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Are Tesla’s Shares As Good As
the Car?

By Victor Bivell

Electric cars are coming, hopefully big time, so it

was great to learn that the first Tesla electric cars are in

Australia and on sale. Given the chance to drive one,

Eco Investor couldn’t say no. Not only am I keenly

awaiting the electric car era, it also seemed like a good

excuse to take the shares for a test run as well. I couldn’t

help think of that ancient TV ad where the man liked the

shaver so much he bought the company. So how good is

the car, and does it give you confidence to buy the

shares?

Let’s start with some first impressions.

I receive an email from California asking if I’d like

to test drive the Tesla Roadster sports car, “the most ad-

vanced EV on the global market today”. I’m not a petrol

head, nor an electro head, but for proactive marketing

and making the company look like it wants to get some-

where, it’s a great start.

The car looks like an expensive sports car. Stylish,

open top, even mid-life-crisis red, though I saw a grey

one as well. They sell for between $222,995 and

$260,535 and they look the part.

It was smaller than I expected. But it’s a two seater,

not a family car. And it’s electric so they’ve kept the

weight down. It weighs 1,235 kilograms, but the na-

tional sales manager, Jay McCormack, tells me there

are comparable petrol sports cars a hundred or so kilo-

grams heavier. So it’s in its league.

The engine and gear box unit is much, much smaller

than I expected. It’s nothing like a big heavy petrol en-

gine with wires everywhere. It’s small and simple and

the only cable I saw was to connect the electricity. Jay

tells me there are only four moving parts as opposed to

about a thousand for a combustion engine. In this case,

small is beautiful.

The workshop is spotless. Nothing like the old car

garages with the spread and smell of oil and dirty tools

everywhere. It’s more like a high-tech lab, clean and

sparse, with the occasional nerdy looking machine.

This could turn mechanics into semi-glamourous auto-

electro-techno-engineers.

The battery is big, nearly the width of the car, but

hidden neatly behind the seats. And it does the job.

Three driving modes can give up to 394 kilometres.

That’s plenty for city and one day country driving.

The battery stores 56 kWh, which is also enough to

run the average home for three or four days. It can be re-

charged for 160,000 kilometres, which is heaps, and

even then it only loses 30 per cent of its capacity and the

weaker cells can be replaced.

Jay tells me another alternative would be to buy a

new battery and use the old battery to store solar or off-

peak electricity to run your house. That’s an idea worth

thinking about.

Recharging looks easy. There are three ways, each

with its own cable. The fat cable needs a special board

on the wall but will recharge the battery in three hours.

The medium cable has a more common wall fitting

found in some motels and caravan parks and takes six

hours. The onboard everyday plug-into-the-wall-socket

plug takes overnight for a full recharge. For city driving

most recharges would be just top ups.
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You can’t tell when it has started. No noise. No

warming up, revving or spluttering. You put in the key,

select a driving mode such as for distance or speed,

press the D for drive button, and you can start moving.

The first time I missed the start and had to ask Jay to do

it again.

It can do what sports cars are supposed to do. The

brochure say its can do 0-97 kilometres in 3.9 seconds.

It’s like being pinned back when a jet plane takes off,

but more so.

It drives like an automatic. If like me you’re too old

for exuberant exhibitionism and prefer sedate family

driving it can do that too and is very easy to drive.

A five seater family car, the Model S, is only about

18 months away from being available in Australia, and

orders have already been taken. That’s great news. It

won’t be cheap, but it will be much cheaper than the

sports car and more like a luxury BMW, Mercedes or

Audi.

The Tesla Roadster is an impressive introduction to

electric cars, and seven have been sold in Australia so

far. So how good is the company, are the shares worth

buying, and what sort of ride will they give?

The first thing to be said about the shares is that it

has been a good IPO for investors. The shares listed on

NASDAQ in June 2010 at US$17 per share, and have

spent almost all that time in positive territory. They are

currently at around US$28 to US$29.

The company has supporters. The IPO raised

US$226 million, and the company has just finished an-

other capital raising of around US$210 million at

US$28.76.

The funds from this latest raising are to develop the

Model X crossover vehicle.

But it is still early days for the company. It has IP,

first sales, and new products on the way. Early revenues

are rising fast. Automotive sales were US$14.7 million

in calendar 2008, US$111.9 million in 2009, and

US$97 million in 2010. For the March quarter of 2010

they were US$20.5 million, and for the 2011 March

quarter US$33.6 million. It seems that people like the

cars.

But the company is still a long way from profits and

dividends. It has high and rising research and develop-

ment costs, and still operates at a loss. The history of net

losses is US$82.7 million in 2008, US$55.7 million in

2009, and US$154.3 million in 2010. For the March

2010 quarter it was US$29.5 million and for the March

2011 quarter US$48.9 million.

But the company is well cashed up. At 31 March it

had total cash of US$148 million and after the latest

capital raising this is now US$355 million.

Tesla describes itself as a designer, developer and
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manufacturer of high-performance fully electric vehi-

cles and advanced electric vehicle powertrain compo-

nents. It’s a high tech business with big overheads, big

competitors and big risks. For Australians there is also

the currency risk on exit, though the currently high dol-

lar may ease entry.

The company also has a big market, and big ambi-

tions.

The question for investors is can Tesla emulate

other Californian venture backed tech stocks that have

gone on to achieve great success, produce great wealth,

and at the same time change their industries?

Like the cars, the shares have had a smooth and fast

acceleration. But like the car there is no gear stick. If

you hop in, you may as well plan to enjoy the ride.

(NASDAQ: TSLA)

Many Stocks at 12 Month Lows

The downturn for many cleantech and clean energy

securities began when the Carbon Pollution Reduction

Scheme (CPRS) got bogged in parliament in the latter

half of 2009. It continued when Kevin Rudd postponed

the CPRS in April 2010. Few securities have recovered.

For many, more than a year of share price declines has

still not ended, and they are currently trading at 12

month or longer period lows. How long will the decline

last, what other factors are at work, and which stocks

have been the strong performers?

The first question has no easy answer. The most ob-

vious circuit-breaker is the upcoming carbon tax, but

Tony Abbott’s vocal and entrenched opposition to the

carbon tax, and before that his equally vocal opposition

to the Emissions Trading Scheme, seems to be nullify-

ing any enthusiasm that could have been generated, in-

cluding among share investors.

This Liberal Party negativity was amplified by new

NSW Premier Barry O’Farrell retrospectively cutting

the feed-in rate for existing systems, before being

forced to backtrack. Another Liberal Party wet blanket

was WA Premier Colin Barnett reducing that state’s so-

lar feed-in tariff rate.

Nor has Federal Labor’s cuts to many environ-

mental programs in the May budget improved senti-

ment, and certainly not in the way that cuts to fossil fuel

programs and subsidies would have done.

The decision by Germany to close its nuclear power

stations is a huge win for clean energy, but perhaps Ger-

many and nuclear energy are both too far away to have

a big impact here.

Likewise, the UK’s decision to lead the world by re-

ducing its 1990 greenhouse gas emissions by 50 per

cent by 2025 is a big positive. But again, perhaps the

UK and 2025 are both too far away to break the local

short term malaise.

But the long term trend is clear. The German deci-

sion clearly vindicates the anti-nuclear stance of envi-

ronmentalists over the decades. The German and UK

changes are more evidence that the long term trend,

both morally and technologically, is with clean energy.

That’s a big positive.

But for local share investors, the question is how

long do they have to wait for the trend to move back in

the right direction?

At the moment enough local cleantech stocks are

trading at 12 month lows to indicate that this is not the

best time to sell.

The extent of the slump is extensive. Of the 18 ASX

300 companies followed by Eco Investor, six, or one

third, are at or near a 12 month low. In contrast four are

near a 12 month high. Likewise, of the 14 emerging

companies currently trading, six, or over 40 per cent,

are at or near 12 month lows, and only one is trading at a

12 month high.

The picture seems worse for micro caps stocks, with

many also trading at close to year lows and few at year

highs.

So it’s not a pretty picture and hasn’t been for over a

year.

Apart from the postponement of the ETS, another

Federal issue at work is the low price of renewable en-

ergy certificates. There are also individual factors af-

fecting some industries and companies. And in some

cases the causes are not obvious, and may not be related

to specific news or other public information.
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Of the six ASX 300 companies - Ceramic Fuel

Cells, Dart Energy, Galaxy Resources, Infigen Energy,

Tox Free Solutions, and Transpacific Industries, Fed-

eral issues have most obviously taken their toll on Infi-

gen Energy.

Infigen’s security price has been declining steadily

from a two year high of $1.55 in October 2009. Apart

from the troubled CPRS, the only other specific thing

that happened around then was the release of its annual

report a month earlier, but it has since labored under

commentary that it still carries too much debt from the

pre-GFC period, and its share decline was kicked along

when it withdrew its US assets from sale, and with the

disclosure that much of its cash flow is tied to debt re-

payments. The ETS postponement and low price of re-

newable energy certificates added to this mix.

Unfortunately for investors in this key clean energy

stock, Infigen’s 12 month low is also its all time low

and the pain shows little sign of going away in the short

term.

Federal and State policy issues may also be behind

the lows of the two emerging solar energy companies,

Quantum Energy and Solco.

Over the last three years both companies share

prices peaked in August and October 2009 respec-

tively, when the CPRS was still possible and govern-

ment enthusiasm for solar and the prices of renewable

energy certificates were much higher. The three year

fall for Quantum has been huge, from a peak of 42 cents

to 4.6 cents. For Solco the fall has been less dramatic,

from 15 cents to 8.5 cents.

Other factors at work for Quantum have been its

movement from profit to loss, an ASX query about its

low cash position, and its removal from the All Ordi-

naries Index.

Despite being ex-

posed to the erratic State

solar feed-in tariff rates,

Solco’s fall has been less

severe, perhaps because

it has moved from loss to

profit, although its De-

cember 2010 half profit

was down on the 2009

half year, and it has had

other positive develop-

ments in its business.

An industry specific

issue may be at work with

Dart Energy, as the po-

tential environmental

cost of coal seam gas if

not done properly has be-

come a public issue.

Most coal seam gas

stocks have felt the heat,

which has gone up sev-

eral notches this year as

the Federal, Qld and

NSW governments have

also been drawn into the

issue, and the ABC’s

Four Corners program

covered the issue.

Dart Energy’s share

price held up well after its

peak last October of

$1.32, but has shown a

noticeable decline since

mid February when pub-
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lic concerns over coal seam gas went up a gear. Around

this time it completed the acquisition of Apollo Gas,

which had been prominent in public coal seam gas con-

cerns. (Apollo and Dart were on page 3 of the Sydney

Morning Herald on June 4 over the plan to drill in the

inner city suburb of St Peters.)

Not even elevation to the ASX 200 Index in March

has halted Dart’s decline. The company’s pricing of its

$100 million capital raising in April at 75 cents when

the shares were at 86 cents seems to have precipitated

another step down.

Some of the other companies are harder to explain.

For example, Ceramic Fuel Cells has also been trending

downwards since September 2009 when it was 30

cents, yet it has been making progress with the initial

sales and rollout of its BlueGen units in Europe and

Australia.

Galaxy Resources, too, has been trending down-

wards since September 2009 but more noticeably since

January this year when its shares were $1.80. Apart

from the March postponement of its Hong Kong IPO, it

too has generally had positive news.

After a very strong rise, Tox Free Solutions’ share

price turned south in January 2010 and the trend has not

been reversed despite good news including rising met-

rics, exposure to the WA mining boom, and a maiden

dividend.

Transpacific Industries has been declining since

January this year. The main news was a new chief ex-

ecutive (a promotion for the chief financial officer who

is also an experienced senior executive), and the com-

pany entering discussion with some unhappy share-

holders who have threatened a class action.

An easier fall to explain is that of Clean TeQ Hold-

ings, which has a significant convertible note arrange-

ment with an investor who has an arbitrage opportunity

and appears to be converting and selling the shares no

matter the price (See article in Emerging Companies

this issue.)

With the benefit of hindsight it is clear how dramati-

cally and how widely cleantech share prices have been

affected by the failure of the Government to proceed

with the CPRS.

Fortunately, the news is not all bad. Four ASX 300

companies and one emerging company are trading at or

near significant highs - Lynas Corporation and Qube

Logistics are at all time highs, APA Group is at a three

year high, Envestra at a two year high, and Transfield

Services Infrastructure Fund (TSIF) at a one year high.

Eco Investor June 2011 Page 7



APA and Envestra are gas transmission businesses

and this part of the gas industry continues to do well.

TSIF is subject to a takeover offer. Lynas Corporation

is riding the rare earths boom, and an experienced team

at Qube Logistics has restructured the business to great

enthusiasm from the market.

Yes, it’s tough. But at least these companies show

that even in these down times it’s still possible to profit

from well selected environmental shares.

Rare Earths Supply And Demand

Lynas Corporation continues to supply the market

with interesting analyses of the rare earths market, this

time with a forecast of 2014 supply and demand for 10

rare earths.

In terms of tonnage the chart shows the big three are

lanthanum, cerium, and neodymium. Mid level demand

is forecast for praseodymium and yttrium, while de-

mand for the other three is comparatively low.

The chart also shows that the biggest forecast short-

fall in supply will be 13,800 tonnes for lanthanum,

13,000 tonnes for neodymium, and 6,100 tonnes for

praseodymium.

An oversupply is forecast for cerium, samarium, and

gadolinium. (ASX: LYC)

Page 8 Eco Investor June 2011

Source: Lynas Corporation



Electric batteries are

expected to be a primary

driver of growth in lith-

ium demand over the

next decade, ac-

cording to Gal-

axy Resources.

In 2009 bat-

teries accounted

for 24 per cent of

lithium demand

and were the sec-

ond largest mar-

ket after ceramic

glass at 31 per

cent.

Over the next

nine years,

annual demand is

expected to rise significantly to US$13 billion. Ebikes

are expected to be next big driver of demand, followed

by starter batteries, energy storage and then electric

vehicles towards the end of the decade. (ASX: GXY)
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Energy Developments - Going All
The Way With Private Equity

Risman Cornelius, Investment Analyst

Andy Gracey, Portfolio Manager

Australian Ethical Investment

The announcement on 12 May 2011 of a raft of ini-

tiatives in the US marked a pivotal moment for Energy

Developments Limited (ASX: ENE). We believe they

will crystallize the latent value in the US landfill gas

business for shareholders over the next three years.

On completion, Energy Developments’ US landfill

gas operations will expand by 33 per cent to 94 MW.

The business will also benefit from the re-pricing in

2012 of power purchase agreements for some 56 MW

of landfill gas generation capacity. We believe the new

electricity prices will be up to 40 per cent higher than

current contracted prices. ENE has also been installing

gas conditioning equipment that increases power gen-

eration.

Significantly these expansion projects qualify for

the US Investment Tax Credit under the 2009 American

Recovery and Reinvestment Act, which reimburses 30

per cent of the capital costs on completion.

The upshot of these initiatives is that US EBITDA is

expected to increase from about $2.5 million currently

to over $20 million in three years time.

Let's use the EV/EBITDA multiple Pacific Equity

Partners (PEP) paid in February 2010 for 79.6 per cent

of the business as the yardstick with which to assess this

significant valuation uplift. Applying the 6.4x

EV/EBITDA multiple accrues another $77 million to

equity shareholders, or

approximately $0.49 per

share, or 19 per cent of the

current share price.

In addition, it may be

possible to increase ca-

pacity by a further 12

MW while utilizing exist-

ing landfill gas resources

in the US. ENE's hire of

Steve Cowman to lead the

US business demonstrates it is serious about develop-

ing in this region.

While we expect FY11 to be a year of investment in

operational capability to support a long term growth

strategy, and a relatively flat EBITDA, these invest-

ments should begin to bear fruit in FY12 and beyond.

On the domestic front, we expect any carbon price

will result in ENE's waste coal mine methane assets

transitioning to the renewable energy regime (Renew-

able Energy (Electricity) Act), ensuring these impor-

tant abatement activities receive the appropriate

regulatory support.

One remaining regulatory risk for ENE pertains to

the value of the inventory of NGAC certificates created

under the NSW GGAS scheme. As at 31 December

2010, the company had $17.4 million held for sale on

the balance sheet. Since the GGAS scheme is expected

to close on commencement of a federal carbon pricing

regime, there is a clear rationale supporting compensa-

tion for this inventory in our view.

Strong operating cash flow at around $80 million

per annum means net debt should continue to fall, not

withstanding the aforementioned capital expenditures.

It's difficult to find a cleantech business with utility

style cash flows, expected EBITDA and earnings per

share growth and a compelling valuation. We believe

Energy Developments has these attributes!

Finally, the first anniversary of Pacific Equity Part-

ner's control of Energy Developments Limited oc-

curred on 17th February 2011, freeing up PEP to make

a follow on offer should it want to1.

If proposed options packages for managing director

Greg Pritchard and senior management pay off at $4.12

and $6.87 respectively, minority shareholders will have

achieved private equity style returns without having to

pay performance fees2.

1. On 8 January 2010, Greenspark (PEP) announced

it had no intention of making a follow-on takeover offer

once the offer closed, but reserved the right to revisit

this position after the expiration of 12 months

following the close of the offer on 17th February 2010.

2. The company is however, paying "management

fees" of $50K per month to PEP for additional services

to support growth.

Disclosure: The Australian Ethical Smaller Compa-

nies Trust holds 3.669 million shares in Energy Devel-

opments Limited.
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What’s Happening to Clean TeQ’s
Share Price?

Shares in Clean TeQ Holdings hit an all time low of

2.7 cents on 12 May. Although the decline is part of a

longer term trend from April 2010 when the shares

were around 33 cents, a more dramatic decline since

October 2010 is associated with a significant rise in

volume. In fact, the decline since October looks more

like a plummet - from 15 cents to 2.7 cents, a fall of over

80 per cent.

A major event that coincides with this began in late

July last year when Clean TeQ entered a convertible

note facility with US small cap investor, La Jolla Cove

Investors. The deal was for up to US$6 million in four

separate US$1.5 million convertible notes, which

Clean TeQ said it would use for commercialization and

acquisitions.

The deal was a good one for La Jolla as the notes can

be converted at a huge 20 per cent discount to the five

day volume weighted average price at the time of con-

version.

20 per cent is a very generous discount compared to

most raisings on the ASX such as placements, share

purchase plans and dividend reinvestment schemes. It

is also very generous compared to the 4.75 per cent per

annum La Jolla would earn on the money if it did not

convert the debt to shares.

20 per cent immediately or 4.75 per cent over a year

is not a difficult choice.

The deal gives La Jolla the option to convert be-

tween US$125,00 and US$400,000 per month. Perhaps

not surprisingly La Jolla has been busy converting.

The first conversion was on 26 October last year.

Since then there have been 16 conversions altogether at

regular intervals - on 8 November, 22 No-

vember, 13 December, 21 December, 29

December, 10 January, 31 January, 14 Feb-

ruary, 11 March, 25 March, 5 April, 18

April, 10 May, 18 May and 30 May.

So far $1.2 million of the US1.5 million

first tranche has been converted.

It has been a very expensive $1.2 million

for Clean TeQ. So far it has issued

25,077,006 shares at an average price of 6

cents each, and its number of shares on issue

has skyrocketed from 59,108,897 to

84,185,903.

That is a huge dilution for existing share-

holders. And it shows no sign of abating as

La Jolla still has US$300,000 remaining on

its first tranche, and the second tranche of

the convertible note has been activated.

For example, if the remaining $300,000

on the first tranche were converted at 3 cents

per share that would be another 10 million

shares. If the remaining US$4.5 million

were converted at 3 cents per share that

would be approximately another 150 mil-

lion shares. And if the share price falls fur-

ther, the number of new shares would rise

accordingly.

It is a scenario that also cruels Clean TeQ’s net asset

backing per share and net earnings per share.

So is La Jolla exploiting the arbitrage opportunity?

Is it converting the shares at a 20 per cent discount and

dumping them on the market? The steep rise in on mar-

ket volume since it began converting the shares sug-

gests it is.

Nor is this the first time La Jolla has struck such a

deal with an Australian company. In November 2009

cleantech company Intec issued La Jolla with a US$3

million convertible note in two equal tranches, with the

funds to be used for working capital. Like Clean TeQ,

Intec said at the time that La Jolla would assist with

growth.

The terms were also similar, including conversion at

a 20 per cent discount to the recent share price.

Conversions began in December 2009 and contin-
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ued regularly until November 2010. All shares were

sold on market. During that time Intec’s share price fell

from 2 cents to a low of 0.6 cents at the end.

In November 2010 Intec raised $0.75 million

through a placement to clients of broker Taylor Colli-

son to “prepay in full the amount presently owing to La

Jolla Cove Investors under the US$1.5 million con-

vertible note dated 1 July 2010 thereby pre-empting

further INL share conversions.”

In our capitalist society, La Jolla is free to make

money anyway that is legal, and there are companies,

particularly some early stage companies, that might

find this type of funding suitable.

However, it doesn’t suit companies with sales and

profits, and with earnings, assets and dividends per

share to protect.

Apart from borrower beware, what these events

really say is that Australia’s capital markets for micro

cap and emerging companies need to be deeper so com-

panies can strike deals that are fair and assist them to

grow their business and shareholder value.

This applies both to equity markets and debt mar-

kets where the GFC and bank conservatism have made

it hard for small businesses to borrow.

Clean TeQ says as much in a cleansing note to the

ASX: “In the market environment current at the time

that Clean TeQ entered into the Securities Purchase

Agreement, it was both difficult and costly for a small-

cap Australian company to undertake a successful eq-

uity capital raising and, for Clean TeQ, by reason of the

nature of its business and asset base, to raise debt fund-

ing through Australian banks.”

One out for Clean TeQ would be to prepay the con-

vertible note. To do that it needs to find the right share-

holder, or hope improving business conditions increase

its cashflow.

The company has just been awarded a $2 million

contract by the Gosford City Council to design, supply

and install its biotechnology based process for odour

control at the Kincumber Sewage Treatment Plant, and

this follows several smaller municipal odour control

projects it has won over the last two months, so perhaps

that is starting to happen.

Chief executive, Peter Voigt, said “The past 12

months trading conditions have been very difficult for

the Company but we have taken this time to consolidate

and improve our offerings in the air, water and mining

markets and we now look forward to an increase in the

level of opportunities in the 2012 financial year.”

(ASX: CLQ)

From Suncreens to Water Savings

Sun shade manufacturer Gale Pacific has expanded

into water saving and other products with the acquisi-

tion of Zone Hardware. Among Zone’s products for the

do-it-yourself market is the Hughie Sink. This fits into

most sinks and catches up to seven litres water that can

then be used on the garden. (ASX: GAP)
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European Gas Starts to Flow

With Europe short of energy and dependent on Rus-

sian gas, a European gas story would seem to have a lot

going for it - strong support from security and energy

conscious governments, good infrastructure, a big im-

port replacement opportunity, a cold winter, a large

market, rising demand, and customers who can afford

to pay. There are also the issues of climate change and

European leadership in the transition to a low carbon

future. And let’s not forget the decisions by Germany

and Switzerland to close all their nuclear plants over the

next decade.

About the only thing missing is the gas.

All these factors combine to make Europe a huge

importer of gas. In 2009 natural gas accounted for 24

per cent of the EU’s primary energy consumption, but it

was as high as 45 per cent in the Netherlands and over

35 per cent in five other countries. Of the total EU gas

consumption of 18,904 petajoules (PJ), two thirds or

12,548 PJ came from outside the EU.

Western Europe has only about 2 per cent of the

world’s proven reserves of natural gas, and is also the

least endowed continent for estimated reserves of un-

conventional gas such as coal seam gas, shale gas, and

tight gas. So it is serious business in Europe to find new

gas and make better use of the gas already found.

Among the many European gas explorers are two

companies on the ASX, and both seem to be making

progress.

Po Valley Energy and European Gas are micro caps

with large exploration permits. Po Valley’s focus is

natural gas, while European Gas’ focus is mainly coal

seam gas and coal mine methane. Another point of dif-

ference is geography, with Po Valley operating in Italy

and European Gas in France, the Benelux countries and

Italy.

Po Valley Energy

Po Valley is advanced enough to be making the tran-

sition to a gas producer and being cash flow positive.

The company has operated in Italy for the past 10

years. It has about a dozen licence areas covering 2,000

square kilometres, mostly in northern Italy but also

southern Sicily. It has no shortage of assets with two

producing gas fields, two development projects, five

gas discoveries for appraisal, 11 gas exploration pros-

pects and two exploration applications.

The production fields are Sillaro, its main one, and

Castello. Sillaro has 1P gas reserves of 8.1 billion cubic

feet (bcf) and 2P reserves of 8.8 bcf. Production com-

menced in May 2010 and is said to be stable at about 2.9

million cubic feet per day (mmcf/day) or 83,200 stan-

dard cubic metres per day (scm/day), which is inline

with its contracted production.

Sillaro is only two kilometres from one of Po Val-

ley’s five appraisal projects, Fantuzza, which is ex-

pected to feed gas into the Sillaro plant. Drilling

approval for Fantuzza is expected soon.

Production at Castello began in December 2009 and

was disappointing when it became intermittent in May

and June 2010 due to reduced pressure. Production is

currently limited to 3,000 scm/ day and the remaining

reserves are being re-evaluated. The latest update is 1P

reserves of 0.1 bcf and 2P reserves of 3.7 bcf.

Fortunately, approval has been received to drill a

new well, Vitalba-1dirA, with spudding expected in

August. Connection to the existing Castello plant and

the recommencement of production is expected in the

third or fourth quarter of 2011.

“If the new well is successful, we will significantly

increase production at Castello as soon as we can. Since

all the production plant at Castello is in place, this will

generate an immediate increase in net cashflow,” said

chairman, Graham Bradley.

The two production licence applications are for the

St Alberto and Bezzecca fields. Po Valley is aiming to

achieve development approvals for these in the next 12

months.

The outlook for Po Valley is promising with steady

gas production, early revenues, new production in the

pipeline, and new fields being developed.

European Gas

The main assets of European Gas are several fields

in eastern France, but it also has a project between

Rome and Siena in Italy, and farm in and production

sharing interests in northern France and the Benelux
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countries. Despite a recent debt restructuring, its re-

maining assets are considerable.

The Lorraine field covers a long established coal

mining region and has 988 square kilometres of permits

mainly targeting coal seam gas. The contingent re-

source is at least 3,900 PJ.

The Jura (Lons le Saunier) permit area is 3,795

square kilometres with potential for coal seam gas and

conventional gas, but also conventional oil.

Exploration options for the Lorraine and Jura fields

are being evaluated.

A third permit, Gardanne, is

also part of an historical coal

production area and covers 365

square kilometres. The coal is up

to 300 metres thick with multiple

seams, and the estimated gas is at

least 105 PJ. European Gas has

identified a place for an appraisal

well to test the gas content, and

baseline environmental studies

commenced last year.

Since 2007 European Gas has

had three permits covering 1,553

square kilometres in southern

Tuscany in Italy. Each permit is

for six years and gives exclusive

rights to explore for and produce

hydrocarbons. The company

says all three areas are prospec-

tive for coal seam gas, and Envi-

ronmental Impact Studies for

each have been lodged.

Until recently European Gas owned other projects in

northern France and Belgium, and together these and its

remaining permits and application areas covered over

10,000 square kilometres. The company said these con-

tained “the largest gas resources ever assembled in con-

tinental Western Europe”. The contingent resources

totaled 8,990 PJ.

However European Gas’ asset portfolio changed

dramatically recently with a restructure to end a con-

vertible note held by its partner, Transcor Astra Group.

Among other aspects this involved European Gas sell-

ing to Transcor its shares in Gazonor in northern France

and its 50 per cent equity interest in European Gas

Benelux (EGB).

Gazonor has a large licence area covering 2,119

square kilometres and 2010 coal seam gas production

was 1.2 PJ or 321 Gwh, while EGB is exploring for coal

seam gas, coal mine methane and conventional oil and

gas in Belgium, The Netherlands and Luxembourg.

However, with Transcor now holding 11 per cent of

European Gas, European Gas has remained in the Ga-

zonor and EGB pictures. Transcor granted European

Gas farm out and joint operating agreements with Ga-

zonor for the Sud Midi and Valenciennois exploration

permits, and a production sharing agreement with Ga-

zonor for the Poissonnière and Désirée production per-

mits. It also gave it a right of first refusal over any coal

bed methane, tight or shale oil and gas projects sourced
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by EGB in the Benelux area.

European Gas director Rod Bresnehan told Eco In-

vestor the company is very happy with the Transcor/

Gazonor deal as it can earn 70 per cent of any new 2P

and 3P gas found. Gazonor is already a producer, so

European Gas’ focus will be on exploring for additional

gas.

If all goes well the company could again be a pro-

ducer by the first quarter of next year.

Executive chairman Julien Moulin said that with the

convertible notes now restructured, the company has

the capital structure to navigate the current market con-

ditions and look to the future with confidence.

Overall, the company has considerable contingent

gas reserves and these are likely to increase with further

exploration across its many fields.

The Environment

For some Australian investors Po Valley and Euro-

pean Gas may offer an alternative to the growing con-

troversy around some local coal seam gas companies.

Like Australia, the use of fraccing for extracting

coal seam gas has become an issue in Europe. Reports

have appeared in recent months of protests in France

about fraccing, and National Post has reported that the

French government will back a proposed ban on its use.

It quotes French Environment Minister Nathalie

Kosciusko-Morizet as saying “I’m against hydraulic

fracturing. We have seen the results in the US. There

are risks for the water tables and these are risks we

don’t want to take.” The legislation now being debated

would cancel exploration permits granted last year to

companies that plan to use fraccing.

Po Valley is focused on natural gas, and Mr Bresne-

han said the issue does not affect European Gas as it

uses lateral and vertical wells, not fraccing, to release

the gas. This technique does not apply pressure to crack

the formation, but drills through the coal.

However, there is some question over how commit-

ted both companies are to being environmental, as Po

Valley has two oil exploration opportunities, and Euro-

pean Gas has some hydrocarbon royalties in Western

Australia’s Canning Basin. However, at this stage both

are very minor in each company’s overall activities.

Financials

On the financial side, Po Valley is in a good posi-

tion. Its two producing wells delivered an initial 26.8

million cubic metres of gas in calendar 2010, 18.5 mil-

lion from Sillaro and 8.3 million from Castello. Reve-

nue was �7.1 million.

For the first quarter to March 31 this year, revenue

was �2.2 million and, in line with its transition to be-

coming cash flow positive, net operating cash flow was

�1.1 million. Cash at the end of the quarter was �1.6

million.

At both operating fields it has infractucture in place

and projects to increase production that could quickly

add to revenue.

European Gas is not a stranger to revenue, which

was �8.1 million in 2008-09, �5.3 million in 2009-10,

and �4.6 million for the nine months to 31 March this

year. Cash at the end of March was �2 million. But its

ongoing revenue will be impacted by the restructure of

its assets and the sale of Gazonor, which was the source

of its gas sales. Its run of annual losses is unlikely to

change in the short to medium term.

Share Prices

On the share price front, it has been European Gas

that has been the standout performer. Last year it defied

cleantech trends and rose strongly from a low last May

of 9.2 cents to a high of 50 cents last November, just be-

fore its shares were voluntarily suspended.

The suspension was requested while the company

renegotiated its convertible note with Transcor and

other matters. The discharge of the convertible note

was completed in early May, and in early June it final-

ized the conversion of an unsecured loan and a share is-

sue. Its shares should recommence trading very soon.

The capital raising, via a placement, raised $15 mil-

lion at 45 cents per share, and under the convertible

note restructure Transcor subscribed for its shares at 50

cents each, so the outlook for the shares when they relist

is promising.

Meanwhile Po Valley’s shares have declined sig-

nificantly and recently hit an all time low of 19.5 cents.

The all time high was $2.25 in May 2008. Much of the

decline occured between January and May 2010 when

problems emerged with production at Castello.

Mr Bradley recently told shareholders “Your direc-

tors share the disappointment of all shareholders in the

poor performance of the Company’s share price during

2010 and the setbacks underlying that performance. We

believe, however, that our Company is now well placed

to realise full value from the Company’s assets.”

One company has had its shares voluntarily

suspended for over six months, the other’s shares are at

all time lows. It’s not a pretty picture, yet there is a lot

more happening below the surface and both companies

are worth watching as they make the transition to

producers and, hopefully, profitability. (ASX: PVE and

EPG)
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Three Rare Earth And Lithium
Explorers

The boom in rare earths and lithium continues with

three IPOs, two of which have already been successful.

Rare earths explorer Kimberley Rare Earths (ASX:

KRE) and rare earths and lithium explorer Lithex Re-

sources (ASX: LTX) listed on the ASX on 18 May and

17 May respectively, while rare earth and rare metals

investor Strategic Elements (ASX: SOR) is aiming for a

15 July listing.

Demand for Kimberley Rare Earths’ offering was

strong enough that the company issued a supplemen-

tary prospectus to increase the amount it was seeking

from $14.3 million to $18.2 million. It raised the full

amount. The issue price was 20 cents.

A less ambitious Lithex Resources offered 10 mil-

lion shares at 20 cents to raise $2 million and oversub-

scriptions for another $2 million to bring the total to $4

million, and it too raised it all saying its offer was

“heavily oversubscribed”.

No doubt Strategic Elements is hoping the market’s

keenness keeps up long enough for it to raise $1 million

at 20 cents a share and oversubscriptions for another $3

million, to give it $4 million of new capital.

The share prices have also held up, though not

strongly and there have been no big stag profits. Kim-

berley Rare Earths fell to 17.5 cents and reached 22.5

cents but is back to around 20 cents. Shares in Lithex

Resources fell to 18 cents and reached 22 cents, and are

also back around 20 cents. Perhaps any excess demand

was cleverly soaked up by the oversubscriptions?

Nonetheless, the two IPOs have been successful

both in the capital raised and their share prices, and the

third IPO must be hopeful. So what are the companies

up to?

Kimberley Rare Earths

Kimberley Rare Earths has been spun out of gold

explorer Navigator Resources with an initial 25 per cent

of Navigator’s Cummins Range rare earths project in

the Kimberley region of WA.

The company can increase this to 55 per cent by sole

funding $10 million of exploration over four years; and

reach up to 80 per cent by producing a Bankable Feasi-

bility Study. With $18.3 million of new cash, it should

have no difficulty finding the $10 million.

The company says its board has significant experi-

ence in exploration, mining, mineral processing, com-

modities marketing and finance, and is putting together

an executive team with experience to develop the Cum-

mins Range Project.

The tenements, 130 kilometres southwest of Halls

Creek, cover 48.5 square kilometres, and contain a

near-surface resource with a low waste to ore ratio.

Navigator completed an aeromagnetic survey and drill-

ing in 2007. These gave a JORC Compliant Inferred

Mineral Resource estimate for total rare earth oxides

(TREO) including yttrium at three cut off grades.

At 3 per cent the TREO is 0.32 million tonnes, at 2

per cent 1.09 million tonnes and at 1 per cent 4.17 mil-

lion tonnes.

The deposit is up to 50 metres thick and has signifi-

cant uranium, niobium, tantalum and phosphate as well

as thorium over a 500 metre x 400 metre area. At over 3

per cent REO the grade is said to be high, and sur-

rounded by “a halo of lower grade (1 per cent-2 per cent

REO) material”.

“The deposit is similar in style to the Central Lan-

thanide Deposit at Mt Weld (WA) and has a similar ra-

tio of light rare earth metals,” says the company. It

seems there is no shortage of companies that like to be

compared to Lynas Corporation.

The prospectus says “The resource status of the Pro-

ject meets the criteria for inclusion on the Bloomberg

Rare Earth Mineral Resources Index

(BNREMRS:IND) (Index) and Navigator has been in-

cluded on that Index since its launch in December 2010.

The Board expects that KRE would replace Navigator

on that Index post listing.”

The independent geologist, SRK Consulting, is

quoted as saying “there is considerable potential to ex-

tend the currently known resource and to identify addi-

tional mineralisation”.

However one problem with the prospectus is that it

is hard to find exactly which light rare earths the project
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has or is looking for. This information would be useful

in knowing what purposes the rare earths could be put

to.

The prospectus says “Cummins Range is considered

comparable in style to the Mt Weld deposit in WA, con-

taining a similar mix of REE and low thorium levels

(Sanders, 2008).”

An oblique passing references is made to “The drill-

ing delineated a zone within the centre of the carbona-

tite, which has a high REE content, particularly

europium (Richards, 1984).”

And there is chart with a note that mentions yttrium,

a mention of scandium, and another note saying

“TREO = Total rare earth oxides including yttrium;

LREO = Light REO (La-Nd); MREO = Middle REO

(Sm-Dy); HREO = Heavy REO (Ho-Lu)”. This would

seem to indicate Lanthanum, Neodymium, Samarium,

Dysprosium, Holmium and Lutetium.

Fortunately, Eco Investor has also previously re-

ported (Feb 2011 Edition) that Navigator Resources

was prospective for “Yttrium, Lanthanum, Neodym-

ium, Samarium, Dysprosium, Holmium, Lutetium”.

With a four year exploration timetable there is

plenty of time to find out what Kimberley finds. Mean-

while, Kimberley Rare Earths is a speculative invest-

ment with a promising project but a long way to go to

reach production.

Lithex Resources

Lithex Resources is an early stage exploration com-

pany, but its interest is not confined to lithium and rare

earths as it is also keen on tantalum, tin and potassium,

which are prospective in its projects. Its aim is to build a

“rare metals” business.

The company has three large strategic tenements in

the East Pilbara, Gascoyne, and East Kimberley regions

of WA.

In the Pilbara the Moolyella, Shaw River and Pil-

gangoora projects are between Marble Bar and Port

Hedland.

Lithex acquired 90 per cent interests in the Pilbara

assets from Montezuma Mining for 1.525 million

shares. The projects are part of an area that for nearly

100 years was mined for tin with secondary tantalum

and niobium. Operations ceased 25 years ago due to

weak demand and prices.

Lithex will use modern techniques to explore the

abandoned fields. Project evaluation is about to com-

mence with mapping and sampling of the overburden,

tailings dumps, un-mined leads and hard rocks.

Chairman Malcolm Carson says “Lithex’s projects

are well placed to move from exploration to develop-

ment and to achieve an early cash flow which places the

Company in a strong position to take advantage of the

demand and high prices for these rare minerals.”

The lithium potential is west of Marble Bar in tene-

ments with potential to also contain tin, tantalum, and

rare earths. These are near the Wodgina tin and tanta-

lum mine operated by Talison Minerals.

In the Gascoyne, the Arthur River project is 250

kilometres east of Carnarvon in a region known to con-
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tain rare metals. Lithex acquired 100 per cent of the Ar-

thur River Project from Hazelwood Resources for 2

million shares and 1 million options, giving Hazelwood

4.6 per cent of Lithex.

A geologist’s report says it is very significant for

lithium, rubidium, tin, cerium, and uranium, and sig-

nificant for niobium, thorium and cesium .

The tenement is near the niobium mine operated by

Tantalum Australia. Tantalum occurs naturally with

niobium, and is used in computers and mobile phones

and in gas turbine blades that operate at very high tem-

peratures.

Lithex has also just completed the acquisition of 90

per cent interests in tenements in the east Kimberley

that give it the right to explore and mine for tin, tanta-

lum and lithium. Consideration for the tenements was

$100,000, 2.3 million shares and 2.5 million options to

DCL, plus shares to other parties.

Overall, Lithex has many exploration options and it

remains to be seen if and how important lithium and

rare earths become for its business. From that point of

view it is a company to keep an eye on.

Strategic Elements

Strategic Elements is an

investment company that

will use the up to $4 million

it raises to invest in a small

portfolio of companies that

are targeting large scale

rare earths and rare metal

projects.

If successful the com-

pany will be the only ASX

listed rare earths Pooled

Development Fund. The

PDF structure means that

shareholders pay no tax on

capital gains or dividends.

The PDF already has

two investments: Strategic

Materials Pty Ltd and Australian Advanced Materials

Pty Ltd, both 100 per cent owned.

Strategic Materials has five permits. It is an early

rare earths mover in New Zealand where its tenements

on the South Island cover 900

square kilometres. It has a tene-

ment in Queensland and in New

South Wales, and has applied for

one in Western Australia.

The company is prioritizing

projects that target the “heavy” rare

earths as it says this sector will pro-

vide more sustainable upside, and

it has a team of technical advisors

with experience in rare earths geol-

ogy and rare metals and mineral

exploration.

Australian Advanced Materials has analyzed 10

years worth of Australian rare earths R&D, and “is us-

ing this proprietary knowledge base to develop technol-

ogy transfer and licensing opportunities”. The

company’s strategy is to focus on licensing intellectual

property related to the spectral, electronic or magnetic

properties of rare earth elements.

Shareholder value will be created through selling

part or all of Australian Advanced Materials, or through

the distribution of licensing royalties.

Strategic Elements already has $2.3 million of cash,

so if it raises $1 million it will have $3.3 million and if it

raises the full $4 million it will have $6.3 million.

Between $1 million and $1.75 million will be in-

vested in Strategic Materials and between $0.32 million

and $0.83 million in Australian Advanced Materials,

leaving between $0.28 million and $1.8 million for

Page 18 Eco Investor June 2011

Mineralization sample at Lithex Resources’ Arthur River project.

Strategic Materials’ projects and mineral exploration targets.



other investments.

Further capital can be had through an agreement

with New York based institutional investor Bergen

Global Opportunity Fund II, under which Bergen

Global will be offered a right of first refusal to invest

further equity in Strategic Elements, thus increasing the

company’s ability to invest in other companies.

Strategic Elements’ strategy is to be an early inves-

tor in small and medium companies and to assist them

with capital, technical expertise and alliances with

other industry players.

If the IPO, which is expected to close on 29 June, is

successful, Strategic Elements will be a small but fo-

cused investment company with two investments and

capital to make a small number of further investments.

The portfolio is early stage, but each company gives it

another chance to achieve success.

Like Kimberley Rare Earths and Lithex Resources,

Strategic Elements is a speculative, high risk, long term

investment.

Cell Aquaculture Selling Fish

Cell Aquaculture through its EcoStar brand has be-

gun marketing salt water barramundi fillets as “Con-

venient, Gourmet and ‘ready to cook’ meals”.

The fish has “a mild buttery flavour and a succulent

delicate texture”, it says. “EcoStar Saltwater Barra-

mundi fillets retain their moisture throughout the entire

cooking process and when cooked, the flesh is firm,

white, moist and a little flakey.”

It’s advertising is also highlighting the environ-

mental angle, saying “EcoStar Saltwater Barramundi is

sourced only from environmentally responsible and

sustainable sources.”

The meals come in three varieties, but are initially

only available in Perth.

From a low of 7.2 cents in March, Cell Aquacul-

ture’s share price has moved to 11 cents. (ASX: CAQ)

Plenty of Pressure in Peru

Hot Rock has released this image of what it says is a

highly over pressured artesian surface discharge of

boiling geothermal spring water at its Hot Rock’s

Quella Apacheta geothermal tenement in Southern

Peru.

Australia lacks such surface heat sources, but

perhaps the image also illustrates why geothermal

exploration in Australia is moving towards hot

sedimentary aquifers, which are closer to the surface

that hot fractured rock heat sources. (ASX: HRL)
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First Improved MetaMizer Ready

MediVac has produced its first new MetaMizer 240

SSS clinical waste converter. The company hopes the

improved model is the first of many.

The MetaMizer simultaneously sterilizes and shreds

clinical waste on-site, providing hospitals, quarantine

facilities, medical research and other health-care facili-

ties with an environmentally friendly way of dealing

with clinical waste.

It also eliminates the safety and environmental

problems caused by the transport and incineration of

hospital waste. Currently the vast majority of hospital

waste is transported and incinerated off-site.

The unit can reduce the volume to waste to landfill

by up to 90 per cent, and does not use incineration or

chemical treatments. (ASX: MDV)

Using Solar Energy at Night

RedFlow's energy storage products allow solar pho-

tovoltiac energy to be used at night. The hybrid solar

photovoltaic power station illustrated has two zinc-

bromine battery modules and with diesel generation

back-up. RedFlow installed ten similar systems in

Victoria last summer. (ASX: RFX)
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Hepburn Wind Connected to Grid

Hepburn Wind has connected its two wind turbines

to the local electricity network at Daylesford, Victoria.

The system operates at 22,000 volts, and took a

month of preparation for the connection. Power is now

on and the commissioning team are preparing the tur-

bines for generation. This includes testing and commis-

sioning.

Generation is imminent, said Hepburn.

2011 Consensus GreenTech
Awards – Call for Nominations

Now in their third year, the Consensus GreenTech

Awards identify the most innovative green, clean and

sustainability solutions across Australia and New Zea-

land. They are supported by Austrade, AusIndustry and

New Zealand Trade & Enterprise.

There are no categories and the Awards are judged

by a panel of industry experts who confer as many or as

few awards as they deem meet the judging criteria of

Innovation, Performance and Potential.

Nominations are now open for the 2011 Awards.

A list of winners and finalists of the 2009 and 2010

Awards, together with an entry form, are at

www.consensus.com.au. Further details from Julian

Day on 0413 309 056.

Sidecar Fund for Entrepreneurs
and Angels

Australia’s First Angel Sidecar Fund has completed

its initial capital raising of $10 million and has an-

nounced a partnership with venture capital firm MH

Carnegie & Co.

Fund manager, Proto Investment Partners and Syd-

ney Angels say the Sydney Angels Sidecar Fund will

stay open for another three months and aims to close

with a maximum of $15 million in capital.

Proto, as manager of the Fund, will co-invest with

Sydney Angels’ members in early-stage ventures, in-

cluding suitable cleantech ventures.

MH Carnegie & Co is an investor in the Fund and a

partner targeting larger co-investments.

Proto director Jeremy Colless said “The Fund will

commit around 50 per cent of its capital to second

round investments in early stage ventures. The added

draw of larger co-investments by MH Carnegie & Co,

in addition to the Fund’s investments, will provide a

compelling alternative for Australian early stage ven-

tures that currently are forced to head offshore for later

capital rounds.”

The Fund’s exclusive partnership with Sydney An-

gels capitalises on the angel group’s ability to provide,

evaluate and manage early-stage investment opportuni-

ties. Such an arrangement between a fund and an angel

group is commonly referred to as a “sidecar fund”.

The investors in the Fund are a diverse mix of Syd-

ney Angels’ members, individual angels and domestic

and international sophisticated investors.
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Sydney Angels co-founder and Proto director

Vivian Stewart says it is a landmark event for the angel

sector in Australia.

“One of the challenges entrepreneurs typically face

is simply raising enough money to reach relevant mile-

stones. A second challenge lies in trying to source

follow-on funding without being distracted from exe-

cuting the business plan. We believe the Fund will ad-

dress both these issues by increasing the available pool

of capital at the angel stage.”

The Fund expects to invest in 25-30 early-stage

companies over the next five years. Investments will

range in size from $100,000 to $500,000 including fol-

low on investments. Entrepreneurs can applying for

funding via the Sydney Angels website.

Sydney Angels has invested in eight deals so far.

These are:

- Drive My Car Rentals

- Posse

- Hungry Giant

- Buzz Numbers

- Heard Systems

- Big Richard

- Bubble Gum

- Thread People

The Hungry Giant is a cleantech business commer-

cializing waste management and recycling equipment.

For investors, the Sidecar Fund provides access to

early-stage deal flow sourced, screened and co-

invested by Sydney Angels’ members; and portfolio di-

versification from traditional equity and fixed income

investments.

Approval as an Early Stage Venture Capital Limited

Partnership (ESVCLP) from Innovation Australia will

provide investors with tax free returns.

Land Sale Alternative to
Monoculture Plantations

A WA initiative called ‘Trees for Tomorrow’ wants

to set new standards in sustainable funding and enable

carbon sink plantations to recognize biodiversity.

The program, by Carbon Neutral, a not-for-profit

carbon advisory firm and carbon offset retailer, is a re-

volving system where Carbon Neutral purchases ecol-

ogically fragile landscapes, restores them with strategic

revegetation, secures carbon credits and ultimately

sells on the estate to finance further purchases.

Chairman, Matt Porter, said the purchase of the land

will contribute to a cycle that ensures biodiversity re-

mains an important factor of carbon sink programs. “A

number of public listed companies create carbon sink

plantations using Mallee Eucalypt trees and, while the

trees sequester carbon, the benefit to the environment is

limited,” he said.

“Southern Western Australia is one of the world’s

significant biodiversity hotspots. By allowing mo-

noculture plantings in this fragile environment, we ig-

nore the complexity and sensitivity of the area’s

ecosystem. A much more comprehensive approach

would incorporate biodiverse plantings to recreate

natural habitats and reconnect native species.”

Mr Porter said the same area is also facing enormous

pressures through land clearing and climate change.

‘Trees for Tomorrow’ was launched this month with

the release of three parcels of land in rural WA.

One site is 404 hectares at Badgebup, 45 kilometres

east of Katanning, which is only partially planted with

160 hectares to give the owner options for land use.

A site at Cranbrook is 251 hectares and close to the

Albany Highway. It has a building envelope, views to

the Stirling Ranges and beautiful remnant vegetation

with lovely orchards and wildflowers, he said.

A 326 hectare site at Boxwood Hills, half an hour

from Bremer Bay, has a good aspect of Bluff Knoll, is

near two National Parks and adjacent to reserves on two

of its sides.

Carbon Neutral’s initiative is supported by Gon-

dwana Link, an organization that helps restore biodi-

versity across Southern Western Australia.

Gondwana Link director, Keith Bradby, said “Eco-

logical restoration is an essential but expensive exercise

that needs more than donations and occasional govern-

ment grants. Carbon has to become a major part of the

solution to our challenges in south western Australia.”

“The prevailing carbon offset system is flawed as it

can permanently lock up land with little regard for bio-

diversity and the very significant ecological values we

achieve by linking habitats.”

Two of the three properties being offered for sale

contribute significantly to achieving the Gondwana

Link, which is aiming to fill critical gaps in the remain-

ing wildlife habitat of the south west region.

The selling agent for ‘Trees for Tomorrow’, Marc

Drexel, is using the Carbon Neutral land release to

launch his new environment-focused real estate com-

pany, ARCeden. He says the opportunity to invest is

not simply an ethical investment, or a well located life-

style opportunity, but may give the new owner potential

for some of the carbon sequestration benefits and a fu-

ture income from carbon sink tree plantings.

Carbon Neutral land sale prices start from $269,000

to $499,000 and carbon credit profit share incentives

can be negotiated.
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Eco Innovation Forum 2011 -
Smart Solutions Meeting Smart
Money

By Philip Thomson

Eco Investor Media

A strategy for a low carbon emission future may still

not be finalised at government level but this did not stop

a significant group of government agencies, business

angels, venture capitalists, fund managers and a large

number of companies developing environmentally

positive products and services meeting in Sydney to

discuss the future of the eco positive industry.

The editor of Eco Investor, Victor Bivell, opened

the Eco Innovation Forum outlining how the industry

continued to show innovation, returns on investment

and a bright future as the industry anticipates a formal

low carbon future.

Federal Government sentiment is certainly directed

to an environmentally positive future and this was rein-

forced by a presentation from Kerry Rooney, General

Manager, Export & Investment, Austrade. Austrade is

committed to contributing to trade and investment to

help meet Australia's commitments to alleviate climate

change.

Ms Rooney outlined how clean technology invest-

ment throughout the world is still growing strongly,

with wind the leading sector for investment, and Aus-

tralia is still the third largest investor in clean technol-

ogy products and services in the Asia-Pacific region.

Certainly, government initiatives including Com-

mercialisation Australia, demonstrate public policy ef-

forts which can help in commercialising

environmentally positive products. To date, Commer-

cialisation Australia has allocated just under $45 mil-

lion in grants to 115 successful applications, according

to Doron Ben-Meir, the CEO of Commercialisation

Australia.

Because so many early stage businesses were at the

Forum, the interest in varying funding platforms was

significant. Paul Niederer of the Australian Small Scale

Offerings Board (ASSOB), who have raised over $130

million for over 220 businesses, offered an overview of

how investors move from friends, family, followers and

fans to venture accelerators, capital raising platforms,

angel investors and finally venture capital funds. The

social proof investor support model demonstrates how

the Australian Small Scale Offerings Board can gener-

ate funding opportunities for many small businesses.

The venture capitalists that Paul Niederer alluded to

include Cleantech Ventures who have two funds under

management in this sector, the Cleantech Australia

Fund of $50 million and the CEGT Fund (Centre for

Energy & Greenhouse Technologies) of $30 million.

Cleantech Ventures have a range of environmentally

positive products in their portfolio and Mark Bonnar,

the Investment Director of Cleantech Ventures, fea-

tured Metallic Waste Solutions (MetSol), an industrial

process recycling company recovering zinc oxide, and

Ilum-a-Lite, an energy efficient lighting product and

services company as success stories.

Another venture capitalist, Starfish Ventures, out-

lined what industry sectors are hot in the market place

at the moment and what is not. A bold list presented by

Ivor Frischknecht, the Investment Director at Starfish

Ventures, includes the hot sectors: solar energy, wind

management/ optimisation, energy demand manage-

ment, energy efficiency and energy storage - and of

course, those industries that are not: fuel cells, hydro-

gen, biofuels, waste management and water efficiency -

an interesting list.

Kixstaart Innovation Group provides seed and early

stage equity, management, mentoring and marketing

for start up ventures through its Kixstaart Innovation

Centres. John Rivett, the founder and Group Managing

Director of Kixstaart Innovation Group demonstrated

how the Kixstaart early stage platform can help develop
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the eco positive sector. The entrepreneur's skills list of

the seven skills, innovation, production, marketing &

sales, distribution & logistics, management, financial

control and fundraising was the message from Mr

Rivett on characteristics of successful entrepreneurial

companies from his extensive experience and network

of companies. If an innovator does not have this skills

set, then they have to buy it in. Bio Cane, a company in-

volved with the Kixstaart Innovation Group, showed

how premium cattle feed can be developed from dis-

carded sugar cane refuse.

Innovation means that Intellectual Property has to

be protected. Justin Blows of patent attorneys, Griffith

Hack, illustrated how businesses need to protect their

intellectual property (patents, trademarks, designs and

trade secrets) to increase their value in attracting inves-

tors, particularly venture capital, potentially at a lower

cost. Australia's clean tech industry has minimal regis-

trations in intellectual property which is concerning in

the information age, according to Mr Blows.

The federal government's commitment to low emis-

sion initiatives was further demonstrated by professor

Mary O'Kane, the Chair of the Australian Centre for

Renewable Energy (ACRE). ACRE has two funds of

$100 million each to help develop technologies that re-

duce emissions in energy generation. The two funds,

the Renewable Venture Capital Fund and the Emerging

Renewable Program, are offering funds for low emis-

sion outcomes as part of the Australian Government

Clean Energy Initiative. The Renewable Venture Capi-

tal Fund capital will be assigned through venture capi-

talists.

Apart from angel investor platforms such as the

Australian Small Scale Offerings Board (ASSOB) and

the Kixstaart Innovation Group, government depart-

ments and venture capitalists, the event also featured

some environmentally positive innovative companies.

Sylvia Tulloch, the chairman of EcoQuest, a com-

pany developing biodegradable nappies, was also the

founding managing director of Dyesol Limited (and

now a non-executive director and a major shareholder),

a dye-sensitised solar cell (DSC) manufacturer. Ms

Tulloch outlined a history of developing a high technol-

ogy business over 20 years to become market ready, as

Dyesol is now close to achieving.

The second of the three eco innovation companies

was BioPower Systems, with designs for large scale

wave technology electricity generators. The designs, as

big as 50 metres tall, capture wave energy at depth and

not just at the surface. BioPower Systems also offer a

lock down system to minimise damage in heavy seas.

BioPower are looking for investors, as their Port Fairy

pilot generator is approaching the building stage.

The final eco innovation presenter on the day was

BuildingIQ, who offer software and services on a sub-

scription basis to manage buildings in an energy effi-

cient fashion. Certainly, BuildingIQ is riding the wave

of interest in the development of "green buildings" as

energy costs and returns on investment by building

owners are both major concerns.

The eco innovators who presented at the Eco Inno-

vation Forum are all exciting companies, and there is a

myriad of other companies developing other exciting

technologies throughout Australia.

In regard to research and development, research has

never been Australia's weakness. Development has al-

ways been the "hard part" for a smallish economy. Gov-

ernment initiatives are showing some encouraging

signs in the environmentally positive industry sector.

Austrade is bringing the developed technologies to the

world. Investment platforms such as the Australian

Small Scale Offerings Board and Kixstaart Innovation

Group are taking up the business funding, investment

and development challenge and with environmental

concerns and energy costs only becoming more acute,

the focus on eco innovation will become more impor-

tant.
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Welcome to Eco Innovation
Forum 2011

Good morning ladies and gentlemen. My name is

Victor Bivell; I’m the founder of Eco Investor Media,

and it’s my pleasure to welcome all of you here today

for our second Eco Innovation Forum.

These innovation forums are about commercializing

environmental technologies and businesses. Everyone

here knows that Australia has plenty of environmental

innovations, that we have no shortage of technological

creativity.

Everyone here also knows that turning those innova-

tions into profitable businesses is tough, time consum-

ing and expensive.

The purpose of these Forums is to try and make that

job just a little bit easier. So let me thank the organiza-

tions and people who have made today’s Forum possi-

ble.

In particular our sponsors - Austrade, ASSOB and

KixstaartBoard. Without their support this Forum

wouldn’t have happened, and certainly not in such a

great venue.

Thanks also to our speakers. Their organizations are

an important part of Australia’s commercialization in-

frastructure. We have key government agencies, ven-

ture capital firms, angel networks, an IP law firm and

successful environmental entrepreneurs.

All of our speakers are among the most experienced

environmental investors and technology commercializ-

ers in Australia today. I know you’ll find their presenta-

tions very interesting and worthwhile.

Thanks also to all of our delegates. Many of you

have come from around Australia. We had a surpris-

ingly good number of interstate and country delegates

last year, but I think we have even more this year, and I

think the only places we’re missing are Tasmania and

the Northern Territory. It would be fair to call this a na-

tional Forum, and I thank you for making it so.

The other interesting fact is the large variety of inno-

vations here today. I said it in my last emailout, but I

think it’s worth repeating. We have delegates here from

most environmental sectors - solar energy, waste to en-

ergy, wind energy, ocean energy, geothermal energy,

bio energy, water, waste water, recycled plastics, air

pollution, emissions reporting, building products,

cleaning products, instrumentation, sustainable design

and other leading edge businesses.

It’s a great list, and it makes for a great networking

opportunity. So don’t hold back. We’ve got four net-

working sessions including a terrific lunch, so stay for

the whole Forum if you can and make the most of it. If

you’re commercializing an environmental business,

and you haven’t won the lottery, there’s no better place

to be today than right here.

I wish I could say the environment for cleantech was

as good outside as it is inside, but it’s not. There’s been

a big change in cleantech’s fortunes in recent times. So

if I could make just one political comment, it’s this.

Both major parties are to blame. I date that change from

when Tony Abbott took the leadership of the Liberal

Party and then prime minister Kevin Rudd postponed

the Emissions Trading Scheme. It’s been tough for

cleantech and clean energy ever since.

It remains to be seen if the carbon tax can reverse

this. Even if it can, I suspect it won’t happen quickly.

Everyone here has been around long enough to have

seen whole industries rise with government support,

and whole industries, sometimes the same industries,

fall when that support is withdrawn. The latest example

may even be happening here in NSW as we speak with

the solar feed-in tariff fiasco.

So we need to change how our leaders view clean-

tech; and ideally we need policies that have bipartisan

support.

And to do that we need to be successful. We need a

strong cleantech sector that can stand on its own two

feet, in some cases, despite the politicians.

So as our entrepreneurs go about turning their ideas

into businesses, their best response, where it’s possible,

is to be successful anyway.

Success can come in small steps, sometimes some

bigger successes and hopefully you’re soon in for a

great ride. Maybe even the ride of your life.

At Eco Investor we want you to be successful.

That’s how you can help the environment, your clients,

your shareholders, and your staff.

In the long term, that’s how you can also help our

readers. We hope some of you will one day go on to list

on the ASX, and grow into substantial businesses.

Our readers have very high environmental stan-

dards, they are very picky. They want and need busi-

nesses like yours to give them more investment choice

and to help them achieve their financial goals.

So we need you to be successful. Australia needs

successful environmental entrepreneurs. I hope today

helps you in some way to achieve that.
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