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AIM bounces back in 2009

AIM has enjoyed a resurgence in 2009. The
main AIM index has risen by more than
one-third during 2009, whereas the FTSE
All-Share index has declined by 1.25% over
the same period.

The FTSE AIM All-Share index has jumped
from 394 at the end of 2008 to 529 on 17
June.That is a 34.1% increase with most of
the improvement coming since March. The
2009 peak of the AIM index was 546.6 on
the 12 June.

This rise has been fuelled by the recovery
of some smaller companies where investors
were worried about their survival.

Some recovery plays have also performed
strongly whereas many larger, more soundly
based companies appear to have been left

behind - in the short-term at least.

That is indicated by the outperformance
of the AIM All-Share compared with the
AIM 50 and AIM 100. They have not kept
pace with the AIM All-Share. The AIM 50
has risen 26% and the AIM 100 by 25.8%.

Fundraising activity has also picked up
strongly in the past two months.

Nearly £366m was raised through
secondary share issues in May, well above
the £202m raised in March. June and July
are set to be even better months.

Many of the cash calls announced in
June will not show through until July
but they include £63.4m raised by Regal
Petroleum and £50m raised by drug
discovery group Proximagen.

Call for AIM to introduce two-tiers

AIM is facing calls to be more ruthless in
dropping underperforming companies

and to introduce a two-tier structure to
promote the best listed firms.

“AIM has to change” said Dru
Edmonstone, head of corporate broking
at Rivington Street Corporate Finance,
speaking at this month'’s ‘AIM for recovery’
conference.

He wants to see a two tier market
structure. Companies below a market value
threshold would be relegated to an‘AIM
Lightto increase the overall quality of the
main tier of the junior market.

Edmonstone describes AIM, which was 14
years old on 19 June, as “a bolshie and lazy
teenager,” which requires a shake up.

He believes AIM should be more like
Nasdaq in the way it handles its companies.

If a Nasdag company share price falls
below $1 or the company fails to fulfil
other criteria over 30 consecutive days the
company is sent a “deficiency notice”

The Nasdaq quotation will be lost and
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trading transferred to the over-the-
counter market if the company does

not meet the required standards for 10
consecutive days during a 90 day period.

Edmonstone wants AIM’s second tier
to be the equivalent of an OTC market.
This second tier would be more illiquid
but it would leave the core of AIM as a
potentially more attractive market for
investors.

However, even Nasdaq has felt recent
market volatility required a suspension of
the rules requiring the minimum market
price and market value.

Nasdaq suspended these delisting
rules on 16 October 2008 because of the
turmoil in the financial markets. The sharp
falls in share prices meant that the share
prices of more and more companies were
falling below the $1 level, which can lead
to delisting.

It was estimated that this led to a
reprieve for at least 125 companies in the
following three months.
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New issues activity starts to recover

Max Property’s successful flotation in
May appears to have sparked more
activity in the AIM new issues market.
Two differing property investment
vehicles and a shell intending to
acquire media companies are already
lining up to join AIM.

Guernsey-registered NewRiver
Retail wants to raise even more
money than Max. NewRiver, where
Merrill Lynch is nominated adviser
and broker, aims to raise £250m
compared with Max’s £200m fund
raising. NewRiver will use the cash
to buy UK retail property. The
company is looking for capital and
rental growth and believes that
property with value retailers and food
retailers as tenants will provide the
best targets. There could be some
refurbishment or even development
opportunities.

NewRiver chief executive David
Lockhart is the former boss of
Halladale. At the beginning of 2007
Australian property group Stockland
Corp bid 225p a share in cash for
the property investment company,

valuing itat £171m.

Former Aggregate Industries boss
Peter Tom is a non-executive director
of NewRiver and British Horseracing
Board chairman Paul Roy is its
chairman. The directors are investing
at least £4m in the company.

Agricultural land investor Braemar
UK Agricultural Land wants to raise up
to £20m at 100p a share. This is a spin
off of AIM-quoted Braemar Group and
it raised £2.24m net of expenses from
previous offers. Braemar boss Marc
Duschenes says that he was keen to
launch the offer for subscription and
come to AIM last year but his broker
WH Ireland advised against it.

Duschenes says that the reception
for the offer has been good. He has
been presenting to private client
brokers and wealth managers. The
offer is due to close on 22 July and the
minimum subscription level is £5m.

Critical Information Group has
been set up to acquire companies in
the business-to-business publishing
and events sector. These businesses
should be cash generative and

Plus and Aim settle dispute

Plus Markets Group has settled its
long-running dispute with AIM. This
means that it will be trading in all AIM
company shares by 1 September 2009
at the latest. The exact date depends
on how long its takes the London
Stock Exchange to implement rule
book changes.

Plus has promised to supply all
required real-time data and regulatory
information to the London Stock
Exchange. This will enable the LSE to
ensure AIM companies’ compliance
with AIM rules. Market makers will
quote and trade report on Plus’s Plus-
traded platform and not be required

Cash shells must disclose more

Investing or shell companies will

have to be more specific about their
strategy following changes to the AIM
rules.

This is part of a group of general
rule changes instigated by AIM,
though the changes to the rules for
investing companies are the most
significant.

2 June 2009
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Shells will be required to publish
a detailed investing policy as soon
as possible or at the very least six
months after 1 June publishing date
of the AIM notice.

The detailed investing policy will
not require shareholder approval
unless it is a significant change
to the previous policy, so costly

profitable. Target markets include
academic, construction, finance,
healthcare, legal, market research,
medical and scientific.
Executive chairman David Smith
was the boss of publisher Taylor
& Francis prior to its purchase by
exhibitions organiser and publisher
Informa.
Chief operating officer and
finance director Anthony Foye and
non-executive director Jonathan
Conibear were also at Taylor & Francis.
Foye ended up as finance director
of Informa before leaving at the
end of 2007. The other director is
Peter Bazalgette, who as boss of TV
producer Endemol was responsible
for bringing Big Brother to the UK.
Smith and Foye each own 50% of
Critical Information, which has not
revealed how much that it wants to
raise. As a shell it will have to raise at
least £3m in order to join AIM. Singer
is the nominated adviser and broker.
NewRiver is expected to join AIM
on 24 June, while Critical Information
plans to join the following day.

to make any additional trade reports
to the LSE. Rule changes will enable
firms the right to choose whether they
trade in AIM shares via the LSE or Plus.
Each side paid its own legal costs
and there were no admissions by
either company. Neither side will
comment further on the deal.

circulars won't be required by most
companies. The policy will have to be
published on the company’s website
and in the next annual report.

This rule is designed to stop the
investing companies pursuing a
strategy that is so wide it provides
no real indication of what they might
acquire.

www.finncap.com
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Astaire Group has received a
£225,000 fine and public censure
from the AIM Disciplinary Committee
for rule breaches while it was acting
as nomad to Worthington Nicholls in
2006 and 2007

The ADC found that Astaire
failed to assess adequately the
company's appropriateness for AIM
prior to admission; failed to carry
out appropriate due diligence and
to advise the company properly
regarding certain disclosures at
admission; failed to advise the

company properly in respect of
certain announcements after
admission; and failed on one
occasion to liaise appropriately with
the LSE.

In a statement, Astaire said
it welcomed the fact that this
matter has now been brought to a
conclusion, adding it gave its full co-
operation to the exchange during its
investigations and has accepted the
exchange's findings.

“None of the executives involved
in the matters which gave rise to the

censure and fine remain employed
by the company which is now
under new management and has
recently undergone a significant
reorganisation,” Astaire added.

B Tokyo AIM has approved six
nomads for the new Japanese
version of the junior market. The
six are Daiwa Securities SMBC,
Mitsubishi UFJ Securities, Mizuho
Investors Securities, Mizuho
Securities, Nikko Citigroup Limited
and Nomura Securities.

FinnCap
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COMPANY NEW BROKER OLD BROKER NEW NOMAD OLD NOMAD DATE
RCG Holdings Ltd Evolution/Evolution China Investec Evolution Investec 01/05/2009
Blue Oar Fairfax IS/Blue Oar Daniel Stewart Fairfax IS Daniel Stewart 01/05/2009
Water Hall Group Religare Hichens Harrison Blue Oar Blomfield Blue Oar 01/05/2009
Thor Mining Daniel Stewart Religare Hichens Harrison Daniel Stewart Blomfield 01/05/2009
Earthport Panmure Gordon Cenkos Panmure Gordon Cenkos 05/05/2009
Caza Oil & Gas Inc Hanson Westhouse/Haywood Noble/Haywood Hanson Westhouse Noble 05/05/2009
Rheochem McCall, Aitken & McKenzie Blue Oar Blue Oar Blue Oar 05/05/2009
Advance Frontier Markets Fund Ltd Numis Fairfax IS Grant Thornton Grant Thornton 06/05/2009
Red24 Seymour Pierce HB Seymour Pierce HB 06/05/2009
India Hospitality Corp Deutsche Bank Deutsche Bank Grant Thornton Deutsche Bank 06/05/2009
RAM Investment Rivington Street HB Beaumont Cornish Beaumont Cornish 07/05/2009
Medicsight Daniel Stewart Nomura Code Daniel Stewart Nomura Code 07/05/2009
Coms Alexander David Daniel Stewart Dowgate Daniel Stewart 07/05/2009
Commoditrade Inc Liberum WH Ireland Strand Strand 07/05/2009
Tejoori Ltd HB Investec HB Investec 08/05/2009
Prime People Cenkos Arbuthnot Cenkos Arbuthnot 11/05/2009
Petroneft Resources Canaccord Adams/Davy Davy Davy Davy 11/05/2009
Sutton Harbour Arden Blue Oar Evolution Evolution 12/05/2009
Relax Group Cenkos Seymour Pierce Cenkos Seymour Pierce 14/05/2009
Shanta Gold Ltd Fairfax IS GMP Fairfax IS Panmure Gordon 14/05/2009
AssetCo Arden RBS Hoare Govett Arden RBS Hoare Govett 14/05/2009
Ambrian Capital Fox-Pitt Kelton Fox-Pitt Kelton/Ambrian Fox-Pitt Kelton Collins Stewart 14/05/2009
DQ Entertainment Religare Hichens Harrison Evolution/E*Trade Blomfield Evolution 15/05/2009
Ideal Shopping Direct Fairfax IS Numis Fairfax IS Numis 15/05/2009
BP Marsh & Co Arbuthnot Religare Hichens Harrison Arbuthnot Ambrian 18/05/2009
Island Oil & Gas Matrix/Alexander David/Davy Davy Davy Davy 18/05/2009
Pantheon Leisure Seymour Pierce Dowgate Seymour Pierce Dowgate 19/05/2009
Xtract Energy Smith & Williamson WH Ireland Smith & Williamson Smith & Williamson ~ 19/05/2009
Uruguay Mineral Exploration Inc Matrix RBC Capital Markets Matrix RBC Capital Markets 21/05/2009
Island Gas Resources Cenkos Brewin Dolphin Cenkos Brewin Dolphin 21/05/2009
IS Pharma Piper Jaffray Noble Piper Jaffray Noble 21/05/2009
Westmount Energy Ltd Cenkos Ruegg Cenkos Ruegg 21/05/2009
Renewable Power & Light Libertas Libertas Grant Thornton Libertas 22/05/2009
IS Solutions FinnCap Brewin Dolphin FinnCap Brewin Dolphin 22/05/2009
Zetar Altium Altium/Investec Altium Investec 22/05/2009
Crosby Asset Management Inc Strand Matrix Strand Strand 22/05/2009
Aisi Realty Public Limited Seymour Pierce Libertas Seymour Pierce Libertas 26/05/2009
Mobile Streams Singers Teathers Grant Thornton Grant Thornton 27/05/2009
Meridian Petroleum Evolution Ambrian Evolution Ambrian 27/05/2009
Surface Transforms Seymour Pierce John East Seymour Pierce John East 28/05/2009
Henderson Morley Rivington Street Hybridan Brewin Dolphin Brewin Dolphin 28/05/2009
Cluff Gold Evolution/BMO WH Ireland Evolution WH Ireland 29/05/2009
June 2009 : 3
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Proximagen’s £50m cash call

PROXIMAGEN NEUROSCIENCES

Proximagen Neurosciences has
raised £50m to acquire and in-licence
drug development programmes.
This will increase the size of the
company by more than 160%. Nearly
all the cash came from existing
shareholders.

Chief executive Kenn Mulvany
would like to buy or licence
individual assets or treatments
but he will also buy companies.
Acquiring a company could bring
with it additional expertise or tax
losses.

Proximagen will get £49m after
expenses and already has just over
£10m in the bank. That is thanks

Henderson Morley EIS offering

PROXIMAGEN (PRX) 140.00p

12 MONTH CHANGE % + 36.59 MARKET CAP £m 30.21

TURNOVER £m 0.27 FORECAST P/E N/A
200p
170p
140p
110p
80p

50p I 1 |
SEP DEC MAR JUN
Source: DigitalLook.com

to the $6m payment from Upsher-
Smith Laboratories for the licensing
agreement for PRX1, Proximagen'’s
main Parkinson’s disease treatment.
PRX1 should enter clinical trials
before the end of 2009.

More cash could be generated
from the Upsher-Smith deal over the
coming years. Mulvany is in no hurry
to spend the cash. He expects to use
the money over the next three years.
Due diligence is being carried out on
some potential targets.

Tarsus bids
for CapRegen

Pharmaceuticals & Biotechnology

CAPREGEN (CGN)

12 MONTH CHANGE % -5.71
TURNOVER £m 0.27

MARKET CAP £m 3.67
FORECAST P/E N/A

Fully listed-exhibitions organiser
Tarsus Group is acquiring anti-
ageing and regenerative medicine
investments company CapRegen.
The attraction is the cash in the
bank. The recommended offer is
effectively a fund raising for Tarsus.

CapRegen was a spin-off from
Tarsus. It raised £3.2m gross at 5p a
share when it joined AIM on 19 July
2007. Since then it has made three
investments.

Tarsus is offering one of its own
shares for every 24 CapRegen
shares. Tarsus shares are trading
at 102p each so this values each
CapRegen share at 4.25p and the
company as a whole at £3.78m.

There was still £3.5m in the
balance sheet at the end of 2008.

Pharmaceuticals & Biotechnology

HENDERSON MORLEY (HML)

12 MONTH CHANGE % - 50.00 MARKET CAP £m 234
TURNOVER £m 0.02 FORECAST P/E N/A

Henderson Morley intends to
focus on its vaccines business and
it is raising up to £1m to finance its
expansion. This is a fast growing
sector and should grow more
quickly than other parts of the
pharmaceuticals market.
Henderson owns the intellectual
property rights to PREPS and L-
particles, a vaccine technology
platform. The technology has
potential for the treatment of

4 June 2009

FinnCap

cancer and trial batches of vaccine
candidates have been produced.
The intention is to partner with
international research organisations.

Henderson lost £490,000 in the
six months to October 2008 and
the cash outflow was similar. It
raised £292,000 at 0.2p a share in
January 2009 and, with the cash left
in the balance sheet, this should
have covered the subsequent cash
outflows although it is unlikely to
last much longer.

Henderson wants to raise up to
£1m at 0.25p a share via an offer for
subscription. The cash will provide
working capital to finance further

development of the vaccines. This
fund raising is eligible for Enterprise
Investment Scheme relief.

There is an additional incentive
for existing shareholders. They will
receive one additional share for
every 10 shares that they subscribe
for. Existing shareholders will also
been given priority if the offer
is oversubscribed. Directors and
other investors have underwritten
the minimum subscription level of
£250,000, which will raise £190,000
net of expenses.

It is selling its ICVT (lonic Contra
Viral Therapy) business, but is
keeping the technology for animals.

www.finncap.com
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GOALS SOCCER CENTRES (GOAL) 219.50p

12 MONTH CHANGE %  -23.25 MARKET CAP £m 106.59
TURNOVER £m 23.95 FORECAST P/E 15.40
300p
260p
220p
180p
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100p 1 1 1
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Goals Soccer Centres is raising
£11m in order to reduce its
borrowings and give it more scope
to expand.

The five-a-side football centres
operator intends to increase its
annual rate of new openings
from four to six. As always, this is
dependent on finding the right sites.
Goals ended 2008 with net debt of
£41.5m. Management has always
been confident that, while the debt
appears high, it is no problem for a
business that is as cash generative
as Goals.

However, the share price had more
than halved over the past year. This
is more a case of negative sentiment
against all companies with high
borrowings than any significant
worry where Goals is concerned.

The cash raising will help to ease
those worries and make it possible
to grow faster.

Goals has always had a good
record of growth in profits. House
broker KBC Peel Hunt still expects
profits to rise from £8.2m to £9.5m
in 2009 but the placing will dilute
forecast earnings per share from
15.1p to 13.9p - still higher than the
12.8p a share in 2008. It takes time
to reinvest the cash in new centres
so the full benefits of the investment
won't be seen for a couple of years.

FinnCap

FAES RE
BENSON

LLP

www.faegre.co.uk

TMN’s Progressive future

TMN GROUP (TMN)

12 MONTH CHANGE % -76.64  MARKET CAP £m 9.70
TURNOVER £m 22.53 FORECAST P/E N/A

Progressive Digital Media Group, a
business run by Michael Danson, the
former boss of research company
Datamonitor, is reversing into email
marketing and online advertising
provider TMN Group. Danson is also
a non-executive director of TMN.

Progressive is involved in
conferences, events, magazines
and web portals. Progressive has
acquired a portfolio of magazines
from Wilmington and also bought
the then AIM-quoted SPG Media
Group. Danson believes that the
enlarged business will have a better
spread of activities.

TMN is issuing 292m shares to
pay for Progressive, which will give
Danson a 79% stake in the acquirer.
The number of shares issued is based
on the relative financial contributions

expected from Progressive and TMN.
Email advertising is a tough market
and TMN has already warned that

its figures for the year to April 2009
will be disappointing. Cost cutting
should help to improve the current
year’s figures, though.

Progressive has a £9m loan
which is repayable in 10 years.

An additional loan of £2m will be
provided to TMN for a two year
period.

Danson and one other director
are staying on the board of TMN
with the other directors standing
down after the reverse takeover.
Two additional directors will join the
board. TMN will change its name to
Progressive Digital Group.

TMN shares returned from
suspension after the reversal was
reported. They were suspended on
18 February 2009 at 4.875p a share
and returned 5.625p higher at 10.5p
a share. They have risen further since
then.

Hamworthy keen to acquire

General Industrials

HAMWORTHY (HMY)

245.00p

12 MONTH CHANGE % - 56.94 MARKET CAP £m 111.26
TURNOVER £m 252.83 FORECAST P/E 7.80

Full figures from Marine LPG
handling systems manufacturer
Hamworthy’s showed underlying
profit was £24.5m in the year to
March 2009, against £17m the year
before.

Order intake reduced by 22%
over the previous year but the order
book of £260m is still impressive
and covers more than one year’s
work. There have been very few
cancellations of orders.

Profits are expected to fall this
year. Even though the order book

has declined it still underpins
forecasts for the coming year. The
cost base is being reduced and
analysts expect profits of around
£18m-£19m in the year to March
2010. It is possible that profits
could fall again the following year
depending on whether the order
book picks up again.

Net cash was £55.5m at the
end of March 2009. There is also
a borrowing facility that is only
required when the company has to
post a bond to get a contract.

The cash could be used for
acquisitions. Hamworthy is keen
to acquire businesses that have
new products that will broaden its
product range.

June 2009 5
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Qualifications boost Education
Development prospects

Support Services

Qualifications and educational
services provider Education
Development International
continues to beat forecasts even
recently upgraded ones.

EDI’s interim figures prompted the
third profit forecast upgrade this
year. The success has led to a near-
tripling of the share price in the past
six months.

Nominated broker Brewin Dolphin
forecast profits of £3.7m for the year
to September 2009 at the time of last
year's annual results announcement
in November 2008.

EDI achieved profits of £3.64m at
the interim stage. The full year profit
forecast has been upgraded yet
again - this time to £8.1m.

Jim Slater and his family own 6.1%
of EDI and Slater Investments owns a
further 5.44%.

EDI’s revenues grew by one-third
to £12.8m in the six months to March
2009. The majority of the growth in
interim profits and revenues came

from the core UK qualifications
operations.

Acquisitions helped but there was
significant organic growth as well.
New contracts with supermarkets
group J Sainsbury and ESG, one
of the UK’s largest private training
providers, meant that revenues from
vocational qualifications jumped
by 70%. A new qualification for
taxi drivers boosted revenues by
£910,000 but this level of revenues
won't be repeated.

The international qualifications
business did well thanks to a
combination of organic growth and
positive exchange rate movements.
The small support and broadband
services business also increased its
contribution.

Group profits were also boosted
by the release of a £182,000
provision for a pension protection
fund levy. EDI has managed to
reduce its admin and operational
costs helping even more of the

Servoca returns to profit

Support Services

Servoca moved back into profit in
the first half of its current year. The
educational, medical and police
recruitment and services provider
reported an 83% increase in
revenues to £30.1m to March 2009.
This helped Servoca move from
a loss of £363,000 to a profit of
£856,000. Stripping out the profits
and losses on closed businesses the
swing from loss to profit was even
sharper - £569,000 loss to £1.19m
profit.
The acquisition of Academics,
a contract teacher supplier, has
significantly increased the size of the

6 June 2009
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SERVOCA (SVCA)

12 MONTH CHANGE % - 45.61 MARKET CAP £m 17.15
TURNOVER £m 42.05 FORECAST P/E 7.75

education division and it is set to
overtake medical in revenue terms.
It already provides the vast majority
of group profits. The medical division
is cutting its cost base and closing
branches in order to improve its
operating profits.

The secure solutions division
is smaller and expansion will be
focused on education and medical.
New chief executive Andrew Church

EDUCATION DEVLOPMENT (EDD) 117.50p

12 MONTH CHANGE % +203.23 MARKET CAP £m 68.04
TURNOVER £m 21.50 FORECAST P/E 10.60
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additional revenues to drop through
to profit. The interim dividend has
been increased from 0.12p to 0.4p a
share.

The shares are trading on 10
times prospective earnings for 2008-
09. EDI continues to win additional
contracts from the likes of Lidl and
DSG International but it takes time
for the business to build up. That
means that there is still more growth
to come from existing business.

believes that the educational

sector has particularly good growth
prospects. He likes the fact that each
head teacher has control over their
own budget. The NHS, in contrast, is
more centralised.

House broker FinnCap forecasts a
swing from a loss of £200,000 to £2m
profit in the year to September 2009.
The education recruitment business
is stronger in the second half. The
shares are trading on around nine
times prospective 2008-09 earnings
or 12 times fully taxed earnings.
Servoca raised £5m at 8p in March
20009.

www.finncap.com
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Climate Change For Corporate Governance

By SIMON W. HOLDEN and JAMES BARKER

ith the near-
Wc alamitous
collapse of the

global financial sector
and the malaise that
followed, it was only a
matter of time before the
corporate governance
practices of public
companies would be
scrutinised.

Policy makers are
asking why some publicly quoted
companies failed to foresee, or at
least mitigate, the events which
have engulfed them. Attention has
focused particularly on boards of
directors, and apparent corporate
governance failures, which has led to
a series of reviews covering financial
regulation, banking governance
and the operation of the Combined
Code on Corporate Governance (“the
Code”).

Earlier this month, the Institute
of Chartered Secretaries and
Administrators (“ICSA”) published its
report on “Boardroom Behaviours”
- which is designed to assess the
varying board performance of
companies during the financial crisis.
This report contributes to a larger
assessment being undertaken by the
Financial Reporting Council (“FRC"),
which is charged with analysing the
impact of the Code on companies.
Although AIM companies are not
generally expected to adopt the
Code, since it is more applicable to
larger sophisticated companies, the
practices they typically adopt tend
to be loosely based on the Code,

FinnCap

through guidance provided by the
Quoted Companies Alliance and
the National Association of Pension
Funds.

The argument that AIM’s previous
successes and significant popularity
stems in large part from its lighter
regulatory touch is well rehearsed.
Nevertheless, it is fair to say that
the level of corporate governance
varies hugely across the AIM market,
with some companies adopting
governance regimes firmly based on
the Code.

However, ICSA'sfindings have shown
there to be very little guidance within
the Code on the factors that drive
boardroombehaviourandbelievesitto
be both possible and recommendable
to formulate expectations as to
suggested boardroom behaviour
within the Code.

Clearly, the Code (with or without
any future set of boardroom
behaviour guidelines) is not designed
to be followed by AIM companies in
its entirety. However, the flexibility
offered to companies with an AIM
quotation is that they are able to
implement the parts of the Code, and
any applicable boardroom behaviour
guidelines, which suit their specific
circumstances.

ICSA believes that despite the best
intentions of many boards to improve
on existing standards of behaviour
in the boardroom, “directors need
to develop a greater awareness of,
and commitment to, ‘fit for purpose’
governance as the means by which
the board can collectively agree the
business objectives of the Company.”

Over the past year, many directors’
reputations have been irreparably
damaged, having been judged to
be the architects of the decline of
their respective companies. Others
have been criticised for awarding
discretionary bonuses despite failing
to meet performance targets. This has
led to questions being raised as to
the way boards behave and ICSA is
of the view that “strong standards of
performance in terms of boardroom
behaviour should bolster directors’
reputations.”

Whereas increased regulation
appears to be inevitable, many believe
that the corporate governance regime
is not inherently broken, but rather its
effectiveness has been undermined
by a failure to observe appropriate
boardroom behaviours. Some argue
that it merely represents a structural
weakness, which can be addressed by
a deeper understanding of a greater
commitment to the inter-relationship
between transparency, accountability,
disclosure, trust and confidence.
Furthermore, any future guidance
on boardroom behaviour could go
some way to safeguarding against
the dramatic corporate failures which
have occurred.

O
Z SIMON W. HOLDEN (Associate) and

JAMES BARKER (Trainee) are members
of the Corporate team of international law
firm Faegre & Benson LLP, based in the London
office. The firm advises a number of AIM-quoted
companies as well as Nomads and brokers. Both
can be contacted on +44 (0)20 7450 4500, or
emailed at sholden@faegre.com or jbarker@
faegre.com.
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AIM's contractors stand firm

By LESLIE KENT

ompared to the house builders,
Cthe contractoing sector had a
very good 2008 during which
many firms produced record pre-tax
profits.
The reason is that they have
undergone a quiet revolution
involving a move from being the

Contractors listed on
performed resiliently.

predictable with a fair degree of
accuracy, even at the beginning of the
year. Examination of today’s buoyant
order books gives a good view as to
the outcome for the current year and
most are ahead of this time last year
but profits from the sale of residual
PFI/PPP interests might not be quite

AIM have by and large

lowest cost tenderer to an added
value services provider after physical
completion.

Although Private Finance Initiatives
and Public Private Partnerships are
by no means new, contractors are
now benefiting from those original
investments as residual values riseand
income streams become attractive to
other investors and many of these
disposals are being made on a yield
basis.

Clearly, this gentle transformation
has facilitated better managed
companies with profits streams
coming from both final settlements
and fees from on-going services.

In turn, it has taken much pressure
off the need to submit the lowest
tender in order to win an important
contract just to keep the workforce
employed.

As a result, work is being taken on
selectively with operating margins
higher than they were five years
ago, enabling contractors to build
well structured order books, much
of which is now negotiated and is
repeat business.

Order books are now more visible,
not simply from a volume viewpoint
but also from cash flow and earnings
per share. The success of ‘08 was

8 June 2009
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as high, given the current economic
climate. For many, profits will not be
quite as high but not too far from last
year’s mark.

New work slowing

However, the New Orders in the
Construction Industry for 1Q'09 shows
that the total order flow is slowing not
simply because of house building but

look towards the end of ‘09 because
as part of the international reflation
package in 1Q'09, most of the G8
Group committed some very serious
amounts of money to improving their
respective country'’s infrastructure but
as yet, the details remain unknown.

Big commitment to infrastructure

So, the infrastructure part of the
Government's commitment to reflate
the economy is already beginning to
show in Office for National Statistics
data. We expect it to be stronger
towards the end of the year.
Contractors listed on AIM have by
and large performed resiliently. May
Gurney’sfinals were mixed with margin
gain in maintenance offset by decline
in shrinking EPS but a record order
book £1.25bn (incl. frameworks).
Interior Services' fee income is
improving but London is struggling,
which will be offset by strong gains

Cyril Sweett produced solid interim results with
revenue of 40% to £41m (9.9% organic)...

the impact of private industrial and
commercial activity.

Total new orders are down from
£10,793m to £6,664m or 38% and
one could be forgiven for thinking ‘its
housing!’

However, stripping out housing
leaves numbers that are still down
36% 1Q’09 versus 1Q’'08 and serious
students will know that Industrial and
Commercial orders have fallen from
£4,376m last year to £1,935m this
year or 55.7%. The strongest area is
infrastructure which is up 4.8%.

At this juncture, we would like to stay
with Infrastructure investment and

in other parts of UK, Asia and Europe.
Marginswereimpacted byacquisitions
in the short term as was retail, leisure
but there are good opportunities in
EEC and Asia.

Cyril Sweett produced solid interim
results with revenue growth of 40%
to £41m (9.9% organic), operating
profits up 30% to £3.4m but margins
down 0.5% as a result of 4 acquisitions
during the year but the second half
points to a slow down.
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Cash flows back towards AlM

There is much talk of green shoots at present, much of it imagined, but one
area where there is clear, tangible improvement is in the amount of new equity

cash flowing into AIM.,

Corporate financiers say there has
always been money out there, but
what has changed is the willingness
to invest.

The profile of companies raising
money is also different. At the
beginning of the year fundraisings
appeared to be either for larger
businesses with a sound base or
tiny amounts of cash to keep a small
company going for a few more
months.

This is changing. While there are
more large fundraisings, just as
important are the growing quantity
of cash calls for a few million pounds
that enable a small company to grow
its business.

Big money, little money

The largest cash raising by an existing
AIM company so far in 2009 was the
£130m placing by Omega Insurance in
January. That accounted for 79% of all
the cash raised that month.

The top three cash raisings in
January made up more than 86% of
the money raised during the month.

Since then the total money raised by
AIM companies has increased month
on month bar April.

In February, the top three raised
66% of the month’s cash, while the
percentage was around 54% in March
and April. It fell further to just over
41% in May.

It suggests that, not only are some
companies starting to raise more
significant amounts, but there are a
wider range of companies that are
raising money.

There was a blip in April but,
excluding that, money raised by

FinnCap

existing AIM companies has risen
month by month since last November.
The figure was £365.8m in May, up
from £106.7m in April and more than
the previous two months put together.

In March and May 2009 there was
more money raised by existing AIM
companies than in the corresponding
months in 2008. Existing companies
raised £194.9m in May 2008, which is
just over half the amount raised last
month.

cash over the next three years.

Mulvany, though, does not believe
that there will be “a tremendous
flood” of other pharma and biotech
companies raising large amounts of
cash.

He argues that a limited number of
the companies will get funding —“It will
be difficult for many of the companies
out there to raise a significant amount”.

Some companies running out of
cash might find it difficult to persuade

The largest cash raising by an existing AIM company
so far in 2009 was the £130m placing by Omega

Insurance in January.

Mining and financial companies
have dominated the main fund
raisings in the first few months of the
year and they are still significant.

Oil companies are showing signs
of raising increasing amounts of
cash with Afren and Regal Petroleum
recently raising large amounts relative
to their market value.

Even the pharma and biotech sector,
an absolute desert for firms looking for
money before Christmas, is proving to
be an attractive sector to investors.

Proximagen's jaw-
dropper

One of the stand out cash calls in the
past few weeks is been the £50m
raised by Proximagen Neurosciences.
It is one of the largest biotech
fundraisings in the past decade. Chief
executive Kenn Mulvany intends to
acquire and in-licence drugs with that

investors to put any more in. That is
one way opportunities could appear
for Proximagen.

The cash was raised following
a round of institutional meetings
during one week at the end of May.
The company visited all its main
existing shareholders and a few non-
shareholders.

Nearly all of the money came from
existing shareholders with one new
investor coming in on the placing.
Mulvany deliberately wanted to limit
the number of investors involved in
the placing so he did not just visit
everybody he could, instead focusing
on the most likely contributors.

The Proximagen shareholder base is
made up of standard smaller company
funds rather than pharma specialists.

Proximagen has never chased
investment by the specialist pharma
funds. Proximagen has met some
specialist funds but they are not
investors at the moment.
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Those specialist funds have been
finding it difficult because of the fall in
value of their existing shareholdings.

Mulvany believes that Proximagen
is now in pole position to be one of
the main buyers of biotech assets. The
company is even undertaking due
diligence on some opportunities.
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The developer of minimally invasive
blood flow monitoring technology
raised £3.19m at 10p a share. It is
expected to move into profit in 2010-
11.

Vaccines developer Henderson
Morley has launched a £1m offer
for subscription, which is eligible for

Some companies running out of cash might find it
difficult to persuade investors to put any more in.

There are other pharma companies
that have raised smaller, but just as
important, amounts of money. Bio-
pharmaceuticals developer Lipoxen
raised cash to fund further research
and development, finance a Phase
Ila trial for the company’s long-acting
erythropoietin (EPO) candidate
ErepoXen and fund new vaccine
programmes. US healthcare firm Baxter
International Inc invested $1m as part
of the fund raising and that helped to
give it credibility.

Lipoxen chief executive Scott
Maguire says that institutional
investors are “looking for good
companies with a solid future”.

However, Maguire adds that
institutions are also looking for
bargains. Having Baxter on board as
lead investor helped Lipoxen get a
better price for the placing shares,
says Maguire.”We had a line in the
sand with Baxter but the institutional
investors'wanted a large discount”

The share issue raised £2.9m at 8.5p
a share. That was still a 39% discount
to the market price but the share price
was lower than the placing price just
over one month prior to the placing.
“We had to scale everybody back” says
Maguire. All but two of the investors in
the placing were new to the company.

Maguire admits that the company
could have raised a lot more
- particularly if Lipoxen had the
authorisation to issue more shares
- but he did not want to dilute existing
shareholders by raising cash that was
not really needed at this time.

LiDCo is another medical company
whose placing was oversubscribed.
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FinnCap

Enterprise Investment Scheme relief.
Executive chairman Andrew Knight
says that Henderson is very much a
private investor company and that

is why it chose this route to raising
money. “Biotech is a slow burn but

it only takes one or two things to hit
the spot’, argues Knight. He believes
that that potential will make the issue
attractive to many private investors.

Spreading the cash
around

These examples should not lead
anyone to believe that it is just
healthcare companies that are raising
money.

Internet company Phorm has just
raised £15m, while Goals Soccer
Centres has placed £11m worth of
shares to raise cash to help it grow its
business. One of the things holding
back AIM was the inability of the
companies to raise money to grow
their businesses. This is not true any
more but it does not mean that any
company can raise as much as it wants.
Investors remain highly selective about
where they put their money.

Other recent large placings have
been by companies raising money
to go out and make acquisitions.
Proximagen is the largest of these fund
raisings but earlier cash calls by motor
dealer Vertu Motor and health sector
software provider Advanced Computer
Software are also substantial. Vertu is
more than doubling its shares in issue
through its £30m placing.

Neil Matthews, a partner at law firm

www.faegre.co.uk

MONEY RAISED BY EXISTING
COMPANIES ON AIM IN 2009

MONTH £M
Jan-09 164.2
Feb-09 194.9
Mar-09 202
Apr-09 106.7
May-09 365.8

Eversheds, says that:“The number
and volume of AIM fundraisings has
increased over the last couple of
months as these AIM companies have
sought to exploit the current window
of opportunity based on the up-turn
in the stock market and an increased
sense that there remain some good
companies on the market that are
worthy of investor support”.

New issues reappear

Itis not just secondary issues that have
picked up. Max Property has sparked
interest in new issues. Following

its £200m placing, NewRiver Retail

is raising £250m to invest in retail
property. Braemar UK Agricultural Land
is planning to raise up to £20m via

an offer for subscription and Critical
Information Group will raise £3m plus
to finance acquisitions of business
publishing companies.

Braemar is an example of a business
that has been on the starting blocks
for a while. The original plan was to
raise £20m and join AIM last summer.
Braemar investment director Marc
Duschenes was keen to float last
summer but he was advised against
it by his broker WH Ireland. One year
later it has decided that this is the right
time.

There is no guarantee that these
positive trends will continue but if the
market continues to recover, investor
confidence should continue and AIM
regain its position as the pre-eminent
source of new capital for small growing
companies.
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market performance, indices and statistics

AIM SECTOR INFORMATION W AIM COMPANY PERFORMANCE
AS % OF AS % OF Statistics for May 2009
SECTOR NAME AIM MARKET CAP  AIM COMPANIES
Minin 16.10 10.89 Total number of AIM companies: 1442 No. of shares rising: 828
Gener?al Financini 1 1'1 s 12'55 Number of market makers: 49 No. of shares falling: 454
OB G 11.08 6‘45 Total market cap for all AIM: ~ £49452.50m No. of shares unchanged: 160
Equity Investment Instruments 9'51 4'30 Total of new money raised: ~ £61399.50m Advance/Decline Ratio: 1.82
Real Estate 8.1 631 Transfers to the official list: 130 Market Volatility: 32.01
Support Services 539 8.95
Travel & Leisure 5.09 430 AT RNV (@S ONE-YEAR CHANGES COMPANIES BY MARKET CAP
Food Producers 4.30 1.66
Software & Computer Services 381 735 INDEX 29/05/2009 29/05/2008 MARKET CAP NO.
Media 284 6.52 FTSE AIM All-Share 524.65 1021.80 Under £5m 474
Construction & Materials 279 229 FTSE AIM 50 217043 5338.90 £5m-£10m 238
Electronic & Electrical Equipment 261 3.26 FTSE AIM 100 2315.18 5261.60 £10m-£20m 235
Pharmaceuticals & Biotechnology 228 3.81 FTSE Small Cap 2280.99 3148.20 £20m-£50m 267
Electricity 224 0.90 FTSE All-Share 2252.64 3090.56 £50m-£100m 126
General Retailers 1.87 1.46 FTSE 100 4417.94 6068.10 £100m-£250m 90
Health Care Equipment & Services 1.16 2.50 FTSE 250 7572.00 10098.20 £250m+ 31
Nonlife Insurance 0.94 0.90
General Industrials 083 139 m
Industrial Engineering 0.81 1.94
. PRICE CHANGE
Chemicals 081 1871 | cOMPANY NAME SECTOR P (%)
Technology Hardware & Equipment 0.71 1.87
Industrial Transportation 063 0.83 AIM Investments Real Estate 1.07  514.29
Oil Equipment & Services 0.56 0.76 LED International Electronic & Electrical Equipment  1.27  264.29
Food & Drug Retailers 0.52 0.55 All IPO General Financial 1.75  250.00
Mobile Telecommunications 0.50 0.97 Frontier Mining (Reg S) Mining 7.38  210.53
Aerospace & Defence 047 0.21 African Copper Mining 862 194.87
Life Insurance 041 0.07 SerVision Support Services 2450 188.24
Fixed Line Telecommunications 0.41 0.49
Banks 0.37 0.14
Household Goods 028 0.90 AIM - 13-WEEK INDEX CHANGE
Industrial Metals 0.27 0.42 600
Forestry & Paper 0.25 0.28 a0
Gas Water & Multiutilities 0.21 0.21
Beverages 0.19 0.21 480
Personal Goods 017 1.1 420
Automobiles & Parts 0.14 0.69 s
Leisure Goods 0.08 0.49
L o
Investment Entities 0.01 0.14 February 23 May 29
Nonequity Investment Instruments 0.00 0.07 Source: DigitalLook.com
Top Director Dealings in May
TOP DIRECTORS' DEALINGS
COMPANY NAME TICKER VALUE (£) BUY/SELL TRADE TITLE SURNAME FIRST NAME DATE
Polo Resources PRL £432,000 Buy 12000000 x 3.60p Mr Dattels Stephen R 07-May-09
Chaarat Gold Holdings CGH £250,000 Buy 2083333 x 12.00p Mr Golan Dekel 11-May-09
Chaarat Gold Holdings CGH £184,776 Buy 1539800 x 12.00p Mr Palmer-Tomkinson  Christopher David 11-May-09
Netplay TV NPT £150,000 Placing 833333 x 18.00p Mr Higginson Martin 12-May-09
Nichols NICL £138,000 Sell 60000 x 230.00p Mr Hynes Brendan 06-May-09
Andor Technology AND £101,000 Sell 100000 x 101.00p Mr Denvir Donal 22-May-09
Plant Health Care PHC £99,002 Placing 66001 x 150.00p Mr Buckeridge David 13-May-09
Bulgarian Land Development BLD £97,500 Buy 375000 x 26.00p Mr lliev Christo 11-May-09

Source: Digital Look Please note - All share prices are the closing prices on 29th May 2009, and we cannot accept responsibility for their accuracy.
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Faegre & Benson LLP is an
international law firm which offers
an integrated team of more than 525
lawyers in Europe, the US and Asia.
In the UK, Faegre & Benson focuses
on advising middle market and high
quality emerging companies meeting
their legal needs, both domestically
and internationally, in corporate
finance, mergers and acquisitions,
dispute resolution, employment,
commerce and technology and
commercial property.

With lawyers who have been
advising companies and nomads
since the AIM market began, the firm
provides sophisticated advice and
practical experience in flotations and
fundraisings, takeovers and reverse
takeovers, mergers and acquisitions,
corporate governance and regulatory
issues.

Lawyers at the firm are at the
forefront of the AIM market and
have strong relationships with
the major players in the AIM

community. Members of the team
serve at the highest levels with the
Quoted Companies Alliance, which
lobbies for the interests of smaller
quoted companies, and have made
significant contributions to legal
and regulatory reforms which have
shaped the market.

For further details about the
firm and its legal services for AIM
companies please contact Donald
Stewart on +44(0)20 7450 4586 or
dstewart@faegre.com.

FinnCap is a client focused
institutional broker and corporate
advisor, with a strong track record
in advising and raising capital,
providing research and after-
market care for both growing and
established smaller companies. The
institutional broking team provides a
dedicated, bespoke agency broking
service to fund managers and private
client brokers.

FinnCap employs 39 members
of staff and is 50% owned by JM
Finn, an independent private client
stockbroker founded in 1945. In

2008, FinnCap won 14 new clients
and has a total of 47 clients. FinnCap
is a Nominated Adviser (NOMAD)
for AIM companies and a Corporate
Adviser for Plus Markets.

In August 2007, JM Finn
transferred its corporate finance,
research and institutional broking
business into a new subsidiary,
JMFinn Capital Markets (FinnCap).
The management team and
employees of FinnCap have taken
a significant equity stake in the
business, meaning they have made a
substantial financial commitment.

About J M Finn & Co

JM Finn is an independent

private client stockbroker with
approximately £4bn under
management as at June 2007. Its 260
staff are based in London, Bristol,
Leeds and Suffolk.

JM Finn was founded as a
partnership in 1945, incorporated
as a private limited company in
2006 and has been a member of the
London Stock Exchange for over 60
years.
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you bear responsibility for your own investment research and investment
decisions,and that Digital Look or its employees shall not be held liable by
you or any others for any decision made or action taken by you or others
based upon reliance on or use of information or materials obtained or
accessed through use of the AIM Bulletin. Journalists and contributors to
the AIM Bulletin June, from time to time, hold shares in the companies
they write about. The views expressed by contributors, both professional
and amateur, are not necessarily those of the publishers. All rights
reserved, reproduction in whole or in part without written permission
from the publisher is strictly prohibited. We would be happy to receive any
feedback on the AIM Bulletin by e-mail to AIMBulletin@DigitalLook.com
and will reply to any written feedback as appropriate and as possible.

www.finncap.com



http://servera.digitallook.com/adclick/SITE=DIGITALLOOK/AAMSZ=TEXT/CID=000015a20000000000000000
http://servera.digitallook.com/adclick/SITE=DIGITALLOOK/AAMSZ=TEXT/adclick/CID=000015a30000000000000000

