 38.8 million securities. Its average

price is 69 cents.

Among the buyers and sellers is Mitsubishi-UFJ Fi-

nancial Group which has ceased to be a substantial

shareholder. However this looks to be part of a share

lending and short selling arrangement. Last year

Mitsubishi-UFJ’s interest went up through purchases

by Morgan Stanley and heavy selling was done by Mor-

gan Stanley between February and May. (ASX: IFN)

New CEO for Pacific
Environment

Despite its declining share price over the past seven

months, Pacific Environment has raised $2.15 million

in an oversubscribed placement at 9 cents per share.

The investors are new and existing institutional and

high net-worth investors. The proceeds are to fund in-

ternational expansion in key target markets for Pacific

Environment’s environmental monitoring software

EnviroSuite, for ongoing development of the software,

and for working capital, said chief executive, Peter

White.

Soon after the raising, it was announced that Mr

White was leaving the company the next day. Mr White

was CEO from April 2012 and oversaw the develop-

ment of the EnviroSuite platform into a world-leading

real-time predictive system for optimizing environ-

mental and operational management.

Executive chairman, Murray d’Almeida “Peter

leaves the company having provided tremendous input

into the Group’s turnaround early in his appointment,

the commercialization of our technology and the estab-

lishment of distribution channels, as well as the expan-

sion of consulting service offerings into the Land and

Water practice area.”

With the main focus now on increasing national and

international revenues, the company will seek a new

CEO who is experienced in leading a sales-focused in-

ternational technologies operation. Meanwhile Mr

d’Almeida and co-founder and director Robin Ormerod

will take interim leading roles.

Further changes to the executive structure will be

announced soon. (ASX: PEH)

Five Year High for Clean TeQ

Clean TeQ’s shares reached a five year high of 41

cents only weeks after a $4 million placement to two in-

stitutional investors at 21 cents per share. The capital is

to strengthen the company’s balance sheet and for more

working capital for marketing the Syerston scandium

mine project and developing the water business.

Executive chairman Sam Riggall said the new in-

vestors are high calibre institutions based in Sydney

and Hong Kong. “Both funds have the capacity to sup-

port the company with future fundraising requirements.

This raise places Clean TeQ in a strong financial posi-

tion as we continue to progress current activities in re-

spect of the completion of the Syerston feasibility

study, scandium marketing and our water business in

China,” he said.

The Syerston Scandium Project Feasibility Study is

on schedule with the results expected to be released in

June.

Clean TeQ’s water business is focused on water pu-

rification in China. Recent local laboratory trials and

field trials of Clean TeQ’s CIF process at potential cus-

tomers’ facilities were successful in meeting local wa-

ter quality regulations and economic benchmarks. Mr

Riggall said he expects to be in discussions on the con-

tractual arrangements for the first project in the next

quarter. (ASX: CLQ)

Four Year High For RedFlow

Anticipation for the release of RedFlow’s home en-

ergy storage system seems to be high as the company’s

shares touched a four year high of 60 cents when it an-

nounced a one month delay in the release of the system.

The company said the transition to complete manu-

facturing by Flex has progressed smoothly and produc-

tion has resumed on a fully outsourced basis. All issues

and feedback from in-field installations and trials have

been incorporated into the products, and Flex now en-

tirely runs the supply chain management of compo-

nents and the manufacturing. But the focus on quality

and the pilot-run analysis saw the introductory phase

run about four weeks behind schedule.

The first shipment of ZCell-ready batteries is now

expected to arrive in Australia in late July for testing

prior to commencing deliveries to installers. The devel-

opment of the ZCell outdoor battery enclosure is also

proceeding smoothly, and the Australian made enclo-

sures are expected to be delivered from mid July.

The Battery Management System (BMS) is now un-

dergoing successful field testing on live systems around

Australia. Executive chairman Simon Hackett said the
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BMS will make the sophisticated and powerful Red-

flow batteries easy to install, manage and monitor. “The

BMS is a key part of our vision of integrating our effi-

cient and effective energy storage into a wide variety of

battery energy storage systems for both homes and

businesses,” he said. (ASX: RFX)

Uncertainty for Vmoto

Vmoto’s announcement that some Chinese cities

have implemented stricter rules on the use of electric

two-wheel vehicles on the road and limited the use of

electric two-wheel vehicles in some areas appears to

have created uncertainty about Vmoto’s sales in its key

China market and helped weigh down its share price.

The shares are at a two year low of 17 cents, and have

trended downward since May last year.

Finance director Ivan Teo told Eco Investor that the

restrictions come from certain local governments in

certain cities such as Shenzhen, Zhengzhou,

Guangzhou, Tianjin. These have banned petrol motor-

cycles totally and restricted the use of electric two-

wheel and three-wheel vehicles.

All electric two-wheel vehicles need to have regis-

tration and without proper registration the electric two-

wheel vehicles cannot be used on the road and will be

confiscated, he said. Two-wheeled vehicle cannot be

used to take passengers - only one person is allowable

on a two-wheel vehicle.

Perhaps most onerous for potential buyers is that all

electric two-wheel and three-wheel vehicles cannot be

used on the road used by a car; they can only travel on a

passage specifically for two-wheel and three-wheel ve-

hicles.

If a two-wheeled vehicle is not registered but it

weighs less than 40 kilograms and its speed is less than

20 kmh, it can be temporarily used on the road.

If the two-wheeled vehicle is used to deliver goods,

the width of goods cannot extend more than 10 centi-

metres on either side of the handles, and the height of

goods cannot be more than the shoulders of the user.

Any act of disrespect to the traffic police or refusal

to cooperate with traffic police means the rider can be

detained and fined.

Vmoto’s initial announcement said that the reason

for the regulations is to encourage the use of electric

four wheeled cars. Mr Teo said “A lot of the larger car

manufacturing companies in China are state owned en-

terprises. Banning petrol motorcycles and limiting

electric bikes will push people to buy cars. Also, the

costs to manage illegal and improper use of bikes on the

street are too much for the government as the quantity

of bikes is huge and the government also wants to im-

prove the images of their respective cities.”

Unfortunately, the actions by these authorities raise

key questions for investors. As the car makers are state

owned, are they trying to limit sales of electric bikes

just to help their business? Are there many special

roads/ bike tracks for two and three wheeled vehicles?

If not it sounds like this regulation will discourage

sales. How big is the issue these cities have with the

large numbers of two wheeled bikes? What is improper

use? How are too many bikes worse than too many

cars? How long will the restrictions last, or are more cit-

ies likely to restrict two and three wheeled vehicles?
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Vmoto says the restrictions have the potential to sof-

ten sales in China and growth will be slower, but they

are not expected to have material long term effects for

Vmoto and it is marketing into other cities and prov-

inces. But clarity may not be fast in coming.

Vmoto is forecasting net profit for the year to 31 De-

cember of $1.8 million to $2 million. The 2015 net

profit from continuing operations was $3 million. After

losses from discontinued operations of $3.7 million the

net loss was $0.75 million. (ASX: VMT)

Eden Energy Raises $10 Million

Eden Energy has raised $10.35 million through

placements to two US investment funds at 23 cents per

share. It also issued one option for every two shares and

these are exercisable at 31 cents until 19 May 2019.

About US$2 million will fund the completion by

early 2017 of the expansion of the current EdenCrete

production facility at Eden Innovations’ plant in Colo-

rado. This will increase its targeted annual output to

2-2.4 million gallons of EdenCrete.

About US$3 million will fund ongoing working

capital including a detailed marketing plan.

The balance will go towards the initial expenses for

site works, design and engineering for the first stage of

the proposed large scale EdenCrete production facility

to be built in Augusta, Georgia and which is scheduled

to be in production early in 2019.

It is a big capital raising for Eden Energy, and will

significantly improve its cash position as at 31 March it

had cash of $2.5 million. The 45 million additional

shares are 3.2 per cent of Eden’s expanded issued share

capital of 1.1 billion shares.

Eden Energy has come a long way from when it was

periodically raising small amounts of capital for work-

ing capital. The large raising indicates that Eden En-

ergy is now able to win the confidence of US

institutional investors and raise substantial capital. It

will need to do this to build its planned Georgia facility.

In April the company’s share price hit a six year high of

34.5 cents. (ASX: EDE)

Slow Progress for Geodynamics

Geodynamics’ development of its agriculture based

biogas business, Quantum Power, is not going to hap-

pen quickly. Managing director and chief executive of-

ficer Christopher Murray said he estimates that two to

three leads will be converted to projects over the next

two years, due to the long gestation times for projects.

The company has also run into difficulties on exist-

ing projects. A review of Quantum Power customers

and the operation of their bioenergy plants revealed a

number of areas where the performance of the plants

could be improved. Mr Murray said the company is

now working with the customers to implement the im-

provements. “As a result we have committed to spend

up to $1.7 million, $0.7 million of which was incurred

by 31 March 2016 with the balance to be spent over the

next four months,” he said.

On the positive side, Quantum Power has signed a

non binding term sheet with a piggery for a biogas proj-

ect. Over coming months Quantum will work with the

piggery to develop a build, own, operate and maintain

(BOOM) project. Mr Murray said it is envisaged that

Quantum will construct the gas handling and power

generation aspect of the project.

Quantum Power has also progressed its Goulburn

and Mindarra Bioenergy Projects that are now in the

planning and approvals stage. These are also BOOM

projects. However, the responses to its tender for the

Southern Meats project at Goulburn indicate the costs

are higher than first budgeted. The company is investi-

gating ways to reduce the capital cost and to secure

funding for the projects, including government grants

and loan programs. Mr Murray said if all goes well,

construction could begin in the September quarter.

Quantum Power’s third project, Queensland Pig-

gery, is nearing final commissioning.

“We are working on a number of build-own-

operate-maintain development opportunities in the ag-

ribusiness sector and remain confident in the viability

of these projects,” he said.

Geodynamics expects to have the remediation pro-

gram for its Cooper Basin geothermal infrastructure

materially completed by 30 June. It plans to exit its geo-

thermal energy interests in the Solomon Islands and

Vanuatu in the same time frame. (ASX: GDY)

Phoslock Raises $2.7 Million

Phoslock has used its recent good news and rising

share price to raise $2.72 million in a placement that it

said was heavily oversubscribed. The placement was to

30 Australian and overseas institutions and high net

worth investors at 7 cents per share. A share purchase

plan will be offered at the same price. The new equity is

for working capital for the company’s expansion in

China and to substantially reduce debt. In more good

news for shareholders, the company said that by 30

June it will be debt free and all convertible notes will be

either fully repaid or converted into PHK shares. (ASX:

PHK)
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Capital Raising for Kalina
Technology

Kalina Power is raising $5 million in the next step to

recapitalize and rejuvenate the company. The capital is

to strengthen its balance sheet and help it implement its

business plan to commercialize its Kalina Cycle tech-

nology that uses waste heat from large industrial plants

to produce more energy efficient and less greenhouse

gas emitting power.

While it sounds like the sort of technology that

should find a ready market in these carbon constrained

times, some technologies take a lot of time and a lot of

money to commercialize; and after 30 years and $125

million the Kalina Cycle is well in that camp. The tech-

nology was invented by Alexander Kalina and an early

related US patent application was filed in 1979. Since

then and many patents later 15 power plants have been

developed around the world. But the commercializa-

tion path has been far from smooth.

In the early 1990s the commercialization vehicle

was US company Exergy Inc, which was formed by Dr

Kalina and in which then ASX listed Cape Range held a

15 per cent interest. In 2002 ASX listed Wasabi Energy

made small loans to Exergy and by 2006 it had to im-

pair $2 million in loans and interest. In 2005 Wasabi

also acquired a 46 per cent stake in Exergy for US$0.4

million, and in 2011 it moved to full ownership.

But in 2014 a major restructure and recapitalization

all but wiped out the existing shareholders with a 1 for

860 share consolidation. Wasabi Energy became En-

hanced Systems Technologies and after writedowns

made a loss of $31 million. The restructure continued

and last year among other moves the company changed

its name to Kalina Power, appointed new executive di-

rectors and management, simplified its structure and

balance sheet, and set a new and cleaner path to com-

mercialization.

This capital raising is the next step. But after such a

dramatic history, investors will be asking what posi-

tives the company has and if this capital raising will be

different. Fortunately, there are reasons for hope.

A key one is the technology. The Kalina Cycle is

used with a modified steam Rankine Cycle configura-

tion and, depending on the application, it is promoted as

10 to 50 per cent more efficient than Rankine Cycle and

20 to 40 per cent more efficient than Organic Rankine

Cycle plants.

It has other benefits too. It uses an ammonia-water

mixture as a working fluid. This can boil at different

temperatures and its greatest efficiency is at low heat

ranges below 260oC. The fluid improves a system’s

thermodynamic efficiency and provides more operat-

ing flexibility. The ammonia is not ozone depleting, nor

explosive, and is in wide use around the world.

Environmentally, the waste to heat power can make

a useful energy efficiency gain. For example, a 4 mega-

watt plant that displaces coal fired electricity can offset

upwards of 19,000 tonnes per year of carbon dioxide.

Another reason for hope is that the new directors -

Ross MacLachlan, Tim Horgan and Jeffry Myers - look

very experienced.

Mr MacLachlan is an executive director and chief

executive officer. He has over 30 years of experience as

an energy industry executive and venture capital inves-

tor including in technology development and commer-

cialization, corporate finance and waste to heat

projects.

Tim Horgan, also an executive director, has 20 years

of experience as a corporate lawyer and business execu-

tive in Europe, Africa, Asia and Australia, and as a

founder, director and advisor to mining and energy

companies.

Jeffry Myers, who will join the board as a non-

executive director, has 30 years of experience in the en-

ergy sector including the development, financing, exe-

cution and operations of over three gigawatts of mid to

large power projects.

Some serious technology commercialization ability

and power plant development ability are what the Ka-

lina technology has always needed, and the new direc-

tors look to be as experienced and to have as long a

track record as investors could ask for.

Messrs MacLachlan and Horgan came on board last

year and the appointment of Mr Myers will be effective

when the capital raising is completed.

Another plus is that the waste heat market is huge -

cement, glass, petrochemical, steel and thermal power

plants among them. On the renewable energy side, the

technology can be used with geothermal, ocean thermal

and solar thermal plants.

The 15 plants around the world that use the technol-

ogy include petrochemical, steel and geothermal plants.

Kalina says these have proven the reliability of the

technology over a long period of time, and give the

company experience across the whole project cycle of

engineering, design, procurement and construction.

Kalina Cycle plants take at least four to six months

of planning and 12 to 18 months to build, and Kalina

Power says the capital costs and operating costs for its

plants are competitive.

Mr MacLachlan told Eco Investor that growing the
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business is about revenue and achieving scale, and so

another change is in the company’s business model. In

the past the company licenced its technology and the li-

censee may or may not have used Kalina’s engineering

team. Under Mr MacLachlan, Kalina is taking a much

more active role, better selecting projects and ensuring

that projects have proper plans and engineering part-

ners. To do this Kalina is developing its relationships

and partnering with major international engineering

firms that have the capability to deliver projects for its

clients.

For example, its partner in Japan has built three Ka-

lina projects over eight to twelve years and wants to do

new projects in Indonesia and Philippines. In China, its

partner Sinopec Engineering has the capability to

rollout projects for other Kalina clients.

Kalina’s own engineering team will grow from

seven to eleven or twelve and comprise top level pro-

fessionals who can oversee projects.

Likewise on the finance side, as Kalina is a small

company the new business model is to use clients’ and

other people’s money to fund projects. This commer-

cialization strategy means Kalina can provide turnkey

licensing without assuming the risks of developing its

own power plants, and can deliver projects to clients

without needing substantial capital.

As well as annual royalties from licensing Kalina

Cycle projects, revenue will come from turnkey fees,

engineering and design services, and upfront fees.

Kalina’s directors believe the big opportunity is in

China, where a 16 per cent energy efficiency gain is

mandated for large industrial plants. Kalina Power is

working with Chinese company China Petroleum &

Chemical Corp (Sinopec), which is investing in tech-

nologies including the Kalina Cycle to achieve the tar-

get. Kalina Power is restructuring the commercial

terms and management for the construction of the 4

MW Hainan project at Sinopec’s petrochemical plant at

Hainan Island.

Hainan is Kalina’s main project and directors be-

lieve that success with Sinopec will be a company mak-

ing event. On completion of the works Kalina expects

to receive $500,000 in engineering fees. Sinopec has in-

dicated that successful completion of Hainan will lead

to a further 100 plants, and Kalina anticipates that on

future plants it will earn a US$1 million royalty and

$500,000 in engineering fees.

But a research report by Independent Investment

Research says that if additional projects are not

awarded, Kalina’s near term revenue prospects will be

significantly impaired.

So the Hainan project is also key to the company’s

near term growth and cashflow. Formal documentation

with Sinopec is expected soon. Mr MacLachlan said the

project is 80 per cent complete and directors are confi-

dent it can be completed in the September quarter.

If all goes well the engineering team will be self-

financing within months based on the Hainan plants

and development of two other near term projects. Di-

rectors anticipate becoming cash flow positive against

all corporate costs within 18 months.

There are opportunities outside China where similar

government initiatives and commercial demand drivers

are in place. In Japan Kalina has submitted a design

proposal for a 0.5 MW plant on a large hot spring and

this is supported by a local conglomerate and the Japa-

nese government. Kalina Power estimates 29,000 MW

of generating capacity will be installed in Asia between

2014-2021 that is suitable for use with the Kalina Cy-

cle.

Kalina is also active on business development in the

USA, Germany, Central America, Iceland and Turkey

and it anticipates being able to announce further com-
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pany transformative projects in the coming year. The

prospectus says the company is also looking at the oil

sands sector in western Canada, where the oil sand op-

erators want to reduce their emissions and energy con-

sumption. But the sector is controversial.

Overall, much hangs off the capital raising. Chair-

man John Byrne said the raising is underwritten up to

$3.4 million and the directors expect the offer to raise

$5 million. But the underwriting is conditional on $5

million being raised. If that is not done, there is material

uncertainty about whether the company will be able to

continue as a going concern.

This was disclosed as the $2.5 million of the under-

writing is through a convertible note from major share-

holder, Harrington Global. The note requires Kalina to

raise another $2.5 million for conversion otherwise it

converts to a loan due in January 2017. Mr MacLachlan

said directors are confident of raising the $5 million but

if there is a shortfall there are options to raise the addi-

tional sums including placements.

If all goes well, the $5 million will be used to repay

$2.5 million to Harrington. Another $1 million will be

invested in subsidiary New Energy Asia, and $1.1 mil-

lion will help to give Kalina working capital of around

$3.5 million.

The one for two entitlement offer is at 7.5 cents per

share. For every two new shares, investors will get an

option exercisable at 7.5 cents by June 2017. The offer

closes on 9 June. Kalina is a micro cap. If the offer is

successful, net assets will only rise from $4.7 to $8.6

million.

Looking forward, key milestones over the next 12

months will be restructuring the contract for the com-

pletion of the Sinopec Hainan plant, appointing indus-

try leading directors and recruiting more key personnel,

negotiations with engineering, procurement and con-

struction partners, agreements to roll-out additional

plants in China and securing finance for these, and win-

ning project funding for other international projects.

The prospectus says there is a risk that another capi-

tal raising may be needed but the directors said that

while it is a risk factor it is not anticipated. They expect

to be able to raise capital at the project level and will

source debt and government grants as required. There

would need to be either a significant adverse event such

as fewer projects or project delays, or a significant posi-

tive event such as many additional projects for the com-

pany to contemplate an additional capital raising.

Mr MacLachlan said he took on the job as he be-

lieves Kalina Power is a big opportunity and can grow

to significant scale. The company now has a clear plan

to achieve that. Meanwhile Kalina Power is a pre-

revenue business that will be speculative for some time

to come. So investors can expect some share price pres-

sure if there are delays in meeting milestones. (ASX:

KPO)

Bigger Galaxy After Merger
Offer

Galaxy Resources and General Mining have entered

into an agreement to merge. If successful it will create

Australia’s second largest lithium miner by market

capitalization after Orocobre. The boards of Galaxy

and General Mining unanimously support the agree-

ment.

General Mining is the operator of Galaxy’s Mt Cat-

tlin lithium mine in southern Western Australia. The

companies say the merger will create a diversified

global lithium company with a large portfolio of hard

rock and brine based lithium assets in several countries

- the Mt Cattlin hard rock lithium mine in WA, the Sal

de Vida brine development project in Argentina, and

the James Bay hard rock project in Quebec, Canada.

The combined entity will have a stronger financial

position and stronger pro-forma balance sheet plus a

growing cash flow to support project expansion and de-

velopment. The combined pro-forma market capitaliza-

tion would be over $700 million, which they say has the

potential for a market re-rating of the stock.

The merger needs 90 per cent acceptances. Galaxy

already has 1.92 per cent of General Mining. Another

4.94 per cent of General Mining shares have entered

into pre-bid acceptance agreements, and other share-

holders associated with chairman Michael Fotios repre-

senting another 10.56 per cent of shares have said they

intend to accept the offer if there is no superior pro-

posal.

The deal is for Galaxy to acquire all of the General

Mining shares it does not already own via a scrip based

off-market takeover offer. General Mining sharehold-

ers will receive 1.65 new Galaxy shares for every 1

General Mining share. Based on Galaxy’s share price

of 39.5 cents, this is a premium of 9.4 per cent and 13.5

per cent on General Mining’s recent 10-day and 20-day

volume weighted average prices. The deal value sGen-

eral Mining at $216 million.

The market liked the deal, as after the announce-

ment Galaxy’s share shot up to a five year high of 52

cents and General Mining’s shares also rose strongly to

an all time high.

The proposal comes as production of spodumene

and tantalum is recommencing at Mt Cattlin, which will

generate significant and growing cash flow. The deliv-

ery of the first production of spodumene to contracted
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buyers is due in the Septem-

ber quarter.

The companies say they

are positioned to be a major

supplier of high quality lith-

ium, servicing the high-

growth demand from energy

storage including long life

lithium-ion batteries for

electric vehicles, domestic

and commercial power stor-

age, consumer electronics

and power tools.

Martin Rowley, chair-

man of Galaxy, will remain

as chairman and Anthony

Tse, managing director of

Galaxy will remain as man-

aging director. Michael Fo-

tios, executive chairman of

General Mining, will be of-

fered a directorship on the

board. New directors with

international technical and

financial experience are

likely to be added.

Mr Rowley said the

merger proposal makes

sound strategic sense and

gives the shareholders of

both Galaxy and General

Mining the opportunity to

participate in the upside of a

merged lithium company of

global significance.

Mr Fotios said “General Mining and Galaxy are an

excellent and natural fit, given existing joint venture

owned assets, complementary project development and

operational expertise, as well as aligned, success driven

cultures.”

General Mining will become a wholly-owned sub-

sidiary of Galaxy, with Galaxy and General Mining

shareholders holding 71 per cent and 29 per cent re-

spectively of the enlarged Galaxy.

The offer is expected to open in June and close in the

September quarter.

General Mining Corporation’s primary assets are

the right to earn 50 per cent of the Mt Cattlin spodu-

mene project and an option to earn 50 per cent of the

James Bay spodumene exploration project in Quebec.

It also holds a range of gold exploration tenements in

the Murchison region of WA.

On this basis, the merger would not have an adverse

effect on Galaxy’s environmental credentials. While

the gold exploration assets would dilute its focus on

lithium, these would be environmentally neutral, as are

its tantalum assets and production.

Operationally, the final offtake agreement for Mt

Cattlin has been signed between General Mining, Mit-

subishi Corporation and the Chinese customer who will

take 60,000 tonnes of spodumene concentrate at

US$600 per tonne for 2016, and 120,000 tonnes in

2017 subject to final pricing to be agreed in the Decem-

ber quarter this year.

A US$9 million pre-payment was received by Gen-

eral Mining on behalf of the joint venture with Galaxy.

Mt Cattlin’s operations are now fully funded through to

production, said the partners, and Mt Cattlin is now the

second largest producing hard rock lithium mine in the

world. (ASX: GXY)
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New Wastewater Treatment
Listing

In a sign of the changing times, the number of clean-

tech IPOs and backdoor listings seems to have picked

up in pace with a recent one being the back door listing

of Israeli water technology company Emefcy Group

Ltd.

Emefcy was for many years a languishing penny

dreadful called Savcor Group Ltd and in March last

year it emerged from a deed of company arrangement

and looked to cleantech for a new start. Last December

Savcor acquired Emefcy in a reverse takeover that in-

cluded raising $13.8 million at 20 cents per share.

Emefcy is commercializing a commercially-proven

wastewater treatment solution that has the potential to

disrupt existing markets and address the growing global

need for clean water, says executive chairman, Richard

Irving.

Its technology, called SABRE for Spiral Aerobic

Biofilm Reactor, is a modular and decentralized waste-

water treatment solution that uses 90 per cent less en-

ergy than conventional technology. It also has a

relatively low capital cost and low maintenance. Being

modular, it is said to be ideal for neighbourhood, resort,

remote and off-grid locations.

Twelve month field trials were completed late last

year and the first commercial sale was to the Ha-Yogev

municipality in Israel. Ha-Yogev is a rural community

with an extensive wastewater treatment plant that pro-

cesses domestic and cowshed wastewater. The commu-

nity would like to use the effluent for nearby irrigation

but the high ammonium concentration in the treated

water is far above the allowed limits.

Emefcy’s SABRE modules remove excess ammo-

nia to comply with local requirements and so improve

the quality of the treated water. The projected size of

this phase of the project is about US$576,000 of which

the expected revenue for Emefcy is US$274,000 in

2016. The installation of the modules and revenue are

said to be imminent.

The company won a tender for St Thomas, US Vir-

gin Islands that will treat 95,000 litres per day and has a

value to Emefcy of $240,000. The low energy system

should be commissioned by the end of 2016

The company says it has a pipeline of 39 potential

projects estimated at $15 million in China, Australia

and other places including a sale of water opportunity.

Also under development are new models, the

SABRE2 and SUBRE, with higher capacity and suit-

able for wider markets. Another technology under de-

velopment is the EBR or Electrogenic Bioreactor. This

is based on microbial fuel cell technology. It can re-

move biological contamination and will harvest elec-

tricity from highly-loaded industrial wastewater that is

costly to treat. The harvested energy has the potential to

offset treatment costs.

Emefcy’s vision is to be a market leader in

resource-efficient and energy-positive wastewater

treatment in its targeted segments of municipal and in-

dustrial wastewater. Its commercialization strategy in-

cludes exploring other large markets such as China, and

refining its water as a service which could turn the com-

pany into a mini-utility with annuity-style income

streams.

Commercialization should be assisted by the com-

position of the board, which has technology venture

capitalists, industry experts and capital market advis-

ers, and by recent appointments to strengthen manage-

ment, said Mr Irving.

On the financial side, Emefcy is a pre-revenue busi-

ness but for the year to 31 December it earned interest

income of $1.1 million as it had cash of $8.4 million, to-

tal assets of $12 million and net assets of $9.3 million.

Its consolidated after tax loss was US$9 million.

The loss includes the reverse takeover purchase cost

for Emefcy Limited (Israel) of US$8 million. A non-

cash cost of US$6 million was for the issue of

42,671,357 shares at US 14.24 cents (20 cents) each.

The cash cost was US$2 million. US$1 million was

paid at 31 December and another US$1 million is a li-

ability.

The results include 13 days for Emefcy Group Ltd in

2015 and the full year operating losses for Emefcy

Limited (Israel) in 2015.

Mr Irving said the company is on track or ahead of

plan to achieve its revenue, sales and market goals.

(ASX: EMC)
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First Vanadium Battery Sale

Australian Vanadium has promoted its chief execu-

tive officer, Vincent Algar, to managing director, while

chairman Brian Davis has retired from the position and

as a non-executive director. Brenton Lewis is now

non-executive chairman. The promotion of Mr Algar to

the board reflects his strong contribution to implement-

ing the company’s vertical integration strategy for va-

nadium since being appointed chief executive in

November 2014. Mr Davis, given his geological exper-

tise, will continue as a technical consultant to the com-

pany.

The changes come as Australian Vanadium’s sub-

sidiary, VSUN Pty Ltd, concludes its first sale of a Cell-

Cube vanadium battery, the first commercial vanadium

flow battery to be commissioned in Western Australia.

The GILDEMEISTER CellCube FB 10-100 battery

will be installed at a Busselton agricultural property

along with a 15 kW solar PV installation. The CellCube

is being prepared at the GILDEMEISTER plant in Vi-

enna, and will be shipped to Fremantle and transported

by road to the Busselton site.

The client has a commercial laundry and an irrigated

native tree nursery. It is also planning additional resi-

dential and commercial developments that will increase

the amount of power needed.

The CellCube can deliver up to 10 kW of power and

has a storage capacity of 100 kWh. This is enough to

provide up to 10 hours of renewable power, which will

be supplied from the solar PV system and if needed

from the grid in off-peak hours. The client is expecting

to be up to 90 per cent self-sufficient for power.

The project value of the CellCube battery and solar

PV system is $164,000. This amount has been con-

tracted to the client via a power purchase agreement

with a lease-to-buy component.

Mr Algar said “Seeing is believing and the installed

CellCube FB 10-100 will allow VSUN to showcase the

benefits of large battery storage devices to commercial

customers.” VSUN has been operating since April this

year and already has 22 project leads for potential Cell-

Cube systems. It is now expanding its sales and techni-

cal team.

VSUN has a distribution agreement with

GILDEMEISTER energy storage GmbH, which it says

is the international leader in Vanadium Redox Flow

Battery (VRB) systems. The CellCube product range

includes 10 kW, 20 kW, 30 kW and 200 kW systems

that can store between 40 kWh and 1,600 kWh in a

modular plug-and-play container sized design. The sys-

tems are suitable for commercial and grid-scale appli-

cations. (ASX: AVL)

Aboriginal Projects for
Carnegie Subsidiary

Carnegie Wave Energy’s 35 per cent subsidiary Al-

liance Partner Energy Made Clean (EMC) is to expand

into the northern WA market to capitalize on the grow-

ing need for reliable off-grid energy for people living

and working in remote areas. EMC has entered a part-

nership deal with the Aboriginal group Eastern Guruma

that will see Eastern Guruma acquire 50 per cent of the

EMC subsidiary, EMC Kimberley Pty Ltd.

EMC Kimberley’s innovative energy solutions will

include renewable energy technologies and stand-alone

power systems for reliable, cost effective and low

maintenance services. Eastern Guruma will appoint a

director to the EMC Kimberley Board, and EMC Kim-

berley will open an office and workshop in Broome to

establish the local energy needs and employ local con-

tractors to install and monitor energy systems.

EMC managing director, John Davidson said East-

ern Guruma has a track record of successful renewable

energy projects in the Kimberley. “We are confident we

can supply a range of energy solutions to meet house-

hold, industry, government and community needs

throughout the Kimberley region.”

Solutions will include contract engineering serv-

ices, smart meters, remote monitoring, industrial en-

ergy efficiency and designing and installing renewable

energy technologies such as wind, solar, geothermal,

heat pumps, water pumping, and stand-alone power

systems.

Eastern Guruma is an Aboriginal group with tradi-

tional land around Tom Price in the Pilbara region.

Eastern Guruma Pty Ltd was founded in 2004 and is

one the most successful Aboriginal business in the WA

mining industry. It provides civil, mining, facilities

management and landscaping services to some of Aus-

tralia’s largest iron ore miners. (ASX: CWE)

EnviroMission Suspended

The ASX has suspended trading in EnviroMission’s

shares following its request for more information on a

number of ASX announcements over the past 18

months where EnviroMission said it would soon be in

receipt of substantial capital to develop its solar tower

technology, but such funds have so far not been re-

ceived.

EnviroMission replied that Japan based fund

manager, Valentia Co Ltd, said the funding

preparations for its US$15 million investment in
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EnviroMission are complete and the transfer to

EnviroMission are ‘scheduled for this coming week'. It

also said that Valentia chairman, Takeshi Ono,

apologized for the regrettable delay in the funds

transfer and Valentia does not ‘foresee any problems

whatsoever' in executing the ‘investments in

EnviroMission', and it ‘remains fully committed to

ensuring the investment is successfully completed'.

The ASX will lift the suspension when the Valentia

investment is received. (ASX: EVM)

Project Completion for AnaeCo

Investors knew it would come one day and now it

has - AnaeCo has completed its first waste management

project, the WMRC plant in Perth, and handed over the

plant to Brockwaste. Handover was on 29 April and by

6 May the AnaeCo-Monadelphous joint venture com-

missioning team had fully demobilized.

AnaeCo remains connected to the WMRC Project

through the technology licence granted to Brockwaste,

which has a duration of the lifetime of the facility. Un-

der the terms of the licence, Brockwaste has rights to

use the technology at the site, and AnaeCo will provide

technical support as required.

It seems most unfair that after so many years An-

aeCo should have come this far and finished the inno-

vative project with its shares at 0.1 cent, the lowest

shares can go. The company has just under $2 million in

the bank and negative equity. The date for it to repay

Monadelphous’ $13 million funding facility was re-

cently extended to 30 June. This may be converted to

equity. In a way it almost seems like starting again as

AnaeCo now works to survive, win new projects, earn

revenue and build a business. (ASX: ANQ)
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Early Cashflow for Genex Power

Genex Power anticipates generating cashflow from its Kidston Solar PV Project from 2017, putting it two years

ahead of its flagship Kidston Pumped Storage Project on the same site from which it anticipates generating revenue

from 2019. The company has taken two steps forward in the solar project, signing an agreement with Ergon Energy

to connect the project to the national grid via Ergon’s nearby substation, and appointing Societe Generale as sole

lead arranger and financial adviser for the debt financing of the project. Genex’s share price responded and rose to

22 cents, one cent below its post IPO high. (ASX: GNX)



Lithium Australia Earns Lithium
Share

Lithium Australia NL has earned a 25 per cent share

of the Electra Joint Venture that is exploring and devel-

oping the giant Sonora lithium clay deposit in Mexico.

Its partner is Alix Resources (TSX: AIX).

The partners say there are challenges in bringing the

low-grade deposits into production, and that the key to

commercialization is in low energy process flowsheets

and the potential to beneficiate the ore to improve its

properties. The lithium clay deposits are “a significant

challenge that will need the best available technology”

to commercialize. The adoption of mineral separation

technology from other industries may allow the produc-

tion of a beneficiated product to reduce capital and op-

erating costs, they said.

Lithium Australia has developed the versatile

Sileach process that can recover lithium from any sili-

cate minerals. Managing director, Adrian Griffin, said

“We strongly believe we can develop a processing

strategy to enhance the commercial opportunity pro-

vided by processing lithium clays.”

The company has decided to divest its five graphite

projects in WA and focus on lithium.

The WA Department of Mines and Petroleum has

given Lithium Australia approval for initial preparatory

site works at its Ravensthorpe project, west of

Esperance. This is a forerunner to approvals it is

awaiting for its first drill program for Ravensthorpe.

The exploration licence is 10 kilometres west of the Mt

Cattlin lithium mine owned by Galaxy Resources.

Lithium Australia said it has previously had

outstanding exploration success in the region, and the

Ravensthorpe project hosts abundant lithium

pegmatites. (ASX: LIT)

Nutraceutical Deal for
Algae.Tec

Algae. Tec will start to get some much-needed reve-

nue with an exclusive supply agreement with Gencor, a

worldwide supplier of health supplements. The supply

agreement gives Gencor the exclusive rights to buy all

of the algae oil and powders produced by the Algae.Tec

plant in Cummings, Georgia, for nutraceutical applica-

tions.

The agreement follows testing by Gencor on the

quality and properties of Algae.Tec’s algae oil and

powder. Algae. Tec’s plant can produce about 50 ton-

nes per year of high value algae for Gencor and the nu-

traceutical market. The company is now working to

increase this capacity to around 1,000 tonnes per year.

At this level the revenue would be over $50 million per

year, it said.

Algae. Tec’s managing director, Peter Hatfull said

this first supply agreement with a world leader in the

nutraceutical market is testament to the quality of the

company’s technology and product and is a significant

acknowledgement of the commerciality of Algae.Tec’s

products.

The managing director of Gencor Pacific, R.V.

Venkatesh said Algae.Tec is among the world’s leading

algae technology companies and Glencor will develop

new products and markets with the company.

The global market for algae-based nutraceutical

products is over 21,000 tonnes per annum and worth

about $1.3 billion. Its growth rate is from 6 to over 20

per cent per annum. (ASX: AEB)

Australia’s Largest Bioenergy
Project

Renewable Developments Australia Pty Ltd (RDA)

is aiming to build Australia’s largest bioenergy plant

and use waste biomass as one of its feedstocks. The

Australian Renewable Energy Agency (ARENA) has

provided $3 million towards the project including the

business case which should be completed by Novem-

ber. The $800 million renewable biofuel project will be

at Pentland, near Charters Towers in North

Queensland.

ARENA chief executive, Ivor Frischknecht said the

ambitious project has the potential to be a landmark in

the development of Australia’s bioenergy industry.

“The plant is designed to produce up to 350 million li-

tres of fuel grade bioethanol per annum, which would

increase Australia’s production by 80 per cent. The fuel

is earmarked for sale under a proposed off-take agree-

ment with a global agriculture and energy corporation

and export through the Port of Townsville,” he said.

“Importantly, the anticipated fuel price could be

competitive with petrol, making ethanol a much more

viable long-term renewable fuel.”

The funding from ARENA will support growing

and irrigation trials, due diligence for the financial

close, and preliminary work for the procurement of en-

gineering and construction services.

Mr Frischknecht said “RDA will identify technical,

financial and regulatory developmental roadblocks af-

fecting projects of this scale and type.”

If all goes well the project will create 500 jobs dur-

ing construction and up to 200 permanent positions.
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Renewable Developments Australia was founded in

2004 to focus on delivering renewable energy projects.

At the Pentland Bio-Energy Project the company will

own the entire process from the planting of feedstock to

putting the ethanol onto ships at Townsville. Global po-

sitioning systems, drone and Normalised Difference

Vegetation Index technology will be used for planting,

monitoring and harvesting across 19,000 hectares.

The Super Sweet Sorghum it plans to use as feed-

stock can grow to 4 metres in 12 weeks and can produce

triple the biomass per year compared to sugar cane.

The project will utilize a traditional first generation

ethanol process and then use the bagasse for additional

ethanol via an innovative second generation process.

RDA says this will double the ethanol output without

increasing the biomass.

Mr Frischknecht said the plant will be self suffi-

cient, renewable and independent of the grid. “A ‘li-

gnin’ by-product would fuel a purpose-built 32

megawatt co-generation power plant, with excess lig-

nin sold as biofuel pellets. This approach would mean

nothing is wasted and add to the plant’s commercial vi-

ability,” he said.

RDA said it is aiming to make the Pentland Project

the lowest cost ethanol producer in the world. “This

will firmly place Australia on the map as a biofuel pro-

ducer as the project can be repeated where there is suit-

able land available using this ‘cookie cutter’ model.”

Bioenergy Australia welcomed the news. Chief ex-

ecutive, Dr Stephen Schuck, said ARENA’s support is

the latest in a series of welcome developments on proj-

ect finance and that early stage finance is increasingly

more accessible to the bioenergy sector.

Dr Schuck said “Commercial viability is always a

key area of concern with such investments but the com-

bination of ethanol, co-generation from waste lignin

and pellet production – a multi product approach – was

clearly what had led to the success of many plants over-

seas. International experience has shown that success-

ful enterprises are those that have gone beyond the

production of only power. Combining the production of

fuel with electricity and biomaterials works to ensure

the economics are favorable.”

Dr Schuck said Australia has a skilled workforce

with several leading universities playing a key role in

bioenergy research and development, and the country

will benefit from the economic growth of regional Aus-

tralia through utilizing our significant biomass re-

sources. “These are key factors in the future

development of the sector and Australia.”

“This kind of funding support from ARENA can

only be a good thing. Establishing a solid business case

is a key step in demonstrating that an investment in bio-

energy is not as risky as it was once considered. It’s also

important to recognize the strong need for a consistent

policy approach on bioenergy. At the end of the day,

it’s the availability of finance and a consistent policy

that will deliver market confidence and turn Australia’s

bioenergy potential into a future reality … a biofuture,”

said Dr Schuck.

However, ARENA’s support also highlights the

short-sightedness of the Government’s recent move to

end grant funding by ARENA. Not only will the move

slow the development of the bioenergy sector, in which

Australia has everything but the brainpower to grow the

sector into a major industry, but it also hurts regional

Australia, which the Coalition says it supports.

Perhaps the Coalition thinks it can find another way

to channel grants to bioenergy and regional Australia,

while ending grant funding for solar and other renew-

able energies. If that happens it will be guilty of picking

winners and working contrary to Malcolm Turnbull’s

assertion when he became prime minister that his gov-

ernment is “a supporter of innovation in all things”.

GE Buys Daintree Networks

Daintree Networks, an Australian start-up with

building automation and energy efficiency solutions,

has been acquired by US giant, GE.

The acquisition is by Current, an energy start-up

within GE. Current utilizes GE’s LED and onsite power

businesses and the GE Predix platform to deliver a cost

effective energy management platform for clients. The

Predix platform can securely connect third party de-

vices and assets to the Industrial Internet.

The acquisition of Daintree Networks will enable

Current to transform buildings from being idle to being

intelligent, it said.

Daintree Networks has market leading smart solu-

tions for commercial buildings and Enterprise Internet

of Things (E-IoT) applications. Its ControlScope is a

networked wireless solution for lighting and building

control, monitoring, and optimization. It reduces en-

ergy and operating costs, improves the occupant expe-

rience, increases productivity and can manage a large

portfolio of buildings. It can also be a platform for third

party applications in asset management and space plan-

ning.

The companies said their joint solution links data

from lighting and HVAC systems directly to Predix and

allows customers to analyze their energy consumption

and identify data patterns to increase efficiency, lower

their energy use and reduce their environmental foot-

print. This will make wireless enterprise Industrial
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Internet solutions for energy management and intelli-

gent environment applications faster, easier and more

affordable.

“By combining Daintree’s open-standard control

and sensing technology with GE’s Predix platform,

Current’s building automation platform and its

energy-as-a-service offerings, we’ll deliver the indus-

try’s first next-generation, scalable cloud-based energy

management and facilities optimization platform for

every building type and size,” said Maryrose Sylvester,

president and chief executive of Current.

This means the combined offer will also bring the

benefits of building automation systems to small to

mid-sized buildings. GE said that 90 per cent of the

world’s small to mid-sized buildings do not have build-

ing automation systems. GE’s access to global markets

is expected to boost the growth and adoption of Dain-

tree’s Australian-made technologies.

From its Australian beginnings, Daintree is now

headquartered in Silicon Valley and services Fortune

500 and mid-size enterprises across North America

which use its technology to manage over one million

lights, thermostats, and sensors in office, retail and in-

dustrial buildings. This delivers monthly lighting and

HVAC energy cost savings of up to 60 per cent.

“Daintree Networks is a great example of Australian

technology innovation at the heart of the Industrial

Internet,” said Geoff Culbert, president and chief ex-

ecutive of GE Australia & NZ.

Eco Investor first wrote about Daintree Networks in

April 2010 when it received a $9 million (US$8 mil-

lion) investment from Lend Lease Ventures.

Unfortunately, neither GE nor Daintree gave any

financial details about the acquisition.
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