PMFG, Inc. (Parent of Peerless Mfg. Co.) Announces $21.14 Million Private Placement of Convertible Preferred Stock and Warrants

DALLAS, September 4, 2009 (GLOBE NEWSWIRE) -- PMFG, Inc. (the “Company”) (NASDAQ: PMFG) today announced that it has completed a private placement of $21.14 million of a newly created class of Series A convertible preferred stock and warrants.  The Company used the net proceeds from the offering and available cash to repay all outstanding indebtedness under its subordinated term loan.

The preferred stock is immediately convertible into approximately 2.64 million shares of the Company’s common stock at an initial conversion price of $8.00 per share, subject to certain antidilution adjustments.  Holders of the preferred stock are entitled to quarterly dividends at an annual rate of 6.0%, payable in cash or equity, or a combination thereof, at the Company’s option.  In addition, in some circumstances the investors will be entitled to participate in future unregistered offerings of the Company’s equity securities.  Both the Company and the holders may cause the redemption of the preferred stock after the fifth anniversary of issuance subject to certain conditions.  The preferred stock does not have voting rights.  

The warrants entitle the investors to purchase approximately 1.32 million additional shares of common stock at an exercise price of $10.56 per share.  The warrants are not exercisable for the first six months following closing and have a five-year term.

As required by Nasdaq rules, the number of shares of common stock issued upon conversion or redemption of the preferred stock or as payment of the dividends will be capped at approximately 2.64 shares, until stockholder approval of any issuance in excess of the cap is obtained.  At its annual stockholders meeting, the Company expects to ask stockholders to approve the issuance of shares of common stock in excess of the cap imposed by Nasdaq rules and to increase the number of authorized shares of common stock by 25 million shares.
Needham & Company, LLC served as the exclusive placement agent for the offering.
Peter J. Burlage, Chief Executive Officer of the Company, commented: “This infusion of capital allows us to eliminate our subordinated debt, which, in turn, provides us with greater financial flexibility in our everyday operations.”

The securities were sold to accredited investors in reliance on an exemption from the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”) and were not registered under the Securities Act or any state securities laws.  The securities may not be offered or sold absent registration or an applicable exemption from the registration requirements of the Securities Act and applicable state securities laws.  In connection with the financing, the Company has agreed, subject to certain terms and conditions, to file a registration statement under the Securities Act covering the resale of the securities issuable upon conversion or redemption of the preferred stock and exercise of the warrants.  This press release does not and will not constitute an offer to sell or the solicitation of an offer to buy shares or warrants and is being issued under Rule 135c of the Securities Act.

About PMFG 

The Company is a leading provider of custom engineered systems and products designed to help ensure that the delivery of energy is safe, efficient and clean. The Company primarily serves the markets for power generation, natural gas infrastructure and petrochemical processing. Headquartered in Dallas, Texas, the Company markets its systems and products worldwide under the brand names of Peerless Mfg. Co.™, Burgess-Manning™, Bos-Hatten™ and Alco Products™. 

Safe Harbor Under the Private Securities Litigation Reform Act of 1995 

Certain statements contained in this press release that are not historical facts are forward-looking statements that involve a number of known and unknown risks, uncertainties and other factors that could cause the actual results, performance or achievements of the Company to be materially different from any future results, performance or achievement expressed or implied by such forward-looking statements. The words “anticipate,” “expect,” “believe,” “intend” and similar expressions identify forward-looking statements. The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for such forward-looking statements. In order to comply with the terms of the safe harbor, the Company notes that a variety of factors could cause actual results and experience to differ materially from the anticipated results or other expectations expressed in such forward-looking statements. These risks and uncertainties include the sufficiency of the capital infusion, compliance with the Nasdaq stockholder approval policy, the Company’s ability to raise additional capital, and the Company’s ability to execute its plans and strategies. Other important information regarding factors that may affect the Company’s future performance is included in the public reports that the Company files with the Securities and Exchange Commission, including the information under Item 1A. “Risk Factors” in the Company’s Annual Report on Form 10-K for the fiscal year ended June 30, 2008 and the Company’s Quarterly Reports on Form 10-Q for the fiscal quarters ended December 31, 2008 and March 31, 2009. The Company undertakes no obligation to revise any forward-looking statements or to update them to reflect events or circumstances occurring after the date of this release, or to reflect the occurrence of unanticipated events. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof. The inclusion of any statement in this release does not constitute an admission by the Company or any other person that the events or circumstances described in such statement are material. 
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