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Oliver’s Real Food Comes to
Market

When Eco Investor first wrote about Oliver’s Real

Food in November 2015, its founder and chief execu-

tive Jason Gunn said he was looking at an IPO in the

next eight to 12 months. The IPO is now underway and

is only six months over time. Given how many IPO pre-

dictions I’ve heard over my journalistic life, the timing

of the forecast is just about spot on. Mr Gunn also gets

credit as many gunna-IPOs just don’t eventuate. So the

company and its founder start with a record of keeping

to their plan.

Oliver’s is something new in fast food - a chain of

highway outlets that serve travelers with organic and

good-for-you food. In fact, the prospectus claims Oliv-

er’s as “the world’s first certified organic fast food

chain”.

The emphasis is on food that is fresh, high quality

and healthy. There are no preservatives and artificial

additives. Over 50 per cent of the food is organic. It also

has gluten free, dairy free and vegan options. Ninety

per cent is sold under the Oliver’s brand and, and most

of the food and beverages are prepared in Oliver’s own

kitchens. It has three, near Sydney, Melbourne and

Brisbane.

Having stopped at a few more stores since I first

wrote about the company, I can confirm that the menu

is wide enough for a family and, even more impor-

tantly, is tasty. The main foods are pita pockets, sushis,

salads, soups, curries, fruit salads, sandwiches, muesli,

yoghurt cups, deserts, muffins and chia pods. There are

organic drinks, organic fair trade coffee, teas, alkaline

water, fresh juices and smoothies, protein bars, energy

balls and green beans.

The stores also sell books, CDs and DVDs on health

and well-being.

Oliver’s owns 75 per cent of the wholesale business,

The Delicious & Nutritious Food Company Pty Ltd.

This owns “Red Dragon Organics” that distributes spe-

cialized drinks through Oliver’s stores and to over 500

metropolitan retailers and cafes. The drinks include tur-

meric ginger beer, sugar free ginger beer, and lemon

myrtle and lime bitters. Oliver’s is looking to acquire

the other 25 per cent of the business.

Most of Oliver’s produce is sourced from a wide

range of fresh organic suppliers, but it also has an or-

ganic farm at Wyong.

Online Oliver’s sells Australia wide offering and de-

livering organic fair trade coffee, organic muesli, Hi-

malayan salt, and well-being books and DVDs. It says

this has potential to expand.

Oliver’s ticks all the environmental, ethical and

health food boxes.

Mr Gunn says the idea for Oliver’s started over 15

years ago after he drive the highways of the east coast

and imagined that a significant percentage of people

would choose healthier fast food if it were available.

The first store opened in 2005 at Wyong on the Pa-

cific Highway just north of Sydney. There are now 20

stores along the east coast highways from Melbourne to

Chinderah in northern NSW just before the Queensland

border. The capital raised from the IPO will be used to

open more stores over the next few years. Another 13

are planned from Adelaide to Melbourne and through
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inland NSW to southern Qld. Two should open this fi-

nancial year and eleven will be rolled out in 2017-18.

The next step would be along the Bruce Highway to

Cairns. The longer term plan could see around 60

stores.

Store locations are on

highways usually alongside

a McDonalds, Hungry

Jacks, KFC, or Subway,

where it offers an alterna-

tive.

Oliver’s previously franchised some stores but has

change this strategy and has repurchased or has con-

tracts to re-purchase all but one of the existing fran-

chised stores.

Mr Gunn says “The food choices we make each day

have a huge impact on our personal health, as well as

the health of our planet.” So Oliver’s is passionate

about nutrition and the benefits of eating well. “Oliv-

er’s aspires to deliver the healthier food choices, as well

as the nutritional information, that gives people the

power to take back control of their health, and the

health of our planet.”

He says that 15 years later “We have already

changed the way that hundreds of thousands of people

eat when they are traveling, and many people tell us that

we have “changed their lives” (and their health) for the

better.”

He says Oliver’s is a successful business with a

proven concept. Appealing to ethical investors, he says
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“I believe that these days more and more people want to

support companies that believe in something that goes

beyond maximizing profits, but we understand that the

best way to achieve our vision is to build a strong and

profitable company. We’re going public for our em-

ployees, suppliers and our investors.”

Eligible employees are able to participate in the

IPO. They can acquire $600 worth of shares and this

will be matched by another $600 worth from the com-

pany. Senior executives have access to Oliver’s Em-

ployee Incentive Plan that issues options.

Oliver’s says it is committed to environmental pro-

tection. It encourages sustainable and ethical farming

practices from its suppliers. Among other activities, it

has installed Tesla car recharging stations at some of its

stores and the Gundagai store is solar powered. It uses

sustainably farmed bamboo in store fit-outs. Its take

away cutlery and coffee cups are made from bio-

degradable plastics, and in 2017-18 it will introduce

re-useable crockery and cutlery for dining in. Bottle re-

cycling is available at some stores.

Chairman Mark Richardson says Oliver’s has over 2

million customers per year and is expected to have pro-

forma annual store sales for 2016-17 of more than $28

million.

Oliver’s revenue is growing strongly but it is bor-

derline profitable. It made small profits in 2014-15 and

2015-16 of less than $1 million each year, but it made a

small loss of $1 million in the first half of 2016-17. For

that reason Eco Investor will classify Oliver’s as a pre-

profit security but will upgrade it if it achieves a profit

for the full year.

The balance sheet is not large. Pre IPO total assets

were $18.7 million and total liabilities were $7.8 mil-

lion, giving net assets of $10.9 million. The IPO will in-

crease net assets to between $19 million and $24

million.

Dividends are not on the near horizon. They will

wait until the company is sufficiently profitable and

cash flow positive and has sufficient capital to grow its

stores.

The offer is up to 50 million shares at 30 cents each

to raise $15 million. The minimum subscription is $9

million, which Mr Richardson says is enough for the

planned rollout to 33 stores.

Post IPO Oliver’s will have between 145.8 million

and 165.8 million shares on issue. At 30 cents, the mar-

ket capitalization will be between $43.8 million and

$49.8 million. It will also have between 8.9 million and

10.9 million options.

No shareholder is selling down equity as part of the

offer. The directors and the founders are also share-

holders and will be escrowed for two years. Mr Gunn

and co-founder and non-executive director Kathy

Hatzis will hold 26 per cent and 14 per cent of the eq-

uity respectively if the maximum subscription is raised

and approximately 30 per cent and 16 per cent if the

minimum is raised. So they have plenty of skin in the

game.

The IPO is not underwritten. It closes on 2 June and

the shares list on 14 June. (ASX: OLI)
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After a Big Share Price Fall

By Victor Bivell

A share price can have a sudden big fall when a

company announces some bad news or there is bad

news in its industry, in the market, or more widely. In

the past when I have thought that the news did not affect

the company’s value I have often bought in, only to find

I have bought in too soon and the share price kept fal-

ling. Catching the proverbial falling knife too often is

not good enough. To become a better investor, I need to

get better at understanding these falls and to get better

at timing my buys.

Some examples. Recently I have been caught out

several times with the sudden falls of Murray River Or-

ganics, Quintis, Gateway Lifestyle, and Bellamy’s. At

the end of this piece, I’ll take a closer look at these

trades. Range International also had a similar sudden

fall but I didn’t buy, which gives a useful counterpoint

for comparison.

After a sudden and big fall, the questions I ask are:

How low will the share price go? How long will it take

to bottom? Will it bounce back? How long will it take to

bounce back? How high will it bounce back? Usually I

have no firm idea about any of the answers. That’s what

makes the share market fair - no one knows the future.

What I do know is that until now I have operated too

much on instinct. When I have bought, it was because I

felt I knew enough about the company to be confident

that it will one day bounce back. But the practical

results show that that approach needs some

improvement. I need to begin asking each question in a

more methodical and thorough manner and to have a

better idea of the answers before I press the buy button.

Most of the problems start when I get the first two

questions wrong - How low will the share price go and

how long will it take to bottom? I understand that it can

be impossible to exactly pick the bottom, so I never beat

myself up when I don’t, but I should always aim to get

better.

There are four ways a share price can go after a sud-

den big fall.

1. It can bounce back quickly.

2. It can bounce back slowly by trending upwards.

3. It can drift sideways, sometimes for a long time.

4. It can continue to fall, either fast or slowly.

I am not that interested in investing in the first type

of fall, in the hope that there will be an immediate

bounce back. I can’t know or be certain it will happen

so putting money on it is a punt. And my investment

style is not short term punting.

This type of fall needs to be distinguished from

where there is no news but for whatever reason there is

a temporary dip in the share price that brings it into the

buy range. There is always the doubt whether some bad

news may follow the dip, but that is not usual.

In terms of investing, I am interested in the second

type of fall. These are easier to understand and it is a

safer bet that a good company will usually or eventually

recover.

So the first step is to try and work out what sort of

fall it is. That depends on the nature of the news and

how the market views it. Is the issue temporary or per-

manent? Is it something the company can control or

manage, like a need for capital or new management? Is

it something that simply needs time to sort out or re-

cover from? Is it something the company can’t control

or will find hard to manage like a new government

regulation or policy change, a new competitor, or a

market change?

What investors ultimately decide may take days to

show itself in the share price and could stretch out to

much longer. So unless I think the news is minor and

the share price fall is a big over-reaction, I need to wait

before buying. In fact I think waiting longer is the an-

swer to most of my buying mistakes.

Waiting can also be useful to see if all the bad news

was in the announcement or whether there may be more

bad news to come. That happened with Murray River

Organics and Bellamy’s. For Murray River Organics,

the second bad news was 15 days after the first. In Bel-

lamy’s case it was nearly a month and a half after the

initial bad news.

Waiting would also give me more time to research

and better understand the issue and how the company

responds to it. If I am still confident the share price will

bounce back, waiting longer would give more time to

think about the harder questions - How long will it take

to bounce back, and how high will it bounce back?

As I am a patient investor, waiting for a recovery is

not difficult. But there is another advantage to having

an idea of how long the recovery may take above the

obvious ones of shortening the wait and seeing the

capital put to more efficient use in the meantime.

For me it would be a big step towards the ideal in-

vestment skill of being able to pick when a share price

is about to turn upwards, is turning upwards, or recently

turned upwards into a new rising trend.

I am a long way from that sort of skill. Yet the im-

portance of that art of picking that turning point was

first explained to me by an experienced venture capital-

ist in 1992 when I was a much younger journalist. It will
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always keep me humble that it has taken me this long to

put my mind to it. Despite the experienced investor’s

advice, it is clear that after all these years of share mar-

ket investing I am still not as good as I need to be at un-

derstanding and working with trends.

But, again, I am not going to beat myself up over it.

The inescapable modesty that comes with knowing my

limits and my weaknesses is enough. As much as it

would be useful, I don’t have to pick the start of the up-

ward trend. I can still be successful by getting better at

picking the end of the downward trend.

Murray River Organics

I like the Murray River Organics story. I watched

the company and bought a small parcel of shares on 12

April at $1.14, the lower end of its then trading range.

The company announced some bad news on 5 May and

the share price plunged from $1.03 to 56 cents. On the

same day on their way down I bought some shares at

74.5 cents. There was more bad news on 22 May and

the shares fell to 37.5 cents, where they have remained.

It is a huge fall. Although it is unlikely to be soon, I

believe the company will recover. The first fall was

mostly over short term issues. And being in agriculture,

there is an opportunity for recovery with each season’s

harvest and prices, plus with the company’s growth

plans. At the same time as the share price fall the com-

pany bought a big area of adjacent farmland and I

thought this acquisition was positive for the short term

and very positive for the long term.

Quintis

TFS became Quintis on 22 March and on the same

day a short seller released a negative report that saw the

shares fall from $1.415 to $1.295 and to $1.055 the next
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day. I thought Quintis was still good value and bought a

small parcel of shares on 23 March at $1.17. There was

a trading halt on 27 March and on 28 March the manag-

ing director and significant shareholder resigned to

work on a possible private equity buyout. There was

more bad news on 10 May, and that day I bought some

more shares at 60 cents. I bought some more on 11 May

at 40 cents. There was a trading halt on 15 May with the

shares at 29.5 cents.

Quintis said it is working on an earnings and trading

update. It also said it has received correspondence

about potential debt and equity transactions from more

than one party and is in discussions with each about for-

mulating a transaction. It expects to recommence trad-

ing on or around 7 June.

The price it trades at will mostly depend on whether

a takeover transaction has been agreed and at what

price. If there is no deal, then the price will hinge on the

earnings update.

I was confident in Quintis’ value and remain so for

the long term. I also thought that the potential private

equity deal must have some substance to draw the man-

aging director’s interest and could unlock value.

Quintis’ reinstatement on the market will be very inter-

esting and could be as a big winner or a big loser.

Gateway Lifestyle

On 30 August last year the company released its an-

nual results, which, although sound, disappointed the

market and the shares fell from $2.61 to $2.24. I

thought the business was still good and bought a small

parcel of shares on the same day at $2.37. I bought an-

other small parcel on 13 January at $2.13. But the

shares continued to trend down to a low of $1.855 on 27

February, the same day the company announced its half

year results. Since

then the shares have

trended upwards.

They have yet to re-

turn to their pre an-

nual results level, but

I am confident they

have the capacity to

do so. A good full

year result could be a

near term agent for

improvement. The

company pays divi-

dends which makes

the wait easier.

Bellamy’s Australia

Bellamy’s announced some bad news on 2 Decem-

ber 2016 and the share price plunged from $12.13 to

$6.80. I waited three days and on 5 December bought at

$6.50. There was a trading halt on 12 December. There

was more bad news when the shares recommenced

trading on 11 January and they fell to $3.73. They then

traded sideways for two and half months. In hindsight

that would have been the best time to buy. I still believe

the shares will recover to above my buy price, so I can

wait. I don’t know when they will recover, but there

could be an opportunity next year when it sorts its

manufacturing and Chinese supply issues.

Range International

I liked Range’s story about recycling waste plastics

into pallets and its commercialization plan seemed

sound. But it was borderline pre-revenue to pre-profit

and I have lost my times on such early stage companies

so I was very cautious about buying in. I was nearly

tempted when the price was around $1.15 and I put in a

low ball order, from memory, at about $1.05. I soon

canceled the order when I realized my immediate cash

position was low and I had a big bill to pay. I was lucky.

Soon after, on 27 April the company came out with bad

news about slow sales and the shares fell from $1.10 to

55.5 cents. They have since drifted down to a low of

38.5 cents.

I didn’t know that Range would announce sales is-

sues, but my caution about early stage pre-profit com-

panies served me well and I was saved a big loss. This is

also an example of where waiting after the big fall has

saved me further capital. I still like the Range story, and

I could now buy in at nearly a third of the cost. But the

outlook is not as good, and I still don’t have a lot of

capital for early stage companies. So I will wait to see

what happens. If I am really lucky, I might even pick

the uptrend. (ASX: MRG, QIN, GTY, BAL, RAN)
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Cleaning China’s Water

China has a lot of dirty water, says the chairman of

Phoslock Water Solutions, Laurence Freedman. And

there is a lot of pressure to clean it, said Zhang Zhigang,

the general manager of Beijing BHZQ Environmental

Engineering Technology Company (BHZQ). BHZQ is

Phoslock’s new Chinese partner in cleaning some of

this water.

The comments were made last month at a function at

the NSW Parliament where Phoslock and BHZQ

signed a strategic co-operation agreement. BHZQ is the

largest water remediation group in China, so when Mr

Zhigang repeated the phrase “a lot of pressure” it was

clear the pressure is coming from the top.

China has serious water issues. Its fresh water re-

sources are low, it has too much wastewater, and water

pollution is a threat to people, food and wildlife. A

number of long-term Government plans are underway

to tackle these issues, and at least three Australian

cleantechs with innovative water technologies have

partnered with Chinese companies to help them be-

come part of the solution.

Phoslock has a product, also called Phoslock, that

can reduce phosphate that causes algae blooms in riv-

ers, canals and lakes. Emefcy, which has announced it

is merging with RWL Water, is commercializing small

energy efficient units for treating rural and industrial

wastewater. Clean TeQ Holdings has a water business

that is commercializing a technology for treating waste-

water, recycling process water, and upgrading ground

and surface water into potable water.

A fourth cleantech, De.mem, is commercializing

products for the decentralized treatment of wastewater

and industrial water into potable water or to a standard

that can be recycled or discharged. China is on its ex-

pansion horizon but its immediate focus is on Singa-

pore, Vietnam and Australia.

The technologies are mostly complementary and the

Chinese water market is so huge that these and other

companies are unlikely to fall over each other anytime

soon.

The three companies have been working hard in re-

cent years to win a place in the market. That has meant

proving their technologies, expanding their product

range, and finding suitable Chinese partners.

Phoslock has been active in China for some time and

already has agreements with other Chinese companies,

but Mr Freedman said the deal with BHZQ is transfor-

mational. Not only are sales forecast to rise to $15 mil-

lion in 2017-18, a huge leap from $1.7 million in

2015-16, but new products and capabilities are being

added.

A new subsidiary, Phoslock (Beijing) Environment

Engineering Technology Company, will add infra-
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structure, engineering and construction to Phoslock’s

services in China. Phoslock itself is a proven product,

and the company is now adding several new products to

its range including zeolite and construction materials

that aid water remediation. These will turn Phoslock

into an engineering solutions provider that can offer a

more complete service for individual projects and

broaden the scope of projects it can handle. A new fac-

tory soon to open in China will mean Phoslock can

greatly increase and better control production of its

products.

Phoslock and BHZQ will work to remediate im-

paired canals, rivers and lakes. Phoslock will provide

technical, engineering and design services and products

such as Phoslock, modified zeolites, bacteria and spe-

cialized construction materials. BHZQ has about 30

contracts for large water remediation projects in China.

The initial project for co-operation is a huge canal net-

work in Beijing that is in serious need of remediation.

The deal with BHZQ can open big doors. BHZQ is

70 per cent owned by Beijing Enterprises Water Group

(BEWG), the largest water remediation company in

Asia and with a market capitalization of $9 billion on

the Hong Kong exchange. So success could lead to

more success.

Phoslock has worked hard over many years but

found it hard to seriously grow its revenue. The latest

moves put it in the best position it has ever been in. Its

improving outlook has seen its share price more than

double since February and it is now at an eight year

high.

Emefcy is newer to China than Phoslock, but its am-

bitions are just as big. The company is targeting the

treatment of municipal rural wastewater and industrial

wastewater. It is offering small low cost onsite treat-

ment plants that are able to substitute for large fixed

plants. It has a manufacturing plant in Israel and is

building a factory in China to reduce costs in its key

market.

Over the past year it signed partnership and distribu-

tion agreements with five Chinese firms, and last month

it announced it would build its third commercial project
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in the country.

In March this year Emefcy entered a partnership

with RWL Water, a New York based water, wastewater

and waste-to-energy company to accelerate their pene-

tration into China. Last month the companies went a big

step further and announced they will merge to form

Fluence Corporation. They believe Fluence can be a

global leader in distributed water treatment solutions.

Emefcy’s Membrane Aerated Biofilm Reactor

(MABR) technology will be the main wastewater offer-

ing while RWL brings its anaerobic digestion and re-

verse osmosis technologies as well as its service

offerings in system design, construction and deploy-

ment. RWL Water provides solutions for desalination,

water, wastewater, waste-to-energy, and water recy-

cling. It has designed and built over 7,000 installations

in over 70 countries.

Fluence will target more markets than Emefcy was

able to do and these will include the municipal, com-

mercial, industrial, mining, oil and gas, power, and

food and beverage sectors.

The companies said that combined they would have

made revenues of US$62 million ($83 million) in 2016

and they anticipate combined sales would be over

US$90 million ($120 million) for calendar 2017. In this

regard, RWL is the major contributor. However, nei-

ther company was profitable in 2016.

If shareholders approve the merger, Emefcy will is-

sue RWL Water’s owner, Ronald Lauder, with 100.5

million new shares. Mr Lauder or his controlled entity

will invest US$20 million ($27 million) in additional

Emefcy shares at 85 cents per share. Following the

merger, Emefcy shareholders would own 66 per cent of

Fluence and Mr Lauder would own 34 per cent.

The deal looks good for both parties. Mr Lauder will

get potential liquidity when the two year escrow period

is over. Emefcy will retain its ASX listing, and gets a

much bigger business plus $27 million in cash to fund

its growth.

While Emefcy’s Richard Irving will remain as ex-

ecutive chairman, there will be management changes.

Henry Charrabé, president and chief executive of RWL

Water, will become Fluence’s managing director and

chief executive; and Philippe Laval, RWL’s chief oper-

ating officer, will become Fluence’s chief operating of-

ficer. Eytan Levy, co-founder and chief executive of

Emefcy, and Ronen Schechter, co-founder of Emefcy,

will become president - Products & Innovation and

chief technology officer respectively. Fluence will be

headquartered in New York.

Mr Charrabé said “The combined company would

provide packaged treatment plants with competitive

capital cost, rapid deployment capability and economi-

cal operating costs. The distributed treatment model en-

ables all communities worldwide in remote or

developing regions to have the access to clean water

and sanitation they deserve, at a price they can afford,

while also offering a compelling model to the devel-

oped world.”

But China is the big prize. As Fluence, the company

will offer turnkey solutions that it hopes will accelerate

the deployment of rural wastewater treatment plants.

While Phoslock and Emefcy are pure wastewater

plays, so to speak, Clean TeQ’s main project is its Syer-

ston scandium, nickel and cobalt mine in NSW. The

same proprietary technology is behind the company’s

minerals and water processing businesses. Clean TeQ

Water can treat wastewater to remove hardness and nu-

trients and for desalination and zero liquid discharge. It

targets surface water and wastewater from the

municipal, industrial and mining sectors.

China is a key market and it has a joint venture with

a Chinese company to develop water treatment oppor-

tunities in Shanxi Province. An initial contract is to

build, own and operate a Clean TeQ water treatment

plant to treat up to 13,000 tonnes of effluent per day for

20 years. Final approval of the plans and the environ-

mental impact assessment are expected soon with con-

struction to commence in the third quarter.

Outside China, last month Clean TeQ Water won a

contract from Multotec Process Equipment to design,

procure and commission a Clean TeQ Continuous Ionic

Filtration (CIF) wastewater treatment solution at a min-

erals processing plant under construction in Oman.

Clean TeQ’s managing director Sam Riggall said the

Oman Contract is a ground breaking step forward in

validating the company’s technology for industrial wa-

ter recycling and reuse markets. “Treating wastewaters

from flue gas desulphurisation scrubbers is a major is-

sue for fossil fuel burning industries world-wide. The

Clean TeQ plant in Oman will demonstrate the cost ef-

fectiveness and versatility of the CIF technology in this

field.”

Clean TeQ Water has also been contracted to per-

form feasibility and engineering for ion exchange water

treatment systems in Australia and to remove low con-

centrations of uranium from process liquors at a copper/

cobalt operation in Africa.

Neither Phoslock, Emefcy or Clean TeQ are cur-

rently profitable. While cleaning China’s water is a

huge opportunity, the three cleantechs remain specula-

tive investments. The Chinese are impressed with their

technologies, but the companies still need to show they

can turn the opportunities and the technologies into

shareholder value. (ASX: PHK, EMC, CLQ, DEM)
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Australia Contributes to Metro
Glass Profit

Australian Glass Group, which New Zealand’s

Metro Performance Glass acquired last September, has

contributed to Metro Glass’ strong revenue growth and

net profit.

For the year to 31 March, Metro Glass’ revenue

grew by 30 per cent to NS$244.3 million, while its New

Zealand based revenue grew 14 per cent to NZ$213.8

million.

Net profit fell from NZ$20.5 million to $19.4 mil-

lion. But normalized profit - after taking out the acqui-

sition costs for Australian Glass Group and tax

adjustments for IPO expenses - rose 11 per cent to

NZ$21.3 million.

The company will pay a fully imputed final divi-

dend of NZ 4 cents per share, plus a supplementary

dividend of NZ 0.7059 cents.

Importantly for environmental investors, revenue

from double glazed windows and Low E (emissivity)

glass, which also has insulation properties, is rising.

Before New Zealand’s Building Code changes in

2007, over 90 per cent of Metro Glass’ window manu-

facturing was single panes of glass while doubleglazed

units were less than 10 per cent. Today, double-glazed

units generate over half of the company’s revenue and

are more than 80 per cent of all window glass it pro-

cesses.

Revenue from the RetroFit double glazing business

grew 23 per cent to NZ$17.2 million.

Low E glass is now used in 20 per cent of all

double-glazed window units the company produces.

Chief executive Nigel Rigby said Australia is also a

double glazing opportunity. “In the short to medium

term we see double glazing penetration gathering con-

siderable momentum in cooler climates like Victoria.

This trend is being hastened by building code changes,

mirroring the New Zealand experience following code

changes in 2007,” he said.

The double glazing market in Australia is mainly in

Victoria, the coastal and Great Dividing Range areas of

NSW, in Tasmania, south east SA, and south west WA.

About 14 million people live there. Metro Glass says

penetration of double glazing in new buildings in these

markets is between 30 and 50 per cent, well short of the

over 90 per cent in New Zealand.

Through Australian Glass Group, Metro Glass

wants to leverage its glass procurement and manufac-

turing expertise and its distribution capabilities in the

Australian market and reinforce its leadership of the

Australasian glass processing industry.

Mr Rigby said Metro Glass is delivering a broad

range of high performance glass products at a cost that

is competitive with both domestic and international

manufacturers.

To handle the increased volume of glass, the com-

pany needs to further automate and cut costs. It is as-

sessing the investment required and anticipates its
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capital expenditure will increase in 2017-18. The com-

pany is also assessing Australian Glass Group’s short to

medium term capital requirements.

On outlook, chairman Sir John Goulter said the mar-

kets in New Zealand are supportive. “Low interest

rates, strong net migration, a robust economy and the

persistent housing shortage in the upper North Island,

are fueling one of the larger surges in residential and

commercial construction activity the country has seen.”

The growth opportunities in Australia will also un-

derpin an improved results in the 2017-18, he said.

(ASX: MPP)

Qube Starts Work on Rail
Precinct

Qube Holdings has officially commenced construc-

tion of its Moorebank Logistics Park, which will be the

largest intermodal logistics precinct in Australia. It has

also commenced an underwritten $350 million equity

raising to help fund the new warehousing and growth

expenditure.

The equity raising consists of a $228 million 1 for 15

entitlement offer at $2.35 per share and a $122 million

institutional placement at between $2.40 and $2.45 per

share.

Managing director, Maurice James, said the Moore-

bank precinct, with its rail link to Port Botany in Syd-

ney, will transform the freight and logistics supply

chain along the East Coast.

Qube will develop, manage and operate the facility.

Moorebank Logistics Park sits on 243 hectares in

south-western Sydney and will include up to 850,000

square metres of warehousing. Mr James said negotia-

tions are close to completion with the first tenant ex-

pected to be finalized in coming months.

When complete, the facility will transport 1.5 mil-

lion containers of freight each year from Port Botany to

Moorebank by rail and remove thousands of heavy

truck movements from Sydney’s roads every day.

Qube’s share price has been trending upwards since

last November.

Elsewhere, Qube has won a contract with lithium

miner Altura Mining for its Pilgangoora Project in WA

that is under construction. The first shipments are ex-

pected in the first quarter of 2018. Qube Bulk Pty Ltd

won the contract to provide transport logistics services

for a five-year period. Qube will load the lithium and

transport it by road trains to Port Hedland, construct

and operate a product storage shed at Port Hedland, and

load the lithium to ship using its patented Rotabox sys-

tem. (ASX: QUB)

Possible Takeover for Quintis
Gets Closer

Quintis’ shares have been suspended as the com-

pany puts together an earnings update and negotiates a

possible takeover deal with more than one party. An an-

nouncement is expected by 7 June.

Complicating matters is that after a spectacular col-

lapse, the company’s shares last traded at a 10 year low

of 29.5 cents. The latest price fall was occasioned by an

announcement that major customer Galderma has ter-

minated its licensing and supply arrangements with

Quintis’ subsidiary, Santalis. The termination took ef-

fect from 1 January 2017 but the Quintis’ board did not

find out about it until mid May.

Galderma retains an option to reinstate the license

and supply arrangements by 1 July this year. However,

in March 2016 Galderma’s parent company Nestlé ac-

quired a majority stake in Proactiv, said to be the

world’s leading non-prescription anti-acne brand.

Quintis has not supplied any sandalwood oil to Gal-

derma in 2016-17, despite Galderma having launched

its over-the-counter anti-acne product Benzac Acne So-

lutions in the US in January 2015. Quintis has supplied

over 1,200 kilograms of sandalwood oil to Galderma

under the supply contract, but all supplies were in the

2014 and 2015 calendar years. Quintis said sales to Gal-

derma have not been factored into its sales forecasts for

2017.

Quintis chairman, Dalton Gooding, said “It is unac-

ceptable that the current Board was not made aware of

the contract termination when it took place. We are tak-

ing immediate and appropriate measures to ensure that

this type of communication breakdown is not re-

peated.”

He said the over-the-counter acne products form

only one part of Santalis’ business. Santalis has four

products that contain pharmaceutical-grade sandal-

wood oil in FDA-approved Phase 2 trials to treat pso-

riasis, molluscum contagiosum, eczema, and oral

mucositis. It expects to initiate Phase 3 trials for a prod-

uct to treat HPV skin warts within 12 months.

Meanwhile credit rating agency S&P Global

Ratings has downgraded Quintis' credit rating and

senior secured notes from B to CCC+ and has it on a

negative CreditWatch. It said it lowered the rating

because of the company’s delays in confirming Indian

sandalwood sales into China, which have increased the

risk of lower plantation investor inflows. (ASX: QIN)
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$74 Million Capital Raising by
Ingenia

Ingenia is raising $74 million to help acquire five

communities in south east Queensland and the NSW

mid north coast. The capital rasing is at $2.60 per secu-

rity with the institutional placement component al-

ready completed and the one for 11 entitlement offer

now underway. The placement raised $32 million and

the underwritten entitlement offer will raise $42 mil-

lion.

The five acquisitions under contract have a total

purchase price of $79.9 million. The acquisitions will

increase Ingenia’ lifestyle portfolio to 36 communities.

They will add 739 income generating sites to bring the

total to over 5,600 income producing sites; and will add

313 potential development sites to bring the develop-

ment pipeline to 2,669 homes.

Two of the acquisitions are established villages in

Brisbane. Ingenia said they have significant upside po-

tential through adding new homes. A third acquisition

is a mixed use park on Queensland’s Capricorn Coast.

Two potential acquisitions are on the NSW mid-north

coast. One is a tourist park. The other is a development

site that can be improved by adding a premium beach-

front tourist park, and it has full approval for 196 new

lifestyle homes.

Ingenia said the acquisitions will settle between

May and September this year and will be earnings ac-

cretive in 2017-18.

Ingenia’s chief executive, Simon Owen, said there is

an extensive pipeline of acquisition opportunities and

despite increasing competition from new entrants to the

lifestyle communities market, Ingenia has continued to

see attractive expansion opportunities.

Mr Owen said Ingenia is on track to reach its guid-

ance of 190 new home sales and earnings (EBIT) of $30

million for 2016-17. The company has a medium term

target of settling at least 350 homes per year from

2018-19. The final distribution is expected to be 5.1

cents per security. (ASX: INA)

US Acquisition for Reliance

Plumbing group Reliance Worldwide Corporation

is to acquire a leading US supplier of innovative plumb-

ing support products that solve the problems of plumb-

ers and contractors in a timely way. Many of the

products are said to have market leading positions.

Reliance will acquire Securus, Inc, which trades as

Holdrite, for US$92.5 million (A$125.2 million). Com-

pletion is expected before 30 June with the acquisition

to be funded from existing lenders.

Hodrite’s products cover pipe support, acoustic iso-

lation, water heater accessories, fitting restraints and

firestop systems. Holdrite has a factory in Tennessee

and distribution centres in Tennessee and Nevada. It

mainly sells through wholesale distributors for use in

residential and commercial new constructions. Over 98

per cent of its sales are in the US and Canada.

Reliance said many of Holdrite’s products comple-

ment its own, and the acquisition aligns with its growth

strategy to deliver commercial solutions that make the

trade more effective and efficient while adding value to

distribution partners. The acquisition will also acceler-

ate Reliance’s entry into the North American residen-

tial and commercial new construction markets, and

bring skilled staff to enhance innovation.

Holdrite’s revenue has been growing at over 20 per

cent per annum over the last three years to 31 December

2016. Holdrite is expected to generate a pro forma earn-

ings (EBITDA) of over US$10 million for the year to

30 June. The acquisition is expected to deliver mid to

high single digit earnings per share accretion in the first

full year of ownership. (ASX: RWC)
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Two Share Plunges for Murray
River Organics

Murray River Organics’ shares lost 75 per cent of

their value over May, falling in two major down steps

from $1.13 to a low of 28 cents. One of two positives to

emerge is the high level of confidence that the board

has in the company. On the way down, four directors

bought a combined 2,633,300 shares worth $1,009,725

at prices from 66 cents to 36.5 cents. Small cap fund

Acorn Capital also bought $1,028,795 worth of shares

at 67 cents each, bringing its holding to 7.17 per cent.

The four directors were chairman Craig Farrow,

managing director and chief executive Erling Sorensen,

chief operating officer and executive director Jamie

Nemtsas, and non-executive director Donald Brumley.

Mr Nemtsas bought 2 million shares worth $730,000.

For investors in the IPO last December the fall is a

major disappointment and a reminder of the risks of ag-

riculture. But the set back does not look permanent and

there is a good chance that the company can recover in

the short to medium term and continue with its growth

strategy.

The first fall was on 4 May when the company is-

sued a trading and earnings update saying 2016-17 pro-

forma revenue was expected to be down by $10 million.

About half of the fall is due to a five to six week de-

lay in the harvest season caused by the unusually cool

and wet spring and recent wet weather. The other half

of the fall is due to slower than anticipated sales follow-

ing delays in refurbishing the Sunraysia processing fa-

cility. This led to dried vine fruit not being processed.

There was also a lower contribution from Cluster sales

following a write-down of some Cluster inventory.

However, most of the revenue is delayed, not lost.

Murray River Organics (MRG) said all going well

about $8 million of the revenue and its earnings will

add to the expected revenue for 2017-18.

But that was not the end of the story. When the earn-

ings update was released, MRG had harvested 20 per

cent of its dried vine crop. But things changed quickly.

On 22 May MRG issued a harvest update that precipi-

tated the second share price fall.

With 80 per cent of the harvest now done, MRG said

the yield was down, particularly for sultanas which

were significantly affected by the wet and cold spring.

This led to another revision in net profit after tax - to

$0.1 million to $0.8 million excluding any contribution

from the new land acquisition.

It doesn’t sound like much. The prospectus had fore-

cast $6.6 million.

Also not good is that MRG said it anticipated it

would breach its bank covenants at 30 June. Fortu-

nately, the financier has confirmed it will waive the an-

ticipated breach.

MRG estimates that at 30 June it will have net debt

of $26.7 million, net assets of 74 cents per share and net

tangible assets of 62 cents per share. It said operating

cash flow projections for 2017-18 remain positive.

Among the gloom, the second big positive to

emerge was the company acquiring 7,764 acres of

farmland adjacent to its Colignan vineyard in Sunray-

sia. The cash consideration is $7.5 million funded from

existing banking facilities..

MRG said the soil in the new acreage is suitable for

numerous crops such as tree nuts, citrus, vines, grains,

ancient grains and high protein beans and legumes. The

land has infrastructure, a dam and irrigation in place.

157 acres is planted to easy-peel varieties of citrus

that are in high demand in Asia, and 60 per cent of this

is still maturing and so has many cropping years ahead.

177 acres is planted for wine. 5,980 acres are bare and

suitable for development. 1,450 acres are bare, non-

arable land and this includes bio-diversity acreage to

satisfy government requirements for irrigated land.

The acquisition will be earnings accretive in

2017-18 and is expected to add $2 million to EBITDA

and increase earnings per share by 1.2 cents.

As well as currently earning revenue, the land will

be converted to organic production. It has had limited

use of non-allowed inputs and can be converted to be-

come Certified Organic in a short period of time.

Mr Sorensen said “Murray River Organics has suc-

cessfully developed a large scale vertically integrated

business model in organic dried vine fruit. Once all of

our existing vines reach maturity we expect that Murray

River Organics will be supplying more than one quarter

of the total global market for this product.”

Other good news to emerge was that MRG’s

2016-17 bulk dried vine fruit revenue is expected to be

up more than 30 per cent on 2015-16 based on the ma-

turing of the existing vineyards.

2016-17 Cluster revenue is expected to more than

double. Export sales channels are being developed by

the new international sales team and nearly 25 per cent

of projected Cluster production for 2017-18 has already

been contracted for export.

The revenue from the two recently acquired busi-

nesses, Food Source International and Australian Or-

ganic Holdings, is expected to exceed internal forecasts

by 8 per cent.

MRG says that the strong performance of the ac-

quired businesses, the robust growth in sales across all
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product categories, and better processes and new equip-

ment at the operating facilities in Sunraysia and Dande-

nong mean it is well placed to deliver growing

performance in 2017-18.

The directors clearly believe it. But for now inves-

tors are waiting to see the numbers. (ASX: MRG)

ReNu Energy Steps Up Solar
Focus

Having recently added solar energy as a key area of

focus for its business, ReNu Energy has moved quickly

to build its solar assets with an alliance with a solar

projects developer and the purchase of its first solar

project.

It has also changed its strategy. Until recently the

company has said it is looking at acquisitions in other

clean energy sectors. However, chief executive and

managing director, Chris Murray, said ReNu is no

longer looking further afield and the focus now is on so-

lar energy and bioenergy. Solar energy projects are the

key focus for short to medium term growth while bio-

energy is longer term as projects are larger and take

longer to develop, he said.

The alliance agreement, with NASDAQ listed Vi-

voPower International, gives ReNu the first right of re-

fusal to acquire solar PV projects under 5 MW in

Australia. VivoPower will originate, design and cost

projects and get the project approvals, and long term

power purchase agreements. It may also provide fund-

ing options. ReNu Energy will construct and own the

projects, and will receive revenue through the power

purchase agreements and renewable energy certifi-

cates.

ReNu has a binding term sheet to purchase its first

project - the 600 kW Amaroo School Solar PV Project

in Canberra, the largest rooftop solar PV system in the

ACT. The project has operated since 2015 and has a 20

year ACT Government feed in tariff of 30 cents per

kWh. The annual energy output is about 940,000 kWh

and the project is eligible for Large Scale Generation

Certificates.

The purchase price is $2.38 million, which ReNu

Energy will pay from its $13 million in cash. Earnings

(EBITDA) will be $270,000 in year one including long

term certificates and excluding the alliance fee to Vivo-

Power. The yield will be 12.7 per cent per annum over

the 20 years.

“The Amaroo Solar PV asset marks ReNu Energy’s

first operational solar asset in what we aim to grow into

a portfolio of solar PV projects,” said Mr Murray.

There are more opportunities in solar energy than ReNu

has the capital and resources to handle, he said, but it

has a pipeline of over 100 MW of solar projects and that

could take 12 to 24 months to develop.

Over the next few months ReNu may acquire more

existing projects from VivoPower. VivoPower devel-

ops solar projects in Australia and internationally under

a build, transfer and operate model for commercial, in-

dustrial and government solar PV projects. Most re-

cently in North America it announced a joint venture

for 1.8 GW of projects. In Australia, it has a portfolio of

small scale solar PV projects as well as the Amaroo PV

Project. VivoPower is 60 per cent owned by ASX listed

Arowana International Limited (ASX: AWN).

As well as the alliance, ReNu will originate and de-

velop solar projects in its own right. These will be in the

agricultural sector as part of the bioenergy offering, and
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also separately in the commercial sector.

Mr Murray said ReNu’s business model is the same

for solar energy and bioenergy with ReNu aiming to be-

come a behind the meter independent power provider.

ReNu had a slow start to its bioenergy business. Mr

Murray said the projects are more difficult than for so-

lar. They are not just larger and take longer, they need

farmers with an appropriate waste stream and ReNu has

been careful to partner with high quality counterparties.

But the development pipeline is good, he said.

After some delays, the company is about to start

construction of the 1.6 MW Goulburn Bioenergy Pro-

ject. Last month it won a $2.1 million grant for the proj-

ect from the Australian Renewable Energy Agency

(ARENA). ReNu will construct an anaerobic lagoon,

biogas processing and power generation facility at the

Southern Meats sheep abattoir in Goulbourn in NSW.

This will be under a Build Own Operate Maintain

model with ReNu owning the digester, gas condition-

ing and generation equipment and Southern Meats ab-

attoir obtaining on-site renewable energy under a

power purchase agreement with no upfront costs and no

need to operate and maintain the plant and equipment.

Once operational, the Goulburn Bionergy Project

will earn revenue of about $0.7 million per year.

Mr Murray said ReNu is cautiously optimistic about

become cashflow positive in calendar 2018. It has mod-

est revenue from its existing AJ Bush Bioenergy Pro-

ject. The approximately $0.27 million from the Amaroo

Solar PV Project and the contribution from the Goul-

burn Bioenergy project will bring recurring annual

revenue to about $1 million. But ReNu has annual over-

heads of about $3.5 million, so it needs a few more proj-

ects to get there.

ReNu’s March quarter revenue was only $118,000

and its revenue for the first nine months this year was

$434,000. If the Amaroo buy goes ahead, these num-

bers should start to pick up. In due course, more proj-

ects that get the company’s revenue numbers rising

should bring some long-awaited excitement to ReNu’s

very patient investors. (ASX: RNE)

More Hard Work for Redflow

Although it has developed what looks like a battery

with great potential, Redflow is still working out how to

commercialize the technology and develop a market for

it. This is evident in the company’s strategic review

which recommends a number of major changes. One

piece of good news to emerge is that the company has

finally made a substantial sale to the telecommunica-

tions market.

The board has accepted several recommendations

from the review around sales, markets, factory location

and manufacturing costs.

A key is prioritizing sales, particularly prioritizing

and developing the areas where it has proven demand -

telecommunications, industry, commerce, and remote

and off-grid power. The review said Redflow’s primary

path to success is in replacing lead acid battery installa-

tions with ZBM2 batteries, which have a number of ad-

vantages. There is no doubt about the potential, with

Asia having over 2.8 million telecommunications

tower sites, and even small sites need at least two and

usually four ZBM2 batteries.

Redflow will continue with ZCell sales to the resi-

dential sector but sees it has limitations in this market

due to high competition, cost sensitivity by clients, and

the commoditization of batteries.

The residential market is tough for Redflow as

lithium-based systems are cheaper and commercially

mature. Despite the price difference, the ZCell battery

is having some success with early-adopters and techni-

cally sophisticated customers. But the review says this

may not turn into strong and sustained sales in the

larger mid and late residential market where price is

key.

The new sales strategy will initially focus on Aus-

tralia, New Zealand, South East Asia and southern Af-

rica and staff will be reduced in Europe and the US to

lower operating costs.

Redflow also needs to reduce manufacturing costs.

The batteries produced by Flex in Mexico lack enough

net profit margin for the business to be sustainable

without significant cost reductions. Production also

needs to be scaled up. Battery production will be transi-

tioned from Mexico to South East Asia to be closer to

the main markets. The transition is well progressed,

said Redflow.

Deliveries to third party system integrators and to

fulfil existing sales commitments will be maintained

during the transition.

Redflow said it expects to reduce delivered product

manufacturing cost by at least 30 per cent over the next

18 months. This will be done by implementing 12 cost

reduction projects identified by its engineering staff,

plus other production efficiencies at the new manufac-

turing site.

The refocus back to telecommunications towers in

Asia was highlighted by an $800,000 sale last month -

the first major order from a telco supplier and the larg-

est single order so far by anyone. Redflow’s partner

Vertiv will provide the batteries for an energy storage

solution designed by Hitech Solutions to provide reli-

able, remote power to multiple sites in an unnamed Pa-
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cific Island nation.

Redflow has much to do, among which is winning

investor confidence that it can make significant sales.

Redflow is targeting to achieve sustainable cashflow-

positive operations by the end of calendar year 2018.

The quarterly cash and activity reports will tell the

story. (ASX: RFX)

Refresh Plastics Bottle Maker

Distilled water maker Refresh Group has brought its

plastic bottle making inhouse with the acquisition of

the business of AMPI Plastics Pty Ltd. AMPI makes a

wide variety of plastic products ranging from 5 millili-

tres to 200 litres. Refresh has been purchasing plastic

bottles from AMPI since 2012.

AMPI began in 1976 in a garage and now has over

30 employees. In recent years turnover has been consis-

tent between $3 million to $4 million.

AMPI is also the licensee of petainerKeg for Austra-

lia, New Zealand and the Pacific Islands. Petainer’s

PET keg helps producers avoid the capital investment

in steel kegs. It allows producers to deliver their beer,

cider and wine anywhere in the world at a fraction of

the previous cost. But it is single use.

Refresh said it has been producing PET bottles for

its own use in Perth and Brisbane. Following the inte-

gration of AMPI, it now has the technology and know-

how to expand its bottle capability. It will also be well

placed to serve AMPI’s other customers.

Refresh has incorporated a new subsidiary – Refresh

Plastics Pty Ltd. Refresh said it now has two revenue

streams. (ASX: RFG)

Most Options Exercised

Investors in speculative companies don’t see it hap-

pen often, but Collaborate Corporation had 92 per cent

of its CL8O options exercised by the option holders.

The options expired on 30 April and the underwriters

converted the balance. In all 175,014,728 were exer-

cised raising a very handy $3,500,295. The exercise

price was 2 cents. Soon after, the shares reached a three

year high of 4.8 cents since Qanda Technology entered

the peer to peer lending sector and became Collaborate.

Chief executive, Chris Noone said the company is

now very well funded from the exercise of the options

and a $1 million strategic investment from RACV. He

confirmed there is no foreseeable need for additional

capital.

The company’s DriveMyCar business more than

doubled its April revenue over April last year to reach

$257,480. (ASX: CL8)

First Industrial Water
Membrane

De.mem has produced its first industrial standard

membrane module, with the company saying that this

opens the way for a commercial market launch in the

wastewater treatment sector. The membrane module

was produced at Nanyang Technological University in

Singapore and commercial production will commence

shortly at De.mem’s new manufacturing site. Pilot test-

ing at select customer sites will occur ahead of a

planned full commercial market launch later this year.

Clusters of the membrane are held in closed cylinders

to treat wastewater at low pressure with energy sav-

inghs of up to five times and significant cost savings

compared to other processes. (ASX: DEM)

New Market and Products for
Algae.Tec

Algae.Tec has entered the medical marihuana mar-

ket, and launched a range of new algae products for the

aquaculture and animal feed markets.

Algae.Tec has entered into a Collaboration and Li-

cence Term Sheet with Jardin De Invierno SA (JDL) to

expand its product into the growing medicinal mari-

juana market. JDL is a biosciences company that pro-

duces cannabis extracts, derivatives and intellectual

property. It has modern research and development and

production facilities in Uruguay and is the only com-

pany licensed to cultivate and export Cannabis Sativa L

Specie for human and agricultural applications.

Algae.Tec’s technologies can optimize controlled

growing environments for high value natural products.

For medical cannabis, it can significantly increase yield

while reducing costs. Algae.Tec’s proprietary LED

lighting technology can reduce the cost of production

power by over 60 per cent compared to traditional

methods. Combined with growing and yield efficien-

cies, the technologies can significantly improve reve-

nue and position the company as a global market leader

in controlled cannabis production, said Algae.Tec.

The agreement is conditional on any regulatory or

shareholder approvals that may be needed and a capital

raising of no less than US$4 million.
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The annual medical cannabis and related markets

were worth over US$6 billion in 2016 are expected to

reach US$21 billion in 2021.

JDL’s president, Julian Strauss said “Companies

from around the world are coming to Uruguay looking

for access to unfettered and legal cannabinoid research

and development. Only JDL can provide this collabora-

tive service as the only totally unfettered federally li-

censed research company in the world. This agreement

further validates our business strategy and our standing

as the premier cannabinoid research and development

company in the world.”

Algae.Tec’s managing director, Peter Hatfull said

this is the first of many opportunities to utilize Al-

gae.Tec’s controlled environment technologies. “This

collaboration will demonstrate that the innovations

achieved to date can be used to enhance the growth and

yield potential for a range of agricultural products.”

Elsewhere, Algae.Tec has launched the FeedMe al-

gae product line for the aquaculture and animal feed

markets. This is part of its planned expansion into a

range of high value product lines.

The company has developed quality algae-based

liquid and powder products with what it says is the opti-

mum balance of essential amino acids, omega-3 fatty

acids, vitamins and minerals for the human nutriceuti-

cal, aquaculture and animal feed markets.

The FeedMe products were launched in April with

first sales through its website, www.feedmealgae.com,

and to downstream product formulators and distribu-

tors. However, no indication of the value of orders or

sales has been given so far.

Algae.Tec said the 2017 aquafeed market is valued

at over US$100 billion and reportedly growing at 12

per cent per year. The global animal feed market is val-

ued at $25 billion and is growing at 6 per cent annually.

Within these markets there has been a sharp increase in

demand for natural and sustainable food supplements

that contain essential proteins, omega-3 fatty acids, vi-

tamins and minerals.

Mr Hatfull said “This product line adds to the diver-

sity of the Algae Tec brand and it demonstrates our ex-

tensive knowledge of algae species and our ability to

expand our current markets of nutraceutical oils, bio

fuel, aquaculture and animal feeds through the compa-

ny’s innovative proprietary technology for the sustain-

able growth of algae. This is in addition to the ability to

adapt and licence the technology for other agricultural

uses, such as in the recently announced move into the

medical marijuana industry.”

Developing algae for use as sustainable bio fuels

and sequestration of CO2 emissions remains a main

part of the company’s focus. He said this is developing

well with a team currently in India at the Reliance In-

dustries site.

The work led to the development of proprietary

technology applicable to the cultivation of alternative

algae species for other markets where high value food

supplements are in demand, as in the nutraceutical in-

dustry, where the company continues to work with

Gencor to cultivate the highest return products, he said.

(ASX: AEB)

Lithium and Cobalt Recycling
Plant for Neometals

As part of its strategy to diversify into the

downstream lithium and battery materials supply chain,

Neometals will build a pilot plant in Canada to test the

commercialization of the company’s technology to

recycle lithium ion batteries and recover high value

cobalt, lithium, nickel and other base metals.

Neometals’ co-developed technology can economi-

cally recover high-value cobalt with up to 99.2 per cent

recovery. Cobalt can be re-cycled in the battery manu-

facturing chain.

It is currently estimated that less than 5 per cent of

used lithium-ion batteries are recycled as disposal is

typically either paid-for recycling or landfill, says Neo-

Metals.

Agreements have been signed to build the pilot-

scale hydrometallurgical plant at Neometals’ Montreal

laboratory. The plant is anticipated to be operational in

July. It will complete continuous test work at a rate of

100 kilograms per day of batteries to test the recovery

of high-purity cobalt, lithium, nickel and other base

metals from lithium batteries used in electric vehicles.

The plant will also be able to treat lithium batteries

from consumer electronics such as laptops and phones

that contain a Lithium-Cobaltate cathode.

If the test work is successful, Neometals intends to

move to an Engineering Cost Study to complete the

technical and economic evaluation of proceeding with

the construction of a 10 tonne per day commercial

plant.

Neometals said it has the internal finances to fund

evaluation, construction and commissioning of the

commercial-scale plant and is in preliminary discus-

sions with a number of interested parties from the lith-

ium battery supply chain.

Managing director, Chris Reed, said “With the Mt

Marion Lithium Project successfully in production,

Neometals’ will accelerate the commercialization of

this environmentally and ethically responsible, end-

of-life solution for lithium battery recycling. We will
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apply our knowledge and technology to recover and

re-use lithium battery materials and create a more sus-

tainable, circular sourcing solution for potential part-

ners.”

Neometals’ subsidiary, Urban Mining Pty Ltd, hold

Neometals’ 50 per cent interest in the intellectual prop-

erty and exclusive rights to commercialize of the tech-

nology. (ASX: NMT)

Share Consolidation for Galaxy

Galaxy Resources’ shareholders approved a share

consolidation. This has reduced the number of shares

on issue from 1.975 billion to 395,138,471. (ASX:

GXY)

New Cobalt Name

Cobalt explorer Equator Resources has changed its

name to Cobalt One. The company said the name

change is consistent with the start of its cobalt develop-

ment strategy at the Cobalt Camp in Ontario, Canada.

The new ASX Code is CO1.
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Environmental Markets
Opportunity

By Simon Turner

It’s not often an investment presents itself which

concurrently generates both high financial and environ-

mental returns. Today I am writing about an investment

which is focused upon ticking both of these boxes, En-

viroCap (short for Environmental Capital). EnviroCap

is aiming to establish a market leading position within

Australia’s environmental investment sector by build-

ing an institutional grade track record of generating

high financial returns combined with enduring environ-

mental returns. As such, the company will provide rare

access to an innovative alternative investment class.

Who is EnviroCap?

EnviroCap is an unlisted company founded by alter-

native asset manager, Questra, and environmental in-

vestment managers, Ben O’Hara and Simon Turner

(the author of this article). Questra, whose managing

director is Bruce Scott, has a track record of providing

investors with access to rare and high returning assets,

whilst Ben O’Hara (QTFN) is arguably one of Austra-

lia’s most forward thinkers in the environmental mar-

kets, and Simon Turner (CFA, Bluecrest) is an

environmental investment specialist with a passion for

achieving positive outcomes for investors whilst mak-

ing a difference.

The idea behind the business was to address the sig-

nificant gap most environmentally focused investors

face between environmental and financial returns. The

feedback EnviroCap’s management kept receiving was

that investors want to invest ethically in the environ-

mental sector but don’t want to sacrifice financial re-

turns to do so. The message was clear: the investment

community is ready, willing and able to invest in envi-

ronmental assets if the financial returns are attractive

and the business model is sound, professional and well

managed.

EnviroCap’s management team understood and

agreed with the market’s feedback. Having all worked

in the financial markets for too many years to mention it

seemed obvious to management that to bring serious in-

vestment into real environmental projects would re-

quire an evolution from previous ways of thinking.

After much debate the team agreed that the key would

be to apply normal investment management strategies

and criteria within the environmental sector. This is an

inverse situation to how many environmental invest-

ments have previously worked in that there have been

many environmental experts running businesses with

investment returns being a secondary outcome. In con-

trast, EnviroCap’s management believe the investment

return has to be highly attractive in order to support fur-

ther investments in the future, and thus achieve larger

and more enduring environmental returns.

What are EnviroCap’s business activities?

With this background in mind, EnviroCap’s man-

agement have identified two opportunities for the com-

pany to invest in at launch; Carbon Farming and

Biodiversity Offsets. Both business activities are

largely inaccessible for investors at present despite the

highly attractive financial returns on offer if a profes-

sional business plan is implemented by an experienced

management team.

How does EnviroCap’s Carbon Farming business

work?

EnviroCap will invest in select agricultural land-

holdings which contain areas of valued biodiversity,

that are well suited to generating high carbon farming

returns, and which qualify for Australian Carbon Credit

Units (ACCUs) cash flows in accordance with the Fed-

eral Government’s Emissions Reduction Fund (ERF).

The company will generate financial returns by restor-

ing cleared bushland and re-growing vegetation in or-

der to sell ACCUs back to the Federal Government

through 10 year ERF carbon abatement contracts. The

great attraction of this business activity is that carbon

farming cash flows are highly predictable and recurring

in nature. Supplementary cash flows are intended to

come from sustainable agriculture, primarily beef cattle

or sheep farming.

The company will generate environmental returns

by reducing pastoral grazing on its landholdings, thus

allowing the native bushland to regrow. Not only will

this carbon growth help absorb human carbon emis-

sions, it will also result in a multitude of environmental

benefits including improved soil quality and creating

better habitats for wildlife conservation. In addition,

EnviroCap’s ambition is to only use sustainable agri-

culture methods to supplement the carbon farming in-

come received from each property.

How does EnviroCap’s Biodiversity Offsets

business work?

Urban and infrastructure development often re-

quires the clearing or disturbance of native vegetation.

Where the vegetation is classified as endangered or vul-

nerable, or where there may be an animal species living

in the vegetation that is considered endangered or vul-
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nerable, the Government may require a developer to

provide compensation for clearing the land. This com-

pensation can either be in the form of a cash payment to

the Government, or through the preservation of land

containing a similar habitat or species nearby - this is

known as an offset.

EnviroCap has identified an opportunity to provide

developers with the required land-based offsets which

will enable them to continue with their development.

The company will sell the habitat rights to the devel-

oper, and the habitat will be secured through an appro-

priate covenant which restricts the offset land holder

from clearing the vegetation in perpetuity. The compa-

ny’s significant opportunity in this market is to provide

a specialist offering which addresses both the needs of

the developer and the Government, whilst providing an

enduring offset benefiting the vegetation or wildlife

species being impacted (unusual in the current offsets

market).

What should investors expect from EnviroCap

looking forward?

First and foremost, EnviroCap is focused upon de-

livering attractive investment returns. The management

team will be targeting a 10 year IRR of at least 15 per

cent* which should be largely distributed to sharehold-

ers in the form of fully franked dividends from year 2

onwards. The company’s business model is well suited

to generating high and regular dividend payments by

virtue of the Federal Government’s 10 year payment

guarantee on properties under carbon abatement con-

tracts through the Emissions Reduction Fund; this pre-

dictable and recurring income stream provides high

earnings visibility and thus dividend payout visibility.

It is worth mentioning that the company’s financial re-

turns are expected to be uncorrelated with the global

economy or financial markets: the carbon farming in-

come is recurring for 10 years, whilst the biodiversity

offsets income is supported by the long term trend to-

wards urbanisation across the country.

Secondly, investors should expect the company to

generate high and enduring environmental returns

through both the carbon farming and biodiversity off-

sets operations. Both operations will be focused upon

helping to address some of Australia’s most significant

environmental and wildlife challenges. There will be

regular communications with investors regarding these

environmental gains.

And finally, investors should expect EnviroCap to

grow its assets under management both through re-

investment and possible fund raisings for larger strate-

gic opportunities in the future. Management will ac-

tively seek opportunities which are in shareholders’

best interests - i.e. highly earnings accretive. It is clear

from the company’s modelling work that as the compa-

ny’s assets under management increase over time so

will shareholder returns, reflecting the strong opera-

tional leverage in the business. As the company in-

creases in scale an ASX listing will be considered,

possibly in the next 2-3 years. And longer term, the

company may sell assets to return capital to sharehold-

ers at opportunistic times such as at the end of the 10

year ERF carbon abatement contract period.

EnviroCap is currently raising a minimum of $7

million. It is an exciting venture to be associated with

and we look forward to discussing the business with in-

terested sophisticated investors.

Contact: Simon Turner (ph: 0468 762 785, email:

simon@envirocap.com.au) for an Information Memo-

randum.

* Disclaimer: The directors expressly disclaim the

hypothetical projection as a representation about the

potential future performance of the Company and in-

vestors must not use the hypothetical projection as a

basis for investing in the Company.
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