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DISCLAIMER
IMPORTANT

Introduction
W

elcome to Spotlight,
a bonus report which
is distributed eight
times a year alongside your
digital copy of Shares.
It provides small caps with a
platform to tell their stories in
their own words.
The company profiles are
written by the businesses
themselves rather than by
Shares journalists.
They pay a fee to get their
message across to both
existing shareholders and
prospective investors.
These profiles are paidfor promotions and are not
independent comment.
As such, they cannot be
considered unbiased.

Equally, you are getting the
inside track from the people
who should best know the
company and its strategy.
Some of the firms profiled
in Spotlight will appear at our
investor evenings in London
and other cities where you get
to hear from management
first hand.

Click here for details of
upcoming events and how
to register for free tickets.
Previous issues of Spotlight
are available on our website.
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Shares Spotlight is a mix
of articles, written by
Shares magazine’s team of
journalists, and company
profiles. The latter are
commercial presentations
and, as such, are written by
the companies in question
and reproduced in good faith.
Members of staff may
hold shares in some of the
securities written about in
this publication. This could
create a conflict of interest.
Where such a conflict
exists, it will be disclosed.
This publication contains
information and ideas which
are of interest to investors.
It does not provide advice
in relation to investments or
any other financial matters.
Comments in this publication
must not be relied upon by
readers when they make
their investment decisions.
Investors who require advice
should consult a properly
qualified independent adviser.
This publication, its staff and
AJ Bell Media do not, under
any circumstances, accept
liability for losses suffered by
readers as a result of their
investment decisions.
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Small cap
UK energy
plays

T

he energy sector is
dominated by large
businesses with the
pockets deep enough and
expertise necessary to handle
the complex infrastructure
involved.
Sometimes these giants of
the industry sometimes fall
short as National Grid (NG.)
found with the recent power
cut which hit commuters and
households alike.
From an investment
perspective, it isn‘t all about
the large names. There are
several smaller UK-listed
companies which are looking
to bring some innovation and
entrepreneurial spirit to the
power space.
In this article we will look
at some of these names in
a more detail and examine
their respective growth
strategies.
A FLEXIBLE APPROACH
On this list of small cap energy
plays is Plutus Powergen
(PPG:AIM) which actually
benefited from the UK’s recent
power outage drama.
The business is focused
on helping to mitigate the
current and forecast risk of an
energy deficit by developing
a portfolio of 20 megawatt
(MW) power sites, which can
be switched on at a moment’s
notice at times of peak
demand.
To this end, it has six

operating sites and a pipeline
of sites at various stages of
development.
All six of the company’s
20MW power generation sites
were utilised in response to
recent outages that hit the
UK grid.
The company‘s sites
automatically turn on when
grid frequency drops below
a certain level under the UK‘s
Firm Frequency Response
Scheme.
Plutus PowerGen confirmed
that it would receive payment
in return for its availability,
without detailing a specific
amount.
DEVELOPMENTS
IN THE ENERGY SECTOR
According to the latest
Statistical Review of World
Energy from BP (BP.), 2018 saw
primary energy consumption
grow at a rate of 2.9% last
year, almost double its 10year average of 1.5% per year,
and the fastest since 2010.
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By fuel, energy consumption
growth was driven by natural
gas, which contributed more
than 40% of the increase.
All fuels grew faster than
their 10-year averages, apart
from renewables, although
the latter still accounted for
the second largest increment
to energy growth.
China, the US and India
together accounted for more
than two thirds of the global
increase in energy demand,
with US consumption
expanding at its fastest rate
for 30 years.
POWERING UP IN INDIA
A smaller outfit seeking to
take advantage of the rapidly
expanding demand for energy
in India is OPG Power Ventures
(OPG:AIM).
The company is a developer
and operator of power
plants, principally in the
industrial state of Tamil Nadu.
Management have been
reshaping the business and
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you can read more about that
process in the company’s own
words in this edition of Shares
Spotlight.
The company is also
working on developing
renewable sources of energy.
Political pressure means the
renewable energy is becoming
an increasingly hot topic
although 2018 saw progress
stall in this area.
For the first time since 2001
growth in renewable power
capacity failed to increase
year on year. New net
capacity from solar PV, wind,
hydro, bioenergy, and other
renewable power sources
increased by about 180
gigawatts (GW) in 2018, the
same as the previous year,
according to the International
Energy Agency’s latest data.
That’s only around 60% of
the net additions needed
each year to meet long-term
climate goals.

RENEWABLES FOCUS
A UK small cap which is active
in the renewables space is
Good Energy (GOOD:AIM)
which is a supplier of ‘ethical’
energy to households and
businesses.
The company was founded
two decades ago with the
ambition to tackle climate
change by generating and
investing in renewable energy.
Since inception the focus
has been on supplying clean
power sourced from its own
generation assets as well as
from independent, UK-based
generators.
Headed by founder Juliet
Davenport the company’s
shares have been strong in
2019. In June ahead of the
company’s AGM she noted: ‘As
we move from “supply” model
of business to “share” model,
our future value to customers
is in energy services, which we
have made significant strides
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towards in the last 12 months.
‘We have commenced our
smart metering roll-out - the
great enabler for a shared
energy future, specifically
in the domestic market. In
Zap-Map, we have invested
in the leading electric vehicle
data platform, creating huge
opportunities for services
in the crucial area of clean
transport.
‘In our HAVEN project
researching vehicle to
home energy sharing, we
are developing how clean
transport and the smart home
interact.’
Finally, an energy supplier
in a more traditional mould
is Jersey Electricity (JEL).
The company is the sole
supplier of electricity of in
Jersey, Channel Islands with
nearly 50,000 domestic and
commercial customers. The
company has historically been
a generous payer of dividends.
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Belvoir – the UK’s
largest property
franchise group
Website: www.belvoirgroup.com

F

ounded in 1995, Belvoir
Group (BLV:AIM) became
the first residential lettings
agency to launch on AIM in
2012. Belvoir now represents the
UK’s largest property franchise;
supporting a network of 372
individual businesses across
four distinct brands specialising
in residential lettings and
sales, property management,
and property-related financial
services.
The group supports landlords,
tenants, buyers and sellers
throughout their property
journey through two channels: a
network of property franchisees
and a network of financial
advisers.
Managing over 64,650
properties and head quartered
in Grantham, Lincolnshire,
in 2018 the group reported

revenue of £13.7m and a
progressive total dividend of
7.2p for the year, representing a
yield of 6.1%.
The Belvoir business model
is built on 24 years’ experience
of operating a central office
team providing support and
guidance to a network of
entrepreneurial individuals with
the drive and local knowledge
to deliver success.
The strong lettings base,
reflected in gross profit ratio
of 66% lettings:15% sales:19%
financial services, provides a
recurring revenue stream, which
coupled with an increasing
contribution from property sales

and financial services gives the
group greater financial stability
in a tough property market.
Despite a challenging
sector backdrop, the group
has seen continued growth
outperforming the lettings, sales
and financial services markets
in which it operates, reporting a
12% increase in adjusted profit
before tax to £5.5m in 2018 and
marking 22 years’ uninterrupted
profit growth.
ACQUISITIVE GROWTH
AND DIVERSIFICATION
Since IPO, the group has utilised
the AIM market as a platform for
growth, leveraging its expertise

INTRODUCING BELVOIR
A PROPERTY FRANCHISE
OPERATING 372 LETTING
AND ESTATE AGENTS and
financial services
businesses
05
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as a franchisor to extend its
franchise base and deliver
shareholder value. Originally
a lettings-only, Belvoirbranded business, the group’s
acquisition strategy has seen it
drive consolidation within the
UK property sector at both the
franchisor and franchisee level.
In 2015 the group embarked
on its multi-brand strategy
acquiring three smaller
property franchise networks
and taking its number of offices
from 166 to 300.
Having scaled up, the group
then looked to a broader
strategy of bringing other
property-related services
onboard starting in 2017
with the acquisition of Brook
Financial Services, comprising
29 financial advisers and a
dedicated call centre, and
followed in 2018 by the
acquisition of MAB (Gloucester),
a network of 87 financial
advisers. These investments
into financial services created
an additional revenue stream
for both the group and its
franchisees.
Belvoir’s assisted acquisitions
programme enables the
group’s franchisees also to
grow by acquisition. The group
proactively identifies suitable
lettings businesses for its
property franchisees to bolt

onto their existing business,
and offers optional funding
and support, providing the
opportunity for accelerated and
sustained growth to the mutual
benefit of both the franchisee
and the franchisor.
The programme saw
26 assisted acquisitions
completed in 2018 adding
£6.9m of additional revenue
for franchisees and 4,400 of
managed properties, and is on
track to achieve a similar level in
the current financial year.
These growth initiatives have
transformed Belvoir into the
multi-brand, multi-disciplinary
group that it is today.
SIGNIFICANT MARKET
OPPORTUNITY
In the face of continued
economic uncertainty
surrounding Brexit and a
changing lettings landscape,
the property market has
remained relatively flat with
the rental index to July 2019 at
1.3% and house price inflation
to June 2019 reported as 0.9%,
both historically low. However,
these UK-wide statistics mask
underlying regional trends,
with Brexit having a
disproportionate impact on
the London property market.
The group benefits from its
geographical diversification
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with c.95% of Belvoir’s
business operations being
outside London. Against this
background, Belvoir has seen
growth in its Management
Service Fees, its core revenue
stream from franchisees, of
4% from lettings and 7% from
property sales in the year to
June 2019, outperforming
both markets.
Belvoir has taken proactive
measures to mitigate the
impact of the Tenant Fee Ban,
initially announced in 2016 and
which came into force in June
2019, by increasing its onsite
support visits to franchisees
fourfold along with increased
training and course attendance.
Guidance to overcome the
fee ban includes support with
new business plans and the
creation of additional income
streams by introducing new
products and services such as
mortgages, insurances and
block management.
Greater emphasis on estate
agency has seen lettingsbiased networks, Belvoir and
Northwood, increase revenue
from estate agency by over 17%
in the year to date.
Increased regulation such
as the tenant fee ban and
the introduction of client
money protection is aimed at
professionalising the sector,
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something that Belvoir
welcomes. Recent changes
are likely to drive further
consolidation as smaller
independent agents exit
the sector providing further
acquisition targets for the
group’s franchisees.
WHY FRANCHISING IS SO
RESILIENT
Belvoir’s franchise model
continues to prove itself resilient
to changes in the sector.
Compared with independent
agents, franchisees benefit
from the economies of
scale that a national brand
providing group-wide support
can bring; and compared
with large corporate agents,
Belvoir benefits from a much
leaner, lower cost base, and
the entrepreneurial spirit of
its franchise owners. Belvoir’s
continual success over 24 years
is a testament to how well
suited franchising is to the
property sector.
CREATING SHAREHOLDER
VALUE
Belvoir has a proven track
record in delivering continued
growth underpinned by the
belief that the generation
of value for shareholders is
founded in the creation of
value for its franchisees and
financial advisers.
The group’s operational
leverage and diversified
business model has helped
to consistently deliver profit
growth, with adjusted profit
before tax increasing threefold since 2014 to £5.5m (2014:
£1.8m) and adjusted earnings
per share more than doubling
to 12.4p (2014: 5.6p).
The group’s capital allocation
policy provides a reliable
dividend with attractive yield
for investors, whilst retaining
funding for the group’s growth
strategy.

Creating Value:
Financial Services

The broader value creation
strategy of bringing other
property-related services
into the group started with
financial services.
Brook Financial Services
comprises a team of
advisers and a dedicated
call centre in Yorkshire. MAB
(Gloucester) operates as a
network of independent
financial advisers, primarily
based in the Midlands,
South West and Wales
and supported by a central
office team; a very similar
business model to the

SOLID OUTLOOK
Belvoir aims to lead the way
in property franchising by
further extending its market
share of the UK property
sector through the model
of operating multi-brand
property franchise networks
alongside other complementary
property-related services.
The group is confident that
the coming years will see
further opportunities for growth
in both size and reputation
as the sector continues to
consolidate and the business
is well placed to take advantage
of these opportunities in both
the property and franchising
industries.
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franchise network.
The group strategy is
to extend the financial
services network across the
UK, enabling the financial
adviser to offer the face-toface interaction preferred
by customers and expected
to be more effective in the
conversion of mortgage and
related financial services
leads. In the six months
to June 2019, the financial
services division has grown
to 136 mortgage advisers and
contributed 19% of group
gross profit.

WHY INVEST IN BELVOIR?
Belvoir has a proven track
record in delivering growth,
built around a business model
of supporting networks of
entrepreneurial business
owners. This is underpinned by
a strong bias towards lettings,
providing a reliable recurring
revenue stream, and sound
business ethics.
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Diurnal: building
on success of first
product launch
Website: www.diurnal.co.uk

D

iurnal (DNL:AIM)
believes that it can
become one of the few
UK biotechnology companies
to successfully take multiple
products from concept to
commercialisation.
The group’s primary focus
remains on progressing its two
lead products, Chronocort and
Alkindi, which are potentially
valuable treatment options
with a combined opportunity
in the US and Europe of
over $400m for congenital
adrenal hyperplasia (CAH)
and paediatric adrenal
insufficiency (AI), underserved
orphan diseases resulting from
cortisol (the ‘stress hormone’)
deficiency.
ALKINDI EUROPE: STRONG
MARKET UPTAKE DRIVING
REVENUE GROWTH
Alkindi is the first product
specifically designed for
young children suffering
from paediatric AI, and the
related condition CAH. Alkindi
is licensed in Europe and has
been proven to be effective,
and easy to administer.
Given the specialist
prescribing base, and to retain
the maximum commercial
value of the product, Diurnal is
commercialising Alkindi itself
in larger European markets.

Diurnal launched Alkindi in
the UK in September 2018,
its second launch following
introduction in Germany in
May 2018.
During the last year, Diurnal
has continued to make positive
progress in both territories,
notably with a positive Scottish
Medicines Consortium pricing
and reimbursement decision in
October 2018 and agreement
of the price in Germany in
July 2019. Alkindi has shown

INTRODUCING
DIURNAL
a UK biotechnology
firm with two flagship
products treating orphan
diseases
08

strong revenue growth in its
first full year of sales, with
analysts projecting revenues of
over £1m for the financial year
ended 30 June 2019.
ALKINDI US: REGULATORY
SUBMISSION PLANNED FOR
2019
Following the successful
completion of a bioequivalence
study in 2018, Diurnal has
discussed its proposed New
Drug Application (NDA)
package with the US Food and
Drug Administration (FDA),
who confirmed the regulatory
path for Alkindi in the US.
Diurnal plans to submit an
NDA for Alkindi during Q4 2019,
with potential for approval in
late 2020. Diurnal intends to
seek a licensing partner for
its late-stage products in the
US and, following the positive
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FDA feedback, has initiated
partnering discussions for
Alkindi and Chronocort in
the country.
CHRONOCORT: CLEAR
REGULATORY PATH IN
EUROPE AND US
Diurnal’s second product
candidate, Chronocort,
provides a drug release profile
that the Group believes better
mimics the body’s natural
cortisol circadian rhythm,
which current therapies are
unable to replicate, and is
designed to improve disease
treatment for adults with CAH,
as measured by androgen
(male sex hormone) control.
In October 2018, the group
announced headline results
from its European pivotal
Phase 3 clinical trial of
Chronocort for the treatment
of CAH in adults, the largest
interventional study conducted
to date in this patient
population: whilst Chronocort
had been able to demonstrate
24-hour control of androgens
in the Phase 3 trial, it did not
meet the primary endpoint of
superior control compared to
conventional glucocorticoid
therapy.
Subsequently, Diurnal
performed a detailed analysis
of the study data, identifying
important differences between
Chronocort and the control
arm of the trial. Diurnal has
also analysed interim data
from an ongoing safety
extension study, where a
number of patients have been
treated for at least 30 months
and show sustained benefit
from prolonged Chronocort
treatment.
Based on these findings,
Diurnal held a Scientific Advice
meeting with the European
Medicines Agency (EMA) in Q2
2019, confirming the regulatory
path for a marketing

authorisation application
(MAA) for Chronocort, which
Diurnal expects to file in
Q4 2019.
In the US, Diurnal has
designed a Phase 3 registration
package for Chronocort,
intended to recruit up to 150
patients with CAH randomised
to either receive Chronocort
twice-daily or standard-ofcare. This study is expected to
commence once the Group
has identified a development
and commercialisation partner
for Chronocort in the US.
EARLY STAGE PIPELINE:
TARGETING FURTHER UNMET
NEEDS IN ENDOCRINE
DISEASES
Diurnal aspires to be a
significant participant in the
endocrinology field with a
pipeline of therapies targeting
multiple endocrine disorders
where patient and clinical
needs are underserved. The
Group’s long-term plan
is to expand into further
endocrine disease areas, such
as those associated with the
thyroid, gonads and pituitary,
representing multi-billiondollar market opportunities.

build a strong and profitable
European business through
penetration of the combined
addressable market for
the treatment of CAH and
paediatric AI, which is
estimated to be worth over
$300m in Europe alone.
The group also believes
that its European commercial
infrastructure is a valuable
asset that makes Diurnal
an attractive partner for
companies seeking to
commercialise endocrinology
focused products in Europe.
Diurnal has received
strong interest in Alkindi and
Chronocort for the US and will
continue to progress licensing
discussions, including the
potential for co-development
of Chronocort in the US,
both in CAH and AI, a market
opportunity of more than $1bn.
The group is well positioned
to build on the approval of
its first product Alkindi, and
to become a fast growing,
independent, international
specialty pharmaceutical
company focusing on creating
products that address
unmet patient needs in
endocrinology.

POSITIVE OUTLOOK DRIVEN
BY LATE-STAGE PIPELINE
If approved by the EMA,
Chronocort will join Alkindi
to enlarge the group’s
commercial cortisol
replacement therapy franchise.
This could enable Diurnal to
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Open Orphan
targeting
rare diseases
Website: www.openorphan.com/home

O

pen Orphan
(ORPH:AIM) was
founded in 2017,
with the goal of becoming
Europe’s leading rare disease
and orphan drug focused
pharma services company
by a management team

INTRODUCING…
OPEN ORPHAN

AN ORPHAN DRUG FOCUSED
PHARMACEUTICAL SERVICES
COMPANY

with extensive industry and
financial expertise.
Open Orphan completed
its IPO on the 28 June 2019
via reverse takeover of Venn
Life Sciences and as such,
today, Open Orphan is listed
on both the London AIM stock
exchange and the Dublin
Euronext growth exchange.
BUSINESS MODEL
To grow the business, the
company will target the
fragmented orphan drug
services market in Europe.
Open Orphan plans to acquire
and consolidate a small
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number of smaller, European,
orphan drug services
companies and deploying
its digital data platforms
to support companies in
research & development and
commercialisation.
Open Orphan has identified
an extensive pipeline of
target acquisitions primarily
in the regulatory approval,
reimbursement and product
launch areas where the
directors perceive that
companies need the most
help navigating the complex
European market.
The Open Orphan strategy
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Cathal Friel

is to build upon its existing
capability and expertise within
orphan drugs to become
a full-service consultancy
company to the larger
pharma companies providing
consultancy services for their
orphan drugs but also across
the spectrum of many other
pharmaceutical products.
Open Orphan is developing
one of Europe’s largest
genomic databases of rare
disease patients across Europe
through its Health Data
platform and it is collecting
these patients health records
in conjunction and in
partnership with a number
of the rare disease patient
advocacy groups across
Europe and also through its
app directly with rare disease
patients. Open Orphan is also
developing its Virtual Rep
and Data Access Platform
consisting of physicians and
key opinion leaders.
The Data Access Platform,
containing the contact
details of physicians and key
opinion leaders in the rare
disease space across Europe
will enhance the existing
commercialisation services
with the business.

Within this platform is the
Virtual Rep platform that
builds upon Data Access by
offering the identified pharma
companies additional services
and routes to communicating
and accessing the physicians
in Europe who prescribe
their orphan drug products.
This Virtual Rep will aim to
enhance or even replace the
role of the traditional sales
representative.
The second platform, the
Open Orphan Health Data
platform, is developing a
large genomic database and
patient records for rare disease
patients across Europe. The
platform will collect data
from individuals and charge
pharmaceutical companies for
the access to this data while
the pharma companies work
to find cures for these rare
disease patients.
MARKET OPPORTUNITY
The end market for Open
Orphan is the growing orphan/
rare drug market and the
need for consultancy services,
particularly in Europe, to
launch these products. The
orphan drug sector is one of
the fastest growing sectors
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in the global pharmaceutical
industry and in the US in 2018
over 50% of all new US Food
and Drug Administration
approved drugs coming to
market are for rare/orphan
conditions.
In Europe, 57% of all new
drugs are orphan designated
and globally the orphan/
rare drug market is growing
at twice (11%) the pace of
the global pharma market.
Biotech companies and small
pharma companies have
been through a record level
of fundraising in recent years
but lack the internal resources
to develop these products
in-house. As such, demand for
consulting services is high.
Regulatory approval and
reimbursement process are
complex in Europe given the
number of different regulatory
agencies within each country.
There is a resulting gap in the
market, in the US there are
520 orphan conditions with
approved treatments versus
180 in the EU.
Open Orphan’s buildup of niche speciality firms
that know each market will
aim to provide full scope of
Europe. Finally, the increasing
penetration of clinical research
organisation in a growing
global pharma market acts as
a significant macro tailwind.
TRACK RECORD
OF DELIVERY
The management team of
Open Orphan has a track
record of success. CEO, Cathal
Friel, set up Open Orphan DAC
a couple of years ago and since
then more than €3 million
has been invested into the
company, over half of which
was personally invested by
Cathal Friel.
At the IPO which completed
on the 28 June 2019, Open
Orphan raised £4.5m in fresh

Shares Spotlight AUGUST 2019

Shares Spotlight
Open Orphan

equity at 5.6p per share, the
vast majority of which came
from UK based institutional
investors. As part of this
process, Cathal Friel invested
£300,000 at the full IPO
price of 5.6p and agreed to
a three year lock up of all
of his shares including his
IPO investment money as a
clear demonstration of his
commitment and belief in the
plans he and the team has for
Open Orphan.
Prior to founding Open
Orphan, Cathal Friel was cofounder of Amryt Pharma
(AMYT:AIM) which successfully
completed its IPO on the AIM
and Dublin stock exchanges in
April 2016 and he remains one
of Amryt‘s larger shareholders.
Amryt Pharma is in the
process of dual listing on
NASDAQ as well as AIM in the
coming months with a market
cap in excess of $300m plus.
He was also the founder
and chairman of Fastnet Oil &
Gas which listed in 2012 and
raised $50m in equity on the
AIM market and co-founder
and director of Merrion

Stockbrokers in Dublin in 2000
which was successfully sold for
€80m in 2006.
Open Orphan chairman,
professor Brendan Buckley
was chief medical officer of
ICON plc until 2017, prior to
which he co-founded Firecrest
Clinical, a company which
focused on improving the
performance of clinical trial
sites and in turn sold it to ICON
in 2011. Brendan has extensive
experience in the orphan drug
market and will work closely
with the management team
Maurice Treacy recently
joined Open Orphan as a
director having previously
been a Venture Partner with
Arch Venture Partners who are
one of North Americas leading
Life Science investment funds
& in recent years he helped to
co-found Genomics Medicine
Ireland (GMI) in 2014 and
which was which was recently
acquired by WuXi Nextcode for
a very large sum in November
2018 just a few months after
GMI successfully raised $400
million in equity. Maurice was
the inventor of >80 patents at
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Genetics Institute/Pfizer and
secured US & EU regulatory
and marketing approval of
three biological products at
Serono.
REASONS TO INVEST
The new management team
has a track record of building
successful business and Open
Orphan has a clear fourpronged growth strategy.
The market Open Orphan
is targeting is one of the
fastest growing in the drug
sector with political support
behind it and under-supply of
treatments for orphan drugs.
Finally, Open Orphan hopes
to generate shareholder
returns with a dividend
targeted within two years and
a clearly defined exit strategy
post scale up of the business.
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OPG powering
up in India
Website: www.opgpower.com

I

ndia’s OPG Power Ventures
(OPG:AIM) operates 414 MW
of thermal power and 62 MW
of solar power in the country.
Quoted on AIM since 2008,
the company has a market
capitalisation of approximately
£60m at the current share
price of around 15p per share.
OPG offers exposure to the
fast-growing Indian power
sector, with London levels of
corporate governance and
significant upside as the
Company continues to grow
shareholder value by paying
down borrowings.
Operating risks are well
managed and the reduction
in coal prices creates a catalyst
for profits growth, despite
increased capital expenditure
associated with India’s
emissions reductions targets.
THE INDIAN POWER
OPPORTUNITY
India has achieved steady
and robust macroeconomic
growth in the past few
years and continues to
ascend the rankings of the
world’s economies. India‘s
gross domestic product
(GDP) is expected to reach
$6tn by 2027.
India is forecast to be
the third largest consumer
economy in the world by 2025

INTRODUCING… OPG
POWER VENTURES

A DEVELOPER AND OPERATOR
OF THERMAL AND SOLAR
POWER GENERATION PLANTS
IN INDIA
13

with consumption predicted
to triple to $4tn, reflecting
accelerating shifts in consumer
behaviour and expenditure
patterns.
India’s GDP grew by 6.8%
in the company’s March
2019 financial year and is
forecast to double in the next
decade, growing at an annual
rate of 7%.
Rapid infrastructure
development in key sectors
such as power remains a
priority for the newly elected
Government of India. With
electricity production of 1,249.3
billion units in FY19, India is
the third largest producer
and consumer of power in
the world.
The Government’s goal is to
meet the anticipated growth
in demand by doubling
the current capacity to
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provide 24x7 electricity to
all users. India is planning
to derive 40% of its energy
output from non-fossil fuel
sources by 2030, which will
mean raising the renewable
energy installed capacity from
57 GW to 175 GW by 2022.
OPG’S DISTINCTIVE
BUSINESS MODEL
Executive chairman Arvind
Gupta was the pioneer of the
Group Captive model in India
and designed OPG’s business
strategy to capitalise on the
partial deregulation of the
Indian power industry by
developing and then operating
a portfolio of power plants
in India to take advantage of
continuing power deficits.
In 2005, the Ministry of
Power in India set out rules to
allow a developer to promote
and set up Group Captive
Power Plants (GCPPs). This
enabled generators to sell to
a set of industrial customers
directly, instead of to the State
Electricity Boards (SEBs). The
rules included provisions that
at least 26% of the voting
equity capital of the power
plant must be held by the
captive users; that the tariff
charged by the generator
would be competitively
determined with the captive
users of the plant; and, that
the SEB must provide access
to the grid and only charge
actual transmission charges, as
approved by the regulator.
In India the price and
reliability benefits for
industrial customers can be
significant. Under historic
models, generation sales are
normally made to the SEBs
who then sell the power to
customers. The SEBs, due to
India’s high power losses (from
transmission and theft) of
between 20 and 25%, charge
customers considerably more

for deliverable generation than
they pay the generators.
On top of this, industrial
customers are effectively
charged for the cross subsidies
on the lower prices paid to
the SEBs by farmers and
residential customers.
OPG’S OPERATIONS
The company is the developer
and operator of 414 MW of
thermal power at its site in
Chennai, which has been
operating consistently at
industry leading plant load
factors. The company’s second
operation is situated north
of Bengaluru, Karnataka
and comprises a solar
power project generating
62 MW of power.
OPG operates three (334
MW) out of the four units at
the Chennai coal-fired power
plant under the Group Captive
model. The fourth unit (74MW)
at Chennai operates under
the Long Term Variable Tariff
Agreement with Tamil Nadu
Generation and Distribution
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Corporation (TANGEDCO) and
is entitled to a fixed capacity
charge.
In line with India’s energy
mix, OPG diversified into
renewable power generation
with the commissioning of
the 62MW solar plants in
Karnataka in the March 2018
financial year. However, given
the long term returns from
solar projects and the level of
capital investment required,
the company has announced
its intention to focus on the
core thermal power plants
business and to dispose of the
solar projects.
In order to manage the
risks associated with the
supply of Indian coal to its
plants, OPG has sited its core
project in Chennai close
to ports and specified and
fitted boilers that can burn
a wide variety of Indian or
imported coal (including
cheaper, lower calorific value
imported feedstock) without
compromising output or load
factors.
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The company has secured a
hedge against the volatility of
coal price movements and has
entered into a fixed price coal
purchase agreement for some
60 per cent of annual coal
requirements.
All of OPG’s thermal plants
are air-cooled by design –
unlike many of its peer group’s
assets which are water cooled.
This means that the company
uses some 99% less water ,
conserving what in India can
often be a scarce resource.
OPG’S RESULTS
OPG recently announced
its final results for the year
ending 31 March 2019, the
first full year results based
on the performance of the
Chennai plant following
the deconsolidation of the
Gujarat SPV last year. The
results showed a strong
operational performance
and robust profitability, in
line with expectations, and
demonstrated that focusing
on the existing operations
and deleveraging remains the
right strategy.
In the year to March 2019,
revenue was £140.6m (2018:
£140.1 million) and adjusted
EBITDA (earnings before
interest, tax, depreciation and
amortisation) was £35.3m
(FY18: £24.7m). Average
adjusted EBITDA for the
last five years was £39.2m.
Profit from continuing
operations was £15m (2018:
loss of £0.9m)
OPG paid a cash dividend
in 2017, a scrip dividend in
2018 and is proposing a scrip
dividend for FY19 of 0.6p per
share, subject to approval by
shareholders at the AGM in
[November].
Total borrowings at 2019
were reduced by 14% to
£80.4m. The company
achieved a major milestone

with respect to Unit 1 of the
Chennai plant (77 MW out of
414 MW) when its term loans
were fully repaid in December
2018. All Chennai plants are
expected to be debt free in
calendar 2023.
Interest on term loans and
principal repayments paid
at Chennai in March 2019,
amounted in aggregate to
£29.6m, including £20.6m
of principal repayments,
representing 5.3p per share
added in value to shareholders’
equity. This trend will continue
over the next three years.
ENVIRONMENTAL, SOCIAL
AND GOVERNANCE POLICIES
OPG believes in efficient,
sustainable, responsible
and inclusive growth. The
company ensures that
the health and safety of all
employees and workers
remain a top priority;
environmental compliance
and conserving resource
remains an integral part of
the organisational culture and
OPG continues to proactively
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engage with communities
near its operations.
In order to comply with the
new emissions standards
applied to thermal power
plants, OPG will procure and
install best in class equipment
over the next two years.
WHAT’S NEXT?
The company remains focused
in the March 2020 financial
year on delivering robust
operational performance.
This will allow OPG to continue
to repay term loans and
with the group paying up
to 13% interest on its bank
debt, the board believes
that maintaining focus on
operations and deleveraging
will provide the best returns to
shareholders.
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Scancell at
the frontier of
cancer therapy    
Website: www.scancell.co.uk

A

IM-quoted Scancell
(AIM:SCLP) is operating
at the forefront of
immuno-oncology, an exciting
field of cancer research which
involves the development
of therapies, known as
immunotherapies, which
harness the body’s ability
to generate and sustain an
effective immune response
against cancer.
A key challenge in the

INTRODUCING
SCANCELL

A COMPANY OPERATING
AT THE FOREFRONT OF
IMMUNO-ONCOLOGY

fight against cancer is that
many tumours successfully
evade the body’s own
natural defences. Scancell’s
mission is to overcome this
by developing products that
stimulate the immune system
to treat or prevent cancer.
Immunotherapy is now
an established treatment
option for cancer patients
which has been largely
driven by the approval of
checkpoint inhibitors such as
Opdivo (nivolumab), Yervoy
(ipilimumab) and Keytruda
(pembrolizumab), which can
inhibit the ability of tumour
cells to suppress an immune
response.
However, despite their
success, these products have
significant limitations and are
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only applicable to a minority
of cancer patients. Scancell’s
goal is to develop new classes
of competitive ‘off the shelf’
therapeutic cancer vaccines
that are applicable to a broad
range of patients with the aim
to improve overall response
and address the many unmet
needs in the treatment of
cancer.
MARKET OPPORTUNITY
The cancer immunotherapy
market is one of the most
rapidly growing markets
within the biopharmaceutical
industry, estimated to be
worth $100bn by the year 2022
(ref: ResearchAndMarkets.com
30 November 2018).
Immunotherapies are
being evaluated in most
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cancer indications and their
unrivalled efficacy and relative
low toxicity profile compared
to chemotherapy is already
leading to paradigm shifts
in the treatment for many
cancers.
The commercial potential
of Scancell’s products will
be defined by clinical data,
especially in combination with
other therapies such as the
checkpoint inhibitors, in order
to provide an increased and
durable response in patients
without compromising safety,
whilst addressing the unmet
needs in hard to treat cancers
and without significantly
increasing the overall cost of
treatment.
Scancell has two
immunotherapy technology
platforms, ImmunoBody and
Moditope that have shown the
potential to address each of
these criteria.
IMMUNOBODY AND
MODITOPE: INNOVATIVE
AND DIFFERENTIATED
TECHNOLOGIES FOR
CANCER THERAPY
IMMUNOBODY
ImmunoBody products are
designed to stimulate the
body’s immune system to
recognise specific cancer
proteins on the tumour and
then destroy it. ImmunoBody

provides a versatile, adaptable
platform that has the potential
to allow the treatment of
many tumour types. Scancell
has currently developed two
ImmunoBody cancer vaccines:
SCIB1 and SCIB2.
The lead clinical programme
from the ImmunoBody
platform, SCIB1, has completed
a Phase 1/2 clinical trial in
patients with Stage III/IV
metastatic melanoma. SCIB1
treatment appears to result
in superior survival compared
to historical rates, with the
majority of patients in the
trial with resected melanoma
remaining alive for more than
five years. SCIB1 was also
shown to have a favourable
safety profile with no doselimiting toxicities and no
serious adverse events.
A Phase 2 trial of SCIB1 is
now underway to determine
an improved overall response
to current standard of
care therapy (Keytruda/
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pembrolizumab) in patients
with inoperable melanoma.
Scancell is developing SCIB2
in partnership with Cancer
Research UK (CRUK) and a
Phase 1/2 clinical trial is being
planned.
MODITOPE
Scancell’s Moditope
immunotherapy platform
is based on exploiting the
normal immune response to
stressed cells and harnessing
this mechanism to destroy
cancer. Metabolism within
cancer cells differs to normal
cells as the cancer cells grow
quickly, hence they need a lot
of energy and nutrients and
become ‘stressed’.
Some of the proteins within
stressed cells are broken down
to help the cell survive during
which certain modifications
occur resulting in modified
peptide fragments
(‘moditopes’). If these modified
peptides are presented on
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the cell surface, normally
the immune system would
recognise them and target
that cell for destruction.
However, one hallmark of
cancer is its ability to evade
immune detection.
Moditope is a technology
platform that takes advantage
of these unique stress
induced modifications
to stimulate an immune
response.
After immunisation with a
Moditope vaccine comprising
several modified peptides,
a unique immune response
of a potent type of T cell are
produced which travel around
the body to the tumour site
where they force the cancer
cells to express the modified
peptides on the cell surface,
enabling the activated T-cells
to destroy them.
Scancell’s lead Moditope
vaccine, Modi-1, is currently
being manufactured in
preparation for clinical
evaluation in the treatment
of solid tumours including
triple negative breast cancer,
ovarian cancer, and head and
neck cancer, scheduled for
the first half of 2020.
Scancell is also collaborating
with BioNTech, Europe’s
largest private biotechnology
company, to identify the T-cell
receptors that recognise

Moditopes and if successful
to develop these further for
adoptive cell therapy.
ANTI-GLYCAN ANTIBODIES
A third approach that Scancell
is developing relates to
monoclonal antibodies, a
well validated modality in
cancer therapy. Cells are
adorned with sugar molecules
known as glycans and the
pattern of these glycans differ
between tumour cells and
healthy cells.
Glycans are involved
in regulation of many
physiological processes and
inhibition of these leads to
rapid cell death. Antibodies
that target such tumour
glycan signatures therefore
provide an attractive strategy
for immunotherapy.
This novel monoclonal
antibody platform offers
a new opportunity for
collaboration and commercial
transactions with antibody
engineering companies
looking for differentiated
therapeutic targets.

transactions will be based
on the relationship between
potential market share,
identified eligible patient
populations, and clinical value.
Clinical data built on
robust clinical trials will
be key to answering these
questions and enabling
the assessment of market
and product positioning for
commercial transactions
with biopharmaceutical
companies who would further
develop these products for
market entry.
Scancell’s ability to generate
more clinical data has been
aided by the recent £3.88m
investment by Vulpes Life
Sciences Fund a recognised
healthcare investor with a
long-term outlook.
The company remains
focused on the continued
development of its pipeline
with initial clinical readouts
from the planned clinical
studies anticipated within the
next 18 months.

OUTLOOK
The commercial value of
Scancell’s unique approaches
will be realised though the
licensing of its intellectual
property to larger companies.
The terms of licensing
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