Marketing Communication
Your Capital is at Risk
10 October 2019
Stock Data
Share Price:
Market Cap:
Shares in issue:

1.71p
£11.0m
643.7m

Company Profile
Sector:
Ticker:
Exchange:

Renewable Energy
VLS.L
AIM

Activities
Velocys is a renewable energy company
focused on converting forestry by-products
into renewable transportation fuels, which
when blended with conventional fuels,
have the potential to lower significantly
harmful emissions and greenhouse gases.
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Velocys plc
Velocys has signed an agreement with Oxy Low Carbon Ventures LLC (OLCV), to
capture CO2 emissions from Velocys’ planned biomass-to-fuels project located in
Mississippi USA and store them securely in an underground geologic formation.
The company outlines that the ability to transform its flagship facility into a net
negative emitter of CO2 is highly advantageous from both an environmental and
also a commercial standpoint.
Velocys Inc., a wholly owned subsidiary of Velocys plc, has signed an agreement with
OCLV, a subsidiary of Occidental whereby OCLV will transport and store CO2 captured
from Velocys’ Bayou Fuels facility located in Natchez, Mississippi when it is completed,
enabling the production of transportation fuels that have a net negative carbon
intensity.
The company’s Bayou Fuels project is planned to take waste woody biomass and
convert it into transportation fuels such as diesel and aviation fuel. Velocys has
developed a biomass-to-liquids (BTL) process that can convert forestry by-products to
renewable transportations fuels. This is achieved by combusting solid feedstock at high
temperatures to produce ‘syngas’, a mixture of carbon monoxide and hydrogen. By
applying the established Fischer-Tropsch process, hydrogen is converted into paraffinic
hydrocarbons which are subsequently upgraded through several refinery processes to
produce a range of transportation fuels as outlined.
Velocys has designed an integrated technical solution that is well suited to carbon
capture, usage and storage (CCUS) before it can enter the atmosphere. Additionally,
OLCV is well positioned to transport and store CO2 by leveraging its parent company’s
expertise in CO2 storage and utilisation. As such, Velocys notes that this combination of
technologies can enable the Bayou Fuels facility to produce net negative carbon
intensity fuels.
As well as the obvious environmental advantages of such a solution, this plan carries a
potential commercial advantage given that integrating CCUS into Bayou Fuels will
enable the facility to target certain revenue streams including those from the California
Low Carbon Fuels Standard and US 45Q tax credits that incentive the installation of
carbon capture equipment on industrial facilities.
Velocys also notes that the deal with OLCV will not only serve to de-risk the Bayou
Fuels project but it can also be replicated at other sites under development which
include the company’s UK project which recently submitted a planning application to
build the first commercial scale waste-to-jet fuel facility at Immingham in the UK.
Velocys is gaining momentum over H2 2019. The company raised £7m of new
funds in July, the net proceeds of which will accelerate the development of its
facilities in the US and the UK. In September, the company also secured an order
with Toyo Engineering Corporation worth an initial US$0.5m to supply its
Fischer-Tropsch technology for a biomass-to-jet fuel demonstration facility
currently under construction in Japan. With the latest announcement outlining
Velocys’ ability to deliver its technology solution in a net negative emissions
context, we anticipate the prospect of further positive news flow in Q4.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF
AMERICA, JAPAN, CANADA OR AUSTRALIA.

Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”). The
analyst who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a relationship with
the company covered in this report. Accordingly, the report has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing by TPI or its
clients ahead of the dissemination of investment research.
TPI manages its conflicts in accordance with its conflict management policy. For example, TPI may provide services
(including corporate finance advice) where the flow of information is restricted by a Chinese wall. Accordingly,
information may be available to TPI that is not reflected in this document. TPI may have acted upon or used research
recommendations before they have been published.

Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document.
Any opinions expressed in this document are those of TPI’s research analyst. Any forecast or valuation given in this
document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely outcome or
share price.
The value of securities, particularly those of smaller companies, can fall as well as rise and may be subject to large and
sudden swings. In addition, the level of marketability of smaller company securities may result in significant trading
spreads and sometimes may lead to difficulties in opening and/or closing positions. Past performance is not necessarily a
guide to future performance and forecasts are not a reliable indicator of future results.
AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less demanding
than those of the Official List of the UK Listing Authority; consequently AIM investments may not be suitable for some
investors. Liquidity may be lower and hence some investments may be harder to realise.

Specific disclaimers
TPI has acted as placing agent to Velocys PLC (“Velocys”) which is listed on the AIM Market of the London Stock Exchange
(“AIM”). TPI’s private and institutional clients may hold, subscribe for or buy or sell Velocys’ securities.
This document has been produced by TPI independently of Velocys. Opinions and estimates in this document are entirely
those of TPI as part of its internal research activity. TPI has no authority whatsoever to make any representation or
warranty on behalf of Velocys.
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General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research” in
accordance with the FCA definition. The contents are based upon sources of information believed to be reliable but no
warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion reflects TPI’s
judgement at the date of publication and neither TPI nor any of its directors or employees accepts any responsibility in
respect of the information or recommendations contained herein which, moreover, are subject to change without notice.
Any forecast or valuation given in this document is the theoretical result of a study of a range of possible outcomes and is
not a forecast of a likely outcome or share price. TPI does not undertake to provide updates to any opinions or views
expressed in this document. TPI accepts no 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
wilful default and to the extent that any such liability cannot be excluded by applicable law).
The information in this document is published solely for information purposes and is not to be construed as a solicitation
or an offer to buy or sell any securities or related financial instruments. The material contained in the document is general
information intended for recipients who understand the risks associated with equity investment in smaller companies. It
does not constitute a personal recommendation as defined by the FCA or take into account the particular investment
objectives, financial situation or needs of individual investors nor provide any indication as to whether an investment, a
course of action or the associated risks are suitable for the recipient.
This document is approved and issued by TPI for publication only to UK persons who are authorised persons under the
Financial Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the
rules of the Financial Conduct Authority. This document may not be published, distributed or transmitted to persons in the
United States of America, Japan, Canada or Australia. This document may not be copied or reproduced or re-distributed to
any other person or organisation, in whole or in part, without TPI’s prior written consent.
Copyright © 2019 Turner Pope Investments (TPI) Limited, all rights reserved.
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