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EnGlobe Corp. (TSX:EG): Initiating Coverage  
 
 
 
 
TODAY IN HISTORY 
 
1841 - James Braid first sees a demonstration of animal magnetism, which leads to his study of the subject he 
eventually calls hypnosis 
 
1982 - The Vietnam Veterans Memorial is dedicated in Washington D.C. after a march to its site by thousands of 
Vietnam War veterans 
 
1985 - The volcano Nevado del Ruiz erupts and melts a glacier, causing a lahar (volcanic mudslide) that buries 
Armero, Colombia, killing approximately 23,000 people 
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Currency
USD 4.50% GBP 5.75%        USD 7.75% CAD/USD $1.0367
EUR 4.00% CAD 4.50% CAD 6.25% USD/JPY ¥109.8920
JPY 0.50% AUD 6.25% USD/EUR € 0.6867

DATE COUNTRY EVENT AS OF CONSENSUS ACTUAL PRIOR
11/9/2007 10:00 US U. of Michigan Confidence NOV P 80 75 80.9
11/9/2007 13:00 US Baker Hughes U.S. Rig Count 9-Nov - - 1801 1795

11/13/2007 15:00 US Pending Home Sales MoM SEP -2.50% - - -6.50%
11/13/2007 17:00 US ABC Consumer Confidence 11-Nov - - - - -15

11/14/2007 8:30 US Producer Price Index     (MoM) OCT 0.30% - - 1.10%
11/14/2007 8:30 CA Leading Indicators MoM OCT 0.30% - - 0.40%
11/14/2007 8:30 CA New Motor Vehicle Sales MoM SEP -2.00% - - 2.80%
11/14/2007 8:30 US PPI Ex Food & Energy    (MoM) OCT 0.20% - - 0.10%
11/14/2007 8:30 US Producer Price Index     (YoY) OCT 6.40% - - 4.40%
11/14/2007 8:30 US PPI Ex Food & Energy    (YoY) OCT 2.60% - - 2.00%
11/14/2007 8:30 US Advance Retail Sales OCT 0.20% - - 0.60%
11/14/2007 8:30 US Retail Sales Less Autos OCT 0.30% - - 0.40%

11/15/2007 8:30 US Consumer Price Index     (MoM) OCT 0.30% - - 0.30%
11/15/2007 8:30 CA Manufacturing Shipments MoM SEP -0.40% - - -1.70%
11/15/2007 8:30 US CPI Ex Food & Energy    (MoM) OCT 0.20% - - 0.20%
11/15/2007 8:30 US Consumer Price Index     (YoY) OCT 3.50% - - 2.80%
11/15/2007 8:30 US CPI Ex Food & Energy    (YoY) OCT 2.20% - - 2.10%
11/15/2007 8:30 US CPI Core Index SA OCT - - - - 211.714
11/15/2007 8:30 US Consumer Price Index NSA OCT 208.9 - - 208.49
11/15/2007 8:30 US Initial Jobless Claims 10-Nov 320K - - 317K
11/15/2007 8:30 US Continuing Claims 3-Nov 2565K - - 2579K
11/15/2007 10:30 US DOE U.S. Crude Oil Inventories 9-Nov - - - - -821K
11/15/2007 10:30 US DOE U.S. Gasoline Inventories 9-Nov - - - - -819K
11/15/2007 10:30 US DOE U.S. Distillate Inventory 9-Nov - - - - 98K
11/15/2007 10:30 US DOE U.S. Refinery Utilization 9-Nov - - - - 0.07%

11/16/2007 9:15 US Industrial Production OCT 0.10% - - 0.10%
11/16/2007 9:15 US Capacity Utilization OCT 82.00% - - 82.10%
11/16/2007 10:30 US EIA Natural Gas Storage Change 9-Nov - - - - 36
11/16/2007 13:00 US Baker Hughes U.S. Rig Count 16-Nov - - - - 1801

12/4/2007 9:00 CA Bank of Canada Rate Decision 4-Dec 4.50% 4.50%
12/11/2007 14:15 US FOMC Interest Rate Decision 11-Dec 4.50% 4.50%

Central Bank Rates Prime Rates 
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Metals & Mining 
 
London Metal Exchange to Explore Futures Contracts for All Minor Metals 
The London Metal Exchange will look at the feasibility of launching futures contracts on all minor metals and ferro 
alloys next year, its Chief Executive, Martin Abbott, told a conference on Monday. Abbot said contracts would only be 
launched on condition that the metals and alloys showed sufficient price volatility and liquidity; “The market must be 
large enough to trade without being dominated by one or two players and it must be possible to have a benchmark," 
he said.  Feasibility studies on minor metals will have to wait until after next April when the physically deliverable steel 
contracts will be soft-launched (tradeable on the telephone and electronically) next February. Steel contracts will not 
be traded on the exchange's open outcry system until April. 
 
 
Oil & Gas 
 
Oil Slides on Speculation 
Oil futures dropped more than $1.50 Monday amid rumors that the Organization of Petroleum Exporting Countries 
(OPEC) might agree to boost production at its next meeting in Abu Dhabi, UAE.  Prices, however, quickly recovered as 
Saudi Arabia’s oil Minister, Ali Naimi, quickly diffused the rumors.  The Minister said, “(Production will be discussed) 
when OPEC meets in Abu Dhabi, not here… This is not meant to be that kind of meeting.”  Light, sweet crude for 
December delivery fell US$1.24 to US$95.08 per barrel in afternoon trading on the New York Mercantile Exchange 
(NYMEX).  Crude oil closed at US$94.62 on the NYMEX. 
 
 
Technology 
 
IBM To Pay $5 Billion for Cognos  
International Business Machines Corp. (NYSE:IBM $101.45) said Monday it will acquire business-software 
developer Cognos Inc. (TSX:CSN $55.35) for $5 billion in cash, a move aimed at keeping up with rivals in the 
increasingly attractive field of business intelligence.  Under the agreement, IBM will pay $58 for each share of Cognos, 
an Ottawa-based software company whose products help businesses gauge their performance.  The offer represents 
a 9.5% premium over the Friday closing price of Cognos.  The deal comes as the race for business intelligence assets 
accelerates.  Just one month ago, SAP AG (NYSE:SAP $50.13), the world's largest maker of business software, 
offered $6.8 billion for business intelligence specialist Business Objects  (NASDAQ:BOBJ $60.04).  Earlier this year, 
Oracle Corp. (NASDAQ:ORCL $19.44) bought another business intelligence specialist, Hyperion Solutions, for $3.3 
billion.  The research firm IDC estimates the market for business intelligence is worth about $6.3 billion in worldwide 
software revenue. 
 
QuStream Reports Q3 Results 
QuStream Corporation (TSXV:QVC $1.60) yesterday reported Q3 financial results.  The company reported $7.8 
million in revenue, up 22% from this time last year and up 21% from last quarter.  Gross margins were flat at 55% and 
net income was $0.4 million ($0.02 per share) up from $0.3 million ($0.02 per share) this time last year and up from a 
net loss of $0.03 ($0.00 per share) last quarter. 
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remediation solutions for land that has been contaminated with 
hydrocarbons, creosote, PCBs, PCPs chlorinated solvents or TCE.  
These solutions can be implemented either on or off site at one of 
Biogénie’s 10 treatment facilities.  This division has its own 
laboratories and centralized technical services team.  It performs 
R&D to continuously come up with even more solutions for its 
clients. Biogénie has successfully remediated over a thousand sites 
including former oil refineries, manufactured gas plants, petroleum 
depots and wood treatment sites that together represent millions of 
tons of contaminated material (soil, sludge and other waste).  

 
Frozen Tundra 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Biogénie Soil Treatment Facility, Saviktok, NWT 

Northern Exposure – Many of these sites are located in the 
Canadian North; Biogénie has developed a unique (among its 
competitors) northern region expertise as it has completed a great 
number of remediation projects in that area of the world.  These 
projects are usually found in very remote areas that have harsh 
climatic conditions.  As often as not, the work is performed on land 
inhabited by native peoples.  The projects themselves demand great 
logistical and technical skills in addition to the ability to communicate 
and partner with the local population.  Biogénie’s people have all 
these skills; this division works under these conditions on a regular 
basis.  The land in the north has been contaminated by mining and 
oil exploration and production and the presence of military 
installations.  Sometimes, Biogénie will have to transport the 
contaminated soil off-site to treat it.  Contaminants include PCBs 
asbestos and lead.  North of 60°, Biogénie has remediated former 
diesel electric power stations, meteorological stations, marine 
lighthouses, petroleum depots, radar stations, military facilities and 
pipeline spill sites.    

 Biogénie serves both public and private clients in North America and 
western Europe.  It has performed its remediation services for major 
petroleum, industrial, real estate and utility companies there in nine 
main categories as follows:  

 
 
Clientele 

1. Petroleum –  Esso (Canada), Exxon Mobil (Canada), Imperial Oil 
(Canada), Ultramar Diamond Shamrock (USA and Canada), 
Conoco (USA), Petro Canada (Canada), Sunoco (Canada), 
Texaco (Canada), Shell (USA and Canada), Chevron Resources 
(Canada), Pennzoil (UK).  This sector has been a core focus of 
Biogénie since its inception and this division provides SAR 
services to the upstream, midstream and downstream segments 
of the oil and gas industry.  It has done work on oilfield and 
battery sites, oil refineries and petroleum depots over the years. 

 2. Utilities – Bell Canada, Hydro Quebec, Northwest Territories 
Power Corporation, James Bay Energy Corporation (Canada), 
Public Service Electric and Gas (USA), Gaz de France.  Biogénie 
has worked on both manufactured gas plant and power plant 
sites (including diesel power plants). 

 3. Industrial/Manufacturing – ICI (Canada), Bell Industrie 
(France), Petromont (Union Carbide) (Canada), Hydro-Agri 
(France), Pittsburgh Plate Glass (Canada), British Sugar (UK).  
This division has done remediation work for a number of 
industries including pharmaceutical, petrochemical, paint 
manufacturing, steel and coke works, mining, shipbuilding and 
sugar refining.  When industrial properties get bought and sold, 
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Biogénie is called to estimate on, and then remediate, 
contaminated soil so that the transaction can take place. 

 4. Government – Ontario Ministry of Natural Resources, Canadian 
Ministry of Defense, Canadian Ministry of Natural Resources, 
Canadian Coast Guard, Canadian Ministry of Indian and 
Northern Affairs, Environment Canada, Fisheries and Oceans 
Canada, France Ministry of Defense, Public Works Canada, 
Minnesota Pollution Control Agency, City of Paris.  The type of 
projects Biogénie has completed for governments varies widely 
from former military radar stations, to petroleum depots, marine 
lighthouses and wood treatment sites. 

 5. Transportation – CN, SNCF (France), Procor (Canada), 
Transport Canada.  Biogénie provides services for the 
remediation of both public and private rail transport 
organizations.  This division has worked rail freight terminals and 
railway yards where locomotive maintenance and refueling 
operations have occurred for decades with no thought to fouling 
the soil where they were located.  Contaminants found in these 
yards are PAHs and PCPs that can be bioremediated.  Biogénie 
successfully completed one of the largest bioremediations in the 
United Kingdom when it treated 220,000 tons of diesel fuel and 
PAH contaminated soil on the former Stratford rail station site.  
This site will now become an international train station on the 
Channel Tunnel Rail Link between Paris and London.  

 6. General Contractors – Construction UK Limited, Northstar 
Environmental (USA). 

 7. Real Estate Redevelopment – Complexe Multi-Sport (Canada), 
Westbury Holmes (UK).  Biogénie turns contaminated sites into 
productive properties, allowing for property sale and/or 
redevelopment.  The division provides real estate developers, 
builders and entrepreneurs guaranteed fixed-price remedial 
solutions.  In the real estate development world, that is true value 
added.  Biogénie also plans and carries out remedial 
construction work for these clients.  It cleans up brownfields and 
public and private/commercial industrial sites. 

 8. Wood Treatment – Bell Canada, Minnesota Pollution Control 
Agency, SNCF (France).  In this category, Biogénie treats PCP 
and creosote contaminated soil in wood pole storage yards and 
wood treatment facilities.  Back in the day before pressure 
treating, utility poles were treated with this junk to slow down the 
pace at which they aged to due the elements.  Today, there is 
great demand for Biogénie’s biological treatment of the soil in 
these facilities. 

 9. Hazardous Sludge – Petromont, Ultramar, Esso, Petro Canada.  
The petroleum and petrochemical industries generate more than 
their fair share of sludge.  Landfill regulations and environmental 
concerns about the health risks this sludge poses to the public 
force the executives responsible for hazardous waste 
management at these companies to look for cost-effective and 
environmentally-sustainable treatment options.  Biogénie 
provides the answers they are looking for.  It has treated sludge 
containing 420,000 parts per million of petroleum hydrocarbons 
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 Clearly GSI and Biogénie will provide the lion’s share of Englobe’s 
revenues for the foreseeable future.  Keeping this fact in mind, when 
we discuss the market for the Company’s services, we need not only 
discuss the eastern Canadian market for biosolids and source 
separated organic waste, the Canadian market for high nutrient 
humus or compost (GSI’s output) and the market for contaminated 
soil in Canada, the northeastern United States, the United Kingdom 
and France because we believe that over the coming years, 
EnGlobe will expand in its ability to provide both its OWM and its 
SAR services outsides its present boundaries. 

 In terms of biosolids and SSOs, as the population of eastern 
Canada grows and landfill sites fill up, the demand for treatment of 
organics will continue to grow.  In Ontario and Quebec, there is 
already a waste management crisis.  Together, these two provinces 
generate almost 65% of the material solid waste produced across 
all of Canada.  Approximately 23 million tonnes of waste is 
generated in Ontario and Quebec each year; this number is 
growing fast and is non-seasonal and non-cyclical in nature.  At the 
same time, the two provinces are running out of disposal capacity 
as shipping waste across the Canadian border to the United States 
becomes less and less viable and landfill capacity at home 
continues to decline.  40% of all waste generated by the 
homeowner is organic and can be composted.  This is upwards of 
four million metric tons per year.  If we include government, 
industrial and commercial activity, this number runs between six 
and nine million metric tons annually. 

 For the first time in 2006, the environment became the primary 
public policy concern for Canadians, and this is consistent with 
trends observed in both Europe and the United States.  There 
exists a growing awareness of the escalating waste management 
problem in Ontario.  Landfill capacity is becoming scarce and the 
general public and government are looking for a more 
environmentally friendly alternative to address waste management 
needs.  Burning it just releases toxins and carbon dioxide into the 
atmosphere.  EG is well positioned to help handle the organic 
waste by offering composting as a solution.  Composting 
technology is both proven and affordable and it produces a safe 
usable end product (high nutrient humus) without the greenhouse 
gases that result from other alternatives.  Incineration and landfill 
contribute to increased climate changing greenhouse gases, while 
composting absorbs and reduces carbon dioxide equivalents 
(eCO2) in the atmosphere.  To treat one metric ton of waste, 
incineration produces 0.26 metric tons more eCO2 than 
composting.  Believe it or not landfills are worse; they add 1.04 
metric tons of eCO2 to the atmosphere more than does 
composting. 

 
Three times the municipal waste needs to be 
diverted! 

As far as we are concerned, demand for GSI’s services will outstrip 
its ability to treat and compost this waste, and this demand will 
cause both the quantity of waste treated and the price of both 
treatment and disposal to increase.  Both Ontario and Quebec are 
trying to divert at least 60% of their municipal waste from landfills by 
2008.  This is three times the level of diverted waste at the 
beginning of this decade.  To meet these targets, composting of 
SSOs is a must.  In other words, EnGlobe is at exactly the right place 
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at the right time, especially if it is successful in setting up a 
composting facility in Ontario (which will reduce transportation 
costs).  At present, most of Ontario generated SSOs and biosolids 
are trucked to Quebec for treatment.  Put simply, this waste 
management crisis presents a great opportunity for EnGlobe.   

 The market for GSI’s eco-products (read high nutrient compost) is 
also very large and getting bigger as the Canadian population ages 
and turns to gardening as one of the hobbies that is gaining in 
popularity.  Besides the retail consumer, landscapers, landfill 
operators, farmers and soil treatment companies (including 
Biogénie) will buy GSI’s output. 

 Even though Biogénie has stiff competition there would seem to be 
no end to the amount of soil in North America, France and England 
that has been contaminated.  The Canadian federal government 
has a new initiative to clean up and remediate the soil around 
former radar stations in the arctic.  This is a perfect example of the 
demand for Biogénie’s services.  In Canada, there are over 50,000 
urban brownfield sites and Natural Resources Canada estimates 
another 27,000 abandoned mines that need to be cleaned up, 
which carry literally billions of dollars of potential remediation 
liability for their owners.  The federal government will spend $4 
billion to clean up government sites (including the aforementioned 
radar outposts) over the next five years.  In addition to this, the feds 
have made a 10 year $500 million commitment to clean up specific 
contaminated sites of concern across the nation for which it has 
shared responsibility. The federal government has also made a 
$300 million allocation for the Green Municipal Funds, half of which 
is ear-marked for municipal clean up and redevelopment of 
brownfields.   Just last February in Quebec, the provincial 
government announced that it would spend $333 million over the 
next 10 years to rehabilitate some of its abandoned mines and 
other contaminated sites.  Not to be outdone, Ontario has also 
committed $10 million annually over the next six years to do the 
same.  In Alberta, there exist several thousand square kilometres of 
boreal forest that have been contaminated as a result of surface 
mining and oil sands development.  Biogénie has demonstrated its 
expertise in cleaning up this kind of mess. 

 Globally, there are over 1.7 million contaminated sites that have 
been identified and that will require cleanup.  Based on current 
estimates, the costs to clean up these sites ranges from US$12 
billion to US$35 billion; it is difficult to evaluate this market more 
accurately as many countries have not undertaken a 
comprehensive identification of their contaminated sites to 
determine the extent of contamination and the required cost to 
clean it up.  The United States is possibly the only country that has 
undergone extensive assessment of contaminated sites, and it has 
only done this for federally owned land.  

Big Numbers! Today, North America, western Europe, Japan and Australia are 
the dominant international markets for soil remediation, but 
emerging economies such as those in eastern Europe, Latin 
America and Asia (read China) will add to the following numbers 
over the coming decades:   



14 – EnGlobe Corp. November 13, 2007 
 

Northern Securities Inc. David Brill (416) 644-8164 

 Table 1: United States 

 Number of Contaminated Sites: 450,000 to 500,000. 

Value of Current Market: US$10 billion per year (one-third of global 
demand). 

Future Potential: US$650 billion over the next 30 years. 

Key Client Areas: Private sector (hydrocarbon industry and urban 
brownfield redevelopment) and federal 
initiatives (Department of Defense [DOD] and 
Department of the Environment [DOE]) 

Main Market Drivers: US Superfund law, Brownfields Revitalization 
Act, new underground storage tank regulations, 
real estate development activity and federal 
clean up programs. 

Main Market Opportunities: Underground storage tanks, remediation of 
construction sites, site assessment, remedial 
design, in-situ treatment and less complicated 
and costly approaches to soil remediation, 
smaller sites not on DOD and DOE lists, 
technologies to manage solvents, petroleum 
products and metals.  

 Source: Industry Canada (http://strategis.ic.gc.ca/epic/site/ea-ae.nsf/en/ea02201e.html) 

 Table 2: Western Europe 

 Number of Contaminated Sites Over 600,000. 

Value of Current Market €50 billion over the next 50 years. 

Future Potential 0.5% to 1.5% of all European GDP per annum. 

Key Client Areas Agricultural sector, industrial plants, land 
developers and municipalities. 

Major Market Drivers Strict regulations and permitting processes for 
industrial sites, liabilities in mining, building, 
regional and urban planning codes and soil 
conservation acts. 

Main Market Opportunities Localized contamination and acidification from 
abandoned industrial plants and the land they 
sit on, past industrial spills improper municipal 
and industrial waste management and 
brownfield redevelopment.  

 Source: Industry Canada (http://strategis.ic.gc.ca/epic/site/ea-ae.nsf/en/ea02201e.html) 

 Table 3: Japan 
 Number of Contaminated Sites Over 500,000. 

Value of Current Market US$1.2 billion over the next 50 years. 

Future potential Estimated to grow to $3 billion by 2010. 

Key Client Areas Industrial plants using toxic substances and 
buyers in real estate transactions. 

Major Market Drivers Soil Contamination Countermeasures Law, 
Real Estate Appraisal Standard and the Law of 
Housing Site and House Transactions. 

Main Market Opportunities Site assessment/soil testing and technologies 
for oil contamination, bioremediation, in-situ 
technologies that permit the surface structure 
to remain intact and hazardous wastes (mostly 
from dry cleaning and gas stations).  

 Source: Industry Canada (http://strategis.ic.gc.ca/epic/site/ea-ae.nsf/en/ea02201e.html) 
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 Table 4: Australia 
 
 
Down Under 

Number of Contaminated Sites 160,000. 

Value of Current Market Unassessed. 

Key Client Areas Property transactions and abandoned mine 
rehabilitation. 

Major Market Drivers Federal Guidelines for the Assessment and 
Management of Contaminated Sites, Provincial 
Acts, landfill restrictions and potential liabilities 
in business and property transactions. 

Main Market Opportunities Demand for solutions to address land 
contaminated with metals, chemicals and 
agricultural chemicals.  Major sources of 
contamination are: industry, mining, 
underground storage tanks and municipal 
wastes.  In-situ treatment technologies, 
bioremediation, soil washing and thermal 
desorption.  

 Source: Industry Canada (http://strategis.ic.gc.ca/epic/site/ea-ae.nsf/en/ea02201e.html) 

 United Kingdom 
 The United Kingdom has mandated that a portion of all new homes 

built there must be on formerly impaired sites that have been 
rehabilitated, while making it much more difficult to dispose of 
contaminated soil.  Governments in both the UK and Europe are 
encouraging soil clean up, to make former industrial sites suitable for 
redevelopment because they need the land.  The economics of 
urban land development in Europe is making site reclamation not 
only an option, but also a necessity. 

 In both Canada and Europe, disposal prices for contaminated soil at 
landfills are increasing, making it more economic to treat and reuse 
soil.  With any degree of marketing at all, Biogénie’s 10 soil 
treatment facilities will be working 7-24, climate permitting, for the 
foreseeable future. 

 Oh Canada… 

 Here at home, the market for remediation has been estimated at 
between $250 million and $500 million.  This estimate represents the 
size of the market for clean-up services and technologies only and 
does not include the value of the land for sale or redevelopment or 
any subsequent investment.  And we believe this number will grow 
significantly due to the following factors: 

  Federal and provincial government initiatives mentioned above. 
  The significance of brownfield redevelopment has picked up 

momentum as municipalities attempt to get the private sector 
involved.  This could add $50 to $200 million a year to this part of 
the remediation market. 

 In 2004, Statistics Canada reported total revenue from waste 
management and remediation services in Canada at $3.7 billion.  
Eight percent or $300 million of that total was for the export of 
Canadian expertise in the sector. 

 The net profit margin on these services is approximately 5% as the 
industry is mature and there are many competitors. 

 What Drives Remediation Markets? 
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 There are three principle drivers for worldwide remediation markets: 

 1. Regulation/legislation – All booms in the remediation market 
correspond with the introduction of new regulations or legislation 
from the government or governments with power over the 
jurisdictions involved.  Rarely will the private sector clean up 
contaminated soil without being forced by law to do so. 

 2. Economics – Having said that, the real estate market and 
increase in the demand for land will help to make the clean up of 
brownfields economically feasible. 

 3. Funding – From federal, provincial and or municipal 
governments.  The sector is dependant to varying degrees on 
external funding from government (read subsidies) to help 
reduce the cost of remediation.  This funding, along with market 
conditions for real estate, can often determine whether the clean 
up of a given site is, or is not, economically feasible. 

 Right now in Canada a full 90% of revenue from soil remediation 
comes from industrial clients, particularly large industry.  But, you 
may be interested to know, these industries have a greater 
willingness to undertake clean up projects than do the governments.  
The main potential clients for this division of EnGlobe are as follows: 

  Large industry (oil and gas including gasoline retailers who may 
also be clients of Tanknology, electricity generation, steel 
manufacturing, pressure treatment of wood products, chemical 
manufacturing, mining and pulp and paper). 

  Medium and small industry (drycleaners, manufacturing sites, 
resource processing sites, independent gasoline retailers) 

  Land developers (brownfield reclamation) 
  Provincial governments 
  Municipal governments 
  The federal government (federal lands clean up, including 

laboratories, military bases, ports and harbours, airports, 
abandoned mines and reserve lands).  

 There are a number of trends that will influence the soil remediation 
market in the future.  They are: 

  Increasing awareness by governments and the public of the extent 
of contaminated land worldwide and the potential negative 
economic and health effects that follow. 

  Increasing amount of both regulation and legislation of 
contaminated lands. 

  Stricter regulations regarding toxic sites and the threat of legal 
liability stemming from their existence. 

  Stricter landfill restrictions for contaminated soil. 
  Escalating waste disposal costs. 
  Increasing prices of real estate. 
  Increasing knowledge of both the scope and the complications of 

leaking underground storage tanks, 
  Increasing requirements for a site assessment and clean up 

before approval of capital borrowing to purchase industrial or 
commercial land. 
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  Growing population base (which both produces more 
contaminants and needs more clean land on which to live). 

  Municipalities offering more and greater tax incentives for 
brownfields redevelopment. 

  Increased federal funding and commitment for remediation of 
contaminated land, urban brownfields and waterfronts. 

 All of the above point to more demand for land clean up as the years 
go by, both in Canada and around the world.  

  
Competition For Your Trash As can well be imagined, EnGlobe’s competitors consist of 

corporations that provide some of the services offered by all three of 
the Company’s divisions.  As it happens, not one public corporation 
exists that provides all the services EnGlobe does.   

 
Barriers to Entry 

Tank Testing – In terms of tank testing and calibration, there are 
very few competitors in the market with Tanknology.  Some of the 
larger petroleum companies do have their own in house divisions 
that take care of this function for them.  The proprietary technology 
that Tanknology has licensed from Total Meters Services Inc. of 
Vaughn, Ontario, for use in the United States and Canada, provides 
Tanknology with an effective barrier to entry into this business. 

 
 
 
OWM 

Organic Waste Management is a bit of a different story.  While 
obtaining the necessary approvals and permits from municipal and 
provincial governments is a very real barrier to entry into this 
business, there are a number of small regional based companies 
that treat SSOs or biosolids for recycling, but not both.  The second 
barrier to entry into this part of EnGlobe’s business is the capital cost 
of the equipment needed to treat biosolids and/or compost organic 
waste.  Many municipalities would like to control the waste streams 
they create to try to divert garbage away from landfills that are 
quickly filling up, and some do just that, but they do not have the 
flexibility or money needed to treat a variety of different organic 
waste streams from multiple sources and so they are forced to 
outsource this function.  Competition also comes from the disposal 
of organic waste in landfills or incineration.  But, as mentioned 
above, landfills are filling up quickly and new sites are expensive to 
buy.  Incineration has high operating costs and is an environmental 
disaster as it adds both toxic chemicals and greenhouse gases into 
the air in a world that is now very concerned with the effects these 
gases have on global climate change.  Clearly, composting is the 
answer, and GSI does it better than anyone.  Having said that, GSI 
does have one major competitor here in Canada: 

 Conporec Inc. (CNP-V; “Conporec”) possesses a range of patented 
technologies to produce compost out of the organic materials found 
in municipal solid waste (MSW), otherwise known as the trash you 
throw out every day, as well as in various types of organic waste as 
follows:  

  SSOs   
  Residential, commercial and institutional food waste  
  Yard waste 
  Green waste  
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  Manure 
  Biosolids 
  Bioliquids  
  Pulp and paper industry sludge  
  Agri-business industry sludge  

 Conporec sells 90% of the compost produced at its Sorel-Tracy 
facility in bulk to a provider that mixes it with other soil amendments 
to create its (the provider’s) own products that it then sells into the 
retail marketplace.  Unlike GSI, Conporec does not want to access 
the retail market directly because of marketing fees and the costs of 
other resources needed to do so.  Conporec has no issues selling 
everything they can produce to the provider.  The rest of the humus 
(10%) is sold out of the Sorel-Tracy plant and distributed locally to 
farmers, landscapers and private citizens for use in landscaping their 
properties. 

 Conporec implements projects based on the following 3 business 
models:  

 
Scary! 

Build, Own and Operate – BOO:  Conporec owns and operates the 
facility under a long-term agreement. The financing of the plant can 
be i) the sole responsibility of Conporec, ii) arranged via a joint 
venture company with an investing partner, or iii) implemented 
through a private-public partnership (PPP).  

 
Conporec gets the BOOT 

Build, Own, Operate and Transfer – BOOT:  BOOT projects are 
identical to BOO projects except that the facility will be transferred by 
Conporec back to the community for which it was built at a pre-
determined date in the future. Under a BOOT project, the financing 
of the plant can also be the sole responsibility of Conporec or it may 
be shared with other entities. 

 Turnkey:  When doing turnkey projects, Conporec’s responsibility is 
to perform the design, procurement and construction management 
on behalf of the client.  Under this model, clients take over the 
financing as well as the operation and maintenance of the facility. 

 Recent Stock Price:  $0.16 
Market Cap:  $20.3 million 
Location:  Boucherville, Quebec 
Number of Employees:  45 
TTM Revenue:  $7.73 million 
TTM Earnings:  $2.47 million ($0.00 per share)  

 Source: Company reports 

 
 
 
SAR 

Site Assessment and Remediation – It is our opinion that 
Biogénie’s SAR subsidiary faces the most competition from among 
the three divisions that make up EnGlobe.  While permits required 
for off-site soil treatment are required and extensive knowledge of 
treatment processes and procedures provide some deterrence to 
potential entrants into this industry, this business does not require 
the kind of capital investment needed to treat organic waste that 
helps to protect GSI from potential competitors.  Therefore, 
competition can be found in this business.   

 There are a number of large and diverse companies in Canada that 
offer a broad range of services for various levels of soil 
contamination.  The investor should know that the number of firms 
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involved in remediation has grown a full 26% since 2000.  Most of 
these firms are, like EnGlobe, diversified with only a portion of their 
revenue coming from soil remediation technology and services.  This 
allows them to be flexible to market signals and ride out inevitable 
downturns in the soil cleanup game.  This high level of domestic 
competition has, consequently, created a Canadian market with 
lower margins.   Off-site treatment of contaminated soil includes the 
use of secure authorized landfills and incineration (Bennett 
Environmental Inc. [TSX:BEV]) and all of the environmental hazards 
that come with that.  Some companies offer on-site treatment and 
use bioremediation (as does Biogénie), chemical oxidation, air 
parging and sonic destruction (Sonic Technology Solutions 
[TSXV:SNV]).  

 What the investor needs to know is that while Tanknology has 
virtually no competition in Canada, and GSI has only to deal with 
small regional players who either treat biosolids or SSOs but not 
both, Biogénie has a large number of competitors both in Canada 
and around the world vying for a piece of the soil remediation market 
each and every day.  We present two here for your consideration: 

 CCS Income Trust (CCR.UN-T; “CCS”) provides energy and 
environmental waste management services.  The trust services the 
global energy and environmental sectors through four major 
divisions, one of which, HAZCO Environmental & Decommissioning 
Services (“Hazco”), competes with Biogénie in the soil remediation 
business.  Hazco represented 19.95% of CCS’s 2006 revenue and 
27.85% of its 2006 EBITDA. 

 Hazco provides a wide-range of specialized services including: 
emergency response, environmental remediation, decommissioning, 
waste services, environmental construction, environmental 
technologies and sulphur services. 

 Hazco operates a network of industrial landfills, bioremediation 
facilities and hazardous waste transfer stations that span western 
Canada.  HAZCO provides its services throughout Canada and Peru 
and it provides select services in the United States and other 
international markets. 

 Recent Unit Price: $45.14 
Distribution Per Unit: $2.10 
Market Cap: $2.36 billion 
Location: Calgary, Alberta 
Number of Employees: Approximately 900 employees.  CCS Income 

Trust has approximately 3,500 employees in total. 
TTM Revenue: $1.855 billion 
TTM Earnings: $117.79 million, $2.31 per share  

 Source: Company reports 

 Quantum Murray LP (“QM”) is a leading full service, national 
decommissioning and environmental remediation firm. It was formed 
in December 2006 by the merger of Quantum Environmental and 
Murray Demolition.  QM specializes in hazardous materials 
abatement, site decommissioning and remediation, and the 
treatment of soil, water and other waste materials. QM is a nationally 
recognized leader in the clean up and rehabilitation of commercial 
and industrial sites and facilities.  QM is owned by its management 
team (36%) and the other 64% is owned by Newport Partners 
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Income Fund (TSX:NPF.UN-T; “Newport”).  Newport is a business 
trust that holds ownership interest in 19 Canadian companies 
(including QM) in the financial services, marketing and industrial 
sectors.  

 QM’s services include the following: 
  Transportation of hazardous and non-hazardous soil, construction 

debris, PCB waste and liquid industrial waste  
  Storage tank removal and restoration  
  Groundwater treatment  
  Vacuum truck services  
  On-site screening of soil  
  Turnkey civil contracting services   
  Industrial waste management  
  Brownfield remediation 

 As of Q2-07, Quantum Murray represented 24.5% of Newport’s 
EBITDA. 

 Recent Unit Price:  $5.05 
Distribution Per Unit: $1.00 
Market Cap:  $207.1 million 
Location: Toronto, Ontario 
Number of Employees: Over 700.  Newport has 48 employees. 
TTM Revenue for Newport: $511.3 million 
TTM Earnings (Loss) for Newport: ($71.3) million; ($1.91) per share  

 Source: Company reports 

  

Directors and Management Michael Harris, Chairman of the Board, Member of the Corporate 
Governance and Compensation Committee 

 Mr. Harris has served as a director of EnGlobe since March of 2004.  
He is currently a Senior Business Advisor at Goodmans LLP and 
acts as a consultant and advisor to several other Canadian 
companies.  Prior to joining Goodmans, Mr. Harris was the Premier 
of Ontario and the leader of the Ontario Conservative Party from 
1995 to 2002.  Other boards on which he serves as a director include 
Magna International Inc., Canaccord Capital Inc. and FirstService 
Corporation. In addition, Mr. Harris chairs the Board of Trustees for 
the Chartwell Seniors Housing REIT.  He presently serves as a 
Director of the Tim Horton Children’s Foundation and the Mount 
Royal College Foundation.  Mr. Harris is a Senior Fellow of the 
Fraser Institute. 

 Tony Busseri, President, Chief Executive Officer and Director 
 Mr. Busseri was hired as the Company’s President and Chief 

Executive Officer in October of 2004 and has been a director since 
April of 2005.  Prior to joining EG, Mr. Busseri served as the Managing 
Partner of Growth Equity Partners, a human capital advisory services 
firm and private equity fund focused on transformational business 
initiatives and opportunities.  Mr. Busseri co-founded Waste Services 
(formerly, Capital Environmental Resource Inc. [NASDAQ:WSII; 
“WSII”]) in June 1997.  He was WSII’s Chairman of the Board of 
Directors and Chief Executive Officer from June 1997 to August 2000.  
WSII provides non-hazardous solid waste management services in 
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secondary markets in Canada and the United States.  Mr. Busseri 
holds an HBA degree from the University of Western Ontario.  He is a 
Certified Management Accountant.   

 Kevin O'Leary, Director, Chairman of the Corporate Governance and 
Compensation Committee, Member of the Audit Committee 

 Mr. O'Leary is currently a Managing Partner at North Coast Capital 
LLC (since November 1999), a Boston-based private equity firm that 
specializes in management-led leveraged buyouts.  Prior to that Mr. 
O’Leary was Vice-President of Mattel from May to November 1999 
and President of The Learning Company from January 1994 to May 
1999.  Mr. O'Leary is also a co-host of the Business News Network 
(formerly Report on Business Television) program "Squeeze Play".  
He serves on the advisory board of The Richard Ivey School of 
Business at the University of Western Ontario and is a member of the 
investment committee of Boston's 107-year-old Hamilton Trust. He 
was a founding partner in Special Event Television.  Mr. O'Leary was 
also a co-founder and President of SoftKey Software Products Inc. 
that led an industry consolidation to become the world leader in the 
development of educational, reference and home productivity 
software.  Mr. O’Leary has served as a director of EnGlobe since 
March of 2004.   

 Allen Clarke, Director, Chairman of the Audit Committee 
 Mr. Clarke currently acts as a consultant to financial institutions on the 

design and implementation of financial products, and to public 
companies on corporate governance.  From 1999 to 2004, he was the 
founder, CEO and Chief Investment Officer of Opus 2 Financial, an e-
commerce investment portfolio company.  Prior to that, between 1995 
and 1999, Mr. Clarke was Vice Chair of AGF Trust and Senior Vice 
President at AGF Funds, where he was responsible for marketing and 
new product development.  Before his tenure at AGF, he was a 
director at Richardson Greenshields, where he was responsible for 
asset management and the Sovereign Wrap product.  Before 
Richardson Greenshields, Mr. Clarke was the Senior Vice President, 
Trusts and Investments for Central Guaranty, managing the Private 
Client Trusts, Pension Trusts and the Corporate Trust divisions.  Mr. 
Clarke has also been a Director and Treasurer of Biotech Canada and 
Virtek Vision and is an Honorary Trustee of the Royal Ontario 
Museum.  He has been a director of EnGlobe since March of 2004. 

 Aline Belanger, Chief Financial Officer 
 Ms. Belanger joined EnGlobe in August of 2007 after a stint as Vice 

President of Finance for a partnership of two major energy 
corporations called Avestor.  Prior to that, she was the Vice 
President, Corporate Controller and Assistant Corporate Secretary 
for CAE Inc.  Ms Belanger has also worked in public practice with 
Ernst & Young and Price Waterhouse Coopers.  Ms. Belanger has a 
Bachelor of Commerce degree from McGill University.  She holds a 
Masters Of Business Administration degree from the Edinburgh 
School of Business of Heriot-Watt University, Scotland, and is both a 
Chartered Accountant and a Certified Public Accountant. 

 Pierre Filiatrault, Chief Operating Officer, Organic Waste Management 
 Prior to being appointed Chief Operating Officer in 2005, Mr. 

Filiatrault was EnGlobe's General Manager for Eastern Canada.  He 
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joined EnGlobe’s subsidiary GSI Environment Inc. in 2003 and led 
the integration of Les Composts du Québec Inc.  A leader in the 
management and direction of environmental companies since 1991, 
he has been responsible for the acquisition, restructuring and 
integration of six different environmental companies including 
Services Matrec Inc.  Mr. Filiatrault holds a Bachelor of Arts degree 
in Economics from the University of Sherbrooke in Quebec. 

 Benoît Cyr, Chief Development Officer 
 Prior to its merger with EMS, Mr. Cyr was the President of Biogénie, 

the company he co-founded in 1986.  As President of Biogénie, he 
was responsible for the development and the execution of the 
company’s strategic plan as well as driving its rapid growth through 
significant investment in research and development.  Mr. Cyr holds a 
Masters degree in Rural Engineering from Université Laval. 

 Jean-Luc Sansregret, Chief Operating Officer, Site Assessment and 
Remediation 

 Mr. Sansregret was formerly a Vice President of Biogénie, where he 
was responsible for the Finance and Administration departments 
and where he managed major projects and human resources as well 
as corporate and legal affairs.  He also supervised Biogénie’s offices 
and business centres.   Mr. Sansregret co-founded Biogénie with Mr. 
Cyr in 1986.  He holds a Masters degree in Biology from Université 
Laval. 

  

Risk Factors Supply Risk 

 The products, equipment and components that the Company uses 
in all three of its divisions come from outside suppliers.  In the event 
an existing supplier becomes unavailable, or the costs and/or quality 
of the supply become unacceptable to EnGlobe, the Company may 
be exposed to supply risk.  If the Company is unable to obtain the 
required product, equipment or components on a timely basis or at 
commercially reasonable prices, the Company’s business, financial 
condition, results of operation and cash flow could be materially 
adversely affected.  This in turn, could cause the price of the stock to 
decline. 

 
Competitive Pressures 

 As mentioned earlier the Company experiences a differing level of 
competition in each of its three divisions.  In the Site Assessment 
and Remediation service division (Biogénie), competition comes 
from a number of large and diverse companies offering a broad 
range of decontamination services.  In the organic Waste 
Management division (GSI), competition is primarily from a number 
of small regional based companies or municipalities, which do not 
have the capacity that GSI does.  In the Tank Testing and Calibration 
division (Tanknology), competition is limited to a few service 
providers including in-house divisions of larger petroleum 
companies.  The strength of competition is determined by a number 
of factors, including access to capital, quality of workforce, permits 
and approvals, and technology.  Local and regional governments, 
including municipalities, may have financial competitive advantages 
because tax revenues are available to them.  These governments 
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may attempt to impose restrictions that would give them other 
competitive advantages over EnGlobe.  Other private competitors 
may also reduce their prices to expand their own sales volume and 
to win business when they are bidding for waste treatment contracts.  
If and when this kind of pricing pressure occurs, the Company may 
be required to reduce its prices to attract or retain its customers, 
which may result in a negative impact to the Company’s revenue 
and margins, and ultimately its stock price.  

 
Unpredictability of Price and Supply of Fuel and Utilities 

 Fuel and utilities make up a significant proportion of EnGlobe’s 
expenses.  Consequently, fluctuations in the availability and cost of 
fuels and utility services could affect the Company’s operating 
expenses, its bottom line and the price of its stock. The price and 
supply of fuel and utilities is unpredictable and fluctuates based on 
events outside EnGlobe’s control.  Geopolitical developments, 
supply and demand for oil and gas, war and unrest in oil producing 
countries, regional production patterns (for example hurricanes 
affecting petroleum refineries in the Gulf of Mexico) and, lately, 
environmental concerns can all affect both the fuel and utility 
markets.  Any of these factors could cause either the price of fuel to 
rise (and has), or a reduction in the supply of utility services, or both, 
which will increase EnGlobe’s operating expenses and which will 
have a negative impact on the Company’s consolidated operating 
results and cash flow.  EnGlobe will, from time to time, attempt to 
offset increased fuel costs or utility services through the 
implementation of surcharges or other charges to clients.  However, 
the Company may not always be able to pass on all of the increases 
in fuel or utility costs due to the terms of certain customers’ contracts 
and/or the then prevailing market conditions, in which case its stock 
price may suffer, if only in the short term.  

 
Changes in Legislative and Regulatory Requirements 

 Stringent government regulations at the federal, provincial, regional 
and local levels in Canada and in foreign jurisdictions have a 
fundamental and substantial impact on EnGlobe’s business.  A large 
number of complex laws, statutes, regulations, rules, orders and 
interpretations govern environmental protection, health, safety, land 
use, zoning, transportation and operations in regards to this 
Company.  Such legislative and regulating requirements and any 
changes in said requirements may restrict the Company’s operations 
and adversely affect its financial position, results of operations and 
its cash flow by imposing certain new conditions on it.  For example, 
limitations on locating and constructing new waste facilities or 
expanding or changing existing facilities, limitations, regulations or 
levies on collection and disposal prices, rates and volumes, and/or 
limitations, bans or restrictions on collection, disposal or 
transportation of waste or certain categories of waste, including 
organic and contaminated waste, could and would cause EnGlobe 
to change the way it does business and conceivably make it more 
expensive to do so.  Regulations affecting the location, design, 
development, operation and closure of soil treatment, composting or 
other waste facilities could require EnGlobe to undertake 
investigatory or remedial activities, curtail operations or close 



24 – EnGlobe Corp. November 13, 2007 
 

Northern Securities Inc. David Brill (416) 644-8164 

landfills or facilities temporarily or permanently. Future changes in 
these regulations may require EnGlobe to modify, supplement or 
replace equipment, personnel or facilities. The costs of complying 
with these regulations could be substantial. Compliance by the 
Company with applicable regulatory requirements is costly but 
failure to adhere to existing or future regulatory requirements would 
cost even more.  Bottom line: waste disposal and treatment is a very 
highly regulated industry in Canada, the United States, England, 
France and anywhere else in the developed world.  The cost of 
complying with these regulations and statutes (not to mention 
licensing) is high; it can get higher if regulations are changed.  In this 
case, EnGlobe’s expenses will increase, its cash flow will suffer, its 
net profit will go down and the Company’s stock price could fall. 

 
Ability to Obtain Permits 

 In order to develop, expand or operate a soil treatment, composting or 
other waste facility, EnGlobe must have various facility permits and 
other governmental approvals, including those relating to zoning, 
environmental protection, land use and operations.  The required 
permits and approvals are often difficult, time consuming and costly to 
obtain or otherwise amend and could contain conditions that limit the 
Company’s operations.  The inability to obtain or amend the 
aforementioned permits could adversely affect EnGlobe’s ability to do 
business, reducing its revenues, cash flow, financial condition and the 
results of its operations.  This could have a definite and possibly 
permanent negative effect on the stock’s price.   

 
Environmental Damage Concerns and Potential Liability  

 The Company could be liable if its operations cause environmental 
damage to its property or to the property of other landowners as a 
result of any contamination of air, water or soil.  Under certain 
applicable laws for the jurisdictions in which EnGlobe operates, the 
Company could even be held liable for damages caused by 
conditions that existed before it acquired the assets or operations 
involved.  The Company could also be held liable if it arranges for 
the transportation, disposal or treatment of hazardous substances 
that cause environmental contamination.  Any substantial liability for 
environmental damage could have a material adverse effect on the 
Company’s financial condition, results of its operations, cash flow 
and the price of its stock. 

 In the ordinary course of its business EnGlobe is involved in a variety 
of legal and administrative proceedings relating to the operation of 
its business, land use and environmental laws and regulations.  
These could include proceedings in which agencies of federal, 
provincial, regional, local or foreign governments seek to impose 
liability on EnGlobe under applicable statutes, which may involve 
civil or criminal penalties for violations, or in which they revoke or 
deny renewal of permits or licenses the Company needs to operate.  
Or local communities and interest groups, adjacent landowners, 
governments or government agencies could oppose the issuance of, 
or an amendment to, a permit or approval EnGlobe needs to operate 
or they may seek to impose liability on the Company for 
environmental damage as set out above.  The Company works with 
applicable governments, regulatory authorities or other persons 
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involved in these proceedings to resolve any applicable issues.  If 
the Company is not successful, the adverse outcome of one or more 
of these proceedings could result in material increases in its costs or 
liabilities as well as material change to its business and a negative 
effect on the price of its stock. 

 
Reliance on Key Personnel 

 EnGlobe depends heavily on one key member of its management 
team, Tony Busseri, its President and CEO.  The departure of Mr. 
Busseri could cause its operating results to suffer.  The future 
success of the Company will depend upon, among other things, its 
ability to keep the services of this key executive and to retain and 
hire other highly qualified employees at all levels.  The Company will 
compete with other potential employers for employees, and it may 
not be successful in hiring and retaining the services of executives 
and other employees that it requires for the effective operation of its 
business.  The loss by EnGlobe of the services of Mr. Busseri, or the 
inability to hire, or retain, certain key executives or employees of the 
Company could hinder its business operations and growth, and this 
could result in a weakening of its financial position, financial results 
and, of course, the price of the stock.  EnGlobe does not at this time 
carry Key Man insurance for Mr. Busseri or any member of the 
management team.   

 
Exchange Rate Risk 

 In addition to Canadian dollars, significant portions of the Company’s 
revenues are earned in US dollars, British pounds and euros.  The 
costs associated with European and UK operations are incurred in 
their respective currency, which creates a natural hedge for EnGlobe.  
But the majority of the costs associated with US revenues are incurred 
in Canadian dollars.  As a result, any fluctuation in the Canadian dollar 
relative to its US equivalent will have an impact on the profitability of 
the Company.  Specifically, a continued increase in the value of the 
Canadian dollar (in which EnGlobe incurs its costs for US operations) 
against the US greenback (in which it receives its revenues from said 
operations) will result in a decline in overall profitability of EnGlobe.  In 
the short term, we expect the Canadian dollar to increase relative to 
the US dollar causing further losses for the Company, but in the future, 
when the US dollar stabilizes and eventually gains against the Loonie, 
the Company’s profitability will be positively affected.  EnGlobe does 
not at this time try to hedge itself to mitigate this currency risk.  

 
Litigation Risk 

 As can be seen in the Company History section of this report 
(Appendix I), EnGlobe is involved in civil litigation in the ordinary 
course of its business.  From time-to-time the Company is also 
involved in governmental proceedings relating to the conduct of 
EG’s business.  The timing of the final resolution of these matters is 
often uncertain.  Additionally, the possible outcomes to these 
proceedings could include adverse judgments or settlements and 
large legal and court costs which EnGlobe may be forced to pay.  
The judgments could also impose restrictions that may hinder or 
prohibit altogether the operation of the Company’s business.  Any of 
these possibilities could adversely affect EG’s financial results and 



26 – EnGlobe Corp. November 13, 2007 
 

Northern Securities Inc. David Brill (416) 644-8164 

its stock price.  At the time of this report, EnGlobe had the following 
legal contingencies: 

 1. WasteCo, a former subsidiary of EnGlobe, has been named as a 
co-defendant in a $23.8 million lawsuit filed by a customer of 
Wasteco called Dura-Lite Heat Transfer Products Ltd. (“Dura-
Lite”).  The lawsuit relates to fire and resultant loss that occurred 
in November of 2001.  Wasteco is defending this action and 
denies any liability to Dura-Lite.  EnGlobe, for its part, believes the 
case is without merit.  Dura-Lite has received a significant 
payment from its insurer in connection with its loss and the 
amount of any potential costs to Wasteco of settlement cannot be 
determined at this time.  EnGlobe’s primary insurers have 
informed the Company that EnGlobe has a policy in place that 
will provide coverage up to a maximum of $5,000,000 in the 
unlikely event that Wasteco is found liable. 

 2. In May of 2006, EnGlobe was named as a defendant in a lawsuit 
brought by Jean Shoiry, the former majority shareholder of GSI, 
for $5 million for alleged breach of contract and intentional or 
negligent misrepresentation during the Company’s acquisition of 
GSI and $250,000 for special damages.  EG has notified its 
Directors and Officers insurance underwriter and it has been 
advised that this is an insurable claim.   

 3. In November of 2006, Frank D’Addario and certain other parties 
served the Company, Tony Busseri personally, and a third party 
with a $17 million lawsuit that alleged conspiracy and fraud in the 
preparation and signing of a Consulting and Share Pledge 
Agreement dated March 1, 2005 between Mr. D’Addario and the 
third party.  EnGlobe was in no way involved in the 
aforementioned share pledge agreement and is defending itself 
against what it considers false accusations. 

 
Availability of Future Financing 

 Like many small cap companies, EnGlobe has limited financial 
resources.  The Company has, up until now, funded its operations 
through a variety of sources, including but not limited to private 
placements and the establishment of credit facilities with chartered 
banks.  There can be no assurance that EnGlobe will be successful 
in generating sufficient revenue or in raising sufficient funds in the 
future on terms acceptable to its shareholders in order to effectively 
execute its strategic plan going forward.  If adequate funds are not 
available to satisfy the Company’s growth requirements, EnGlobe 
may be required to curtail its operations in the three divisions that it 
runs, which could restrict future growth and revenue, thereby 
reducing earnings and leading to a decrease in the stock price.  As 
of June 30, EnGlobe had $1.9 million of cash and had generated 
over $200,000 in the first six months of the year.  

 
Variability of Interest Rates 

 Interest rates are volatile.  Increases in these rates would cause 
EnGlobe to pay more on its debt and could hinder its ability to pay 
off said debt while making it more expensive to obtain any new debt.  
This cost increase would go directly to the bottom line where it could 
decrease net earnings and have a deleterious effect on the value of 
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the stock.  We do not see interest rates in Canada increasing in the 
near future, and EnGlobe has an interest rate swap for $20 million 
notional, with a fixed rate of 4.63% that will, to some extent, alleviate 
the effects on the Company of any future rate increases. 

  

Valuation We have decided to use comparables to value the Company 
because our projections show that EG is just now making the turn 
around, earning both positive cash flow from operations and net 
income and because EnGlobe has a large number of publicly traded 
competitors and comparators (see Table 1) in Canada and the 
United States.  We plan to include a discounted cash flow 
calculation in our evaluation once we see four consecutive quarters 
of positive cash flow numbers. 

 We are using a total of 10 comparable companies in North America.  
Six of these are in Canada (two are income trusts) and four can be 
found in the United States.  It should be noted that four of these 
entities pay out dividends or distributions to share or unit holders, 
and that the average trading volume of these corporations is 
approximately 650,000 shares or units per day (some of these are 
very large organizations).  EnGlobe does not pay a dividend and its 
average daily shares traded are approximately 30,000. 

 In order to determine a 12-month target for EnGlobe shares, we 
looked at three metrics: 

 1. Price/Earnings (P/E); 
 2. Price/EBITDA (P/EBITDA); and  
 3. Enterprise Value/EBITDA (EV/EBITDA). 

 We are using 2008 estimates and the prior day’s closing price of the 
stock or units as of the day of publication of this report. 

 Price Earnings Ratio:  Our estimated earnings per share for 
EnGlobe for fiscal 2008 is $0.09.  The average P/E of the ten 
comparable corporations and trusts for 2008’s estimated earnings 
per share is 20.5× while EnGlobe’s is 6.7×.  We believe that this 
multiple does not fully take into account the growth prospects of the 
Company over the next 14 months and therefore we used the 
average P/E of the comparables and deducted 5 points for a liquidity 
discount, 2 more due to the lack of dividend and a final 1 because 
the Company is only now turning the corner towards sustainable 
positive cash flow and earnings.  This leaves us with a more realistic 
P/E ratio of 12.5×, which, in our opinion, should be used to value the 
shares of EG going forward.  With an expected EPS of $0.09 in 2008, 
we arrive at a 12-month price target of $1.13 per share. 

 Price to EBITDA Ratio:  Our estimated EBITDA number for EnGlobe 
for 2008 is $24.5 million or $0.31 per share.  The Company has 78.7 
million shares outstanding.  The average P/EBITDA ratio for the 
industry is 5.7×, while for EnGlobe it is only 1.9×.  Again, it is our 
opinion that this grossly undervalues the Company’s share value 
going forward.  We are not comfortable using the full 5.7× average 
multiplier, so we are reducing this multiplier by 2.0 for the lack of 
liquidity coupled with the fact that the Company provides no 
dividends to its investors and that it is just coming out of what was a 
difficult period for cash flow and earnings.  This gives us a P/EBITDA 
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ratio of 3.7×, and, when applied to our 2008 EBITDA estimate of 
$24.5 million, it provides us with a future price target of $1.15. 

 Enterprise Value/EBITDA:  The average EV/EBITDA for 2008 for the 
industry comparables is 7.4×.  This number for EnGlobe is 4.6×.  
Again, we believe it should be higher, but not as high as its bigger, 
income and cash flow producing (and sometimes distributing) 
comparables.  We will deduct 1 point to make up for the income, 
liquidity and distribution differences mentioned above, leaving us 
with a more reasonable multiple of 6.4×.   Once we apply this to our 
2008 EBITDA estimate of $24.5 million we get an Enterprise Value of 
$156.8 million.  After adding back the cash balance as of September 
30, 2007, of $1.6 million and deducting total debt of $66.8 million, we 
get a market capitalization of $91.6 million.  The market cap divided 
by the 78.7 million basic shares outstanding gives us a target of 
$1.16. 

 When we blend the three prices obtained by using the three metrics 
above, we arrive at a 12-month price target of $1.15. 

 We are initiating coverage on EnGlobe Corp. with a 
SPECULATIVE BUY rating and a 12-month target price of $1.15.  
This would represent a one-year return of almost 92% from 
yesterday’s closing price of $0.62. 

Table 1: Comparable Companies  

 

 

 

 

 

 

 

 

 

*US$  
Source: Bloomberg  
 
 
 

($millions, except per share data) Recent 
Dist/Div Avg Share Mkt.

Company Symbol per share Vol Price Shares Cap P/EBITDA P/E EV/EBITDA P/EBITDA P/E EV/EBITDA

BFI Canada Income Fund BFC.UN $1.82 101,059 $26.82 57.5 $1,543.4 5.6× 40.8× 8.3× 4.9× 33.3× 7.3×
Newalta Income Fund NAL.UN $2.22 157,650 $16.76 40.6 $680.2 6.3× 11.4× 8.5× 4.2× 8.7× 5.7×
Marsulex Inc. MLX $0.60 19,353 $12.60 33.1 $417.0 6.2× 24.8× 8.4× 5.8× 21.7× 7.9×
Bioteq Environmental Tech. BQE $0.00 111,674 $4.43 62.5 $277.1 N/A N/A N/A N/A 36.9× N/A
TORR Canada Inc. TOR $0.00 150,514 $0.37 46.7 $17.7 N/A N/A N/A 2.4× 7.4× 0.0×
Seair Inc. SDS $0.00 52,312 $3.00 27.9 $83.6 41.6× 120.0× 41.6× 10.7× 17.1× 10.7×
Allied Waste Industries* AW $0.00 3,443,478 $11.60 371.0 $4,302.2 2.6× 15.0× 7.0× 2.4× 12.9× 6.5×
Covanta Holding Corp.* CVA $0.00 987,563 $26.51 153.9 $4,073.5 7.6× 33.3× 11.9× 7.3× 28.6× 11.4×
Republic Services Inc.* RSG $0.68 993,265 $33.22 188.9 $6,213.4 6.8× 20.0× 8.5× 6.4× 18.2× 8.1×
Waste Connections Inc.* WCN $0.00 461,826 $32.61 68.0 $2,231.4 7.6× 22.9× 10.1× 6.9× 20.1× 9.1×

Average $0.66 647,869 10.5× 36.0× 13.0× 5.7× 20.5× 7.4×

EnGlobe Corp. EG $0.00 28,996 $0.60 78.7 $47.2 2.9× N/A 7.0× 1.9× 6.7× 4.6×

2007E 2008E
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Capital Structure 

 
Number of 

Shares Held 
% of Shares 
Outstanding 

Number of 
Options Held 

% of Options 
Outstanding 

Number of 
SAR Options 
Outstanding 

% of SAR 
Options 

Outstanding 

Number of 
Warrants 

Held 

% of 
Warrants 

Outstanding 
         

Insiders         
1301965 Ontario Inc. 1,828,706 2.3% 0 0.0%     
Aline Belanger 0 0.0% 83,333 2.0%     
Tony Busseri 324,250 0.4% 0 0.0% 1,000,000 8.0%   
Allen Clarke 250,000 0.3% 249,999 6.1%     
D'Addario Family Trust 4,984,960 6.3% 0 0.0%     
Ferne D'Addario 137,543 0.2% 150,000 3.6%     
Frank D'Addario 2,036,814 2.6% 425,000 10.3%     
Tony DiFruscio 204,952 0.3% 0 0.0%     
Pierre Filiatrault 50,000 0.1% 0 0.0% 300,000 2.4%   
Stephen Gallagher 76,000 0.1% 0 0.0%     
Michael Harris 150,000 0.2% 450,000 10.9%     
Denis Kemp 12,500 0.0% 0 0.0%     
Mark McQueen 415,825 0.5% 150,000 3.6%   1,967,133 99.2% 
Kevin O'Leary 500,000 0.6% 0 0.0%     
ONCAP II L.P. 24,336,937 30.9% 0 0.0%     
Martin Payne 155,500 0.2% 30,000 0.7%     
John Risley 400,000 0.5% 0 0.0%     
Eli Turk 151,000 0.2% 0 0.0%     

Total Insider Ownership Directly or 
Indirectly Held 36,054,987 45.8% 1,588,332 38.6% 1,600,000 12.8% 1,967,133 99.2% 

         

Institutional Ownership         

CIBC Asset Management 3,870,000 4.92%       
Goodman & Company, Investment 
Counsel 1,290,000 1.64%       

Total Institutional Ownership 5,160,000 6.56%       

         

Total Institutional & Insider Ownership 41,214,987 52.37%       

         

Shares Outstanding 78,705,160        
         

Total Options Outstanding 4,111,465        
         

Total OSARs Outstanding 12,500,000        
         

Total Warrants Outstanding 1,982,134        
         
Dilutive Effect of Debs. & Conf. Pref. Shares 44,952,000        
         

Fully Diluted Shares Outstanding 142,250,759        
         

 

Source: Company reports, Sedi 
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Financial Statements 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company reports, NSI estimates 

 

FY06A Q1-07A Q2-07A Q3-07A Q4-07E FY07E FY08E FY09E
(000s)
Revenue $69,920.8 $26,794.3 $42,496.0 $39,956.7 $46,266.9 $155,513.8 $187,496.1 $230,309.3
Direct Costs $50,731.5 $18,848.4 $31,073.5 $27,712.8 $33,312.2 $110,946.8 $133,122.2 $161,216.5
Gross Profit $19,189.2 $7,945.9 $11,422.5 $12,243.9 $12,954.7 $44,567.0 $54,373.9 $69,092.8
GM % 27.4% 29.7% 26.9% 30.6% 28.0% 28.7% 29.0% 30.0%

Expeneses
Selling, general and administrative $12,611.7 $6,722.5 $7,100.9 $6,887.2 $7,402.7 $28,113.2 $29,705.9 $36,102.7
Amortization of property, plant and equipment $2,606.2 $1,556.2 $1,567.9 $1,598.0 $1,470.8 $6,192.9 $5,895.7 $5,913.3
Amortization of intagible assets $643.5 $535.0 $628.4 $628.7 $533.1 $2,325.2 $2,027.8 $1,870.4
Stock-based compensation $548.0 $137.7 $167.3 $53.2 $53.2 $411.5 $213.0 $213.0
Restructuring and other costs $476.4 $500.4 $667.7 $932.2 $500.0 $2,600.3 $400.0 $400.0

$16,885.8 $9,451.8 $10,132.2 $10,099.2 $9,959.8 $39,643.1 $38,242.4 $44,499.3

Operating income (loss) $2,303.5 ($1,505.9) $1,290.3 $2,144.6 $2,994.9 $4,923.9 $16,131.4 $24,593.5

EBITDA $6,029.5 $1,085.7 $4,154.3 $5,303.5 $5,498.8 $16,042.3 $24,455.0 $32,777.2
EBITDA Margin % 8.6% 4.1% 9.8% 13.3% 11.9% 10.3% 13.0% 14.2%

Loss (gain) on foreign exchange $0.0 ($29.4) $231.2 $178.1 $200.0 $579.9 $150.0 ($100.0)
Interest on long-term debt $992.9 $961.7 $967.5 $1,099.8 $823.0 $3,852.1 $3,121.4 $2,840.6
Other interest and bank charges $1,596.0 $291.7 $394.1 $303.0 $462.7 $1,451.5 $1,875.0 $2,303.1
Gain on interest rate swap ($357.0) $198.8 $0.0 ($158.2) ($150.0) $0.0
Loss on disposal of property, plant and equipment ($4.1) $48.5 $44.3 $4.7 $0.0 $97.5 $0.0 $0.0

$2,584.7 $1,272.5 $1,280.0 $1,784.5 $1,485.7 $5,822.7 $4,996.4 $5,043.7

EBT ($281.2) ($2,778.5) $10.3 $360.2 $1,509.2 ($898.8) $11,135.1 $19,549.8

Income taxes ($60.7) ($879.2) $189.1 $267.7 $498.0 $75.8 $3,674.6 $6,451.4

($220.5) ($1,899.3) ($178.9) $92.4 $1,011.2 ($974.6) $7,460.5 $13,098.4

Non-controlling interest in subsidiary company $104.1 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Net loss before discountinued operations ($116.4) ($1,899.3) ($178.9) $92.4 $1,011.2 ($974.6) $7,460.5 $13,098.4

Net earnings from discontinued operations $846.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Net gain (loss) for the period $730.6 ($1,899.3) ($178.9) $92.4 $1,011.2 ($974.6) $7,460.5 $13,098.4

Deficit - Beginning of period ($44,613.8) ($43,883.3) ($45,782.6) ($45,961.5) ($45,869.1) ($43,883.3) ($44,857.9) ($37,397.4)

Deficit - End of period ($43,883.3) ($45,782.6) ($45,961.5) ($45,869.1) ($44,857.9) ($44,857.9) ($37,397.4) ($24,299.0)

Basic earnings (loss) per share
From continuing operations $0.00 ($0.02) $0.00 $0.00 $0.01 ($0.01) $0.09 $0.17
From discontinued operations $0.02 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

$0.02 ($0.02) $0.00 $0.00 $0.01 ($0.01) $0.09 $0.17

Diluted income (loss) per share
From continuing operations $0.00 ($0.02) $0.00 $0.00 $0.01 ($0.01) $0.09 $0.16
From discontinued operations $0.02 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

$0.02 ($0.02) $0.00 $0.00 $0.01 ($0.01) $0.09 $0.16

Weighted average shares
Basic 54,764.00     78,570.00   78,599.00   78,705.00   78,705.00   78,705.00     78,705.00    78,705.00   
Diluted 118,908.00   78,570.00   78,599.00   79,423.00   79,423.00   79,423.00     79,423.00    79,423.00   

EnGlobe Corp.
Statement of Operations

Loss before discontinued operations and non-controlling 
interest in subsidiary company
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FY06A Q1-07A Q2-07A Q3-07A Q4-07E FY07E FY08E FY09E
(000s)
ASSETS

Current assets
Cash $5,603.9 $0.0 $1,873.2 $1,634.3 $0.0 $0.0 $2,415.1 $9,964.2
Restricted investments $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Accounts receivable $32,918.5 $28,582.8 $34,828.4 $36,365.5 $41,126.1 $41,126.1 $47,390.2 $58,293.9
Work in progress and other inventory $16,972.4 $13,387.1 $17,203.8 $20,723.4 $20,820.1 $20,820.1 $22,747.3 $27,981.1
Prepaid expenses and advances $1,709.0 $2,679.7 $2,646.4 $2,557.2 $2,776.0 $2,776.0 $3,412.1 $4,197.2
Other assets $170.3 $171.0 $357.0 $158.2 $1.0 $1.0 $1.0 $1.0
Future income taxes $394.2 $394.4 $559.9 $559.9 $559.9 $559.9 $559.9 $559.9
Current assets held for sale $309.2 $108.3 $77.6 $53.3 $53.3 $53.3 $53.3 $53.3

Total Current Assets $58,077.4 $45,323.3 $57,546.3 $62,051.7 $65,336.5 $65,336.5 $76,578.9 $101,050.5

Property, plant and equipment $32,816.7 $32,987.8 $32,961.3 $32,684.2 $32,713.4 $32,713.4 $32,817.7 $32,904.4
Intanbible assets $28,432.5 $27,804.1 $27,175.7 $26,654.3 $26,121.2 $26,121.2 $24,093.3 $22,222.9
Deferred financing charges $3,560.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Goodwill $14,386.8 $14,386.8 $14,386.8 $14,704.6 $14,704.6 $14,704.6 $14,704.6 $14,704.6
Other non-current assets $140.7 $134.9 $91.6 $0.0 $0.0 $0.0 $0.0 $0.0
Non-current assets held for sale $2.4 $2.4 $2.4 $0.0 $0.0 $0.0 $0.0 $0.0

TOTAL ASSETS $137,417.3 $120,639.2 $132,164.0 $136,094.7 $138,875.6 $138,875.6 $148,194.5 $170,882.5

LIABIILITIES

Current Liabilites
Bank indebtedness $0.0 $4,400.7 $11,048.1 $15,551.6 $9,731.9 $9,731.9 $5,000.0 $5,000.0
Accounts payable and accrued liabilities $30,249.4 $22,142.5 $27,381.2 $30,153.2 $37,013.5 $37,013.5 $44,862.7 $54,407.7
Income taxes payable $3,082.9 $183.5 $0.0 $431.6 $431.6 $431.6 $431.6 $431.6
Deferred revenue $10,727.5 $8,440.3 $9,183.7 $6,457.0 $9,253.4 $9,253.4 $11,373.6 $13,990.5
Current portion of capital lease obligations $352.0 $344.2 $325.7 $273.7 $0.0 $0.0 $0.0 $0.0
Current portion of long-term debt $4,204.2 $4,200.0 $4,200.0 $4,200.0 $4,200.0 $4,200.0 $4,484.8 $5,220.4
Current portion of other long-term obligation $619.7 $630.8 $402.4 $525.0 $400.0 $400.0 $0.0 $0.0
Current liabilities of assets held for sale $10.7 $16.1 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Total Current Liabilities $49,246.5 $40,358.1 $52,541.0 $57,592.1 $61,030.4 $61,030.4 $66,152.8 $79,050.2

Capital lease olbigations $190.3 $167.3 $85.9 $71.7 $0.0 $0.0 $0.0 $0.0
Long-term obligations $53,167.4 $48,756.0 $47,873.9 $47,033.9 $45,850.0 $45,850.0 $41,650.0 $37,165.2
Other long-term obligation $775.9 $793.7 $649.5 $563.0 $389.7 $389.7 $0.0 $0.0
Future income taxes $2,542.3 $802.1 $1,233.8 $820.9 $498.0 $498.0 $1,490.8 $2,334.7
Non-controlling interest in subsidiary company $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Non-current liabilities of assets held for sale $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Preferred shares $878.7 $907.3 $936.6 $966.5 $996.5 $996.5 $1,116.5 $1,236.5
TOTAL LIABILITIES $106,801.1 $91,784.6 $103,320.7 $107,048.2 $108,764.7 $108,764.7 $110,410.1 $119,786.7

SHAREHOLDERS' EQUITY
Share capital $61,619.6 $61,619.6 $61,772.9 $61,772.9 $61,772.9 $61,772.9 $61,772.9 $61,772.9
Contributed surplus $12,879.9 $13,017.6 $13,031.9 $13,142.7 $13,195.9 $13,195.9 $13,408.9 $13,621.8
Deficit ($43,883.3) ($45,782.6) ($45,961.5) ($45,869.1) ($44,857.9) ($44,857.9) ($37,397.4) ($24,299.0)

$30,616.2 $28,854.6 $28,843.3 $29,046.5 $30,110.9 $30,110.9 $37,784.4 $51,095.7

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $137,417.3 $120,639.2 $132,164.0 $136,094.8 $138,875.7 $138,875.7 $148,194.5 $170,882.5

EnGlobe Corp.
Balance Sheet
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FY06A Q1-07A Q2-07A Q3-07A Q4-07E FY07E FY08E FY09E
(000s)
Cash provided by (used in)

Operating activities
Net gain (loss) for the period $730.6 ($1,899.3) ($178.9) $92.4 $1,011.2 ($974.6) $7,460.5 $13,098.4
Net gain (loss) from discontinued operations $846.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Net gain (loss) from continued operations ($116.4) ($1,899.3) ($178.9) $92.4 $1,011.2 ($974.6) $7,460.5 $13,098.4
Items not affecting cash

Depreciation and amortization $3,249.7 $2,091.2 $2,196.3 $2,226.6 $2,003.9 $8,518.0 $7,923.6 $7,783.7
Non-cash interest charges $569.7 $267.3 $270.8 $243.0 $246.2 $1,027.4 $1,017.6 $1,072.0
Gain on interest rate swap ($357.0) $198.8 $0.0 ($158.2) ($150.0) $0.0
Stock-based compensation $548.0 $137.7 $167.3 $53.2 $53.2 $411.5 $213.0 $213.0
Unrealized gain (loss) on foreign exchange $0.0 ($28.7) ($509.5) ($168.4) $0.0 ($706.6) $0.0 $0.0
Loss on disposal of property, plant and equipment ($4.1) $48.5 $44.3 $4.7 $0.0 $97.5 $0.0 $0.0
Future income tax recovery ($101.5) ($1,740.4) $266.3 ($412.9) ($322.9) ($2,210.0) $992.7 $844.0
Shares issued pursuant to debt repayment $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Non-controlling interest in subsidiary company ($104.1) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

$4,041.3 ($1,123.8) $1,899.6 $2,237.6 $2,991.6 $6,005.1 $17,457.3 $23,011.0
Change in non-cash working capital ($8,168.7) ($1,220.0) $9,216.3 ($4,291.5) $4,560.9 $8,265.7 $1,069.0 ($4,794.0)
Cash provided (used) in operating activities of continuing operations ($4,127.4) ($2,343.8) $11,115.9 ($2,053.8) $7,552.5 $14,270.8 $18,526.3 $18,216.9
Cash provided by (used in) operating activit ies of discontinued operations ($786.3) $206.4 $14.6 $24.3 $0.0 $245.2 $0.0 $0.0

($4,913.7) ($2,137.3) $11,130.5 ($2,029.6) $7,552.5 $14,516.1 $18,526.3 $18,216.9
Investing activities
Purchase of property, plant and equipment ($7,130.0) ($1,822.1) ($1,658.9) ($1,311.3) ($1,500.0) ($6,292.2) ($6,000.0) ($6,000.0)
Proceeds on disposal of property, plant and equipment $168.0 $139.7 $73.1 $9.5 $0.0 $222.3 $0.0 $0.0
Change in other long-term assets $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Deferred consideration on acquisit ion of company $0.0 ($5,106.3) ($5,106.3) ($317.8) ($173.3) ($10,703.7) ($389.7) $0.0
Change in restricted investments $1,241.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Purchase of intangible assets ($124.6) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Acquisition of company, net of cash acquired ($39,209.3) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Acquisition of non-controlling interest in subsidiary ($375.0) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Cash used in investing activities of continuing operations ($45,429.9) ($6,788.7) ($6,692.0) ($1,619.6) ($1,673.3) ($16,773.6) ($6,389.7) ($6,000.0)
Cash provided by investing activities of discontinued operations $23.5 $0.0 $0.0 $2.4 $0.0 $2.4 $0.0 $0.0

($45,406.5) ($6,788.7) ($6,692.0) ($1,617.3) ($1,673.3) ($16,771.3) ($6,389.7) ($6,000.0)

Financing activities 
Increase in deferred financing charges ($3,667.1) ($10.3) $0.0 $0.0 $0.0 ($10.3) $0.0 $0.0
Increase in bank indebtedness $0.0 $3,251.5 $4,503.5 ($10,551.6) ($2,796.6) $0.0 $0.0
Change in other long-term assets $229.8 $5.9 $43.3 ($15.6) $0.0 $33.5 $0.0 $0.0
Repayment of capital lease obligations ($276.9) ($35.1) ($99.9) ($66.1) ($345.4) ($546.6) $0.0 $0.0
Proceeds from long-term debt $57,338.3 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Repayment of long-term debt ($14,088.0) ($1,050.0) ($1,090.3) ($1,050.0) ($1,050.0) ($4,240.3) ($4,200.0) ($4,667.8)
Repayment of other long-term payables $0.0 ($406.0) $33.0 ($298.3) ($671.3) ($789.7) $0.0
Change in amounts due to non-controlling interest in subsidiary ($52.2) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Change in purchased intangibles $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Proceeds from term borrowings $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Proceeds from issuance of preferred shares and other equity $4,661.7 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Issuance of common shares $10,954.8 $0.0 $57.8 $0.0 $0.0 $57.8 $0.0 $0.0
Cash (used in) provided by financing activities of continuing operations $55,100.5 ($1,089.5) $1,756.3 $3,404.7 ($12,245.3) ($8,173.7) ($4,989.7) ($4,667.8)
Cash used in financing activities of discontinued operations ($38.0) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

$55,062.5 ($1,089.5) $1,756.3 $3,404.7 ($12,245.3) ($8,173.7) ($4,989.7) ($4,667.8)
Foreign exchange gain (loss) on cash held in foreign currency $0.0 $10.9 $79.0 $3.1 $0.0 $93.0 $0.0 $0.0
Change in cash for the period $4,742.3 ($10,004.6) $6,273.8 ($239.0) ($6,366.2) ($10,335.9) $7,146.9 $7,549.1
Cash - Beginning of period $861.8 $5,604.0 ($4,400.6) $1,873.2 $1,634.3 $5,604.0 ($4,731.9) $2,415.1
Cash - End of period $5,604.0 ($4,400.6) $1,873.2 $1,634.3 ($4,731.9) ($4,731.9) $2,415.1 $9,964.2

EnGlobe Corp.
Statement of Cash Flow
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Appendix I Company History 

 
 
“Teenage Wasteland…” 
   – The Who 

EnGlobe (then called Environmental Management Solutions or EMS) 
was incorporated on August 31, 2000.  On March 8, 2001, EMS 
signed a Letter of Intent with the shareholders of D’Addario 
Environmental Management Solutions Inc. (“DEMS”) to acquire all of 
the issued and outstanding shares of DEMS for $15 million.  The 
purchase price was to be satisfied by the issue of 7.5 million 
common shares of EMS at a price of $2.00 per share.  The 
shareholders of DEMS were. at the time, the D’Addario Family Trust, 
Frank D’Addario and 1301965 Ontario Inc.  Since Mr. D’Addario was 
a director and principal shareholder of EMS at the time this was a 
non-arm’s length transaction. 

 
DEMS 

DEMS was incorporated on December 1, 1995.  It was founded by 
Mr. D’Addario who was the President, CEO and sole director of the 
company.  DEMS had its head office in Nepean, Ontario; it had 
other offices in Burlington and Sudbury, Ontario (where it owned a 
biotreatment facility) and provided its services under three 
business units:  1) Environmental Consulting Engineering and 
Contracting; 2) Soil Treatment Facility; and 3) Georemediation 
Technology.  DEMS provided advice for project management, 
regulatory compliance, environmental impact assessments, waste 
management, contaminated sites management and soil 
remediation technologies.  The biotreatment facility treated 
impacted soils from any site within a 1,000 km radius of Sudbury 
and could treat up to 250,000 tonnes of contaminated soil per year.  
This facility was located on lands owned by Falconbridge Limited 
(“Falconbridge”) and, after treatment, the remediated soil was 
delivered to sites designated by Falconbridge to promote the 
rehabilitation of barren land.  DEMS had extensive experience in 
the property, petroleum and industrial sectors of the economy as 
well as with the federal government of Canada.  It serviced Imperial 
Oil and Shell Canada among others. 

 At this time DEMS was managing over 100 environmental projects 
and had been awarded an environmental remediation project with 
the Ministry of Natural Resources at a mid-Canada radar site, which 
was valued at $800,000.  DEMS was also providing ongoing 
environmental consulting/engineering and remedial contract work 
for the Department of National Defense, Shell Canada and CANEX in 
a project that had been ongoing for five years, had provided revenue 
of $6,000,000 thus far and was only 60% completed.  As at 
December 31, 2000, DEMS had earnings before tax of $648,000 on 
revenue of just over $3 million. 

 
CDF Institute Inc. 

DEMS also owned 50% of CDF Institute Inc. (“CDF”) at the time.  
CDF was a private company incorporated in Ontario that owned a 
worldwide license to use a patented technology called 
Georemediation.  Georemediation was a chemical treatment process 
that could be applied to soils and sediments containing a wide range 
of organic and inorganic contaminants in order to rid the soil of 
same.  This process was patented in Canada and it had been 
approved for use by the Ontario Ministry of the Environment, 
Environment Canada, Industry Canada and the Environmental 
Protection Agency in the United States.  CDF had also applied for a 
US patent at the time the Letter of Intent was signed.   
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First financing 

On August 3 of 2001, EMS signed an engagement letter with 
Canaccord Capital Corporation (“Canaccord”) in which Canaccord 
was to raise $3 to $6 million on a best efforts basis through a public 
offering of common shares of EMS in BC, Alberta and Ontario, at a 
price of $1.75.  This offering was contingent upon EMS acquiring all 
the issued and outstanding shares of DEMS as its Qualifying 
Transaction. 

 On January 9, 2002, shareholders approved the acquisition of 
DEMS.  On June 13, the Qualifying Transaction took place as EMS 
acquired all the issued and outstanding shares of DEMS.  EMS 
issued 6,285,714 common shares at $1.75 to DEMS shareholders. 

 The first closing of the financing was completed on June 25, 2002.  
EMS raised a total of $3 million gross by issuing 1,714,286 common 
shares at $1.75 per share for a total of 12,575,000 shares issued and 
outstanding.  The proceeds of this offering were used by the 
Company for expansion, for the marketing of EMS’ Soil Treatment 
Facility and for research and development of its patented 
Georemediation technology.  On July 16, EMS announced the 
second and final closing of the financing.  It raised an additional 
$407,372 by issuing 232,784 more shares for total proceeds of 
$3,407,372.  The Company at that time had 12,882,784 shares 
issued and outstanding. 

 
Into the big time 

On October 24, 2002, EMS had its application for listing on the 
Toronto Stock Exchange conditionally approved.  The Company was 
ready to move from the CDNX to the big board in Toronto.  

 
Acquisitions! 

 
K-Lor 

Starting in November of 2002, EMS went on somewhat of a tear in 
terms of buying up businesses in similar or related industries.  The 
first, K-Lor Contractors Services Ltd. (K-Lor), was an environmental 
contracting firm based in Calgary, Alberta, which operated 
throughout western Canada.  K-Lor specialized in contaminated site 
remediation, environmental contracting, demolition and 
underground services.  It had net income for the 11 months ended 
on November 30, 2002, of $300,000 on revenue of $10.4 million and 
a book value of $1.5 million.  EMS paid $2.3 million for 100% of K-
Lor, $500,000 in cash and 1,112,500 shares at a price of $1.60 per 
share.  The letter of intent to buy K-Lor was signed on November 13, 
and the transaction was completed on December 31st. 

 
Tanknology 

On April 10, 2003, EMS announced that it had acquired 100% of 
Tanknology Canada Inc. (“Tanknology”) from Aecon Group Inc. 
(TSX:ARE; “Aecon”).  At the time, Tanknology was the industry 
leader in precision testing and evaluation of storage tank systems.  It 
had annual revenue of $3 million.  The Company made this 
purchase for $1,400,000 cash and the issuance of $600,000 worth of 
EMS shares to Aecon. 

 
Private placement 

On July 9, 2003, EMS completed a private placement of 1,483,870 
common shares at a price of $1.55 per share, which raised $2.3 
million gross.  The funds were used by the Company to pursue 
additional acquisitions. 

WasteCo On October 17, EMS announced that it had purchased 100% of the 
issued and outstanding shares of WasteCo Environmental Services 
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Ltd. (“WasteCo”).  EMS paid WasteCo $6 million in cash plus 
1,612,903 common shares of the Company at $1.55 per share for a 
total purchase price of $8.5 million.  The $6 million came from the 
previous $2.3 million private placement, $2.8 million in debt 
financing, $675,000 from the President and CEO. Mr. Frank 
D’Addario, and $225,000 from working capital.  For the year ended 
March 31, 2003, Wasteco had revenue of $28.5 million and $1.6 
million in EBITDA.  At the time, WasteCo provided specialized, 
comprehensive and cost effective waste management and 
environmental services to the oil and gas, industrial and 
manufacturing industries in western Canada.  It operated three waste 
management facilities in each of Winnipeg, Edmonton and Beaver 
Lodge and had offices in those plants as well as in Calgary and Swift 
Current.  WasteCo provided complete waste management solutions 
through its diverse business lines, which included state-of-the-art soil 
recycling facilities, fuel blending facilities, project management for 
site remediation and decommissioning and drilling waste disposal 
facilities as well as other customized waste management programs 
and technologies. 

 
Another private placement 

And to end 2003, on December 4, the Company completed a private 
placement of 9,522,896 units at $1.55 per unit to raise gross 
proceeds of $14,760,489.  BMO Nesbitt Burns Inc. acted as agent for 
the deal.  Each unit consisted of one common share and one 
warrant that entitled the holder to buy one common share of EMS at 
$2.00 per share for three years from the date of closing.  The offering 
was oversubscribed; the original size was $13 million.  Proceeds 
were used to strengthen the balance sheet for growth opportunities 
and to expand EMS’ network of soil treatment facilities. 

 
Cannington 

On February 4, 2004, the Company completed the acquisition of 
100% of the issued and outstanding shares of Cannington 
Excavating 1989 Limited and 1291694 Ontario Inc. (“Cannington”).  
Cannington was, at the time, a provider of various environmental 
contracting services in Ontario including, but not limited to, 
excavation and earthmoving, demolition, custom crushing and 
remediation services (on-site soil processing, bioremediation, soil 
removal and disposal).  EMS paid Cannington $2.2 million in cash, 
issued 716,971 shares at $3.44 per share and Cannington took back 
a $1,000,000 two-year loan at 6% to EMS for a total purchase price 
of $5.7 million.  Cannington’s revenue for fiscal 2003 was 
approximately $10 million; its EBITDA was $1.25 million. 

 
Rom-Neg 

A week later, the acquisition train started rolling again as the 
Company bought 100% of the issued and outstanding shares of 
Rom-Neg Construction Inc. (“Rom-Neg”).  In return for the Rom-Neg 
shares, EMS paid cash of $400,000 (including the assumption of a 
bank overdraft) and issued 700,000 common shares at $2.63 per 
common share to the former Rom-Neg owners to make up a total 
purchase price of $2.24 million.  In fiscal 2003, Rom-Neg generated 
revenue of $2 million and EBITDA of over $450,000.  Rom-Neg was 
in the environmental contracting, solutions and services business in 
the Greater Toronto area.  Its clients included developers, 
manufacturers and oil companies.  Rom-Neg did in the east what K-
Lor did in the west, and together, EMS had national coverage in the 
environmental contracting market with this acquisition. 
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GSI – $$$ Out 

At this point, no month would be complete without an acquisition.  
This one, announced on March 11, was for 100% of the issued and 
outstanding shares of GSI Environment Inc.(“GSI”).  This company 
cost EMS a total of $12.5 million, which it paid for with $10.6 million 
in cash (including bank overdraft and $300,000 in acquisition costs) 
and by issuing 609,756 shares at $3.14 per share (for a total of $1.9 
million).  EMS also committed to issue up to an additional 1,173,058 
common shares to the owners of GSI based on certain financial 
performance criteria being met by a subsidiary of GSI in 2004.  
These criteria were met and the shares were issued.  For this 
consideration, EMS also obtained GSI’s 70.9% ownership of Les 
Composts du Quebec and its two joint ventures BSI-GSI (of which 
GSI held 50%) and Ortec GSI Depollutions S.A (“Ortec”) (of which 
GSI owned 40%).  In fiscal 2003, GSI had consolidated revenue of 
$37.2 million and EBITDA of $4.3 million.  At the time GSI had 
standing offers in place throughout western Canada, Quebec, 
Ontario, Massachusetts, France and Africa.  EMS retained all existing 
GSI management and staff.  The company was focused on waste 
management and site remediation.  Services offered included: 

  Integrated waste management 

  Remediation and management of contaminated sites 

  Operation of treatment facilities and composting centres and  

  Marketing of agricultural and horticultural products (read humus 
and black earth for gardeners and landscapers). 

 GSI and its subsidiary, Les Composts du Quebec (“the Sub”), 
employed 180 people and had four offices in Quebec, one in France 
and a sales bureau in Massachusetts.  GSI also operated 10 soil 
treatment and composting facilities throughout Quebec, which 
managed 1 million tonnes of material per year.  The Sub specialized 
in the production and distribution of bagged and bulk horticultural 
products and sold over 40 products through retailers in eastern 
Ontario, Quebec, New Brunswick and New England.  BSI-GSI 
provided on site remediation and waste management services to the 
Yukon, the Northwest Territories, British Columbia, Alberta, 
Saskatchewan and Manitoba.  Through its joint venture with Ortec, 
GSI provided site assessment and remediation services in France 
and Africa. 

 
A rose by any other name  

On June 14th of 2004, EMS decided to rename its Environmental 
Consulting and Engineering Division Greenbank Environmental Ltd. 
(“Greenbank”).  In 1995, EMS had started as an environmental 
consulting company, but it had grown to become a fully integrated 
provider of environmental services in the nine years following.  It 
believed the name Greenbank would better represent the services 
that EMS was then offering to clients. 

Incorporated still and again 
EMS continued their incorporation under the Canada Business 
Corporations Act on September 28, 2004. 

 
Reverse field 

In December of 2004, EMS made the strategic decision to exit the 
environmental consulting business altogether.  The Company 
announced its intention to sell Greenbank and to divest or wind 
down Rom-Neg and Cannington because they were unprofitable 
and did not support the Company’s new strategic direction. 
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 On the 17th of that month, EMS issued a secured debenture (Series 
A) to Wellington Financial Fund II for $4 million to provide the 
Company with additional working capital.  Wellington Financial also 
received 1,333,334 special warrants which gave the holder the right 
to purchase one common share of EMS at $0.90 until December 13, 
2009.  This debenture matured on the earlier of one year after 
closing of the transaction (December 16th, 2005) or immediately prior 
to any change in control at EMS.  It carried an interest rate of 12%.  
In early January, pursuant to an extension agreement between EMS 
and Wellington Financial, 500,000 of these warrants had their 
exercise price changed to $0.43 per share and their expiry date 
extended until December 15, 2010.  This debenture was paid off in 
full on March 31, 2006.  

 
The D’Addario Affairio 

 
2005…trouble brewing 
 
Apparently, garbage is a dirty business 
 
 
 
 
 
 
 
 
 
 
 
 
Anybody see this episode of “The Sopranos”? 

2005 opened on a down note with EMS announcing on January 17th 
that its founder and Vice-Chair, Frank D’Addario, had been 
dismissed for cause.  Mr. D’Addario was the Chairman and CEO of 
the Company until March 16th of 2004 when he gave up the 
Chairmanship.  On September 28th of 2004, an audit committee 
report was submitted to the Board, which outlined transactions 
between the Company and Mr. D’Addario and certain related parties, 
at which time he resigned as EMS’ CEO.  He was replaced by Mr. 
Tony Busseri in October, but Mr. D’Addario continued on as Vice-
Chair in charge of business development.    Mr. D’Addario was 
instructed to devote his full time and attention to the affairs of the 
Company and to refrain from acting beyond the scope of his new 
role as Vice Chair.  The Audit Committee also found indications of 
misappropriation of corporate funds by Mr. D’Addario, improperly 
disclosed related party transactions and inappropriate arrangements 
with those related parties. 

 Based on these findings, the auditors determined that an expansion 
of the scope of their audit procedures was necessary.  The auditors 
gave the board their interim report on January 11, 2005.  Mr. 
D’Addario continued, at this point, to be a director of EMS and to 
hold directly and indirectly, or have control or direction over, 
approximately 9,557,023 common shares or 26.2% of the issued and 
outstanding common shares of the Company. 

 Mr. D’Addario then requisitioned the Board for a Special Meeting of 
the shareholders at which he would table a series of resolutions, 
which would remove all current directors of EMS except Mr. 
D’Addario and elect six new directors.  In February, EMS initiated an 
application to the Ontario Superior Court to get a constraining order 
preventing Mr. D’Addario and other dissident shareholders of EMS 
from conducting a shareholders’ meeting in Calgary.  In March, that 
court ruled that the proposed meeting by the dissidents could not be 
held and that the EMS Annual and Special meeting would take place 
as planned on April 29, 2005. 

 
New Location 

 On February 14, 2005, EMS announced that the head office of the 
Company would be moving from Ottawa to Burlington, Ontario. 
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 Web-cast 

 
 

February 28th saw a web-cast and conference call in which the CEO 
of EMS, Tony Busseri, spoke about the state of the Company.  
Among other points, Mr. Busseri indicated that in April of 2004, 
management advised the Board of Directors that EMS had cash of 
$6 million, but by September the reality was that EMS was in critical 
financial condition.  The Company was not paying its suppliers 
promptly, it had liens on some of its assets, it was facing difficulty 
with secured debt holders and had its bonding facility capped at $5 
million, which was tantamount to not having a bonding facility at all.  
The CEO stated that the inability to provide a significant bond and a 
lack of working capital resulted in EMS’ inability to win a major soil 
remediation contract in Hamilton at the end of 2004.  He went on to 
say that “EMS was oriented towards acquisitions (for their own sake) 
and (the) pursuit of large, asset intensive, but low margin short-term 
contracts (that)…added significant revenue but contributed little to 
profitability or return on assets”. 

 
The New Strategy 

Mr. Busseri announced that a number of the acquisitions made by 
EMS were not in fact accretive to the Company and its shareholders 
and that he intended to divest Cannington (environmental 
contracting in Ontario) and Greenbank (environmental consulting) in 
the near future but hold on to and try to integrate K-Lor and 
Wasteco.  He stated: “Not only was the Company’s strategy wrong, 
no matter how impressive it sounded, EMS was, by any measure, 
badly managed”.  He then unveiled the new strategy:  EMS would 
focus on quality of revenue going forward, thereby driving long-term 
profitable revenue towards the now 21 facilities it ran to increase the 
Company’s return on its assets.  It would no longer try to be all 
things to all clients in the waste disposal business in Canada or a 
one-stop refuse shop.  It would reduce costs through the integration 
of these facilities and the implementation of improved controls at 
each one.  Before being reorganized, each company under the EMS 
brand acted independently of each other with its own accounting 
system, insurance and benefits programs, and financing.  This 
ended under Mr. Busseri’s watch.  He also improved cash 
collections (reducing uncollected accounts receivable from 100 to 70 
days) while bringing company-wide expenditures under control. 

 
Working Capital Financing 

 
 

On March 16, 2005, EMS announced that it had completed a debt 
financing with Wellington Financial that provided the Company with 
an additional $1.5 million in working capital.  The cash was required 
to meet the needs created by the proposed Special Meeting of 
Shareholders as requisitioned by Mr. D’Addario (direct costs of a 
proxy battle, etc.) and for the meeting of now stricter credit terms 
demanded by trade vendors who were concerned about the 
outcome of said meeting.  These vendors had a higher perceived 
credit risk for EMS as a result of the possibility of the dissident 
shareholders gaining control of the Company.  Wellington Financial 
LP, through Wellington Financial Fund II purchased a secured 
debenture (series B) of EMS that was to mature on December 15 of 
2005 or immediately prior to any change in control at the Company 
within that time period.  The debenture carried an interest rate of 
12%.  In addition, Wellington Financial received 633,800 special 
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warrants, each exercisable for one EMS common share at a price of 
$0.71 per share.  This debenture was paid off in full in September of 
2005. 

 
Legal Eagles 

 
 

No good dispute comes without at least one lawsuit and EMS in 
2005 was no exception.  On March 23rd of 2004, EMS commenced 
legal action against Frank D’Addario and Ferne D’Addario, his wife 
(who had also been a director), in which the Company was seeking 
$5 million from each of them for damages for breach of contract, 
breach of duty or negligence plus $1 million in putative damages.  
On January 17, 2005, EMS announced that it had responded to a 
statement of claim filed against it by Ferne D’Addario for wrongful 
dismissal. 

 
Bunfight! 

On April 1, 2005, the Company announced that Frank D’Addario was 
suing it, certain members of the Board of Directors and Mr. Busseri 
for defamation.  The lawsuit claimed damages of $16.2 million for 
defamatory statements made by EMS in its press releases since 
January 17 of 2005 when the Company announced that the Board of 
Directors had terminated Mr. D’Addario for cause.  Mr. D’Addario 
also issued a further Statement of Claim against the same 
defendants for $12.6 million for wrongful dismissal.  The defendants 
believed the claims were without merit and immediately began the 
process of defending themselves. 

 
The fun continues 

At this point, and continuing until the April 29th Annual General and 
Special Meeting, the sparks began to fly.  On April 13, Mr. Busseri 
advised shareholders to question claims made in a proxy circular 
filed by a group of dissident shareholders led by Frank D’Addario.  
Mr. Busseri was quoted in the Company’s Management Information 
Circular as saying that:  “…the business model of the previous 
management led by Mr. D’Addario, was inherently flawed and poorly 
executed, which put the Company into severe operating and 
financial difficulties.  The current Board and Management have 
restructured and refocused EMS and have applied discipline to its 
operations and finances”.  That Management Information Circular 
included details of the performance of the management of the 
Company while Mr. D’Addario was the CEO and it provided 
information on the continuing investigation into his activities related 
to management self-dealing, related party transactions, 
misappropriation of Company funds and inappropriate granting of 
Company options.  At the same time EMS took the opportunity to 
point out the lack of credibility in a number of statements made by 
the dissidents: 

  EMS successfully rebuilt its financial and operating strength as well 
as its reputation in the industry under its Board and new 
management.  This was necessary as a direct result of Frank 
D’Addario’s role in senior management and his actions on the 
Board both before and after his termination with cause from the 
Company. 

  EMS’ “new strategy” is better suited to the changing industry than 
the approach taken by the previous management, which put the 
Company into conflict with its own customers and which 
pursued high-revenue but low-margin business.  Previous 
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management made several acquisitions that did not contribute to 
shareholder value and have had to be discontinued.  Despite the 
losses of the past several years, the dissidents suggest that EMS 
should return to the pursuit of market share rather than profitability. 

  The dissidents noted that EMS has had difficulty securing bonding 
that would allow it to bid for some significant contracts.  This was 
the direct result of the critical financial condition and perceived 
credit risk of he Company resulting from the D’Addario led 
management. 

  The performance of the Company’s shares in the months prior was 
directly attributable to the inability of the previous management to 
deliver bottom line results to fulfill the promises that had led to a 
temporary peak in the share price. 

  The “new strategy” was focused on the existing strength of EMS 
and was developed by the Company’s experienced employees.  It 
was driven by a proven management team led by Mr. Busseri who 
had, at that time, been in the garbage game for more than 15 
years.   

 
 
Institutional Shareholder Services Inc. 

The next day EMS announced that Institutional Shareholder Services 
Inc. (“ISS”), Canada’s leading independent proxy advisory firm had 
recommended that EMS shareholders elect the directors nominated 
by Company management and vote against the resolutions of the 
dissident shareholders led by Mr. D’Addario at the Company’s 
annual general meeting scheduled for April 29, 2005.  ISS was, at 
the time, a leading international authority on proxy voting and 
corporate governance issues.  It stated that the EMS Board was 
independent, working in the best interest of the Company and its 
shareholders and that it (the Board) “…has brought in the necessary 
skills to carry the company through the strategic transformation (it 
needs)” and that “…the current management is steering the 
Company to a new strategic direction that will bring improved results 
to shareholders”. 

 In its report, ISS noted that the dissidents intended to return EMS to 
its original strategy, which has “…not served the Company well up to 
the present.  EBITDA margin and free cash flow have deteriorated 
since 2001”.  The report also stated that: “The dissidents have not 
addressed the issue of what caused the deteriorating results and 
what they plan to do to turn the Company around except simply 
saying that they will put the Company back on its original path.”  The 
report made one more point: “We believe (that) by realigning its 
assets, the Company will be able to focus on assets that can 
positively contribute to the bottom line and deliver positive results for 
shareholders.  The dissidents are proposing to stick to its original 
vision and strategy (don’t worry about the cost or the benefits, just 
make those acquisitions), which as the numbers indicate, have failed 
to deliver results.  We believe a strategic change is necessary and 
the current management is positioning the company…(in)…the right 
direction”.  The same report pointed out firmly that the stock price 
(which was then trading in the 60 cent range) was a reflection of the 
deteriorating financial results under the strategy that had guided the 
Company since its inception and not proof of the market’s 
disapproval of the then current management and its new strategic 
direction, as claimed by the dissidents. 
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 On April 15, EMS announced that it would proceed with a legal 
action designed to remove Mr. D’Addario as a director of the 
Company and bar him and related parties from voting their shares.  
The Company was seeking a full-on trial in open court to test the 
assertions that Mr. D’Addario was making.  The trial could not be 
scheduled before the April 29 Annual and Special Meeting of the 
shareholders, however. 

 That same day the Company provided its public rebuttal to claims 
made by the dissidents in their Dissident Proxy Circular which made 
it clear that they (the dissidents) wanted to put the Company back 
on the road it had followed when Mr. D’Addario was Chairman and 
CEO and which put EMS into critical financial condition.  Tony 
Busseri was quoted as saying this (among other things): “There is 
nothing concrete in the dissident proposals that shareholders could 
reasonably expect would create value for them”.  He went on to state 
that: “The dissidents’ proposal for EMS is vague.  They promise 
things like a ‘marketing plan’ and ‘an acquisition program’ but do not 
give any information about the form these would take.  They ask 
shareholders to believe that a Frank D’Addario led board would 
restore customer confidence and disciplined fiscal management 
which the Company clearly lost under the previous management.  
They also ask shareholders to trust a board selected by Frank 
D’Addario which would have an ‘independent’ special committee 
that would review the questions raised by the investigation into the 
activities of Frank D’Addario”.  This Dissident Proxy Circular also 
contained a number of errors of fact and misleading statements 
some of which we will address below: 

  All issues raised by the Company’s Audit Committee, auditors and 
its forensic accountants about the activities of Frank D’Addario 
relate to the period during which he was the Chairman and CEO of 
EMS and when EMS was a public company. 

  The dissidents wanted to stop any further work by the Company’s 
forensic accounts; they claim that that the review has not allowed 
for an adequate opportunity to respond to it.  Mr. D’Addario had, 
up until this date resisted or refused to provide information 
requested by the forensic team. 

  Mr. D’Addario claims that Tony Busseri was hired without an 
“adequate search” for a CEO.  Yet he had joined with the other 
directors of the Company in the unanimous decision to appoint him. 

  The Company had difficulty in securing bonding for subsidiaries.  
This was directly related to the financial and credit difficulties EMS 
faced before Frank D’Addario was replaced as the CEO. 

  At this time, EMS was overloaded with debt as a result of the 
arrangements made by the D’Addario management team and the 
autonomous structure of the Company which was inefficient and 
which did not centralize its financial management. 

  EMS’ share price declined after a temporary peak of very close to 
$4 as the market reacted to continuing disappointing financial 
results.  The share price continued to be affected by the 
uncertainty which arose when the dissidents launched the proxy 
fight to regain control of the Company.  Of course, those same 
dissidents claimed the share price declined because of actions 
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taken by the Board months after the decline started.  Mr. Busseri 
put it best when he said: “Blaming the Board for the decline in the 
share price (in this case) is like blaming the fire department for 
(starting the) fire.  It is the fundamentals of the business that drive 
the share price not the appointment of the directors.   

  Lastly, up until this date, the Company’s forensic accounting team 
could not find any evidence that the former COO, Tony Difrusco or 
Frank D’Addario’s brother Nick had paid for the 100,000 and 75,000 
shares issued to them, respectively, during the D’Addario era. 

 
The Vote 

The management and Board issue was resolved finally on April 29, 
2005 at the previously scheduled Annual and Special Meeting of 
shareholders.  The Company-nominated slate of directors was 
elected.  81% of the 37.7 million shares outstanding were voted; 15.3 
million shares voted in favour of the Company nominated slate; 15.1 
million shares voted for the dissident slate.  Mr. Busseri remained 
President and CEO.  Frank D’Addario was removed from the Board, 
but he did publicly state that he would mount a legal challenge to 
the legitimate outcome of the meeting. 

 
Buy high, sell…low? 

That same month, EMS finalized the agreement to sell certain fixed 
assets and the working capital of Cannington for $244,137 plus debt 
of $819,041, which was assumed by the purchaser.  Cannington had 
been purchased in February of 2004 for total consideration of $5.7 
million.  

 EMS also finalized the agreement to sell certain fixed assets of Rom-
Neg for $117,368 plus debt and liabilities of $124,632 that was 
assumed by the purchaser.  Rom Neg had been purchased in 
February of 2004 by EMS for total consideration of $2.24 million. 

 
The Empire strikes back 

On June 8, Mr. D’Addario filed an application with the Ontario 
Superior Court seeking an independent audit of the results of voting 
at the April 29th meeting.  The application also asked the court to 
restrain EMS from undertaking a range of corporate actions that 
could strengthen the Company’s financial and strategic position 
including, but not limited to, sales of assets, restructuring of debt or 
issuing new equity.  The application was filed by Frank D’Addario 
alone without any of the other dissident shareholders.  Mr. Busseri’s 
response?  “…Frank D’Addario continues to hamper the Company’s 
ability to move forward with executing key steps in our business plan.  
These steps include finalizing the bonding facility with AIG, which we 
need to have in place to build our operations…in addition, the delay 
in consolidating our many debt arrangements will strain the cash 
resources of some of our subsidiaries and prevent us from investing 
capital in facilities to take advantage of growth opportunities”.  A 
hearing for the application was set for June 17, 2005. 

 
Hurry up and wait 

On June 15th the application was adjourned pending the availability 
of certain key witnesses until the week of July 4th.  These delays 
caused the Company to reduce its earnings guidance for the second 
quarter of 2005 and the entire fiscal year.  Management was 
handcuffed.  They could not implement their business plan while Mr. 
D’Addario’s application to the court was hanging like a Sword of 
Damocles (albeit a paper one) over their heads. 

 July 6 brought some relief as EMS announced that it had signed 
letters of intent to sell the assets of WasteCo.  Proceeds from this 
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sale were to be used to strengthen the Company’s working capital 
position, improve its relations with its trade creditors, reduce EMS’ 
secured debt and facilitate the final arrangement of a new bonding 
facility.  EMS expected this sale to enable a third party lender to 
propose a consolidation of the Company’s remaining secured debt, 
which would allow all subsidiaries left to share cash flow.  As of this 
date, EMS had more than 40 debt instruments outstanding and it 
was not possible to move cash freely from one subsidiary to another.  
The sale of the assets of Wasteco was closed on August 3.  These 
assets were sold to the operating subsidiary of Newalta Income 
Fund (TSX:NAL.UN; “Newalta”).  Newalta paid $7.66 million for all of 
the assets except bank accounts, account receivable and the 
contract to operate a soil treatment facility located at the City of 
Edmonton’s waste management facility.  Wasteco was purchased by 
EMS in October of 2003 for $6 million cash and another $2.5 million 
worth of stock.   

 
Go east young man! 

These sales (Cannington, Rom-Neg and Greenbank), along with the 
discontinuation or sale of K-Lor’s civil contracting business, took the 
Company out of its non-core businesses and refocused it on 
providing environmental services specializing in the management, 
treatment, re-use and disposal of organic wastes and contaminated 
soils in the eastern Canadian marketplace.  Essentially, EMS exited 
the western Canada market through these divestitures. 

 
The wheels of justice… 

Also on July 6, the Ontario Superior Court heard the application 
brought by Frank D’Addario regarding the vote at the Annual and 
Special Meeting of Shareholders and stated that it would provide a 
ruling “in due course”.  

 
…can grind fast! 

And the court was as good as its word, when, six days later, it 
rejected Mr. D’Addario’s application for an independent audit of the 
voting results and let the Company get back to treating waste.  Mr. 
Justice Campbell was quoted as saying that “…the information 
provided during the hearing confirms that EMS and its Board of 
Directors acted appropriately…”. 

 
Back in business 

In July of 2005, EnGlobe signed a five-year contract with the City of 
Ottawa to treat and process its bio-solid waste material (sewage) 
generated by that city’s wastewater treatment facilities.  This contract 
was expected to add $10 million to $12 million to Company revenue 
and is being carried out by GSI.  GSI manages the bio-solid waste by 
composting it at its L’Ange-Gardien composting centre in Outaouais, 
Quebec, and then using that new soil to rehabilitate degraded sites 
such as sand and gravel pits and for agricultural applications. 

 On July 20, EMS settled a wrongful dismissal suit brought against it 
by Mr. D’Addario’s brother Nick.  In return for a minimal cash 
payment, Nick D’Addario agreed to drop the suit and return the 
aforementioned 75,000 Company shares to treasury. 

 
Great Scott! 

On August 11, 2005, the Company announced that it had signed a 
five year contract with Scott Paper Limited for the treatment and 
disposal of deinking residual waste from its Crabtree, Quebec, mill.  
This contract will generate a total of $12 million in revenue for EMS, 
and it will be carried out by the Company’s wholly owned subsidiary, 
GSI.   Scott Paper Limited was, at the time, the leading manufacturer 
and distributor of paper towel and tissue products in Canada. 
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Greenbank and K-Lor 

Also in August, certain assets of Greenbank were sold or redeployed 
and its remaining business activities were wound down on or about 
September 15, 2005.  Also in September, the majority of assets of K-
Lor were sold or redeployed and existing projects were completed or 
assigned to other parties.  K-Lor had been purchased on December 
31, 2002 for total consideration of $2.2 million. 

 
Give us your poor, your hungry, and 
your compost! 

On September 29, 2005, EMS announced that it had begun to treat 
and dispose of SSO for the City of Toronto under an interim 
purchase order, which it expected to turn into a three-year contract.  
This composting business was carried out by GSI, as part of 
Toronto’s Green Bin program, which was initiated by the city to 
reduce the amount of waste being sent to landfill in Michigan.  GSI 
had more than 18 years of experience in managing and composting 
residual waste streams of this kind.  The Company had recently 
received regulatory approval to increase the capacity of three of its 
seven composting facilities.  At 700,000 metric tons annually, EMS 
had, at that time, the largest capacity to serve Ontario’s increasing 
need for treatment and disposal of organic waste.  This was the 
second significant municipal relationship in Ontario for EMS after 
July’s announcement of a five-year contract with the City of Ottawa 
to treat its bio-solids. 

 On November 17, EMS confirmed the aforementioned contract with 
the City of Toronto to handle the SSO generated by its green bin 
program for three years.  We are talking here of 20,000 metric tons 
of waste and $2 million to $3 million dollars in revenue to the 
Company. 

 
Frank is back  

Frank D’Addario and a group of six other shareholders who 
represented over 5% of the Company’s voting shares at the time, 
requested a Special Meeting of Shareholders to be held on February 
28, 2006.  The meeting was to hold a vote on a dissident resolution 
to replace the existing Board with an alternate slate of nominees.  It 
will come as no surprise that four of the seven dissident 
shareholders also signed the requisition that led to the vote at the 
Annual and Special Meeting in April of 2005.  The other three 
signatories to the requisition were associates of Mr. D’Addario’s or 
relatives of the four original dissidents.  EMS called a Special 
Meeting of Shareholders for that date and then subsequently re-
scheduled it to March 22, 2006.     

 
Good news at year end 

The end of 2005 brought some long awaited good news to EMS.  On 
December 19, the Company announced that it had entered into a 
non-binding letter of agreement with ONCAP II L.P. (“ONCAP”), 
which would, if enacted, provide EMS with $20 million in new 
financing.  ONCAP is a leading private-equity firm focused on 
building value with North American small and mid-sized companies 
in partnership with those companies’ management teams.  ONCAP 
is an affiliate of Onex Corporation (TSX:OCX). 

 
Peace in our time? 

At the same time, the Company announced a conditional settlement 
of all litigation between EMS and Mr. Frank D’Addario and his related 
parties.  The terms of this conditional settlement were:  

 1. The termination of all existing litigation between EMS and Mr. 
D’Addario and all related or associate parties (“The D’Addario 
Parties”); 
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 2. The D’Addario Parties (who collectively owned almost 24% of the 
issued and outstanding common shares of EMS) were to vote all 
of their common shares in favour of the ONCAP financing at the 
special meeting of shareholders on March 22, 2006; and  

 3. For EMS to make a settlement payment to the D’Addario Parties 
of $1.7 million. 

 This settlement was also conditional upon the ONCAP financing 
being complete by March 31, 2006.   

 Of course, the proposed ONCAP financing was subject to approval 
by the shareholders of EMS, ONCAP’s due diligence of EMS and its 
subsidiaries and settlement of all EMS and D’Addario litigation.  The 
letter of agreement provided for the issuance to ONCAP of 
approximately $20 million of units consisting of 95% convertible 
debentures and 5% convertible preferred shares, both with a 
conversion price of $0.323.  These units paid 5% annual interest 
quarterly in cash.  The debenture had an eight-year term and was 
subject to earlier conversion at the option of the Company.  10 
million preferred shares were issued carrying one vote per share.  
ONCAP had a 21% voting interest in EMS prior to conversion of the 
units into common shares.  After conversion, ONCAP would own 
62% of the common shares of the Company.  Some of the money 
was used by EMS to arrange a bonding facility (which would help to 
win additional business).  Institutional shareholders, management, 
the Board of Directors and the D’Addario Parties, which collectively 
represented 46% of the outstanding shares of EMS, agreed to 
support the financing and vote their shares in favour of it at a 
meeting of shareholders on March 22, 2006. 

 
New business in York 

While of all this tooing and froing was going on, EMS was still doing 
business and, at the end of February, the Company announced that 
it had won a contract with the Regional Municipality of York for the 
treatment and processing of SSO.  This contract built on a purchase 
order signed in May 2005, and was for three years starting in March 
of 2006 with an option for both parties to continue the arrangement 
for two more years.  The contract was to be carried out by GSI and 
was to add approximately $8.7 million in revenue to the income 
statement over the three-year term.  

 On March 7, ISS weighed in again and recommended that EMS 
shareholders vote to support the ONCAP financing at the Special 
Meeting of Shareholders on March 22, 2006.  ISS reviewed the 
background and terms of the financing and, despite the dilution of 
existing shareholders that would result from the deal, it concluded 
that: “The ONCAP financing will provide the company with a source 
of long-term financing on reasonable terms and will allow the 
Company to resolve its ongoing liquidity issues, put an end to its 
prolonged litigation battle and position it for future growth.” 

 
The Vote II  

Finally, on March 22, 2006, the vote on the ONCAP financing was 
held at the Special Meeting of EMS shareholders.  97.9% of the 
shares that were represented at the meeting or by proxy were voted 
in favour of approving the deal, which would provide the Company 
with $20 million of new financing. 
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Details of the deal 

On March 31, the deal was completed.  ONCAP provided $19.56 
million to EMS in a private placement in exchange for 20,592.5 units 
issued by EMS.  Each Unit was made up of: 

  500 Series 1 preferred shares; and 

  $950 principal amount of a 5% coupon secured convertible 
debenture. 

 Thus, these units represented a holding of 10,296,250 Series 1 
voting preferred shares and $19,562,875 of principal in the 
debentures.  The preferred shares are fully voting and represented, 
at the time, 21% of all the votes attached to all issued and 
outstanding voting securities of EMS.  The preferred shares had a 
face value of $1 million and they were to pay an annual dividend of 
10 cents per share per year in quarterly installments.  These shares 
and the convertible debentures as a unit were convertible into EMS 
common shares at a conversion price of $0.323 per common share.  
Conversion of either the preferred shares or the debenture required 
an equal conversion of the other security.  This conversion price was 
subject to an adjustment if litigation costs or damages therefrom 
arising after March 31, 2006 were to be higher than $250,000 at a 
rate of $0.0263 for every $1 million over that amount.  If converted, 
ONCAP would own a full 62% of EMS (an additional 62,592,879 
common shares).  The debentures had an eight-year term and so 
would mature on March 30, 2014.  EMS then paid $1.7 million, in 
accordance with the terms of the conditional settlement agreement 
to Mr. D’Addario and associated parties, thereby settling this 
outstanding litigation.  All lenders to the EMS group were also repaid 
in full from the proceeds of the ONCAP financing including the 
Wellington Financial Series A debentures ($4 million face value).   

 
The other 29%   

EMS also acquired the remaining 29.1% interest in its partially 
owned subsidiary of GSI, Les Composts du Quebec, for cash of 
$275,000 and transaction costs of $100,000. 

 On May 2, Tanknology entered into an alliance and a licensing 
agreement with Total Meters Services Inc (“TMS”) of Vaughan, 
Ontario.  TMS had developed a proprietary technology that facilitated 
the calibration of meters at retail gasoline service stations for the 
purpose of confirming the accuracy of gasoline, diesel and light 
distillate dispensers.  In return for an up front payment and annual 
royalties, Tanknology obtained the exclusive right to use, display and 
exploit the TMS technology in Canada and the United States to 
confirm the accuracy of gasoline and diesel dispensers (pumps). 

 
More legal headaches 

At the end of May, Jean Shoiry, the former President and majority 
shareholder of GSI, initiated legal action against current and former 
members of the Board of Directors of EMS including Frank 
D’Addario.  Mr. Shoiry was claiming $5 million from EMS for alleged 
breach of contract and intentional or negligent misrepresentation 
and a further $5 million from Mr. D’Addario for intentional 
misrepresentation related to the acquisition of GSI.  The Company 
responded that the suit was without merit and that the Board 
members and EMS would defend themselves vigorously. 

 
A new bond… James Bond 

On June 1, EMS signed a new bonding facility with a large multi-
national insurance company that allowed the Company to submit 
bids for more and larger waste management and soil treatment 



November 13, 2007 EnGlobe Corp. – 47 
 

David Brill (416) 644-8164 Northern Securities Inc. 

contracts.  The total facility was for $7.5 million and allows for up to 
$1.5 million per bond.  This was very good news for the Company as 
the new bonding ability allowed it to submit tenders for more long 
term revenue contracts.  EMS also arranged a $3.0 million demand 
loan to support ongoing operations at this time. 

 
Michigan tells Ontario to keep its garbage 
to itself 

July 28 brought good news for EMS as it entered into a three-year 
contract with the City of Toronto to manage biosolid waste material 
generated by the city’s wastewater treatment operations.  The 
contract was effective as of August 1, 2006 and was expected to 
generate not less than $13.5 million in revenue for the Company.  
This contract was in addition to the three-year contract to manage 
the green bin waste for the city (SSO) signed in September of 2005.  
Both contracts came about as a direct result of the State of 
Michigan’s change in legislation that stopped Ontario from trucking 
its garbage to landfill sites and dumping it there.  It was now very 
clear (at least to EMS) that Ontario needed Ontario-based solutions 
(such as composting plants) to manage the province’s growing 
waste management demands.  At the end of October, GSI amended 
its composting services agreement with the City of Toronto to extend 
the agreement through March 2012 (it was originally to end in 
August 2008) and to double the tonnage to be composted.  While 
the original contract was expected to generate $8 million in revenue 
for EMS, this amendment was expected to add another $21 million 
to Company coffers.   

 
Sued again 

On November 13, 2006, Mr. D’Addario went back to the Ontario 
Superior Court seeking $17 million from the Company and Mr. 
Busseri alleging conspiracy and fraud in the preparation and signing 
of the alleged March 1, 2005 Consulting and Share Pledge 
Agreement.  EMS again stated that the case was frivolous and 
without merit and that it intended to defend itself vigorously.   

 
The Biogénie Merger 

 
The Genie gets out of the bottle 

November 24, 2006 was a big day for EMS.  That was the day they 
completed a merger transaction with Biogénie S.R.D.C. Inc. 
(“Biogénie”), a Quebec-based, privately held international 
environmental firm, which provided on-site and off-site remediation 
solutions to both public and private clients.  Headquartered in 
Quebec City, its customer base included government as well as 
major petroleum, industrial, real estate and utility companies 
throughout North America and western Europe.  In addition to its 
office in the capital of Quebec, Biogénie had offices in Montreal, 
Calgary, Edmonton, Philadelphia, Pennsylvania, Paris, France and 
Reading in the United Kingdom as well as seasonal offices in 
Yellowknife and Iqaluit.  Biogénie was founded in 1986 and had soil 
treatment facilities in Montreal-East, St. Lambert and Lac St. Charles 
Quebec, Paris, France and Risley, UK.  It was, at the time, the largest 
company in its field in Quebec; for the fiscal year ended on March 
31st, 2006, Biogénie’s annual revenue was $50.4 million and its 
EBITDA was $9.4 million (EBITDA margin was 18.7%).   

 EMS saw Biogénie’s operations as complementary to its own, as 
carried out by GSI at the time.  The Company sought out this merger 
in order to create the largest integrated environmental services 
company in Canada and to gain the synergies that came with it.  For 



48 – EnGlobe Corp. November 13, 2007 
 

Northern Securities Inc. David Brill (416) 644-8164 

instance, GSI’s end product (soil from compost) could be used by 
Biogénie to complete remediation of contaminated and degraded 
sites.  In other words, GSI’s output was Biogénie’s input.  Also, 
Biogénie’s laboratories could be used for analytical testing by GSI, 
and the two companies could save money by consolidating their 
insurance programs. 

 
What’s this gonna cost?   

For all of this, EMS paid $55 million plus transaction costs of $1.8 
million for 100% of Biogénie.  The price was then reduced for 
retention and deal bonuses paid to Biogénie employees of $3.2 
million, a Biogénie tax obligation of $2.1 million that the Company 
paid post-closing and other costs ($100,000), to $51.4 million. 

 This net consideration was paid by the issuance of 14, 250,000 EMS 
common shares to the owners of Biogénie at 50 cents per share 
worth $7,122,500 (making the management of Biogénie, who 
remained in place, shareholders of EMS), plus cash of $42.5 million 
plus accrued transaction costs of $1.8 million. 

 To pay for the cash component of the deal, the Company procured a 
new $55 million five-year credit agreement provided equally by the 
Bank of Montreal and the Bank of Nova Scotia.  $13 million is a 
revolving line of credit at prime or the Banker’s Acceptance rate plus 
2%; $42 million is a 5-year term, at the Banker’s Acceptance rate 
plus 2%. 

 ONCAP exercised its right of first offer to acquire (from the March 
2006 financing) an additional $10 million in EMS through the 
purchase of shares at $0.41 per share (24,336,936 shares).  Finally 
members of the EMS and Biogénie management teams and the 
Board of Directors bought almost $1 million worth of shares 
(1,975,976 shares) at $0.50 per share.   

 EMS now had three full-blown business units: 

  Biogénie, headquartered in Quebec City (also the site of its 
technical development centre and its lab), would do site 
assessment and remediation.  This involved environmental 
contracting, off-site treatment and recycling of contaminated soil, 
and the remediation of contaminated and or degraded sites. 

  GSI would do OWM.  This division performed land application, 
composting and disposal of organic waste. 

  Tanknology would continue to do storage tank precision leak 
testing and statistical inventory reconciliation, compliance testing, 
facility compliance, tank system audits, inventory management 
services and meter calibration mostly in the retail petroleum sector. 

 
 
 
Fast forward 

Fast forward now to 2007.  On March 22, EMS announced the 
approval of its second soil treatment facility (STF) in the UK at 
Colnbrook, west of London.  This new STF is 1.5 hectares, has an 
annual capacity of 50,000 tonnes and has received all of the 
necessary regulatory permits that will enable it to operate at least 
until 2010.  It began operations in October.  The Colnbrook facility, 
combined with the STF at Risley outside Manchester are the only 
two STFs in the United Kingdom and are operated in partnership 
with Biffa, one of the country’s leaders in waste management.  The 
Colnbrook STF will treat contaminated soil from London and the 
south east of England where the redevelopment market for housing 
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and related infrastructure is the largest in the UK.  The soil there is 
contaminated with hydrocarbons, and regulators require it to be 
remediated before the sites on which this soil resides can be 
developed for commercial or residential use. 

 EMS provides its proprietary treatment technology (which degrades 
the contaminants to bring the soil to acceptable levels that allow it to 
be used as daily cover in landfills and as restoration soil) and 
operating management to the effort.  The Company will share the 
capital costs and income from Colnbrook with Biffa as it has done 
with Risley since 2005.  Biffa, for its part, provides regulatory 
compliance expertise, site location and placement options for the 
treated soil. 

 
A Rose By Any Other Name   

On April 20th EMS changed its name to EnGlobe Corp. to symbolize 
the fact that it is a worldwide (Globe) environmental services 
company (En).  The ticker symbol in the Toronto Stock Exchange 
changed from EMS to EG as of the open of trading on April 25th of 
this year. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



50 – EnGlobe Corp. November 13, 2007 
 

Northern Securities Inc. David Brill (416) 644-8164 

Appendix II What is Composting?   

 Composting is a natural process whereby micro-organisms 
transform organic waste material into a soil-like product called 
compost or humus (not to be confused with the very tasty dip found 
at middle eastern restaurants). 

 
Compost this… 

Kitchen scraps (including bones), leaves, yard waste, paper, wood, 
food-processing wastes, as well as agricultural crop wastes and 
animal manures (but not diapers) are excellent organic waste 
materials that can be turned into humus.  GSI treats the following 
types of organic waste: 

  Agri-food industry residues 
  Food scraps from municipal SSO waste collection 
  Leaves, grass and yard residue 
  Municipal biosolids (liquid or solid sewage) from wastewater 

treatment plants 
  Pulp and paper residue 
  Slaughterhouse residue  
  Wood and sawdust 

Composting Facility at L’Ange-Gardien, Quebec It should also be mentioned that GSI does treat some inorganic 
waste as well: 

  Ashes 
  Alkaline residues 
  Casting sand 
  Cement dust   
  Gypsum sludge 

 
The Benefits of a Good Compost Pile 

 Composting has three main benefits: 

 1. It reduces the amount of man made waste going into landfills. 

 2. It produces a valuable product (humus) that can be used for soil 
clean up, in landfill sites to help the garbage there decompose 
and by horticulturalists, landscapers and farmers. 

 
 
 
 
 
A good compost pile! 

3. It reduces the amount of carbon dioxide and other greenhouse 
gases that are causing global climate change and that are 
emitted by other forms of waste disposal, especially incineration.  
The compost actually absorbs (or sequesters) carbon dioxide 
within the soil, again reducing carbon dioxide equivalents in the 
atmosphere. 

 It has been estimated that between 40% and 60% of the total waste 
stream created by any city in the developed world can be 
composted. 

 
How Composting Works 

 For the composting process to work best, the micro-organisms must 
have a continual supply of food (read organic waste), oxygen and 
water, and the temperature of this “witches brew” must be held fairly 
constant (warm, but not hot).  Active composting uses two 
temperature phases: 
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 1. High temperature – Up to 65°C to sanitize the product and allow 
a high rate of decomposition; and 

 2. Low temperature – Slows down the process allowing the end 
product (compost) to stabilize.   

 When these inputs are maintained at optimal levels, the natural 
decomposition process is greatly accelerated.  The micro-organisms 
generate heat, water vapour and carbon dioxide as they transform 
organic waste into a stable soil conditioner (humus).  The organic 
waste supplies all of the nutrients necessary for the micro-organisms 
to grow, but minimum quantities of carbon and nitrogen must also 
be present for the process to go forward.  Paper, leaves and wood 
have high carbon content while grass trimmings, yard waste, 
vegetable trimmings, agricultural crop waste and animal manure 
provide nitrogen.  The composter must get the recipe of ingredients 
in the mixture exactly correct, especially the carbon to nitrogen ratio, 
for the process to proceed with maximum efficiency.  If the 
composter gets it wrong, the decomposition of the waste can be 
stopped dead and it may take up to three months (depending on the 
temperature surrounding the pile) to start it up again. 

 
Types of Composting 

 When discussing the decomposition, treatment and beneficial reuse 
of organic waste, the different methods of composting run the gamut 
from residential or “backyard” composting all the way to mid-scale 
or central municipal treatment and/or industrial composting systems.  
While residential composting is adequate for the average 
homeowner, organic material from commercial sources such as 
restaurants, hospitals, apartment buildings and condominiums, 
supermarkets and food manufacturers needs to be managed on the 
larger scale made possible by using centralized composting.  This 
involves the collection and transportation of the organic waste to a 
special facility where it will be prepared and processed into 
compost.  This is exactly what GSI does.  In the design and set-up of 
its organic waste treatment facilities, GSI takes into account the type 
and volume of organic waste that it is receiving, the collection 
method used to obtain the waste, how it is sorted, and of course the 
end use of the resulting output, the humus.   

 There are a number of ways to compost and treat organic waste: 

 
Do not open this windrow! 
 
 
 
 
“To everything turn, turn, turn…” 
   – The Byrds 

1. Windrows or Static Pile Technology:  Organic material is 
placed in long triangular piles outside called windrows.  These 
windrows are turned on a monthly basis by a bulldozer and 
watered occasionally to ensure the micro-organisms get an 
adequate supply of both oxygen and water.  This method is 
commonly used for composting leaf and yard waste, commercial 
food waste and shredded Christmas trees.  It is the least 
technological and the slowest of the methods used to break 
down organic waste.  The time required to produce stable 
compost that is ready to market using this technique is 12 to 18 
months.  For GSI, this process produces potting mixes and 
topsoil in addition to high quality compost. 

 2. Static Aerated Pile: Organic waste material is placed into 
windrows over perforated pipes.  Rather than turning the piles, 
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air is supplied to the micro-organisms through these pipes.  This 
speeds up the composting process. 

 3. Aerated Platform Technology:  Source separated organics are 
received and processed in a Quonset Hut-type building that 
uses negative air pressure and a bio filter to control odors.  The 
SSO mixture is then placed on aerated platforms for two to four 
weeks where warm air is blown into it.  Thermophilic composting 
takes place on these platforms which speeds up composting 
time from the 12 to 18 months of the static pile to just four to 
eight months until the product is ready to be sold to end users. 

 4. In-Vessel:  These systems are either fully or partially enclosed 
and can handle more material in a smaller space than Windrows, 
Static Pile or Static Aerated Pile processing.  But the in-vessel 
technique is much more costly than those other methods.  
These systems provide better control of aeration, temperature 
and moisture of the organics, which results in faster 
decomposition.  Water can be added to maintain moisture and 
air can be pumped in to provide oxygen and help with 
temperature control.  There exist three types of in-vessel 
systems in the market today: 

  Channels or Troughs – The composting process takes place 
in long rectangular troughs or channels where the material is 
watered and aerated. 

  Containers – Composting takes place in closed containers 
that are supplied with air from the outside.  Excess moisture 
and air are removed from the containers to maintain ideal 
composting conditions inside. 

 
 
 
 
 
Days, not months 

 Automated Turning Systems or Rotating Drums or Tube 
Digesters – These systems automatically turn compostable 
matter in corridor/silos or drums inside a closed building.  
The rotation ensures that the micro-organisms are supplied 
with adequate oxygen and that the organisms are exposed to 
all the organic material present in the silo.  The material 
remains in the drum for three to five days and then it is 
transferred to windrows for final processing.  This closed 
system increases composting productivity while containing 
odours and takes only 15 to 18 days (as opposed to 
months), but costs much more than synthetic pile 
composting because it takes place in a building and requires 
energy to turn the drum. 

 
 
 
No oxygen? 

5. Anaerobic Digesters: Organic waste material can be digested 
in oxygen-free or anaerobic environments by organisms that do 
not need oxygen.  The length of time needed to process waste 
in this way is between 2 and 20 days.  This process produces 
humus (good), methane and carbon dioxide (bad).  The 
methane can be captured and converted into energy (good), but 
the CO2 escapes into the atmosphere (bad).  Following 
digestion, the humus is transferred to windrows outside for final 
processing.  This is when the carbon dioxide escapes. 

 GSI uses all of the above-mentioned composting methods except 
Anaerobic Digesters. 
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 Where Does Organic Waste Come From? 

  Resource industries such as pulp and paper. 
  Agriculture and food producers. 
  Food processing companies. 
  Manufacturing companies. 
  Municipalities (residential green box programs). 

 
Where Does It All Go? 

 GSI’s composting facilities are also manufacturing operations.  The 
division uses organic waste to manufacture compost (or humus), 
which is then distributed and sold as follows: 

 
 
 
 
100,000 metric tons per year! 
 
 
 
 
 
 
 
 
 
300,000 tonnes per year! 

Horticultural Products – GSI produces high quality finished compost 
that is sold in both bulk and bagged format for horticultural and 
landscaping use.  It produces more than 50 different kinds of black 
earth, compost, manure, soil mixes and fertilizer products that are 
sold in stores, national retail chains like Canadian Tire and Home 
Depot.  Some of these products are targeted towards the agricultural 
market such as alternative organic fertilizers and amendments.  The 
bagged product is for domestic use and is offered under two brand 
names:  Humix (10 different products) and BioGro (20 products 
including stones).  EG sells approximately 100,000 metric tons of 
this stuff per year.   The bulk products are used by landscape 
architects, indoor and outdoor plant producers and green space 
maintenance experts.  GSI’s name in bulk product is Les Composts 
du Quebec, and at last count this brand offered 45 different products 
to the marketplace.  The Company sells approximately 300,000 tons 
of bulk product annually. 

 Landfill Alternative Daily Cover – Lower grade (what’s lower grade 
than trash?) treated organic waste can be used as cover material on 
the surface of the active part of a municipal solid waste landfill at the 
end of each day to help control fires, odour, blowing litter and 
scavengers.  It also helps the garbage that is present to start to 
decompose.  GSI gets paid for the treated waste it sells to 
municipalities for this purpose. 

 Erosion Control – GSI provides treated organic waste to farmers, 
land developers and construction companies to both prevent and 
control wind and water erosion.  The use of compost for erosion 
control carries the following benefits: 

  The compost improves the soil structure, porosity and bulk density 
thereby creating a better environment for roots of both plants and 
trees to take hold.  These roots are what stop the soil from 
eroding. 

45,000 tonnes per year  It also increases the infiltration and permeability of heavy soil, 
reducing runoff and the erosion that goes with it. 

  Compost improves the water holding capacity of sandy soil; this 
reduces water loss and leaching. 

  Compost always adds micro and macronutrients to the soil in 
addition to the micro-organisms in the compost itself. 

  It helps to suppress or control certain soil-borne pathogens. 
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  Compost can help plant matter to hold on to the nutrients that it 
does get from the soil. 

  It can improve and stabilize the pH in the soil. 

  Compost will bind and degrade some pollutants in the soil. 

 Site Rehabilitation or Remediation – Biogénie will use GSI’s end 
product (treated organic waste) to complete its remediation of 
contaminated and degraded sites.  Both divisions (and of course EG 
itself) benefit from this arrangement; GSI’s output is Biogénie’s input.  
Nothing is wasted.  Biogénie uses this material in the reclamation of 
residential land, abandoned mines, sand and gravel quarries, 
sanitary landfill sites and in reforestation work.  This treated waste 
can also be used by different companies to help them reclaim other 
brownfield and degraded sites.   

 Agricultural Use – GSI sells some of its treated humus in bulk to 
farmers to help fertilize certain crops. 
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