THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If
you are in any doubt about the contents of this document or as to the action you should take, you are
recommended to immediately seek your own personal financial advice from your stockbroker, bank
manager, solicitor, accountant or other independent financial adviser authorised pursuant to the Financial
Services and Markets Act 2000, the Financial Services (Jersey) Law 1998 or other appropriate legislation.
If you have sold or otherwise transferred all of your Shares in Cambium Global Timberland Limited (the
“Company”), you should pass this document, together with the accompanying Form of Proxy, as soon as
possible, to the purchaser or transferee or to the person through whom the sale or transfer was effected for
transmission to the purchaser or transferee.

Cambium Global Timberland Limited
(Incorporated and registered in Jersey under the Companies (Jersey) Law 1991
with registered number 95719)

Recommended proposals for the future of the Company
and
Notice of Extraordinary General Meeting

Panmure Gordon (UK) Limited, which is authorised and regulated by the FSA, is acting for the
Company and for no-one else in connection with the matters set out in this document and will not be
responsible to anyone other than the Company for providing the protections afforded to customers of
Panmure Gordon (UK) Limited or for affording advice in relation to the contents of this document or
any matters referred to herein.
Notice of an Extraordinary General Meeting of the Company to be held at the Company’s registered
office, 26 New Street, St. Helier, Jersey JE2 3RA at 11.00 a.m. on 22 February 2013 or any adjournment
thereof is set out at the end of this document. Shareholders are requested to return the enclosed Form
of Proxy. To be valid, the enclosed Form of Proxy must be completed and returned in accordance with
the instructions printed thereon so as to be received as soon as possible by the Company’s registrar,
Capita Registrars, PXS, 34 Beckenham Road, Beckenham, BR3 4TU, but in any event no later than
48 hours before the appointed time for the Extraordinary General Meeting.
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PART 1
LETTER FROM THE CHAIRMAN

Cambium Global Timberland Limited
(Incorporated and registered in Jersey under the Companies (Jersey) Law 1991
with registered number 95719)
Directors
Donald Adamson (Chairman)
Colin McGrady
Martin Richardson
Robert Rickman
William Spitz

Registered Office
26 New Street
St. Helier
Jersey
JE2 3RA
28 January 2013

Dear Shareholder

RECOMMENDED PROPOSALS FOR THE FUTURE OF THE COMPANY
1. Introduction
On 8 June 2012, the Independent Directors announced that they had, in consultation with the
Company’s advisers, initiated a strategic review of the Company comprising:
(i)

an analysis of the performance of the Company’s portfolio and its future prospects both in terms
of asset performance and in terms of trading in the Shares;

(ii) a reassessment of the investment proposition and the longer term viability of the Company;
(iii) consideration of the proposals put forward by, respectively, Stafford Timberland Limited and the
Investment Manager;
(iv) evaluation of any other proposals which were forthcoming, including one unsolicited approach
received by the Board;
(v) consideration of the Company’s dividend policy;
(vi) consideration of the Company’s policy of share buy-backs; and
(vii) exploration of the means and timing of best realising the value of the Company’s assets and
repaying that value to Shareholders.
Mr. McGrady, who, in addition to being a Director, is also a partner in the Investment Manager, has
not taken part in the strategic review nor has he joined in the recommendation set out at the end of this
letter.
Following the strategic review and having consulted with the Company’s advisers, the Independent
Directors have concluded that it is in Shareholders’ interests as a whole to arrange for an orderly
realisation of the Company’s portfolio and to return capital to Shareholders. The Independent
Directors announced their intention to put forward proposals to achieve this on 30 November 2012.
In summary, the Proposals comprise:
(i)

changing the Company’s investment policy with a view to realising the Company’s portfolio in a
manner which maximises value for Shareholders; and

(ii) returning surplus cash to Shareholders over time through ad hoc returns of capital.
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The Board believes the principal benefits of the Proposals to be as follows:
(i)

they should enable an orderly realisation of the Company’s property investments with the
objective of maximising the value received on the sale of those investments;

(ii) the Shares will continue to be traded on AIM and the CISX during the realisation process; and
(iii) the proposed scheme for ad hoc returns of capital to Shareholders is more flexible and cost
effective than other methods of returning capital.
The purpose of this document is to provide you with details of the Proposals, which are conditional
on, amongst other things, the approval by Shareholders of the resolution to be proposed at an
extraordinary general meeting of the Company which has been convened for 11.00 a.m. on 22 February
2013. The notice convening this meeting is set out in Part 3 of this document.
2. Background to the Proposals
After consideration of a range of options and following consultation with its Shareholders and
advisers, the Board has concluded that it is in the interests of Shareholders as a whole that the
Company’s assets be realised through an orderly realisation process enabling cash to be returned to
Shareholders. Amongst these options was an indicative cash offer for the assets of the Company but at
a level which the Board considered unacceptable.
In reaching their conclusion the Independent Directors have been mindful in particular of the
following:
(i)

that the net asset performance of the Company has been disappointing, with a decline from the
amount subscribed per Share at inception of approximately 22.7 per cent. (after adding back
cumulative dividends of 12 pence paid over that period);

(ii) that, with net assets as at 31 October 2012 of approximately £63.1 million, the Company lacks
critical mass, impacting adversely on liquidity, Share price rating and costs;
(iii) that, in the absence of achieving critical mass, the prospects of achieving a material re-rating of
the Shares from current levels remain bleak (the middle market price of the Shares of 45 pence on
25 January 2013 represents a discount of approximately 31 per cent. to the Net Asset Value per
Share of 65 pence as at 31 July 2012; as at 29 November 2012, prior to the release of the
announcement of the outcome of the strategic review, the equivalent discount was 38 per cent.);
and
(iv) that the Share price rating in turn would make it difficult to grow the Company by equity issuance
other than at a price which would be materially dilutive to existing Net Asset Value per Share.
Accordingly, the Independent Directors propose an amendment to the investment policy and an
amendment to the Investment Management Agreement.
3.

Amendment to the investment policy

Current investment policy
The Company’s current investment policy is as follows:
“The Company’s investment policy is to invest principally in forestry assets or operations which
are or can be managed on an environmentally and socially sustainable basis. The Company will
seek to gain value from certification of its forest management systems, from the commercial
development of environmental products and services, and from the reduction of risk by
community engagement and workforce development. Investments may be managed for timber
production, environmental credit production or both.
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The Company will be a long-term investor in the countries and regions in which it invests and will
therefore strive to ensure good community relations. The Company aims to establish effective
policies and procedures to ensure all its investments make a positive contribution to the regions in
which they are operating.
The Company will seek out opportunities for enhanced environmental performance and will
actively seek commercial opportunities in emerging environmental markets. The Investment
Manager believes such developments can play a role in enhanced conservation efforts for forests
in a regional context and can provide new and diversified sources of revenue to investments.
Investment strategies related to timber market segments, improved management, new
opportunities in emerging environmental markets such as carbon credits, and reduction of project
risk may be employed to increase total returns.
Returns from timberland are influenced by three factors: (i) biological tree growth; (ii) timber
price changes; and (iii) changes in the value of the underlying land asset. The Company aims to
establish a portfolio comprising geographically diverse assets located both in mature markets and
in developing markets where potentially higher returns may be generated but with
commensurately higher risk.
The Company will seek investments in North and South America and the Asia-Pacific region
(including Australia and New Zealand), but may invest in other regions on an opportunistic basis,
as determined by the Investment Manager with the approval of the Board. The Company will aim
to achieve a balance between generating income and producing superior total returns to investors
by establishing an optimized portfolio of timberland properties and timberland related
investments diversified by location, age class and species. Different age classes of tree will provide
harvestable timber over time and diversification by region and species will provide exposure to
different growth rates and different market segments. The Investment Manager believes that this
approach will maximise returns and help to control volatility and risk exposure. The Investment
Manager believes that it can build a diversified portfolio which will provide for a stable dividend
and capital appreciation over time.”
Revised investment policy
In accordance with the AIM Rules and the Company’s articles of association, the proposed
amendment to the Company’s investment policy requires the approval of Shareholders by ordinary
resolution. Accordingly, if the Resolution to be proposed at the Extraordinary General Meeting is
passed, the Company’s entire existing investment policy will be replaced and the Company will adopt
and adhere to the following amended and restated investment policy:
“The Company’s investments will be realised in an orderly manner (that is, with a view to
achieving a balance between returning cash to Shareholders and maximising value). In light of the
realisation strategy, there will be no specific investment restrictions applicable to the Company’s
portfolio going forward.
This policy will involve a continuing evaluation of the portfolio in order to assess the most
appropriate realisation strategy to be pursued in relation to each investment. Whilst some
investments may be considered appropriate for sale in the shorter term, other investments may be
held for a longer period with a view to enabling their inherent value to be realised successfully and
in all cases properties will continue to be effectively managed during this process.
The strategy for realising individual investments will be flexible and may need to be altered to
reflect changes in the circumstances of a particular investment or in the prevailing market
conditions. The Investment Manager will, in relation to each investment, seek to create
competition amongst a range of interested parties.
The net cash proceeds from realisations of assets may be applied to the repayments of tax or other
liabilities as the Board thinks fit prior to making payments to Shareholders.”

5

The Board and the Investment Manager believe that the Company’s portfolio will require careful
investment management in order to fulfil the Company’s proposed new investment policy.
The Board will meet regularly to review progress in implementing the Company’s new investment
policy and the then current position of unrealised assets.
Allowing inter alia for liquidity constraints, costs of sale, and the impact on valuations which are likely
to be caused by such deferral of cash flows and suspension of planned operating activities that the
realisation strategy will entail, the Investment Manager has estimated on a prudent basis that the net
proceeds which might accrue to the Company from the sale of the portfolio will, after repayment of
loans and adjustment to deferred tax provisions, be equivalent to approximately 57 pence per Share,
but it should be noted that this is only an estimate which remains subject to market fluctuations and a
number of uncertainties. Accordingly, the final amount may differ materially from the estimate. There
will be no set period for the realisation of the portfolio but the target will be to complete it within
24 months.
The Board and the Investment Manager regard the orderly realisation of the Company’s assets as the
best strategic option at the present time. Should, however, Shareholders reject the proposed change, the
Board and the Investment Manager will continue to try to deliver the existing investment strategy and
work to identify other options for developing the Company.
4. Amendments to the Investment Management Agreement
The Investment Manager will be managing the orderly realisation process over time by seeking to
achieve best possible value for the Company’s assets. The key to this process will be the identification
of the largest number of potential buyers, the creation of competitive tension and the choice of market
timing to execute sales.
The Board believes that the continued appointment of the Investment Manager is important to
achieving these aims and the Board has agreed, subject to Shareholder approval of the revised
investment policy, to restructure the Investment Manager’s fee arrangements in light of the proposed
change in strategy to align the interests of the Company and the Investment Manager throughout the
orderly realisation process. The current fee arrangements are not designed to accommodate the
management of an orderly realisation process.
Management fee
The current management fee is payable at the rate of one per cent. per annum of the Net Asset Value
from time to time. This is calculated and paid quarterly in advance. For the annual financial period
ending on 30 April 2012, the Investment Manager received a management fee (excluding expenses) of
£776,899.
In addition, the Investment Manager is entitled to a performance fee for an amount payable by
reference to the increase in Net Asset Value per Share over the course of the financial year. The
performance fee hurdle is the Net Asset Value at the start of the financial year increased at a rate of
eight per cent. per annum, adjusted by subtracting the amount in pence per Share of any dividend paid
during the period, and is subject to a high watermark. The high watermark is currently the launch price
of £1 per Share. If the performance test is met and the high watermark exceeded, the performance fee
will be 20 per cent. of the excess of the Net Asset Value per Share multiplied by the weighted average
of the number of Shares in issue. No performance fee has been paid to date and no provision has been
made in the Company’s accounts for any performance fee to be paid.
The Investment Manager has entered into an agreement to amend the Investment Management
Agreement dated 28 January 2013 (the “Amendment Agreement”), conditional upon the passing of the
Resolution to be proposed at the Extraordinary General Meeting, pursuant to which the Investment
Manager has agreed the following fee and termination provisions:
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Revised management fee
Subject as set out below, the Investment Manager shall be paid: (i) a fee of $850,000 (equivalent to
approximately £535,000 as at 25 January 2013) in respect of the First Year; and (ii) a fee of $650,000
(equivalent to approximately £410,000 as at 25 January 2013) in respect of the Second Year (together,
the “Management Fee”), which shall accrue daily and be paid quarterly in advance.
In addition, the Investment Manager shall be entitled to a realisation fee (the “Realisation Fee”) in lieu
of the then unpaid Management Fee if 85 per cent. or more of the portfolio is sold within the First
Year. The Realisation Fee will be paid on the following basis:
(i)

if 100 per cent. of the portfolio is sold within the First Year, the Investment Manager shall be paid
a Realisation Fee of one per cent. of the net sale proceeds received by the Company and the
Management Fee shall reduce to nil with effect from the date the last sale proceeds triggering the
liability to pay the Realisation Fee are received by the Company;

(ii) if 85 per cent. or more but less than 100 per cent. of the portfolio is sold within the First Year, the
Investment Manager shall be paid a Realisation Fee of one per cent. of the net sale proceeds
received by the Company and the Management Fee shall be reduced by 85 per cent. with effect
from the date the last sale proceeds triggering the liability to pay the Realisation Fee are received
by the Company; and
(iii) if less than 85 per cent. of the Company’s portfolio is sold within the First Year, the Investment
Manager shall not be entitled to receive a Realisation Fee.
The Company shall pay to the Investment Manager 50 per cent. of any such Realisation Fee on the
date the last sale proceeds triggering the liability to pay such fee are received by the Company and the
remaining 50 per cent. of the Realisation Fee on the date the Company enters a summary winding-up
(which shall be subject to the passing of a special resolution by Shareholders).
Termination
The Investment Management Agreement shall terminate on the last day of the Second Year,
whereupon it shall automatically terminate save that in the event that 100 per cent. of the Company’s
portfolio has not been realised by the last day of the Second Year, the Investment Management
Agreement shall continue in force at a fee level to be agreed but shall be terminable by either party
giving two months’ written notice to the other at any time.
Completion
The Amendment Agreement is conditional upon the Resolution being passed. In the event that the
Resolution is not passed, the existing fee and termination provisions set out in the Investment
Management Agreement shall continue to apply.
Related party transaction
Under the AIM Rules, the Investment Manager is deemed to be a related party of the Company in
relation to the amendments to the Investment Management Agreement. The Independent Directors,
having consulted with Panmure Gordon, consider the terms of the transaction are fair and reasonable
insofar as Shareholders are concerned. In providing its advice to the Independent Directors, Panmure
Gordon has taken into account the Independent Directors’ commercial assessment of the Proposals.
5. Return of Capital
The Board intends to consider with its advisers mechanisms for returning capital to Shareholders
during the realisation period.
The Board will write to Shareholders again in due course with details of its proposals to return capital
to Shareholders. The Board may consider one or more tender offers and/or other capital return
schemes as the portfolio is realised and will seek to adopt the most efficient method of returning capital
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to Shareholders. It is not intended that any further dividends will be paid if the proposals are approved
by Shareholders.
Depending on the rate and amount of realisation the Board will also consider proposing that the
Company enter into a summary winding-up (which shall be subject to the passing of a special
resolution by Shareholders).
6. Benefits of the Proposals
The Board believes that the Proposals offer the following significant benefits to Shareholders:
●

Commencing a managed realisation of assets, rather than placing the Company in a summary
winding-up (subject to the passing of a special resolution by Shareholders) immediately or seeking
an immediate sale of the portfolio, should enable the Company to increase the value realised on
the sale of its investments.

●

Since the Shares will remain admitted to trading throughout the realisation process, Shareholders
and prospective investors will, subject to market conditions, be able to buy and sell their Shares.

●

The revised management fee should result in an annualised cost saving of approximately £95,000
from the most recently released Net Asset Value. Additionally, the Investment Manager has
identified costs savings from the termination of the agreements with various timber investment
management organisations (“TIMOs”) and the internalisation of the services the TIMOs
previously provided. The TIMO savings will amount to an estimated annual saving of £475,000
from current asset values once implemented. The savings from the TIMO functions and the
revised management fee achieve estimated aggregate costs savings of £570,000 annually.

7. Risk factors
As a result of the Proposals, Shareholders should be aware of the following risk factors:
●

There is no guarantee that the change to the Company’s investment policy will provide the returns
or realise the capital sought by Shareholders. The estimated amount that may be returned to
Shareholders, referred to on page 6, is merely an estimate and is not guaranteed. It is based on a
number of assumptions that may or may not materialise. Shareholders should place no reliance
on this amount being returned to them.

●

The value of the Company’s assets is inherently subjective due to the individual nature of each
investment. As a result, valuations are subject to uncertainty. There is no assurance that the
valuations of the investments held by the Company reflect the realisable values of such
investments.

●

Timberland investments are relatively illiquid and can take several months to sell because the
acquisition costs are high. There is no guarantee that the Investment Manager will be able to
create a market in the Company’s assets.

●

As a result of the portfolio realisation, the number of assets held by the Company will reduce over
time and, as a consequence, the aggregate return on the remaining portfolio will become
increasingly exposed to the performance, favourable or unfavourable, of the remaining individual
assets. This risk will increase significantly in the event that the Board determines that the best
results could be obtained by the sale of all or a significant proportion of the Company’s assets in
a single transaction early in the realisation period.

●

The proposed change of investment strategy would result in the Company becoming reliant on the
Investment Manager’s ability to dispose of investments in order to realise capital for Shareholders.

●

In certain circumstances, for example the rapid realisation of assets, the investment management
fee under the new arrangements could result in higher fees than would be payable if the Company
adopted the new investment policy without making the proposed change to the management fees.
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8. Extraordinary General Meeting
The amendment to the Investment Policy is subject to Shareholder approval. A notice convening an
Extraordinary General Meeting of the Company, which is to be held at 11.00 a.m. on 22 February
2013, is set out at the end of this document. At this Extraordinary General Meeting, an ordinary
resolution will be proposed to sanction the change in investment policy. The Resolution requires a
majority of those Shareholders voting to vote in favour in order to be passed.
Action to be taken
Whether or not you intend to be present at the Extraordinary General Meeting, Shareholders are
requested to complete and return the accompanying Form of Proxy in accordance with the instructions
printed thereon, so as to be received as soon as possible and, in any event, no later than 11.00 a.m. on
20 February 2013. The completion and return of the Form of Proxy will not preclude you from
attending the meeting and voting in person should you so wish.
9. Recommendation
The Independent Directors, who have been advised by Panmure Gordon, consider that the Proposals
and the Resolution to be proposed at the Extraordinary General Meeting are in the best interests of
the Company and its Shareholders as a whole. In providing its advice to the Independent Directors,
Panmure Gordon has taken into account the Independent Directors’ commercial assessment of the
Proposals.
In addition, in the opinion of the Independent Directors, who have been advised by Panmure Gordon,
the proposed amendments to the Investment Management Agreement, the implementation of which
are conditional on the passing of the Resolution, are fair and reasonable as far as Shareholders are
concerned. In providing its advice to the Independent Directors, Panmure Gordon has taken into
account the Independent Directors’ commercial assessment of the Proposals.
Accordingly, the Independent Directors unanimously recommend that Shareholders vote in favour of the
Resolution to be proposed at the Extraordinary General Meeting.
The Independent Directors intend to vote in favour, or procure the vote in favour, of the Resolution at
the Extraordinary General Meeting in respect of their beneficial holdings of Shares which, in
aggregate, amount to 1,125,000 Shares representing approximately 1.1 per cent. of the Company’s
issued Share capital (excluding Shares held in treasury).
Yours faithfully

Donald Adamson
Chairman
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PART 2
DEFINITIONS
The following definitions apply throughout this document unless the context otherwise requires:
“AIM”

the market of the same name, operated by the London
Stock Exchange plc

“AIM Rules”

the AIM Rules for Companies, published by the London
Stock Exchange plc

“Board” or “Directors”

the board of directors of the Company, including a duly
constituted committee thereof

“CISX”

the Channel Islands Stock Exchange, LBG

“Company”

Cambium Global Timberland Limited

“Extraordinary General Meeting”
or “EGM”

the extraordinary general meeting of the Company to be
held at 11.00 a.m. on 22 February 2013, or any
adjournment thereof

“First Year”

the 12 month period commencing on the business day
following the passing of the Resolution

“Form of Proxy”

the form of proxy to be used by Shareholders in
connection with the EGM which accompanies this
document

“Independent Directors”

the members of the Board other than Mr. McGrady

“Investment Manager”

CP Cogent Asset Management L.P.

“Investment Management Agreement”

the investment management agreement dated 27 February
2007 between the Company and the Investment Manager

“Net Asset Value” and
“Net Asset Value per Share”

respectively the net asset value of the Company and the
net asset value of a Share as calculated in accordance with
the Company’s normal accounting policies

“Notice”

the notice of the Extraordinary General Meeting set out
at the end of this document

“Panmure Gordon”

Panmure Gordon (UK) Limited

“Proposals”

the proposals for the future of the Company as described
in paragraph 1 of Part 1 of this document

“Resolution”

the ordinary resolution to be proposed at the EGM as set
out in the Notice

“Second Year”

the 12 month period commencing on the day following
the last day of the First Year

“Shareholders”

holders of Shares

“Shares”

ordinary shares of no par value in the capital of the
Company

“TIMO”

timber investment management organisation
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PART 3
NOTICE OF EXTRAORDINARY GENERAL MEETING

Cambium Global Timberland Limited
(Incorporated and registered in Jersey under the Companies (Jersey) Law 1991
with registered number 95719)
NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of Cambium Global
Timberland Limited (the “Company”) will be held at the Company’s registered office, 26 New Street,
St. Helier, Jersey JE2 3RA at 11.00 a.m. on 22 February 2013, for the purpose of considering and, if
thought fit, passing the following resolution which will be proposed as an ordinary resolution.
Ordinary Resolution
THAT the proposed new investment policy of the Company as described in Part 1 of the circular to
Shareholders dated 28 January 2013 of which this notice forms part (the “Circular”) be adopted as the
investment policy of the Company with immediate effect in order to implement the realisation strategy
described in the Circular and the existing investment policy be and is hereby replaced.
By order of the Board
28 January 2013

Registered Office
26 New Street
St. Helier
Jersey
JE2 3RA

Notes:
1.

Any Shareholder entitled to attend and vote at the meeting is entitled to appoint one or more proxies to
attend and vote instead of him/her. A proxy need not be a Shareholder of the Company.

2.

The Form of Proxy, together, if appropriate, with the power of attorney or other authority (if any) under
which it is signed, must be deposited at the office of the Company’s registrar, Capita Registrars, PXS,
34 Beckenham Road, Beckenham, BR3 4TU, not later than 48 hours before the time appointed for holding
the meeting.

3.

Return of a completed Form of Proxy will not preclude a Shareholder from attending and voting personally
at the meeting.

4.

This Notice sets out the Resolution to be proposed at the meeting. The meeting will be chaired by the
Chairman or, failing him, another Director nominated by the Directors or, if no Directors are present or if
all of the Directors present decline to take the chair, the Shareholders present shall choose a Shareholder
present to take the chair.

5.

The quorum for a meeting of Shareholders is two or more Shareholders present in person or by proxy.

6.

If, within 30 minutes from the appointed time for the meeting, a quorum is not present, the meeting shall be
dissolved.

7.

To appoint more than one proxy you may photocopy the Form of Proxy. Please indicate the proxy holder’s
name and number of Shares in relation to which they are authorised to act as your proxy (which, in
aggregate, should not exceed the number of Shares held by you). Please also indicate if the proxy instruction
is one of multiple instructions being given. All forms must be signed and should be returned together in the
same envelope.

8.

Pursuant to Article 40(1) of the Companies (Uncertificated Securities) (Jersey) Order 1999, the time by
which a person must be entered on the register of members in order to have the right to attend or vote at the
meeting is 11.00 a.m. on 20 February 2013. Changes to entries on the register of members after such times
shall be disregarded in determining the rights of any person to attend or vote at the meeting.

9.

Terms defined in the circular to Shareholders dated 28 January 2013 shall, unless the context otherwise
requires, bear the same meaning when used in this Notice.
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