
 

 

Birth of the Inheritance Tax 
Free ISA as ban on AIM 
shares is lifted 
 
Following changes announced by George Osborne in 
the Budget earlier this year, as of 5th August 2013 it 
became possible to purchase shares in AIM-listed 
companies through a Stocks & Shares Individual 
Savings Account (ISA).  
 
Putting shares into a Stocks & Shares ISA means that 
any returns and gains are tax-free. Outside of an ISA, 
each person gets an annual capital gains tax 
allowance, which is £10,600 this year. Cashed-in gains 
larger than that are taxed at up to 28pc, depending 
on your total taxable income.*  
 
The AIM market is home to many small, dynamic 
businesses with significant growth potential - 
investors in Asos, an en vogue online fashion retailer, 
have seen a £1,000 investment turned into £4,900 in 
just three years. However, their shares are typically 
very volatile and high risk - so only suitable for 
experienced investors comfortable with taking risks 
and can accept falls in the value of their investment. 
 
The birth of the Inheritance Tax Free ISA... 
This ISA rule change is now particularly important 
because it offers the rare opportunity of backing an 
asset that is protected not only from income tax and 
capital gains tax but from inheritance tax too. 
Although ISAs are seen as tax-free, assets within 
them form part of their owner's estate on death and 
are therefore liable for inheritance tax (IHT). 
However, most, although not all, shares listed on AIM 
are exempt from IHT if held for more than two years.  
 

Right: 
One of the main reasons 
the Government is 
relaxing the tax rules on 
investing in smaller 
company shares is the 
hope it will help boost 
business and aide the 
UK's economic recovery. 

 
 
 
 

 
Helping you pick the right stocks 
On 14th February this year, Beaufort Securities' 
analysts published research recommending 15 stocks 
to invest in through a Stocks & Shares ISA (click here 
to read this research). Based on closing prices as at 
26th July 2013 these 15 stocks had enjoyed an 
average increase in value (excluding any dividend 
income) of 16.9%, with all but one of the 
recommendations trading higher than at the time 
they were originally recommended. This performance 
compares very favourably with the performance of 
the FTSE ALL Share index over the same period, which 
was up only 4.5%. Full details of the performance of 
these selections in the last 6 months can be found on 
Page 9 of this issue.   
 

 
Above: Asos is one of the successful smaller British companies 

whose shares will become available to Isa investors 

 
To find out more about these recommendations and 
to discover which AIM-listed companies the Beaufort 
Securities research team would recommend 
purchasing through a Stocks & Shares ISA, please call 
your broker on 020 7382 8300 (London) or 0117 910 
5500 (Bristol). 
 
 
 
 

 
 

 
*All tax laws are subject to change. 

http://www.beaufortsecurities.com/img/pdfs/research/special-reports/recommendations_for_your_stocks_and_shares_isa_portfolio.pdf
mailto:harry.stevenson@beaufortsecurities.com
http://newsletter.adeogroup.co.uk/t/r-l-bdlykjy-qiukuuhyk-t/


 

 

The Markets 
 
Markets enjoyed a good run in July, regaining the lost 
ground in June and even AIM enjoyed a positive run 
to give a year-to-date figure in positive territory. Gold 
rallied 10%, but still down 20% year-to-date. 
 

Instrument Value Change on 
Month (%) 

Year-to-
date 

FTSE 100 6,622 6.5 11.8 

FTSE All Share 3,510 6.7 13 

FTSE 250 14,873 7.8 20.3 

FTSE Aim All 
Share 

719 3.9 2 

Dow Jones 
Industrial Average 

15,566 4.4 20.3 

Nasdaq 3,630 6.7 22.6 

CAC 40 3,993 6.8 10.3 

Xetra Dax 8,276 4 8.7 

Nikkei  13,668 0 31.5 

Hang Seng 21,884 5.2 -3.4 

GOLD ($) 1,327 10.5 -20.3 

Oil Brent Jul ($) 106.91 4.6 -3.3 

 

Small Cap 
Round-up 
The objective of the round-up is to highlight a 
number of stocks we have seen and to be open about 
our thoughts and views. In addition we will highlight 
a few companies we are particularly keen on and 
explain why, but provide details only of the previous 
month’s news. Further information is available from 
your Beaufort Securities broker upon request. 

  
 
July News 
Auhua Clean Energy 
announced that the 
nano-coating flat plate solar panel technology of its 
wholly owned subsidiary, Shandong Auhua New 
Energy Co. Ltd, gained recognition by the Chinese 
authorities. The technology was identified, 
commended and conferred by the Shandong 

provincial government for "Outstanding energy 
saving result" for 2012. 
 

 

Left: 
The Golden 
Sunshine 
Gardens 
development 
in the 
Shandong 
Province is 
one of 
!ǳƘǳŀΩǎ 
award 
winning 
projects 

 
 
Our view: This latest recognition for Auhua Clean 
9ƴŜǊƎȅΩǎ ƴŀƴƻ-coating flat plate solar panel 
technology presents another indicator of the high-
quality research and development activities carried 
out by the company. Auhua is one of the few 
companies in the Shandong province to have received 
this recognition. The province is the hub for solar 
thermal activities in China, which would facilitate 
further expansion of business for Auhua. The 
company has also received strong backing from the 
government for promoting the use of efficient 
renewable energy solutions. Auhua plans to increase 
production capacity of its products to 150,000 units in 
the near future and over the longer term it aims to 
produce about 500,000 units a year. Considering the 
ƳŀǎǎƛǾŜ ǇƻǘŜƴǘƛŀƭ ŦƻǊ !ǳƘǳŀΩǎ ǇǊƻŘǳŎǘǎ ƛƴ /ƘƛƴŀΣ ǘƘŜ 
ŎƻƳǇŀƴȅΩǎ consistent efforts for efficiency 
improvements and its strategic partnership with large 
conglomerates such as YanKuang Group, China 
Construction Eighth Engineering Division Corp Ltd and 
China Railway Tenth Group Co Ltd, we are optimistic 
the company could record significant growth going 
forward. We have a Speculative Buy rating on the 
stock. 



 

 

  
 
July News 
IGas Energy released its preliminary 
results for the year ended 31st 
March 2013. Revenues jumped two-
fold to £68.3m from £22.1m last 
year aided by production levels 
rising to 901,540 barrels of oil equivalent (boe). The 
average production for the period stood at 2,396 
barrels of oil per day (bopd) and 2,470 boepd 
including electricity generation. The average realised 
price per barrel was down to £69.4 from £73.4 in 
2012. EBITDA improved to £31.9m from £13.0m in 
the previous year, while underlying operating profit 
jumped to £22.1m from £5.4m. However, the 
company reported an adjusted diluted loss per share 
of 1.91p as against an EPS of 5.43p in 2012. The 
company’s proven reserves grew 30% to 7.9 mmboe 
during the period from 1st January 2012 to 30th June 
2012. The volume of Gas Initially In-Place (GIIP) 
associated with the shales in the North West, 
including the Bowland shale, is estimated to be in the 
tune of 170 trillion cubic feet (tcf) with a mid-
estimate of 102 tcf. In February 2013, IGas acquired 
PR Singleton from Providence Resources for US$66m 
adding 520 bopd and 4.3 million barrels of oil 
equivalent (mmboe) of 1P reserves. The company 
also raised £23.1m in January 2013 through a 
successful placement of shares. 
 
Right: 
IGas Energy 
explores and 
develops gas 
and oil 
reserves at 
onshore 
locations in 
the northwest 
of England, in 
north Wales, 
in the East 
Midlands and 
in southern 
England 

 

 
Our view: Currently, the total gas consumption in 
Britain stands at 3 tcf a year and according to the mid 
estimates of proven reserves (102 tcf), IGas energy 
has the potential capacity to serve the current level of 
domestic demand for more than 30 years. The recent 

ŀŎǉǳƛǎƛǘƛƻƴ ƻŦ {ƛƴƎƭŜǘƻƴ ŦǳǊǘƘŜǊ ŎƻƴǎƻƭƛŘŀǘŜǎ LDŀǎΩǎ 
position as a leading onshore oil and gas company in 
Britain, contributing a material increase in both 
reserves and production. The 170 tcf of proven 
estimate of GIIP provides a significant boost to the 
current shale gas production. Taking into account the 
massive proven reserves held by the company and the 
rapid pace at which these reserves are coming into 
production, we believe IGas is well positioned to 
improve cash flows and earnings considerably. We 
recommend a Speculative Buy rating for this stock. 

  
 
July News 
Wishbone Gold announced that 
its exploration programme at the 
Australian Wishbone II project 
(100% ownership) in Queensland 
has highlighted the presence of gold and multi-
element mineralisation at the Hanging Valley 
Prospect. The reprocessing of existing data has 
identified that the Hanging Valley is located at the 
intersection of two gold bearing structures, namely 
the east-west Alex Hill Shear Zone and the NNE Blue 
Doe gold workings. Geochemical sampling has 
indicated potential high grade gold at Hanging Valley 
through the recovery of two rock chip samples of 
2.28 grams per ton (g/t) gold (Au) and 1.99 g/t Au, 
besides elevated copper of up to 0.42% copper (Cu). 
In the sampling from bulk cyanide leach stream 
sediment, 10 out of 15 samples reported Au above 
the elevated threshold of 20 parts per billion (ppb) 
Au, while 6 samples were greater than the extremely 
anomalous 50 ppb Au up to 486 ppb Au. Additionally, 
10 of 15 samples from 80 mesh sieved stream 
sediments reported Au above the elevated threshold 
of 100ppb Au up to strongly anomalous 1,780 ppb 
Au. The surface exploration activities at the Hanging 
Valley Prospect of the Wishbone II project, covering 
an area of 6,300 hectares, were undertaken by Terra 
Search Pty Ltd. The company plans to increase its 
coverage of the area to locate the bedrock gold 
resources amidst the probability of potential 
significant gold mineralisation due to the regional 
nature of Alex Hill Shear Zone and the Blue Doe.  In 
addition the Company announced that its recent 
exploration programme, which included geochemical 



 

 

sampling and ground magnetic surveying, has 
highlighted the potential for gold and multi-element 
mineralisation at Oaky Mill, a second prospect on 
Wishbone II. Ground magnetic survey shows Oaky 
Mill to be located on the major gold-bearing system 
that runs north-west from the producing Mt Wright-
Ravenswood gold mine. Geochemical sampling 
confirms the presence of high grade gold at Oaky Mill 
in line with historic sampling results and 3.5 g/t gold 
(Au); 5.6 g/t silver (Ag) as well as elevated copper 
(Cu) in the 0.1% to 0.2% Cu range returned from one 
rock chip sample. 
 

 
Above: Sample Location Map of the Wishbone II area 

 
Our view: The indication of potential high grade gold 
at the Hanging Valley Prospect and Oaky Mill are 
great news for Wishbone Gold. The identification of 
ǇƻǘŜƴǘƛŀƭ ƎƻƭŘ ǇǊƻǎǇŜŎǘ ƛǎ ƛƴ ƭƛƴŜ ǿƛǘƘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ 
strategy of acquiring new licenses and advancing its 
existing portfolio of highly prospective precious metal 
projects. Besides the positive results collected from 
the geochemical samples, the strategic location of the 
Hanging Valley at the intersection of two known gold 
bearing structures increases the prospects of gold 
mineralisation in the area. Given the positive results 
at the Hanging Valley Prospect and Oaky Mill, we 
reiterate our Speculative Buy rating on the stock. 
 
(Beaufort Securities is Joint Broker to WSBN) 

  
 
July News 
Kibo Mining announced the 
signing of Memorandum of 
Understanding (MoU) with 
Korean East-West Power Co. 
Ltd (EWP) on the Rukwa 
Coal-to-Power Project. The MoU provides for the 
general terms of the partnership and is a major step 
towards the formal joint venture agreement between 
the two parties to be completed following a site visit 
and technical due diligence by EWP in August 2013. 
On 24th April, Kibo had announced the selection of 
EWP as a strategic partner for the development of 
300-350 megawatt (mw) mouth-of-mine thermal coal 
plant situated in Rukwa coal deposit in southern 
Tanzania. 
 
The company also gave an interim operational 
update of its Tanzanian  Haneti Joint Venture Project, 
which is being funded by its joint venture partner, 
Votorantim. Work on the Haneti Exploration 
Programme progressed extremely well. The current 
mapping and soil sampling work is focused on 
metamorphosed ultramafic rocks which are targets 
for nickel, gold and platinum group metal element 
("PGE") mineralisation. Prior sampling identified 
anomalous nickel and gold grades and the current 
sampling programme is intended to provide more 
detailed surface geochemical data ahead of the 
prioritisation of locations for initial drilling. 
Planned work for the coming weeks: 
 

 The soil sampling programme at Kwahema - 
Sanato - Yoba to be completed.  

 Detailed mapping of the Mindii - Kwahemu 
trend.  

 Continuation of regional mapping of 
exploration and strategic targets.  

 Further consignments of samples to be 
despatched to the analysis laboratory in 
Mwanza.  

 Prepare for sampling of the newly identified 
ultramafic bodies by the reconnaissance and 
planning of soil lines.  

 



 

 

The CEO, Kibo Mining PLC remarked: "...we are 
particularly pleased with the rapid progress that the 
field team has made over  the last two weeks, and we 
are close to the successful conclusion of this 
exploration stage at Haneti.   We are dispatching a 
steady stream of samples to the laboratory, and are 
eagerly awaiting the first results from the end of 
August onwards." 
 

 
Above: YƛōƻΩǎ р ǇǊƻƧŜŎǘ ƛƴ ¢ŀƴȊŀƴƛŀ 

 
Our view: Signing of MoU for the Rukwa Coal-to-
Power Project comes as welcome news for the 
Tanzania-focused Kibo Mining. The Rukwa asset has 
ŀōƻǳǘ млф Ƴƛƭƭƛƻƴ ǘƻƴƴŜǎ όƳǘύ ƻŦ bLпоπмлм ŎƻƳǇƭƛŀƴǘ 
resources. The company is likely to benefit from 
9²tΩǎ ŜȄǇŜǊƛŜƴŎŜ ŀƴŘ ǎƪƛƭƭ ƛƴ ōǳƛƭŘƛƴƎ ǎǳŎŎessful 
turnkey power generation projects. Earlier in the year, 
the project had also garnered support from the 
Tanzanian government, which committed to elevate 
the proposed power project to a strategic status in 
the Tanzanian National Energy Strategy. Besides, 
YƛōƻΩǎ Ƨƻƛƴǘ ǾŜƴǘǳǊŜ όW±ύ ǿƛǘƘ ±ƻǘƻǊŀƴǘƛƳΣ .ǊŀȊƛƭΣ ŦƻǊ 
conducting further exploration at the Haneti project is 
ƳŀƪƛƴƎ ƎƻƻŘ ǇǊƻƎǊŜǎǎΦ /ƻƴǎƛŘŜǊƛƴƎ YƛōƻΩǎ Ǿŀǎǘ 
portfolio of early stage mineral tenements, its 
strategy of developing projects with strong 
commercial JV partners, and progress at the Rukwa 
coal project, we maintain a Speculative Buy for the 
stock. 

  
 
July News 
Sula Iron & Gold 
announced positive 
assay results from the 
first two drill holes of its 
drilling programme targeting iron mineralisation at its 
Blue Horizon license area in Sierra Leone. Initial 
studies have established the presence of iron 
mineralisation at comparable grades to Tonkolili 
project, with best intersections of 30.96m at 37.37% 
iron (Fe) and 6.14m at 55.67% Fe from the primary 
drilling target ‘Area 1’ which is coincident with a 
strong linear magnetic anomaly extending from the 
African Minerals 12.8 billion tonnes (bt) iron Tonkolili 
licence area. Currently, the company is undertaking 
diamond drilling in ‘Area 1’ over a section of the 
Banded Iron Formation (BIF). Eight of the nine 
planned holes have now been drilled. Based on the 
final results of the drilling, the next phase of the 
programme would be implemented to evaluate the 
potential of direct shipping ore (DSO). The company 
aims to delineate a maiden Joint Ore Reserve 
Committee (JORC) compliant resource by 2013. 
 

 
Above: aŀǇ ƻŦ {ǳƭŀΩǎ ŘǊƛƭƭ ƘƻƭŜ ƭƻŎŀǘƛƻƴǎ ŀǘ ǘƘŜ .ƭǳŜ IƻǊƛȊƻƴ ǇǊƻƧŜŎǘ ƛƴ 

Sierra Leone 
 
Our view: Impressive assay results of the two drilling 
holes is a good start for the 2,000 metres drilling 
programme of the company. The presence of iron 
mineralisation with very good intersection rates in 
Ψ!ǊŜŀ мΩ ƳŀǊƪǎ ŀ ǎǳŎŎŜǎǎ ŦƻǊ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŜŦŦƻǊǘǎ ǘƻ 
transform itself ƛƴǘƻ ŀ ƭŜŀŘƛƴƎ ŘǳŀƭπŎƻƳƳƻŘƛǘȅ ƛǊƻƴ 
ƻǊŜ ŀƴŘ ƎƻƭŘ ŜȄǇƭƻǊŀǘƛƻƴ ŎƻƳǇŀƴȅΦ {ǳƭŀΩǎ ƘƛƎƘƭȅ 



 

 

prospective licence is located adjacent to the licence 
ǿƘƛŎƘ Ŏƻƴǘŀƛƴǎ !ŦǊƛŎŀƴ aƛƴŜǊŀƭǎΩ мнΦу ōǘ ƛǊƻƴ ƻǊŜ 
Tonkolili operational mine. We believe the company, 
with its dual exposure to the base as well as precious 
metals and a highly experienced management, is 
likely to make rapid advancements in establishing a 
JORC compliant resource. We maintain a Speculative 
Buy on the stock. 

(Beaufort Securities is Joint Broker to Sula) 

  
 
July News 
Frontier Resources 
announced the 
completion of the 
acquisition of land 
gravity data for two 
profiles with a length of 210 kilometers across Block 
34 located in southern Zambia. The data is likely to 
provide a better picture about the structure and 
sediment thickness estimates across the basin. The 
survey results due in August, combined with the 
company’s knowledge about the region, would help 
in outlining the basin boundaries and basement 
structures. The results of the survey could be used for 
designing further, more detailed gravity or magnetic 
surveys and/or seismic surveys in course of its 
evaluation of Block 34. The Zambian block of the 
company is located in the Kafue Trough in south-
western Zambia covering about 6,427 square 
kilometres. Frontier is the operator of the block with 
a 90% working interest while a local Zambian 
company, Metprosol, has a 10% carried interest. 
 
Right: 
CǊƻƴǘƛŜǊ wŜǎƻǳǊŎŜǎΩ 
Block 34 in Southern 
Zambia 

 

Our view: Newly-listed Frontier Resources has 
initiated the first field operations on the Block 34 
located in south-western Zambia. Positive final results 
from the land gravity data could pave the way for 
future studies to test the long-term prospects of the 
block. Though the basin had remained unexplored till 
ƴƻǿΣ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǇǊƛƻǊ ŜȄǇŜǊƛŜƴŎŜ ƻŦ ƻǇŜǊŀǘƛƴƎ ƛƴ 
the region and the guidance of the international 
exploration manager, Mr. Tim Wright, with over 20 
years of industry experience, increases the prospects 
ƻŦ ǘƘŜ ōƭƻŎƪΩǎ ŀǎǎŜǘǎΦ ²Ŝ Ƴŀƛƴǘŀƛƴ ŀ {ǇŜŎǳƭŀǘƛǾŜ .ǳȅ 
for the stock. 

(Beaufort Securities is Broker to FRI) 

  
 
July News 
Early in the month 
Range Resources 
shared updates from 
its associate Citation 
Resources regarding the Atzam #4 well situated in 
Guatemala. The oil production operations have been 
started from the perforated section in the Upper C17 
carbonates between 2,846 to 2,853 feet with the 
estimated flow rate of 1,000 barrels of oil per day 
(bopd) on an open choke, while the optimal flow 
rates would be determined in some weeks. The 
current flow rate has been restricted to 100 bopd on 
a restricted choke and no water. The flow rate was 
restricted due to limited capacity - 7,000 barrels 
(bbls) of the onsite production storage tank. The up 
gradation of the storage facility is also in process of 
negotiations with the parties for current as well as 
future production. The reservoir pressure testing is 
completed. Current reserve estimate of 2.3 million 
barrels (mmbls) for the Atzam #4 well is likely to be 
upgraded. However, the upside potential of a 13 feet 
zone in the Upper C17 in the well remains untested. 
The carbonate zones C13 and C14 above the C17 
section, in the nearby Rubelsanto Field, which has 
produced more than 30 mmbbls from 8 wells to date, 
remained untested. The operator, Citation Resources, 
also progressed with the design and location of the 
Atzam #5 well, which is to be drilled in 2013.  
 



 

 

On Monday last, Range noted the Atzam #4 well is 
continuing to produce good quality 38°API oil at rates 
between 130-140 bopd on a restricted 8/64ths 
choke, with the production rate planned to be 
significantly increased once the current onsite tank 
storage capacity and transport logistics are resolved 
through offtake contracts. The project owner and 
Operator, Latin American Resources (LAR), is in 
advanced negotiations with a number of oil 
companies on short term and long term off-take 
contracts for the Atzam #4 oil production, and the 
Company will advise the market as soon as contracts 
are in place. Also highlighted: 
 

 Finalising operational plans for two well re-
entries and 6 potential new wells on the 
Tortugas Salt Dome structure for late 2013/ 
early   2014. Re-entries expected to produce 
between 200-300 bopd per well;   

 Updated reserve report on Atzam #4 well due 
shortly - expected   upgrade to the current 
Probable Reserve estimate of 2.3m bbls;   

 Spudding Atzam #5 development well 
expected in September; and   

 Following success of flow testing of Atzam #4 
in excess of 1,000 bopd, decision to proceed 
with Atzam #5 triggers milestone share 
issues.  

 
Separately, the progress of merger with International 
Petroleum having assets in Russia, Kazakhstan, and 
Niger with 3P Reserves of 233 mmbbls of oil and best 
estimate prospective resources of 761 mmbls of oil 
and 157 billion cubic feet (Bcf) of gas would help the 
combined entity to generate even higher production 
numbers. 
 
Last week Range Resources made a reference to the 
announcement made by International Petroleum 
Limited regarding the potential sale of the Russian 
assets of the latter for an estimated cash 
consideration between US$120-US$150m. Range has 
been duly informed about the negotiations and 
stands committed to pursue the merger with 
International Petroleum Limited dependent upon the 
final confirmation of the terms of the sale.. 
 
Our view on Citation News: Achieving an initial 
production of 100 bopd production despite a highly 
restricted choke and no water by associate Citation 

Resources is good news for the shareholders of Range 
Resources. The Guatemala project had yielded 
positive results in the testing period in terms of 
production levels and the oil quality. Citation 
Resources is set to improve the capacity of its storage 
tank to accelerate the production levels at Atzam #4 
well. The reserve estimate for the well is also likely to 
be increased, going forward. In addition, the potential 
of the 13 feet zone in the Upper C17 and the 
carbonate zones C13 and C14 is yet to be tapped. 

 
Above: /ƛǘŀǘƛƻƴ wŜǎƻǳǊŎŜǎΩ DǳŀǘŜƳŀƭŀ ǇǊƻƧŜŎǘ 

 

Our view on the sale of Russian assets by 
International Petroleum Limited: This would provide 
a major boost to the production and exploration 
activities of the merged entity, allowing it to focus on 
the key assets in Trinidad and onshore Africa. The sale 
would also help in further strengthening the financial 
position of the new entity. The proposed merger 
offers huge upside potential for the company from 
the highly productive assets of International 
Petroleum Limited in Russia, Kazakhstan, and Niger 
having 3P Reserves of 233 million barrels (mmbbls) of 
oil and best estimate prospective resources of 761 
mmbbls of oil and 157 billion cubic feet (Bcf) of gas. 
Recently, Range Resources has also made significant 
expansion in its operations in Trinidad through a 
farm-in agreement with Niko Resources. Given the 
positive developments regarding the prospective 
merger with International Petroleum Limited, 
expansion in Trinidad assets and recent upgrades in 
restricted flow rates from Atzam #4 Well in 
Guatemalan project, we see strong growth for the 
company going forward. We retain a Speculative Buy 
for Range. 

 

 

 



 

 

  
 
July News 
Magnolia Petroleum 
reported the initial 
production levels for 
the Statoil operated 
Jake 2-11 2TFH well in North Dakota, marking an 
addition of 33 barrels of oil equivalent per day 
(boepd) to its current production portfolio. Currently, 
the well is producing at the rate of 2,244 boepd. 
Magnolia has 1.465% net revenue interest in the well. 
COO Rita Whittington said that including the initial 
production results from the second well, the total 
contribution from Bakken and Three Forks Sanish 
formations in North Dakota has now reached 200 
boepd. The revenue from these formations would 
help in funding of new wells and leases. 
 
Our view: Production from the second Jake well in 
North Dakota has made further addition to the 
rapidly expanding production portfolio of Magnolia. 
The production results for Jake 2-11 1H well were also 
announced a couple of days back and had reported a 
net addition of 57.5 boepd for Magnolia. Production 
at other four Jake wells is likely to add to the 
production volumes for Magnolia, going forward. The 
company also has significant working interest in other 
wells, for example Blaser and is confident of an 
upward curve in its revenues from its vast productive 
asset base. The revenues generated from these wells 
could also be used to fund other drilling operations of 
the company. A recent Competent Person's Report 
(CPR) identified a potential of 696 additional drilling 
locations within the 7,866 acres that Magnolia 
acquired in Montana, an extension of the prolific 
Bakken formation. Considering the increase in the 
number of wells that would come on stream in 2013, 
Magnolia is well positioned to generate substantial 
shareholder value. We maintain a Speculative Buy 
rating. 

 
Beaufort Securities hosted an Oil & Gas seminar 
where four companies gave presentations to invited 
guests on 4th July. The presenting companies were 
IGas Energy (IGAS) (mentioned in this issue above), 

Lansdowne Oil & Gas (LOGP), Fastnet Oil & Gas 
(FAST) and Northcote Energy (NCT). We published 
research reports on each company which are 
available from your broker. 
 
Adept Telecoms (ADT.L, 140p), one of the UK’s 
leading COMMS integrators came in with another set 
of excellent figures reporting their Preliminary results 
to March 2013. Pre Tax profit rose 38% to £1.6m, 
EBITDA margin grew a further 1% to 17.7%. Free cash 
flow was £3m, finance costs fell 39% and the dividend 
rose 200% to 1.5p. If that was not impressive enough, 
net debt in 2008 was over £12m, following a buy-&-
build strategy, and has steadily fallen to £3.2m in 
March 2013, with a £2m reduction in 2012/13. 
Company has sufficient cash to fund small 
acquisitions. The shares have had a strong run 
recently and any weakness could present a buying 
opportunity. 
 
We also met Ceres Power (CWR.L, 8.5p) which got 
into difficulties with a British Gas Trial and needed a 
rescue fundraise in December 2012, raising £3.3m at 
1p. The new business strategy is to focus on the 
development and commercialisation of Ceres' 
existing core fuel cell and fuel cell module ('FCM') 
technology platform. Under this alternative business 
model, Ceres would offer its technology (through 
components including cells, stacks and FCMs) 
together with technical support to a wide range of 
Original Equipment Manufacturers ('OEM') and Ceres 
would expect to earn revenues from a combination of 
development licenses, on-going fees for services and 
royalties on OEM mass market product sales. The 
capital raising is to be implemented by way of the 
Firm Placing and Placing and Open Offer to fund its 
planned expenditure, led principally by equity 
support from IP Group plc (IPO.L) and ORA Capital 
Partners Limited (ORA.L). 
 
Ceres Power is a leading developer of clean, efficient, 
cost-effective fuel cell technology for use in 
decentralised energy products that reduce operating 
costs, lower CO2 emissions and improve energy 
security. 
 
During 2012, the Group has made substantial 
improvements in performance, durability and 
manufacturing quality of the core fuel cell technology 
and addressed the technical issues that arose in the 



 

 

2011 in-home m-CHP field trials. The core fuel cell 
technology has been independently assessed by an 
internationally-renowned solid oxide fuel cell ('SOFC') 
expert. This step-change in the capability of the fuel 
cell and FCM technology platform gives the Board 
confidence regarding the application of Ceres' 
technology across a broad range of market and 
product applications, including residential m-CHP. 
New board appointments were made and a new CEO 
starts in September. 
 
In March 2013 the Company raised £9.5m at 8p and 
both Ora and IP Group supported the fund raise, 
owning 28% and 24% respectively. And the company 
has recently signed its first OEM agreement with K. D 
Navien, Korea’s largest boiler company. 
 
The company has made a fundamental re-setting of 
commercial and strategic goals with a revitalised 
management team offering technology to OEMs to 
be integrated in their products. With the first OEM 
client signed up the strategy is beginning to take 
shape and whilst it is early days, we believe this is a 
company to watch. 
 

Update on 2013 
ISA Picks 
 

Beaufort Securities Stock Picks Out-Perform All 
Share index by 3.75x 
 
In February we recommended 15 stocks for ISA 
portfolios and below we show the performance to 
date.1 

 

The only disappointment was OXIG. In June OXIG 
figures were disappointing and Goldman Sachs 
reduced its target price (£21, from £23) to reflect the 
fact that FY13 revenues reported were below 
expectations. Also, that a slow start to FY14 trading 
reflects cyclical weakness in the IP business and 
short-term R&D budget uncertainty. We maintain our 
conviction-buy rating on the stock and believe the 
long-term growth potential associated with leading 
edge R&D tools remains intact. 
 
 

Stock Price 
on 14th  

Feb 
2013 

Price 
26th  
July 
2013 

% 
Increase/ 
Decrease 

Div Paid 
in period 

(p) 

BAT 
(BATS.L) 

3,297p 3,446p 4.5 92.7 f* 

Costain 
(COST.L) 

265p 278p 4.9 7.25 f 

Diageo 
(DGE.L) 

1,880p 1,973p 4.9 18.10 i 

Experian 
(EXP.L) 

1,098p 1,216p 10.7 15.73 f 

Galliford Try 
(GFRD) 

822p 996p 21.2 12 i 

Great Portland 
(GPOR.L) 

486p 561p 15.4 5.3 f 

Greene King 
(GNK.L) 

690p 880p 27.5 19.45 
cd** f 

Money Supermarket 
(MONY.L) 

190p 205.8p 8.3 3.94 f 
12.92 sp 

Oxford Instruments 
(OXIG.L) 

1,736p 1,330p -23.4 3.05 i 

Prudential 
(PRU.L) 

934p 1,155.5
p 

23.7 20.79 f 

Right Move 
(RMV.L) 

1,700p 2,239p 31.7 14 f 

Smiths Group 
(SMIN.L) 

1,222p 1,361p 11.4 12.5 i 

Sports Direct 
(SPD.L) 

418p 657.5p 57.3 1.22 i 

Telecom Plus 
(TEP.L) 

973p 1,317p 35.4 18 f 
xd*** 

Whitbread 
(WTB.L) 

2642 3,171p 20.0 37.9 f 

Average 
(Excluding any 
dividends received) 

  16.9 
 

FTSE All 
Share index 

  4.5 
 

 
*f final, i interim **, cd cum div, xd ex div, payable 2 8 13 
 
1Original research note published 14th February 2013 can be accessed 
here. Performance above recorded against closing prices on 26th July 
2013. 

 
As with all our ISA recommendations, the emphasis is 
on long-term investment but occasionally some 
valuations can get over or undervalued in the short 
term. To discuss the nature of the above 
recommendations it is best to ring your broker at 
Beaufort Securities for further information. 
 
 
 
 
 
 
 
 

http://www.beaufortsecurities.com/img/pdfs/research/special-reports/recommendations_for_your_stocks_and_shares_isa_portfolio.pdf


 

 

 
 

 

Recommendations 

During the three months to end-June 2013, the number of stocks on which Beaufort Securities has published recommendations was 158, and the 
recommendations were as follows: Buy - 60; Speculative Buy - 71; Hold - 26; Sell - 1. 
 
Full definitions of the recommendations used by Beaufort Securities in its publications and their respective meanings can be found on our website here. 
 

Risk Warnings and Disclaimers 
This report is published by Beaufort Securities (“Beaufort Securities”). Beaufort Securities is Authorised and Regulated by the Financial Conduct Authority 
and is a Member of the London Stock Exchange. 
 
This research is non-independent and is classified as a Marketing Communication under FCA rules. As such it has not been prepared in accordance with legal 
requirements designed to promote independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination of 
investment research in COBS 12.2.5. However Beaufort Securities has adopted internal procedures which prohibit analysts from dealing ahead of non-
independent research, except for legitimate market making and fulfilling clients’ unsolicited orders. 
 
RELIANCE ON THIS NOTE FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE AN INDIVIDUAL TO A SIGNIFICANT RISK OF LOSING 
ALL OF THE FUNDS, PROPERTY OR OTHER ASSETS INVESTED OR OF INCURRING ADDITIONAL LIABILITY. 
 
By receiving this document, you will not be deemed a client or provided with the protections afforded to clients of Beaufort Securities. When distributing 
this document, Beaufort Securities is not acting for any recipient of this document and will not be responsible for providing advice to any recipient in relation 
to this document. Accordingly, Beaufort Securities will not be responsible to any recipient for providing the protections afforded to its clients. 
 
Beaufort Securities may effect transactions in shares mentioned herein and may take proprietary trading positions in those shares, and may receive 
remuneration for the publication of its research and for other services. Beaufort Securities may be a shareholder in any of the companies mentioned in this 
report. Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to Beaufort Securities or the 
Group, which is not reflected in this material. The remuneration of the author of this report is not tied to the recommendations on any shares mentioned 
nor to the any transactions undertaken by Beaufort Securities or any affiliate company. Further information on Beaufort Securities’ policy regarding 
potential conflicts of interest in the context of investment research and Beaufort Securities’ policy on disclosure and conflicts in general are available on 
request. Please refer to http://www.beaufortsecurities.com/important-info.  
 
This document is not an offer to buy or sell any security or currency. This document does not provide individually tailored investment advice. It has been 
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a particular investment 
or currency will depend on an investor’s individual circumstances and objectives. The investments and shares referred to in this document may not be 
suitable for all investors. 
 
Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not get back the full amount 
invested. The listing requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less liquid than main markets. 
 
This document is based on information Beaufort Securities has received from publicly available reports and industry sources. Beaufort Securities may not 
have verified all of this information with third parties. Neither Beaufort Securities nor its advisors, directors or employees can guarantee the accuracy, 
reasonableness or completeness of the information received from any sources consulted for this publication, and neither Beaufort Securities nor its advisors, 
directors or employees accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its 
contents or otherwise arising in connection with this document (except in respect of willful default and to the extent that any such liability cannot be 
excluded by the applicable law). This document is not to be relied upon and should not be used in substitution for the exercise of independent judgment.  
 
This document includes certain statements, estimates, and projections with respect to the anticipated future performance of securities listed on stock 
exchanges and as to the market for these shares. Such statements, estimates, and projections are based on information that we consider reliable and may 
reflect various assumptions made concerning anticipated economic developments, which have not been independently verified and may or may not prove 
correct. No representation or warranty is made as to the accuracy of such statements, estimates, and projections or as to its fitness for the purpose 
intended and it should not be relied upon as such. Opinions expressed are our current opinions as of the date appearing on this material only and may 
change without notice. Other third parties may have issued other reports that are inconsistent with, and reach different conclusions from, the information 
presented in this report. Those reports reflect the different assumptions, views, and analytical methods of the analysts who prepared them. This report has 
not been disclosed to any of the companies mentioned herein prior to its publication. 
 
The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and may not be reproduced, 
further distributed to any other person or published, in whole or in part, for any purpose. Other persons who receive this document should not rely on it. 
Beaufort Securities, its directors, officers and employees may have positions in the securities mentioned herein. 
 
© Beaufort Securities Ltd 
131 Finsbury Pavement, London EC2A 1NT 
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