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Nature Group has proven waste treatment capabilities in both the onshore and
offshore markets. The last 12 months has certainly been a challenging period, with
the incident in Gibraltar and global shipping volumes coming under pressure. We
have chosen to rebase our forecasts in light of the investment being made for
further growth and developments across both of the core markets. However, the
Group’s unique Compact Treatment Unit technology is a potential game changer in
the offshore Rig and FPSO market. In the maritime business, progress is being
made to bring Gibraltar back online, volumes in Rotterdam have stabilised, and the
JV in Panama is the next step in developing a global port reception footprint.
FY 2011A underlying PBT of £2.2m was in line with the trading update provided at
the end of January The key variation from our estimates was that the net cash position
at £0.7m was lower than anticipated due to working capital timing differences. We have
rebased our forecasts, now looking for a PBT of £3.0m (£6.0m) in FY 2012E and £4.5m
(£8.3m) in FY 2013E, driven by investment being made in the business for medium term
growth, along with taking account of volume and margin pressures.
Significant growth potential in oil and gas markets The CTU is proprietary technology
that provides Rig and FPSO operators with a more cost effective, efficient, lower risk and
environmentally friendly way of dealing with drilling waste and produced water. The fact
that waste can be treated onsite rather than being transported to shore provides a
completely traceable solution for clients.
Panama JV signed; the next stage in rolling out a global footprint There is the
potential to expand services to become a global port reception facilities services provider
in what is a highly fragmented market. Other candidates for expansion would include ports
such as the Suez Canal and Singapore, as well as a focus on other major shipping lanes.
Whilst the shares may come under pressure in the short term, we believe that
Nature’s growth potential over the next few years remains sizeable.
Estimates (Dec - £m)

2010A

2011A

2012E

2013E

2014E

Revenue

6.8

15.1

18.1

20.9

23.7

EBITDA

2.3

3.1

4.5

6.1

7.8

PBT

1.7

2.2

3.0

4.5

6.1

EPS (p)

4.2

2.3

3.1

4.6

6.1

P/E (x)

8.7

15.7

11.8

7.9

5.9

10.7

8.9

6.2

4.3

3.0

DIV (p)

0.7

0.5

0.8

1.2

1.5

Yield (%)

1.9

1.4

2.1

3.2

4.2

EV/EBITDA (x)

Net Cash (Debt)
*WH Ireland acts as Broker and Nomad.

Marketing Communication
This document has not been prepared in
accordance with legal requirements designed
to promote the independence of investment
research.
Please
refer
to
important
disclosures towards the end of this document.

Net Assets

3.7

0.9

1.1

2.1

3.8

26.2

26.7

28.6

31.3

35.0

Source: WH Ireland *Excluding £750k provision relating to Gibraltar

WH Ireland Limited, 11 St James’s Square, Manchester, M2 6WH
WH Ireland is authorised and regulated by The Financial Services Authority and is a member of The London Stock Exchange.
Important disclosures and certifications regarding companies that are the subject of this report can be found within the disclosures page
at the end of this document.

NATURE GROUP
PROFIT & LOSS
Y/E Dec (£m)

2011A

2012E

2013E

2014E

Revenue
2.1

4.6

4.8

5.9

NPRF

11.6

12.8

15.2

16.9

Engineering & Industrial
Group Revenue

1.4

0.7

0.9

0.9

15.1

18.1

20.9

23.7

122.7

19.5

15.7

13.6

Oil & Gas

Growth (%)
Operating Profit
Oil & Gas

0.2

1.6

1.9

2.5

NPRF

2.8

2.5

3.8

4.9

Engineering & Industrial

-0.1

0.2

0.4

0.5

Central costs

-0.9

-1.4

-1.6

-1.8

2.1

3.0

4.5

6.0

13.7

16.4

21.3

25.3

Group Operating Profit
Operating Profit Margin (%)
SAR Treatment (Associate PAT)

0.1

0.1

0.0

0.0

Interest

0.1

0.0

0.0

0.1

Pre-Tax Profit (Clean)

2.2

3.0

4.5

6.1

Exceptionals
Pre-Tax Profit (Headline)

-0.8

0.0

0.0

0.0

1.5

3.0

4.5

6.1

Tax Rate (%)

16.0

16.0

17.0

18.0

Shares in Issue (Avg)

78.2

79.2

79.2

80.2

2.3

3.1

4.6

6.1

-44.5

32.9

49.4

33.2

2.3

3.1

4.6

6.1

-44.5

32.9

49.4

33.2

EPS (p) Clean
Growth (%)
EPS (p) Clean Fully Diluted
Growth (%)
Dividend (p)
Growth (%)

0.5

0.8

1.2

1.5

-28.6

54.3

49.4

33.2

2011A

2012E

2013E

2014E

2.1

3.0

4.5

6.0

CASH FLOW & BALANCE SHEET
Y/E Dec (£m)
Group Operating Profit
Depreciation

1.0

1.5

1.6

1.8

Working Capital

-1.3

-0.6

-0.7

-1.1

Other

-0.4

0.0

0.0

0.0

1.4

3.9

5.4

6.7

Operating Cashflow
Interest
Tax
Gross Free Cashflow
Capex
Acquisitions/Disposals

0.0

0.0

0.1

-0.5

-0.7

-1.0

1.2

3.4

4.7

5.8

-3.2

-2.9

-3.0

-3.0

0.0

0.0

0.0

0.0

Dividend

-0.8

-0.5

-0.7

-1.2

Other

-0.2

0.1

0.1

0.1

In/outflow b/f

-3.0

0.1

1.1

1.6

0.2

0.0

0.0

0.0
0.0

Share Issue
Other Financing

0.0

0.0

0.0

-2.8

0.1

1.1

1.6

Other

0.0

0.0

0.0

0.0

Net Cash (Debt)

0.9

1.1

2.1

3.8

26.7

28.6

31.3

35.0

Net Cashflow

Net Assets

WH Ireland

0.1
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NATURE GROUP

Results to 31 December 2011

Results to December 2011 showed a
challenging year for the Group

Nature Group’s results for the year to December 2011 were marred by the incident in
Gibraltar but progress was made elsewhere. The Group’s detailed trading update in
January had highlighted the expected impact on the results, which were in line with our
forecasts from revenue, PBT and EPS expectations. The key differential was in the cash
flow, where a working capital outflow of £1.3m compared to our previously expected inflow
of £1.5m, which was driven by timing differences.
Table 1: FY 2011A results
FY 2011A
Revenue
Growth (%)
EBITA
Margin (%)

Actual

WHI est.

15.1

15.0

Variance
0.8%

123%

122%

1.0%

2.1

2.2

-5.9%

14%

15%

1.0%

Underlying PBT (exc the £750k provision)

2.2

2.2

0.4%

EPS

2.3

2.4

-3.2%
-16.6%

DPS
Net Assets
Net Cash

0.5

0.6

26.7

25.1

6.5%

0.9

3.5

-74.1%

Source: Nature Group

Nature Port Reception Facilities
Under the new reporting structure, Nature Port Reception Facilities generated £11.7m in
revenue in FY 2011A.
3

NPRF suffered from the incident in
Gibraltar in June and lower shipping
volumes in Rotterdam

During the course of the year, Nature Group treated nearly 180,000m of maritime and
offshore waste. As a result of the incident in Gibraltar, volumes collected were down in the
year, with alternative third party treatment facilities being used to continue operations. In
Rotterdam, the global slowdown in shipping volumes impacted the number of ships
passing through the port, such that volumes across the division were 25% lower than in
2010. Whilst margins per collected tonne of waste were slightly higher than in 2010, this
trend reversed toward the end of 2011 due to increased competition and reduced demand
in the recycled oil market due to the tougher economic conditions in Southern Europe.
Synergies from the combination with ISD came through to a certain extent, with cargoes of
waste oil having been sent to Gibraltar in H1 2011A, and international contracts for waste
collection having been secured. The addition of the 2,500Mt tanker, Crystalwater, has
further enhanced this offering, also enabling cargoes to be diverted from Gibraltar to third
party treatment facilities in Portugal since the incident.
Nature is still working with the authorities in Gibraltar, which is reported to be progressing
positively and management are hopeful of a return to operation in the ‘short to medium’
term. The Group continue to work to counter the decision of the insurance company to
deny cover. We have not included the resumption of the Gibraltar operations in our FY
2012E forecasts. The total impact for loss of revenue, repairs and other related costs is
estimated to stand at £3.5m, which compares to the revised claim with the insurers of
£3.1m. To date, £3.9m in third party claims have been received, which are currently with
the insurers.

WH Ireland
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Nature Oil and Gas
Under the new reporting structure, Nature Oil and Gas generated £2.1m in revenue in FY
2011A.

Progress is being made with the
proprietary CTUs…

Progress is being made with a number of potential clients in the deployment of the
Group’s proprietary CTUs with customers in both Norway and further afield. The CTU in
Brazil continues to be rented out on a daily rate with a client, although is yet to begin
processing due to a hold up elsewhere in the supply chain. Two further CTUs are in the
process of being built to meet anticipated demand, which are expected to be completed by
the end of June.
Nature Engineering and Industry
Under the new reporting structure, Nature Engineering and Industry generated £1.4m in
revenue in FY 2011A.

…as is the case with Ecoscrub

The delivery of the waste management facility in Oman was completed and commissioned
in Q1 2012E, with the official handover to the client taking place in April. Due to several
delays, the anticipated margin for the project was lower than originally anticipated.
Ecoscrub won a number of smaller orders in the year. Nature has teamed up with a local
company in the Netherlands to sell and market the technology, and is itself in talks with
several industrial customers for units in the current financial year and beyond.

Panama JV
Nature Group has entered into a JV in Panama with Sociedad Latino Americana de
Inversiones, which has an exclusive contract to develop a Port Concession, which
currently hosts a Fuel Oil Terminal and Container Terminal. The JV will build and operate
a maritime waste logistics and processing company. Panama is the first step in expanding
the Group’s footprint to become a global supplier of waste services.
Operations are expected to begin in H2 2013E, with the processing facility expected to be
operational by the end of FY 2013E. Given the time frame involved we have not included
this in our forecasts at this stage.

WH Ireland
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Forecast changes
We show a summary of our forecast changes in Table 2 following the results, which we
also discuss later in this report. We have significantly reduced our profit expectations and
believe that given the various changes in the operating environments for both divisions,
these are now realistic, with the potential for upgrades should new contract wins or
expansion initiatives come through. We have taken account of the new reporting structure.
Table 2: Forecast changes
New

New

Old

Old

Variance

Variance

FY
2012E

FY
2013E

FY
2012E

FY
2013E

FY
2012E

FY
2013E

4.6

4.8

5.0

7.0

-9%

-31%

Costs

-3.0

-2.9

-2.0

-2.4

49%

20%

EBITA

1.6

1.9

3.0

4.6

-47%

-58%

Reduced margins from the above, combined
with investment and higher site costs following
expansion to larger premises in Norway

34.6%

40.0%

60.0%

65.7%

12.8

15.2

12.5

12.9

2%

18%

FY 2013E increase driven by higher volumes
shipped to Portugal, partially offset by weaker
volumes in Rotterdam in both years

-10.3

-11.3

-9.0

-8.2

14%

38%

2.5

3.8

3.5

4.7

-27%

-19%

Increased investment in staff, higher other
operating costs and margin pressure from
recycled oil sales

19.8%

25.2%

28.0%

36.4%

1.0

0.9

1.0

0.7

5%

22%

£200k rise in FY 2013E sales estimate for
Ecoscrub following recent developments

Costs

-0.8

-0.5

-0.5

-0.5

69%

-7%

EBITA

0.2

0.4

0.5

0.2

-60%

94%

19.2%

45.5%

50.0%

28.6%

-1.4

-1.6

-1.0

-1.2

PBT

3.0

4.5

6.0

8.3

-51%

-46%

EPS

3.1

4.7

6.4

8.8

-52%

-47%

DPS

0.8

1.2

1.6

2.2

-50%

-45%

We maintain a 25% dividend payout ratio

Net Cash

1.1

2.1

4.5

6.6

-86%

-78%

FY 2011A net cash was lower than expected
due to a working capital outflow in the year in
comparison to the inflow previously anticipated.
Looking forward, the reduction in profitability,
combined with a slightly more cautious working
capital assumption and Panama investment
leads to the reduction in the net cash forecast

Oil & Gas
Revenue

Margin (%)

Assumed daily rental rates reduced for CTUs 2,
3 and 4, along with an assumption that some
units are also sold rather than rented to
customers

NPRF
Revenue

Costs
EBITA

Margin (%)

E&I
Revenue

Margin (%)

Central Costs

Lower margin achieved in Oman in FY 2012E
combined with increase in staff costs

Investment in senior management across the
Group

Source: WH Ireland
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Investment Case
•
•
•
•
•

We have chosen to rebase our
forecasts to reflect the increased
investment being undertaken, along
with developments in both NPRF and
NOG

Progress being made after a challenging year
A legislative driven and highly fragmented international market
A sizeable market opportunity for the Compact Treatment Units (CTUs)
Global growth potential from expansion beyond the existing port locations
Forecasts rebased to reflect additional investment and market developments

The last 12 months has certainly been a challenging period for the Group, with the
explosion in Gibraltar and global shipping volumes coming under pressure.
However, the Group’s unique CTU proprietary technology is a potential game
changer in the offshore Rig and FPSO market and the growth opportunity is
potentially significant. In the maritime business, progress is being made to bring
Gibraltar back online, volumes in Rotterdam have stabilised and potential
opportunities exist to develop the global port reception footprint. The shares are
trading on a current year PER of 11.7x falling to 7.8x and EV/EBITDA of 6.1x falling
to 4.3x. Whilst near term weakness in the share price is likely to be seen, we believe
the opportunities for Nature Group have not gone away. On a 12 month view, we
rate the shares with a Buy recommendation and 46p share price target.

The markets in which Nature operates
are driven by legislation

A legislative driven market The markets in which the businesses operate are driven by
IMO (International Maritime Organisation), OSPAR (Oslo/Paris convention on discharges
to sea from all activities in the North Sea) and EU legislation. Under the International
Convention for the Prevention of Pollution from Ships (MARPOL), six annexes set out the
responsibilities for ships and their owners. The most important ones for Nature Group are
Annex I, covering regulations for the prevention of the pollution from oil, and Annex II,
covering the control of pollution of chemical waste.

The proprietary CTU technology is a
potential game changer in the Rig and
FPSO markets

Significant growth potential in oil and gas markets The CTU is proprietary technology
that provides Rig and FPSO operators with a more cost effective, efficient, lower risk and
environmentally friendly way of dealing with drilling waste and produced water. The fact
that waste can be treated onsite rather than being transported to shore provides a
completely traceable solution for clients. Oil and gas companies are more aware than ever
of their environmental responsibilities following the BP disaster in the Gulf of Mexico and
there has been an increasing level of enforcement of environmental legislation, even from
less developed nations in recent years.

Expansion to a global port reception
footprint remains an achievable goal

Potential to expand services to become a global port reception facilities services
provider The International Maritime Organisation requires all ports to have a Port
Reception Facility, although there is a shortage of supply globally. The market is highly
fragmented, where typical competitors are single site operators. Obvious candidates for
expansion would include ports such as Panama, Suez Canal and Singapore, as well as a
focus on major shipping lanes. The construction contract for the treatment plant in Oman
provides a blueprint for further expansion potential.
Ability to provide a fully documented and traceable service Ship and rig operators
are responsible for the waste produced until it has been fully treated, therefore creating
the need to use suppliers who can provide documented evidence of the supply chain. As
cases over the last few years have shown, for businesses, or their supply chain, found to
be breaching international laws and regulations, the impact is likely to be that of a heavy
fine, along with the associated negative publicity. Enforcement of international legislation
varies significantly by port and region at present, although the trend is steadily improving.

WH Ireland
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Valuation
Nature Group is somewhat of a unique investment proposition, with no quoted peer group
in which to compare valuation metrics against. We have looked at an Oil Equipment and
Services peer group as a comparison. Based on our estimates, the shares are trading on
a December 2012 PER of 11.7x falling to 7.8x and EV/EBITDA of 6.1x falling to 4.3x.

Table 3: Peer group valuation
Company

Mkt Cap

EV/Sales

EV/Sales

EV/EBITDA

EV/EBITDA

PER

PER

(£m)

Yr 1 (x)

Yr 2 (x)

Yr 1 (x)

Yr 2 (x)

Yr 1 (x)

Yr 2 (x)

Petrofac

5298

1.0

0.9

7.4

6.1

12.9

10.9

Hunting

1219

1.7

1.6

8.7

7.6

13.9

11.6

Mycelx

31

3.0

1.5

41.0

6.6

21.7

11.4

KBC Advanced Technologies

41

0.6

0.5

4.4

4.2

8.8

8.5

Kentz

458

0.3

0.3

5.3

4.7

11.1

9.5

Lamprell

267

0.4

0.4

8.4

5.2

13.3

5.8

Amec

3109

0.7

0.6

7.4

6.6

12.4

10.3

Wood Group

2574

0.6

0.6

7.6

6.6

12.8

10.9

Cape

298

0.5

0.4

3.7

3.2

5.9

4.6

Fisher James & Sons

274

1.1

1.1

6.8

6.4

10.5

9.8

1.0

0.8

6.6*

5.7

12.3

9.3

29

1.5

1.2

6.1

4.3

11.7

7.8

Average
Nature Group
Source: Capital IQ, WH Ireland *Excluding Mycelx

We have also included a 10-year DCF, using a discount rate of 10.0%, implicit forecasts
for years one to three, followed by a growth rate of 5.0% in years 4 to 7, 3.0% in years 8 to
10 and terminal growth rate of 2.5%.
Figure 1: DCF valuation
10-year DCF Model

12e

13e

14e

15e

16e

17e

18e

19e

20e

21e

EBITA

3.0

4.5

6.1

6.4

6.7

7.0

7.4

7.6

7.8

8.0

Depreciation & Amortisation

1.5

1.6

1.8

1.9

2.0

2.1

2.2

2.3

2.3

2.4

Working Capital

-1.0

-1.0

-1.0

-1.1

-1.1

-1.2

-1.2

-1.3

-1.3

-1.3

Perpetuity

Operating Cashflow

3.5

5.2

6.9

7.2

7.6

7.9

8.3

8.6

8.9

9.1

Cash Tax

-0.5

-0.7

-1.0

-1.0

-1.1

-1.1

-1.1

-1.2

-1.2

-1.3

Cap-Ex/Acq/Disposals/Other

-2.8

-2.9

-2.9

-3.1

-3.2

-3.4

-3.5

-3.6

-3.7

-3.8

Net Cashflow

0.2

1.5

3.0

3.1

3.3

3.4

3.7

3.8

3.9

4.1

54.2

1
1.10

2
1.21

3
1.33

4
1.46

5
1.61

6
1.77

7
1.95

8
2.14

9
2.36

10
2.59

2.59

0.2

1.3

2.2

2.1

2.0

1.9

1.9

1.8

1.7

1.6

20.9

Year of cashflow
Discount Factor (WACC)
PV of netcashflow
Present Value
Net Cash

37.6
0.7

Equity Value

38.2

Shares in issue
Value Per share (p)

79.3
48

Discount Rate
Term inal Grow th Rate

10.0%
2.5%

Source: WH Ireland
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Putting the shares on a similar rating to the peer group year two average, implies fair
value of 44p on a PER basis and 47p on EV/EBITDA. Taking a simple average of these
two valuation metrics and the DCF implies fair value at 46p, which forms the basis of our
share price target. Clearly, if earnings upgrades come through from the various initiatives
being undertaken, we see scope for this to be raised as the year progresses.
Table 4: Share price target
Share Price Target
PER
EV/EBITDA
DCF
Average

Value (p)
44
47
48
46

Multiple (x)
9.3
5.7

Source: WH Ireland

WH Ireland
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Operating in legislative driven growth markets
Nature Group specialises in complex wastewater treatment to the marine and oil
production sectors. The liquids processed include vessel slops, tanker washings, oil waste
and other waste water. The Group can be split into three key areas of operation: Oil &
Gas, Port Reception Facilities and Engineering & Industrial, the latter providing both
design and consultancy services.

Figure 2: Nature Group structure

NATURE GROUP

Nature Group provides services to both
marine and oil production markets

Oil & Gas

Port Reception Facilities

Engineering & Industrial

Nature Oil & Gas
NOG provides small footprint, mobile
units (CTUs) for the treatment of
slops and other wastewater to the
offshore industry. These containers
can be positioned on Rigs or FPSOs
and removes the need for ships to be
chartered to collect waste to be taken
back to the mainland for processing.

Nature Port Reception Facilities
NPRF provides oil slops, tanker
washings, collection and wastewater
treatment facilities in Gibraltar, also
servicing other ports such as Malta,
Gran Canaria and Cueta. Oil
recovered is then sold on.

Nature Environmental Solutions
NESL is a consultancy and
engineering business, designing
wastewater treatment systems for
ports and remote locations.
Experience gained in Oman is
positive.

The model is based on a daily rental
basis, with the option of the addition
of an oil recycling unit. This is
breakthrough technology for the
industry.

International Slops Disposal (ISD)
ISD is in essence a logistics
business, collecting >150,000m3 of
waste and slops from the marine and
oil sectors annually. The business
does not presently have its own
treatment facilities.
SAR Treatment
SART is 40% owned with Norwegian
waste management group SAR,
located in Stavanger. The facility
receives and treats wastewater,
primarily from North Sea operations.

EcoScrub
Ecoscrub provides a complete
solution for ship owners and
operators to comply legislation,
MARPOL Annex VI, aimed at
reducing emissions.

Source: Nature Group

The markets in which Nature Group
operates are highly fragmented

The markets in which Nature Group operates are highly fragmented. Demand for services
is driven by legislation, specifically the six annexes of MARPOL, which relates to the
International Convention for the Prevention of Pollution from Ships, combined with EU
Directive 2000/59/EC and OSPAR. Ship and oil rig owners and operators are responsible
for the waste produced until it has been fully treated; therefore creating the need to use
suppliers who can provide documented evidence of the supply chain. As recent cases
have shown, for those businesses, or their supply chains, found to be breaching
international laws and regulations, the impact is likely to be that of a heavy fine along with
the associated negative publicity. Enforcement of the international legislation varies
significantly by port and region at present (with the US/Europe being most compliant),
although the trend is steadily improving. However, we would highlight that market data is
very limited, with the information recorded by individual ports varying markedly.
The acquisition of ISD in December 2010 brought a number of benefits to the enlarged
Group. Firstly, it provided additional volume that could be processed internally, thereby
reducing the processing cost rather than sending it to a third party supplier, with the
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subsequent oil being sold and generating an additional income stream. Whilst the incident
in Gibraltar has reduced these benefits at present, this opportunity has not gone away.
Secondly the relationships held within ISD were not only in the marine industry but also
with operators in the oil and gas sector. The combination of a breakthrough technology
and relationships with key people in the offshore oil and gas sector has provided a two
pronged growth strategy across both the Oil & Gas and Maritime sectors.
The range of services provided by the enlarged group can be split into five key categories.

1) Waste management treatment facilities
• Oil industry waste from drilling and production
• Port maritime business, ship waste, bilge water, crude oil tanker washings

The range of services provided by the
enlarged group can be split into five key
categories

2) Containerised mobile systems for remote onshore and offshore locations
•
Wastewater treatment units, drilling slop treatment
•
Sludge and wastewater treatment units
•
Produced water treatment units
•
Biological treatment units
3) Environmental clean up projects
•
Consultancy and management
•
Decommissioning of platforms
•
Soil remediation
•
Oil separation from sand
4) Produced water treatment
•
Mechanical separation
•
Chemical treatment
5) Purpose built onshore wastewater facilities
•
Consultancy and management
•
Decommissioning

Management report that positive progress
is being made with the Gibraltar
government

In June 2011, external contractors working on the Group’s port reception facility in
Gibraltar, caused a serious explosion at the plant. The facility has been closed since, with
the insurance company denying insurance cover for business interruption and cost of
repairs in January 2012. However, Nature Group has been working in cooperation with the
Government of Gibraltar in order to put in place the measures required to reopen the
facility.
Looking forward, we expect growth to be driven by both the oil production market through
the CTUs, as well as the maritime division through the expansion in the number of port
reception facilities across key shipping locations globally.
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Nature Group’s separation technologies can be categorised under the three distinct
categories – physical, chemical and biological. Depending on the location and type of
waste, whether it be oil in water, suspended solids, heavy metals or dissolved organics,
the most appropriate selection of these will be used in the treatment process.
Physical Treatment
•
Straining / coarse separation
•
Sedimentation
•
Dissolved Air Flotation
•
Centrifuge / Decanter
•
Filtration
•
Thermal treatment oil recovery
Nature Group’s separation technologies
can be categorised under the three distinct
categories

Chemical treatment
•
Standard chemicals of coagulant and flocculants
•
Green Offshore certificated chemicals according to HOCNF
•
Development of specialised chemicals for complex wastewaters
•
Patented Green chemicals for produced water / formation water treatment
Biological Treatment (onshore)
•
Aerobic activated sludge biological reactors
•
Aerobic fixed film biological reactors for low organic loading
•
Anaerobic biological reactors
•
Onsite soil remediation

Chart 1: FY 2012E Divisional Revenue and EBITA splits

4%

5%
25%

37%

58%
71%

Oil & Gas

NP RF

Engineering & Industrial

Oil & Gas

NP RF

Engineering & Industrial

Source: WH Ireland
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Nature Oil and Gas

Increased awareness of environmental
responsibilities following the BP disaster in
the Gulf of Mexico

Legislative standards are rising globally

Waste is currently transported to shore for
processing

Oil & Gas companies are more aware than ever of their environmental responsibilities
following the BP disaster in the Gulf of Mexico, and there has been an increasing level of
enforcement of environmental legislation from less developed nations in recent years.
Offshore platforms, whether rigs or FPSOs, create large quantities of waste, which need
to be treated before being discharged into municipal waste water treatment facilities or
directly back into the ocean.
The growing concern related to the long term effects of continuing the discharge of
produced water from offshore production activities in the North Sea is addressed in the
international recommendations from OSPAR (Oslo/Paris convention on discharges to sea
from all activities in the North Sea), which came into enforcement in February 2001. The
oil companies operating on the Norwegian continental shelf are committed to a philosophy
of ‘zero effect of emissions’ with action started before 2005. In accordance with OSPAR
requirements, all North Sea oil companies were to reduce produced water discharge loads
by 15% from 2000 levels by 2006. It is estimated that over the next 20 years, more than
450 installations in the North Sea will need to be decommissioned, each requiring the
3
3
disposal of between 10,000m and 30,000m of waste water. In other parts of the world,
legislative standards and their enforcement is not as high as is the case with the North
Sea. However, this is changing rapidly, even with less developed nations and the BP oil
spill in the Gulf of Mexico has placed renewed emphasis on the problem in the US.
Offshore wastes have high transportation, shore reception and disposal costs, with
environmental pressures continue to grow worldwide. Historically, these waste products
have been collected under wider ‘fluids contracts’ from major oilfield service contractors
such as Halliburton, Mi-SWACO and Scome Oiltools. Prior to the development of the
CTU, wastewaters generated on offshore installations have been shipped to shore and
collected by companies dealing with specialist wastes and then delivered to the treatment
facility. Nature’s focus in the Oil & Gas market is predominantly focussed on drilling waste
and produced water, with technology capable of separating large volumes of highly
contaminated waste fluids. The first offshore treatment unit to be built was for slop tank
wastewaters on offshore installations.
Figure 3: Rig mounted CTU

Source: Nature Group
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Nature has responded to the requirement for containerised systems, built to full onshore
and / or offshore standards and design criteria, enabling deployment where the site
footprint or the level of wastewater flow require a pre-packaged solution, enabling the
industry to process this generated waste on the drilling platform itself, no matter how
remote the location.

Nature’s Compact Treatment Units (CTU)
are able to process waste waters and
used drilling mud on site via a
sophisticated mechanical and chemical
treatment process

Nature’s Compact Treatment Units (CTU) are able to process waste waters and used
drilling mud on site via a sophisticated mechanical and chemical treatment process
developed by scientists from the Stavanger University in Norway. There are currently two
types of unit in existence, with a third 20ft container having been designed to process high
quantities of Produced water.
Drilling waste Drilling operations generate a considerable volume of waste that is
required to be fully treated and can’t legally be discharged at sea. The process of
collecting and shipping the waste for processing is expensive, time consuming,
environmentally unfriendly and has numerous associated health and safety risks.
Produced water Produced water treatment systems are already found on most
production platforms already in existence, albeit larger in size than Nature’s CTU, in what
is a space challenged operating environment. However, the produced water CTU can be
used when the fixed system is undergoing maintenance, fails to meet the specific
discharge criteria for stricter regions, the water reinjection system fails, processing
capacity is lower than required or the produced water changes in characteristics and
prevents proper treatment taking place. In addition to the produced water CTU, Nature
can design, construct and operate tailor made produced water treatment systems for
larger volumes of up to 10,000 barrels a day.
Figure 4: 12ft Compact Treatment Unit (CTU)

Source: Nature Group

The 12ft CTU is for the separation of high concentration of stable oil and water emulsions,
3
with a maximum capacity rate of 20m per hour. The 20ft CTU is used in the dewatering of
3
sludge and oil in water separation, again with a maximum capacity rate of 20m per hour.
CTUs can also have solids removal built in or as a separate attached module, with the
Nature designed dissolved air flotation capabilities. The third CTU, which has been
designed but is yet to enter service, is the 20ft produced water treatment CTU, with a
3
maximum processing capability of 250m per hour. Revenue is currently generated
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through the rental of the unit on either a day rate or cubic metre basis, in addition to
charges for an operator and consumables. The operating margin for each machine is
derived after labour, depreciation and chemical costs. Looking forward, units maybe sold
for installation on new rigs or FPSOs, with subsequent service contracts put in place.
Total hydrocarbon concentrations of below
5 ppm are readily achievable

The patented agent used in the process is non-toxic and the process significantly reduces
dissolved hydrocarbons in addition to removing dispersed oil from water, with both
laboratory and production tests showing that total hydrocarbon concentrations of below 5
ppm are readily achievable. The bio-treatment uses no chemical agents, is constant flow
and low sludge producing.
Figure 5: 20ft CTU process

Source: Nature Group

The CTU technology has a number of key
advantages including; being capable of
processing liquids with up to 80%
hydrocarbon content

The CTU technology has a number of key advantages including; being capable of
processing liquids with up to 80% hydrocarbon content, 70-95% reduction in hazardous
waste transported ashore, 40-70% reduction in processing costs, recovering the maximum
amount of oil on the platform itself, patented environmentally friendly chemicals used in
the process, oil in water discharge of less than < 5 ppm, 10M3 – 20M3 of waste
processing capacity per hour along with minimizing storage and rig weight.
Nature was appointed by a client to supply a 12ft CTU capable of processing produced
3
water on an FPSO in Brazil, with an estimated volume of 50,000m . The machine supplied
3
is capable of processing produced water at a capacity up to 20m per hour, with oil in
water content of less than 15ppm, in addition to treating oil sludge to separate the solids
and water to less than 1%. The key components for the solution include the following:
heater, CPI, hydrocyclone battery, heat exchanger and disc stack centrifuge. The benefits
of using Nature’s CTU in comparison to historic alternatives are that it reduces the cost by
eliminating shipping of the waste, increased profit from oil recovered, the waste is
processed properly and the customer has a full audit trail.
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Figure 6: 20ft Produced water fast processing unit design

Source: Nature Group

The CTU technology was developed at the
Group’s R&D centre, based in Stavanger
Norway

The CTU technology was developed at the Group’s R&D centre, based in Stavanger
Norway. New technology has been developed in Stavanger for oilfield produced water
treatment, offshore waste water treatment units and constant flow bio-treatment units for
separation of complex wastewater containing high concentrations of suspended solids, oil,
heavy metals and BOD. In addition, other services include consulting and technical
assistance, troubleshooting and development of treatment solutions for industrial
wastewater. Nature can design and build bespoke treatment units, as has been deployed
in Kazakhstan by Halliburton, in Denmark by Grundfos and Norway by SART. Nature
holds intellectual property rights, which are utilised commercially by the Group.
Figure 7: CTU under construction

Source: Nature Group
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The oil and gas market opportunity
There is little in the way of data published for the addressable market for Nature’s CTU.
Having said this, we believe that a look at the wider Rig and FPSO markets by number of
units certainly provides an idea of the opportunity ahead.

There are 786 rigs in operation at present
across the globe, with a further 578
undergoing maintenance

Rig market
There are 786 rigs in operation at present across the globe, with a further 578 undergoing
maintenance, construction or waiting on a new contract, with the latter being fairly limited
in number. As is well known, demand for rigs across the oil and gas industry is extremely
high at the present time, with shipyards for new rigs being at full capacity. The table below
demonstrates the location of each by region.
Table 5: Rig count by region

Region

Rigs Contracted

Rig Fleet

Utilization (%)

Africa - Other

7

7

100.0%

Africa - West

62

86

72.1%

Asia - Caspian

15

27

55.6%

Asia - Far East

27

113

23.9%

Asia - South

38

51

74.5%

Asia – South East

86

184

46.7%

Australia

11

15

73.3%

Black Sea

11

13

84.6%

2

4

50.0%

Europe - East
Europe - North Sea

162

172

94.2%

Mediterranean

21

27

77.8%

Middle East - Persian Gulf

83

116

71.6%

Middle East - Red Sea

9

16

56.3%

N. America - Canadian Atlantic

4

4

100.0%

N. America - Canadian Pacific

0

1

0.0%

29

65

44.6%

2

6

33.3%

N. America - US GOM

97

233

41.6%

N. America - US Other

1

29

3.4%

83

132

62.9%

N. America - Mexico
N. America - US Alaska

S. America - Brazil
S. America - Other & Caribbean

12

17

70.6%

S. America - Venezuela

24

46

52.2%

786

1364

57.6%

Total
Source: Rigzone

Nature’s addressable rig market from a rental perspective is the 786 rigs that are already
in existence. The second market which is addressable to Nature, is the new build and
refurbishment market, with either an equipment sale or placement and rental model. In
some regions, waste is still being discharged to sea or taken to shore and not being
processed, however, it should be remembered that it is the rig operator that is ultimately
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responsible for the entire supply chain. With the 12ft CTU, deck space is not an issue,
even on small jack up rigs.
Figure 8: Rig and FPSO

Source: Nature Group

There are a further 237 FPSO’s globally

WH Ireland

FPSO market
According to Douglas Westwood, there are 237 FPSO’s globally in operation, with
utilisation currently running at approximately 97%, and a further 33 on order. Again
according to Douglas Westwood, there are 134 new projects signed and due to be
commissioned 2012-2016. This compares to Burea Veritas’ estimates of 196 new projects
planned, of which 53 are in final design or bidding stage and 143 are in planning and
study stage. Each FPSO will require water polishing of produced water for between one
and two months per annum, although experience to date has proven to be longer than
this.
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Nature Port Reception Facilities

There remains a shortage of supply of port
reception facilities globally

There is a growing market for industrial waste water treatment facilities at strategic
harbour and industrial locations. According to the International Maritime Organisation
(IMO), all ports are required to have a Port Reception Facility but there remains a
shortage of supply globally and enforcement of legislation varies between geographies.
EU/IPPC and IMO standards for vessel waste management are legally imposed in
European, Mediterranean, Red Sea and Gulf Ports, although the enforcement of this
legislation in practice varies by port.
Figure 9: Port Reception Facilities

Source: Nature Group

Competition is highly fragmented in both the collection and treatment segments. Larger
overall waste operators / water utilities are not specialists in the port waste management
and treatment sector but some do have facilities, such as ATM operated by Shanks
Group. The operations in Gibraltar also compete against other ports in the Mediterranean.
One of the key issues in the industry, in
addition to the severe lack of treatment
facilities, is the amount of waste that
appears to be still being dumped at sea by
ship operators

WH Ireland

One of the key issues in the industry, in addition to the severe lack of treatment facilities,
is the amount of oil related waste that appears to be still being dumped at sea by ship
operators. Market statistics are hard to come by given that the recording of information
can be described as ‘patchy’ at best. In Northern European ports, where enforcement is
tighter and logging of information is better, it is estimated that around 16% of the total
ships coming into port dispose of waste. However, in Gibraltar, where enforcement has
historically been lower, it is estimated that only around 4% of ships presently dispose of
waste in the port.
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Vessel Requirements
Under the European Union Port Waste Reception Facility Regulations 2003, ships are
required to:

•
•
•

Due to the distinct lack of supply, we
believe there to be a significant
opportunity globally

Provide notification before entry into a port, of the waste they will discharge, including
information on the type and quantity;
Deliver their waste to port reception facilities before leaving port, unless they have
sufficient storage capacity; and
Pay a mandatory charge to significantly contribute to the cost of port reception
facilities for ship generated waste whether they use them or not. Exemption may be
granted as per Marine Guidance Note 259 where ships are engaged in "Scheduled
traffic with frequent and regular port calls" and give evidence "of an arrangement
ensuring the delivery of waste and payment of charges in a harbour or terminal along
the ships route"

Port and Harbour Requirements
Under the European Union Port Waste Reception Facility Regulations 2003, Ports,
Harbours and some terminals are required:

•
•
•

To have adequate waste reception facilities for ship landed waste including cargo
residues, noxious liquid substances and ship generated waste (including sewage);
To draw up a Waste Management Plan
To have a pre-notification and mandatory charging system in place

NPRF Gibraltar
Nature Port Reception Facilities in Gibraltar has historically provided oil slops, tanker
washings and wastewater treatment services (MARPOL Annex I & II) under a long-term
agreement which runs until 2026 with the Government of Gibraltar and regulated by the
Gibraltar Environment Agency. NPRF Gibraltar is also contracted to register and clear
ships entering the port of Gibraltar for their Annex II waste. The port of Gibraltar is
somewhat unique in that waste water cannot be returned to the municipal system and
must be treated prior to being discharged to sea. Recovered oil is then sold, creating a
second income stream.

The incident in Gibraltar in June 2011 has
caused a major setback but the
opportunity has not gone away

WH Ireland

In June 2011, external contractors caused an explosion at the site, leading to the closure
of the NPRF processing facility in Gibraltar. Whilst Nature has put in place alternative
measures to ensure that waste can still be collected, the plant remains out of action.
Discussions with the Government of Gibraltar have been progressing since the incident,
with the cleanup operation having begun and ‘cosmetic’ improvements made. The
management time taken in trying to get the facility reopened has certainly delayed the
Group’s wider expansion strategy back but progress is now being made in regaining the
operating license and authority to bring the facility back on stream. Questions still remain
over the exact timing and what types of waste will be allowed to be processed but
alternative solutions have already been found if, for example, low flash waste was not
included in the license.
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Figure 10: NPRF Gibraltar

Source: Nature Group
3

NPRF Gibraltar has 7,000m of reception and storage tankage for oily wastewaters. The
3
operation has a 220,000m annual throughput capacity bio treatment plant, of which
around only around 30% of capacity has been utilised historically.
Figure 11: Port Reception Facilities Gibraltar

Source: Nature Group

Waste is collected in other port locations in
the Atlantic and Mediterranean oceans,
including Malta, Gran Canaria and Cueta

WH Ireland

Separated and dried oil is recovered in the primary stages of treatment, with the separated
water being treated to discharge to sea at the standards set by current environmental
legislation. The processes used incorporate gravity, interceptor and dissolved air
separation modules for the removal of hydrocarbons. The final water polishing is by
3
constant flow bio-treatment. Treatment flow rate is up to 20m per hour. The capabilities in
Gibraltar have enabled the marine industry to deliver slops to an approved location which
is capable of treating wastewaters to levels approaching the zero discharge targets set for
the Mediterranean and elsewhere. Services have historically included both powered and
towed barging, tank storage facilities and steam heating utilising recovered oil. Nature also
receives wastewaters collected in other port locations in the Atlantic and Mediterranean
oceans, including Malta, Gran Canaria, Cueta (a JV which receives and stores oil waste
prior to transhipment) and Italy. These volumes are currently being shipped to the third
party supplier in Portugal.
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Fig 12: Oil Waste Movement and Treatment: Process Overview
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Portugal
In order to ensure customers to Gibraltar and the wider Mediterranean region could
continue to be serviced, an agreement was put in place late last year with a third party
provider in Portugal. This third party had treatment facilities but lacked the volume of
waste to fully maximise the utilisation of the plant. In order to facilitate this, a Lloyds
classified chemical tanker (IMO2), with a cargo capacity of 2,500 tonnes was acquired in
December 2011.
The business model of receiving a fee for collecting and processing the waste, has
continued unaltered, being received in Gibraltar, Malta, Gran Canaria, Cueta and Italy.
Under the original model of processing waste in Gibraltar, the solid oil content was sold
onto customers, for use in furnaces for example, with Nature receiving c.€150 per tonne
as a secondary source of income. As a result of Portuguese legislation, this recycled oil
carries a market price of c.€380 per tonne, which is shared between the two parties. The
economics of this means that net net, Nature is not losing out compared to having its own
facility in place.

International Slops Disposal (ISD)

3

ISD collects in excess of 130,000m of
slops, sludge, bilge water and tanker
washings

WH Ireland

International Slops Disposal (ISD) is a Rotterdam based ship waste disposal business,
which was acquired by Nature in December 2010. It was founded in 1982 and collects
3
shipping and offshore waste, including in excess of 130,000m of slops, sludge, bilge
water and tanker washings (Annex I & II) each year, servicing over 4,000 vessels,
equating to c.60% share of the Rotterdam market. The business operates ten collecting
3
barges with a total capacity of 8,500m . The business also collects MARPOL Annex IV
(sewage) and V (general rubbish) waste. Revenue is generated both from a charge for
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collection/treatment of the waste, as well as transport/storage and currently sells around
3
5,000m of oil per annum from its debunkering operation. However, ISD does not
presently have its own treatment plant and pays external providers around €5.0m in
operating and treatment costs for the waste collected each year.
Figure 13: ISD Barges

Source: Nature Group

All ISD barges are fully automated, with all orders given and managed through its
proprietary IT systems. The collection barges are equipped with between four and twelve
separate collection tanks. Each cargo has its own specification and requires a different
way of treatment, enabling ISD to segregate chemicals, mineral and crude oil washings,
ensuring safe storage and transport to the treatment facility.

SAR Treatment AS – 40% JV

SART can presently handle in excess of
3
60,000m of drilling waste per annum

Nature has an integrated storage and treatment facility for wastewater at NorSea Base in
Tananger, operating as SART (SAR Treatment AS), with 90% of wastewaters received
coming from the oil industry. Wastewater can be delivered to the SART site by ship or
road tankers. The site has incoming water storage tanks for quarantining water of
uncertain origin until it can be verified that this water can be treated at the site to within the
agreed environmental discharge limits. The treatment system is a chemical/physical
flotation process, where the oil-suspended particles and oil dissolved in the water are
captured in a stable chemical floc. The flocs are removed by sedimentation or flotation.
The clean water is regulated for correct pH prior to release into the sea. The treatment
capacity is 10 cubic meters / hour (dependent upon the complexity of the water) and can
3
presently handle in excess of 60,000m of drilling waste per annum.
In April 2012, the 60% majority shareholding was sold to Stirling Square Capital Partners
by its previous owners AR Incoronato and Westco AS, who had owned it since 1997.

WH Ireland
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The port reception facility market opportunity
Whilst legislation is in place to stop ships dumping waste at sea, as we demonstrate later
in this report, compliance rates remain surprisingly low. The key reason for this is that
captains, although they can be personally fined, fail to use port reception facilities due to
having to pay a fee each time from their respective budgets. Given the fragmented nature
of the port reception market, with the majority of providers being single site operators,
shipping companies are unable to put in place international agreements.
As has been proven with the recent signing of the JV in Panama, if Nature can expand the
number of port locations in which it operates reception facilities, we believe that there is
the opportunity to provide a global solution that enables ship owners/operators to enter
into an agreement with Nature on an annual basis. This would mean that an annual fee
would be charged to the shipping company and that captains would not have to pay
piecemeal.

Figure 14: Potential Global Port Reception Facilities

Source: HIS Global Insight, International Chamber of shipping, United Nations, World Shipping Council

With the existing operations in Gibraltar and Rotterdam, the lack of sizable competitors
and having gained experience in the building of a brand new facility in Oman, which will be
used in Panama, we believe that there is now the potential for Nature to expand to other
global ports such as Suez, and Singapore.
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Engineering & Industry
Nature Environmental Solutions Ltd

Experience in Oman has provided learning
for the development of additional port
reception facilities in other locations

Nature Group has developed the skills and engineering capabilities to provide stand alone
port waste treatment facilities for biological treatment of high COD/BOD wastewater in
other locations, such as the Middle East. Through a joint venture consortium based in the
UAE and Oman, Nature Environmental Solutions completed a contract to deliver a
modular oil slops and sludge facility to a new port and drydock at Duqm in Oman. The
joint venture and Nature designed, built and commissioned the treatment units, as well as
providing training for the future operation of the facility.
The project completed earlier this year but importantly, the learning from this contract will
enable the Group to establish further facilities in other key port locations globally.

Ecoscrub
Ecoscrub was to provide a unique solution for ship owners and operators to comply with
MARPOL Annex VI legislation, which relates to odours and emissions. Both permanent
and mobile solutions are available for maritime and industrial clients. The Dutch
Environment Agency classified Ecoscrub as BAT (best available technology) for
complying with Annex VI legislation. However, with events in Gibraltar, as well as wider
integration of the Nature/ISD businesses, Ecoscrub has failed to receive the focus it
required and as such has not gained traction in the market. However, we understand that
this has now been corrected, with two successful trials at Rotterdam and a number of
potential new sales leads already being generated as a result.
Figure 15: Ecoscrub

Source: Nature Group
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Legislation
International Convention for the Prevention of Pollution from Ships

Environmental concerns remain high in the
oil industry

The MARPOL Convention is the main international convention covering prevention of
pollution of the marine environment by ships from operational or accidental causes. It is a
combination of two treaties adopted in 1973 and 1978 respectively and also includes the
Protocol of 1997 (Annex VI). The Convention includes regulations aimed at preventing
and minimising pollution from ships - both accidental pollution and that from routine
operations - and currently includes six technical Annexes.
Annex I Regulations for the Prevention of Pollution by Oil (entered into force 2 October
1983). Covers prevention of pollution by oil from operational measures as well as from
accidental discharges. The 1992 amendments to Annex I made it mandatory for new oil
tankers to have double hulls and brought in a phase-in schedule for existing tankers to fit
double hulls, which was subsequently revised in 2001 and 2003.

Offshore wastes have high transportation
and shore reception / disposal costs

Annex II Regulations for the Control of Pollution by Noxious Liquid Substances in Bulk
(entered into force 2 October 1983) Annex II details the discharge criteria and measures
for the control of pollution by noxious liquid substances carried in bulk. Some 250
substances were evaluated and included in the list appended to the Convention. The
discharge of their residues is allowed only to reception facilities until certain
concentrations and conditions (which vary with the category of substances) are complied
with. No discharge of residues containing noxious substances is permitted within 12 miles
of the nearest land. More stringent restrictions applied to the Baltic and Black Sea areas.
Annex III Prevention of Pollution by Harmful Substances Carried by Sea in Packaged
Form (entered into force 1 July 1992). Annex III contains general requirements for the
issuing of detailed standards on packing, marking, labelling, documentation, stowage,
quantity limitations, exceptions and notifications for preventing pollution by harmful
substances. The International Maritime Dangerous Goods (IMDG) Code has, since 1991,
included marine pollutants.

MARPOL is the primary legislative
framework globally

Annex IV Prevention of Pollution by Sewage from Ships (entered into force 27
September 2003). Annex IV contains requirements to control pollution of the sea by
sewage.
Annex V Prevention of Pollution by Garbage from Ships (entered into force 31 December
1988). This deals with different types of rubbish and specifies the distances from land and
the manner in which they may be disposed of. The requirements are much stricter in a
number of "special areas" but the most important feature of the Annex is the complete ban
imposed on the dumping into the sea of all forms of plastic.
Annex VI Prevention of Air Pollution from Ships (entered into force 19 May 2005) The
regulations in this annex set limits on sulphur oxide and nitrogen oxide emissions from
ship exhausts as well as particulate matter and prohibit deliberate emissions of ozone
depleting substances.
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EU Directive 2000/59/EC
Directive 2000/59/EC of the European Parliament relates to the provision and usage of
port reception facilities for ship generated waste. Under the legislation, every harbour
authority is expected to provide waste reception facilities adequate to meet the needs of
the ships normally using the harbour, without causing undue delay to ships.
The European regulations included three areas of noticeable change from previous
legislation:

•
•

•

WH Ireland

Ships must provide notification, before entry into the port of the waste they will
discharge, including information on types and quantities.
Ships must deliver their waste to port reception facilities before leaving the port
unless they have storage capacity to store waste until the next port of call and have
followed the required notification procedure.
Ships must pay a mandatory charge to make a significant contribution to the cost of
port reception facilities for ship generated waste, whether they use them or not.
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Financial Review
Following a challenging twelve months, caused by the explosion in Gibraltar and global
shipping volumes coming under pressure, Nature was not able to fulfil on previous
expectations. However, the unique CTU proprietary technology is a potential game
changer in the offshore Rig and FPSO market and the growth opportunity is significant. In
the maritime business, progress is being made to bring Gibraltar back online, volumes in
Rotterdam have stabilised and potential exists to develop a global port reception footprint.
Table 6: Revenue breakdown
Y/E Dec (£m)

2011A

2012E

2013E

2014E

2.1

4.6

4.8

5.9

Growth (%)

29.4

120.4

5.2

22.9

NPRF

11.6

12.8

15.2

16.9

194.8

10.0

18.4

11.4

1.4

0.7

0.9

0.9

13.5

-50.3

22.2

8.8

15.1

18.1

20.8

23.7

122.7

19.5

15.2

14.0

Revenue
Oil & Gas

Growth (%)
Engineering & Industrial
Growth (%)
Group Revenue
Growth (%)
Source: WH Ireland

Revenue We are forecasting a 19.5% rise in Group revenue in FY 2012E to £18.1m from
FY 2011A. In the Oil & Gas segment, we look for growth of over 120% to £4.6m, driven by
an increase in the number of CTUs in operation moving from one to four during the period.
In Maritime, the 10.0% increase in revenue is driven by a full year benefit coming through
from the processing arrangement with the third party in Portugal, partly offset weaker
volumes received in Rotterdam. In Engineering & Industrial, we look for an improvement in
sales of the Ecoscrub solution but a fall in revenue at NESL following completion of the
facility in Oman. For FY 2013E we are forecasting revenue growth across the Group of
15.2%, principally driven by the rise in number of CTUs and increase in volumes at
Gibraltar.
Table 7: Operating profit breakdown
Y/E Dec (£m)

2011A

2012E

2013E

2014E

Operating Profit
Oil & Gas

0.2

1.6

1.9

2.5

11.6

34.6

40.0

42.2

2.8

2.5

3.8

4.9

Operating margin (%)

24.4

19.8

25.2

29.0

Engineering & Industrial

-0.1

0.2

0.4

0.5

Operating margin (%)

-8.2

28.8

45.5

50.3

Central costs

-0.9

-1.4

-1.6

-1.8

2.1

3.0

4.5

6.1

13.7

16.4

21.7

25.5

Operating margin (%)
NPRF

Group Operating Profit
Operating Profit Margin (%)
Source: WH Ireland
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Operating Profit At the Group level, we are forecasting FY 2012E operating profit of
£3.0m against the underlying £2.2m reported in FY 2011A. This rise is driven by a number
of factors, including the increased number of CTUs in operation. However, the reduction to
our previous estimate comes from the fact that further investment has been made to
provide a sound footing for the medium term growth, in combination with lower margins
now being anticipated as being achievable in both Oil and Gas and NPRF divisions.
Table 8: PBT, earnings and dividends
Y/E Dec (£m)

2011A

2012E

2013E

2014E

SAR Treatment (Associate PAT)

0.1

0.1

0.0

0.0

Interest

0.1

0.0

0.0

0.1

Pre-Tax Profit (Clean)

2.2

3.0

4.5

6.1

Exceptionals

0.0

0.0

0.0

0.0

Pre-Tax Profit (Headline)

2.2

3.0

4.5

6.1

Tax Rate (%)

16.0

16.0

17.0

18.0

Shares in Issue (Avg)

78.2

79.2

79.2

80.2

EPS (p) Clean
Growth (%)
EPS (p) Clean Fully Diluted
Growth (%)
Dividend (p)
Growth (%)

2.3

3.1

4.6

6.1

-44.5

32.9

49.4

33.2

2.3

3.1

4.6

6.1

-44.5

32.9

49.4

33.2

0.5

0.8

1.2

1.5

-28.6

54.3

49.4

33.2

Source: WH Ireland

PBT & EPS As a result of these assumptions, we are forecasting a £0.8m rise in FY
2012E PBT to £3.0m. We anticipate an underlying tax charge in FY 2012E of 16.0% for
the Group, below the standard tax rate as a result of the profits generated in Gibraltar.
With an estimated 79.2m average number of shares in issue, this feeds through to our
EPS estimate for the year of 3.1p.
DPS In line with management’s stated intention of a 25% dividend payout ratio, we are
forecasting a full year dividend of 0.8p in FY 2012E and 1.2p in FY 2013E.
Cash Flow We are forecasting gross free cash flow of £3.4m in FY 2012E, ahead of an
estimated capex spend of £2.9m and after an estimated working capital outflow of £0.6m.
Assuming a dividend of 0.8p in FY 2012E split one third two thirds, feeds through to a
dividend cost of £0.5m. We estimate that the Group’s net cash position will stand at £1.1m
at the end of FY 2012E. The revenue and operating profit improvement we are forecasting
in FY 2013E lead through to an expected net cash position of £2.1m in FY 2013E.

WH Ireland

29

NATURE GROUP

Table 9: Cash Flow
Y/E Dec (£m)

2011A

2012E

2013E

Group Operating Profit

2.1

3.0

4.5

6.0

Depreciation

1.0

1.5

1.6

1.8

Working Capital

-1.3

-0.6

-0.7

-1.1

Other

-0.4

0.0

0.0

0.0

1.4

3.9

5.4

6.7

Operating Cashflow
Interest
Tax
Gross Free Cashflow
Capex
Acquisitions/Disposals
Dividend

2014E

0.1

0.0

0.0

0.1

-0.4

-0.5

-0.7

-1.0

1.2

3.4

4.7

5.8

-3.2

-2.9

-3.0

-3.0

0.0

0.0

0.0

0.0

-0.8

-0.5

-0.7

-1.2

Other

-0.2

0.1

0.1

0.1

In/outflow b/f

-3.0

0.1

1.1

1.6

0.2

0.0

0.0

0.0
0.0

Share Issue
Other Financing
Net Cashflow
Net Cash (Debt)
Net Assets

0.0

0.0

0.0

-2.8

0.1

1.1

1.6

0.0

0.0

0.0

0.0

0.9

1.1

2.1

3.8

26.7

28.6

31.3

35.0

Source: WH Ireland

WH Ireland

30

NATURE GROUP

Key Risks
NPRF Gibraltar
The explosion caused by external contractors in Gibraltar in June 2011 led to the closure
of the NPRF processing facility in Gibraltar. Whilst Nature has put in place alternative
measures to ensure that waste can still be collected, the plant remains out of action.
Discussions with the Government of Gibraltar have been progressing since the incident,
with the cleanup operation having begun and ‘cosmetic’ improvements made. We
understand that the scheduled reopening of the plant is set for September but this could
slip. To date, £3.9m of third party insurance claims have been received, which are
currently with the insurers.

Volumes of waste processed are directly
linked to marine transport volumes

International Environmental Legislation
could change requiring further investment

Each location is required to have various
environmental licenses

WH Ireland

Variance in Waste Volumes Received
Volumes of waste received are driven by the volume of marine transport at the port
locations at which the Group operates. The market for the treatment processes and the
supply of products and services in each of the Group’s locations could be affected by a
decline in marine transport volumes. To date, this has only really been seen in Rotterdam,
although after a challenging 2011, volumes have now stabilised.
International Environmental Regulation
In the bioremediation process, the treatment of oil wastes and oil sullages and the
discharge of treated water back into the sea and other sites is closely regulated by
environmental legislation in the various jurisdictions in which the Group operates. The
current environmental and pollution control legislation in these jurisdictions may change in
a manner that may require stricter standards and a heightened degree of responsibility for
companies and their directors and employees. There may also be unforeseen
environmental liabilities resulting from the treatment of oily, industrial and biological waste
waters and these liabilities may be costly. Changes to the legal or regulatory framework
within which the Group operates could have an adverse effect on the business but clearly
may also benefit volumes received. Additionally, the failure or inability of the regulatory
authorities to implement the legal or regulatory regime could adversely affect the volumes
received.
Environmental Licences
The treatment operation in Gibraltar has a lease in place with the Government of Gibraltar
for the land allocation of the installation at the port, which runs through to 2026. The
Environmental License for Treatment is issued by the Gibraltar Environment Agency and
is required to be renewed every two years. This has presently been In addition, SAR
Treatment has been granted a discharge permit from the Norwegian Pollution Control,
allowing the discharge of treated water from its plant in Tananger into the North Sea in
accordance with regulations issued by the Norway Environmental Agency. The issue and
maintenance of such licences is important to future operations of the Group as it may not
be able to operate treatment plants in specific international locations without holding a
waste discharge licence, depending upon the regulatory regime. As a result of
Transhipment licenses only being assignable for a period of 12 months by international
law, firm contracts with ports outside Gibraltar such as Malta, Ceuta and Gran Canaria
can only be in place for a similar 12 month period. ISD holds an indefinite environmental
license to collect liquid waste in any Dutch port.
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Environmental Risk
The primary aim of the business is to ensure compliance with environmental legislation.
Whilst there is a risk that the group’s systems and procedures fail, all treatment units are
monitored continuously, records of treated water discharged maintained and employees
are highly qualified. Treatment solutions have proven to be highly effective to date.

The Group holds strong positions in its
respective markets

The group is exposed to currency
fluctuations

New technologies could prove to be more
cost effective

Recovered oil prices tend to be less
volatile

WH Ireland

Competition
Competitors are actively attempting to bring similar/superior products and services to the
market. Oil waste collection services exist in busy maritime locations and in particular
those which may be targeted by Nature for potential plant locations. These businesses
have existed primarily to benefit economically from recovered oil. As the group expands,
it is expected that in each port location there will be a period of commercial evolution and
positioning of the services offered by the group in relation to existing businesses. The
Group’s plant in Gibraltar is sponsored by the Government of Gibraltar and forms part of
the integrated waste management strategy of the Port of Gibraltar. Competitors may
attempt to copy or otherwise obtain, develop and/or use the Nature group’s intellectual
property independently. The group has historically not protected its rights to its bio
technology process through the use of patents. As the bioremediation process is a natural
process, we understand that the company has been advised that intellectual property
protection by registration of patents is not applicable as far as the process itself is
concerned, although it should be noted that Nature has been granted a patent in respect
of its coagulant agent. There is a lack of supply of treatment facilities globally, however,
new ports could be built in the locality of existing facilities, thereby reducing the volume of
waste received. Increased competition in any of the markets in which the Group operates
could put pressure on pricing and hence margins. A recent example has been seen to a
certain extent in Rotterdam where certain ISD competitors have reacted to lower shipping
volumes by offering to collect sludge for free. However, due to the lack of ability to take
the liquid wastes associated, this has been fairly unsuccessful to date. In the Oil & Gas
market, no other competitor offers a similar on site solution in a similar way to the CTU,
with key competition coming in the form of ‘fluids contracts’ with major oil services
providers.
Currency Exposure
The combined business is exposed to currency risk, with the majority of transactions being
derived in Euros, US$ or NOK. The group reports in GBP so translation exposure exists.
Alternative solution found
The introduction of new technologies providing alternative solutions to waste water
treatment would potentially impact Nature should they reduce the time required in the
treatment process, thereby reducing cost. The current technology employed by Nature
results in water disposed back to sea being of a higher quality than is enforced by current
legislation. However, other technologies may provide improved results.
Oil Price
Nature provides services to the oil and gas industry as well as selling oil recovered from
the treatment process. It is therefore impacted by both the level of activity being
undertaken at any period in time as well as the price paid for the oil recovered.
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Attraction and Retention of Key Employees
The Group’s success will depend on its current and future executive management team.
The loss of the services of any of the executive Directors or other key personnel could
have a materially adverse effect upon the Group’s future.
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Management Team
Bernard Muller, Chairman
Bernard started his own business at 21 years ago, son of an inland barge owner in
Holland. After several enterprises he ended up partnering with Hofftrans BV in 1997, later
merged with Burando Maritime Services. He established growth plans for ISD which
resulted in that company becoming the leading and major maritime service provider in the
ARA (Amsterdam, Rotterdam Antwerp) region.

Andreas Drenthen, Chief Executive Officer
Andreas has an economics degree and was raised in a shipping family. He has been a
partner and CEO of International Slop Disposal with Portinvest since 2007, and has been
able to double revenues and triple profits in these years, through opening new markets.
He has a strong financial and commercial background, with considerable experience in
previous industrial and technology companies.

Darren Laguea, Managing Director
Darren Laguea is the CEO of the Group and of Nature Port Reception Facilities. He is also
the Senior Executive Director responsible for expansion of the Group's port waste
operations internationally. After an initial career in the Royal Naval Auxiliary Fleet involved
with ship refueling and transport of oil , he continued his career with major oil companies
and holds a masters ticket. For the last 15 years he has been involved with waste oil
collection, fuel oil transfer and bunkering, and has been responsible for the considerable
growth achieved in the Company's operations in both Gibraltar and SW Europe, including
the reception of waste oils from the Canary Islands and latterly the export of recovered oil
to Rotterdam.

Kieron Becerra, Finance Director
Kieron, joined Nature Group in 2010 as Finance Director of Nature Port Reception
Facilities in Gibraltar. His initial career was as an auditor in London, since then he has
gained substantial experience within industry involving international reporting and
management. In September 2008 he joined a leading legal practice in Gibraltar, where he
served as a Financial Controller, leading the accounts team and managed all financial
aspects of the company. He is a member of the Gibraltar Society of Accountants.
Nigel Sandy, Deputy Chairman
Nigel Sandy commenced his career in the land aggregates industry as an Accountant and
has an MBA from Bath University. Following experience in the UK and Holland with
Boskalis Group, he joined Hanson PLC in 1986 and subsequently was appointed
Managing Director of the Hanson Group Waste Recycling activities in 1991. These were
sold to the Waste Recycling Group PLC, a public group which became a constituent of the
FTSE 250 index with Nigel as Chief Executive. In 2003 he led the sale of WRG to Terra
Firma, a major private capital group. From 1994 to 1998 Nigel was Deputy Chairman and
then Chairman of the Environmental Services Association, representing the National and
EU interests of the UK waste sector.
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Charles Fairweather, Non Executive Director
Charles Fairweather is a Chartered Accountant with a wide range of commercial and
property interests in the UK, Europe and the USA. Following many years as Senior
Partner of a London accountancy practice, he has, in recent years, focused on the
development of a number of businesses including venture capital involvement in
technologies derived from university research. He is a recently retired Chairman of The
Royal Albert Hall, and a current Director of the Royal Philharmonic Orchestra, among his
many interests.

Peter Snell, Non Executive Director
Peter Snell is a Chartered Accountant and Venture Capitalist with significant experience in
the development of small and medium sized businesses in the manufacturing, contracting
and service industries. He is currently a Director of Frontier Travel Ltd, a tour operator,
Diagnosys Test Systems Ltd., a manufacturer of equipment for testing and fault finding in
electronic circuits for major international companies, West Sussex Partners Ltd, a
'Nameco' at Lloyds and House of Italy Limited, a property company. He is a Fellow of the
Institute of Chartered Accountants in England and Wales.

Richard Eldridge, Company Secretary
Richard Eldridge is a Chartered Accountant, whose experience has been primarily within
the oil and gas industry, having originally qualified as a Mechanical Engineer with Shell.
From 1989 to 1996 he was a Vice President of Chase Manhattan Bank, with executive
responsibility for oilfield service projects. In 1997 he negotiated the contract to build state
of the art waste treatment facilities for the Port of Gibraltar. These were commissioned in
2001/2. He is also the chairman of Unique Maritime Group FZC, a U.A.E. group with
operations in the Middle East, Singapore, South Africa and the USA, which supplies a
wide selection of services to the offshore industries. He has previously been a Director of
a number of public companies in the oil, gas and oilfield service industries.
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Glossary of Terms
Ballast Waters. Ballast waters is water utilised by ships, barges and other floating
structures for the flooding of ballast tanks to maintain stability
Bio-remediation/ Bio-treatment. is a process for treating liquid or solid wastes by the
application of bacteria cultures consume organic matter into carbodioxide and water.
Bunkering. Bunkering is the supply of ships with fuels and lubricants.
BOD. BOD is the amount of dissolved oxygen required for the biological oxidation of
biodegradable organic matter in waste waters.
COD. COD is the amount of dissolved oxygen required for the oxidation of chemical
contaminants in waste waters
Coagulation. Coagulation is the process where very small colloidal particles in a liquid
are joined together to form larger suspended particles.
Cu.m/hr. Cubic metres per hour
Hydrocarbons. Hydrocarbons are molecules consisting of carbon and hydrogen,
normally forming gases, oil and/or condensate which can be refined into fuels, lubricants
or chemicals.
Low Flash. Liquids combustible at lower temperatures.
High Flash. Liquids combustible at higher temperatures.
MARPOL. The MARPOL Convention is the main international convention covering
prevention of pollution of the marine environment by ships from operational or accidental
causes. It is a combination of two treaties adopted in 1973 and 1978 respectively and also
includes the Protocol of 1997 (Annex VI).
Oil Waste. Oil waste is generated from the refining, storage, transportation or utilisation
of hydrocarbons
PPM. Parts per million
Produced Water. Produced water is water combining with the hydrocarbon stream from
oil and gas reservoirs during production
Sullage/Slops. Wastewaters generated by ships, barges and other floating structures,
being principally saline bilge waters contaminated by fuels, lubricants and tanker
washings.
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Analysis of the environment
Porter’s five competitive forces model

Buyers
Rating

Rating

Threat of substitute products
3

Rivalry among existing firms
4

The industry is highly fragmented with no
dominant players. Competition varies by
service and will include direct smaller
competitors working in the same port, other
ports competing or alternative technologies.

The development of a new, more efficient
treatment technology is a risk or similarly, a
different solution to the Rig/FPSO problem
is developed by the supply chain.

5

Suppliers have limited bargaining power in
relation
to
the
collection/treatment
operations, with perhaps the exception of
fuel for the ships which will be dictated by
the market.

Industry Competitors
Rating

Substitutes

Bargaining power of suppliers

20

4

The key drivers of legislation/reputation
mean that whilst pricing is a factor, more
importantly for the customer base is the
knowledge that the waste will be disposed
of correctly.

Rating

Suppliers

Total

Bargaining power of buyers

5 Low
4 Low/Medium
3 Medium
2 High/Medium

Potential entrants
Threat of new entrants
Rating

4

New entrants could come in the form of
collection or treatment providers in
Rotterdam/Gibraltar. Others have tried to
create a solution for the Rig/FPSO problem
over the last few years, albeit without
success to date.

1 High

SWOT analysis

Strengths

Weaknesses

Nature has a strong presence in the maritime industry in what is a
technologically and knowledge driven market

The actual enforcement of legislation varies significantly by geographic
region

The CTU is a proprietary technology, with little in the way of direct
competition

Limited scope to expand market share in existing ports

The balance sheet benefits from a net cash position, the business is cash
generative and directors are committed to a 25% dividend payout ratio

It has taken time to bring the business together under a coherent Group
structure

Threats

Opportunities

The volume of shipping/oil related activity in the territories in which the Group
operates is dependent on shipping volumes

The CTU technology has a very large market opportunity, the
commercialisation of which has been limited to date

The CTU technology is slower to be accepted and rolled out by the market
than currently expected

Nature has first mover advantage in developing a global solution to ship
operators, in part through the use of JV partners

New technology/solutions are developed by competitors

Ecoscrub is another breakthrough technology, which is yet to
breakthrough in a meaningful way into the market

WH Ireland

37

NATURE GROUP

Blank page

WH Ireland

38

NATURE GROUP

Disclosures
WH Ireland Recommendation Definitions
Buy
Expected to outperform the FTSE All Share by
15% or more over the next 12 months.
Outperform
Expected to outperform the FTSE All Share by
5/15% over the next 12 months.
Market Perform
Expected to perform in line with the FTSE All
Share over the next 12 months.
Underperform
Expected to underperform the FTSE All Share
by 5/15% or more over the next 12 months.

Share Price Target
The share price target is the level the stock should currently trade at if the market were to accept the analyst’s view
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0
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herein are those of WH Ireland Ltd. and are subject to
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Nature Group
Company Overview
Nature Group specialises in complex wastewater treatment to the marine and oil sectors,
including vessel slops, tanker washings, oil waste and other waste water. Sizeable growth
potential exists from the roll out of the proprietary CTU technology and additional port
reception facilities globally.
Valuation

2010A

2011A

2012E

2013E

2014E

8.6
10.5
3.6
1.9
5.7
9.2
1.1
1.6

15.5
8.8
1.8
1.4
-7.2
-13.9
1.1
-0.3

11.7
6.1
1.5
2.1
1.9
52.7
1.0
0.4

7.8
4.3
1.2
3.2
6.0
16.8
0.9
0.2

5.9
3.0
1.0
4.3
10.0
10.3
0.8
0.2

2010A

2011A

2012E

2013E

2014E

12.4
10.6
1.8
12.4
10.6

7.2
10.0
-2.8
7.2
6.9

9.3
10.0
-0.7
9.3
8.8

13.2
10.2
3.0
13.2
12.2

0.0
0.0
0.0
0.0
0.0

2010A

2011A

2012E

2013E

2014E

6.8
17.7
2.3
-17.9
1.7
4.8
4.2
5.4
0.7
16.7
6.0
na
34.3
25.1
24.8

15.1
122.7
3.1
33.3
2.2
31.1
2.3
-44.5
0.5
-28.6
4.6
na
20.5
13.7
14.6

18.1
19.5
4.5
44.0
3.0
34.4
3.1
32.9
0.8
54.3
4.0
na
24.7
16.4
16.4

20.9
15.7
6.1
36.8
4.5
50.2
4.6
49.4
1.2
49.4
4.0
na
29.2
21.3
21.3

23.7
13.6
7.8
28.2
6.1
36.1
6.1
33.2
1.5
33.2
4.0
na
33.0
25.3
25.6

Cashflow & B/S Data

2010A

2011A

2012E

2013E

2014E

Net Assets (£m)
Net Cash (Debt) (£m)
Gearing (%)
Free Cash EPS (p)
NAV (p)

26.2
3.7
-14.1
3.9
33.5

26.7
0.9
-3.4
-2.6
34.2

28.6
1.1
-3.7
0.7
36.1

31.3
2.1
-6.7
2.1
39.6

35.0
3.8
-10.7
3.5
43.7

P/E (x)
EV/EBITDA (x)
EV/Sales (x)
Dividend Yield (%)
Cash Yield (%)
P/CFPS (x)
P/NAV (x)
PEG (x)
Returns Profile
ROCE (%)
WACC (%)
Spread (%)
CROCE (%)
ROE (%)
Income Statement Data
Revenue (£m)
Growth (%)
EBITDA(£m)
Growth (%)
PTP (£m)
Growth (%)
EPS (p)
Growth (%)
Dividend (p)
Growth (%)
Dividend Cover (x)
Interest Cover (x)
EBITDA Margin (%)
EBITA Margin (%)
PTP Margin (%)

WH Ireland Limited
11 St James’s Square
Manchester M2 6WH
T: 0161 832 2174
F: 0161 839 5706
www.wh-ireland.co.uk

WH Ireland is a member of The London Stock Exchange and is authorised and regulated by The Financial Services Authority.

