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Highlights
M&A Activity

• Th e middle market continues to demonstrate its resilience 
despite broader market volatility, with overall M&A volume 
up 20 percent over the year ago period. Flight to quality is 
fueling a highly competitive market, with purchase price 
multiples expected to remain elevated for the best companies. 
Th rough November 2011, the reported median strategic 
buyer multiple was 7.7x for middle market transaction values 
below $250 million, which compares to a fi nancial buyer 
multiple of 6.3x EBITDA (Page 2). A bifurcated market 
is dictating valuation multiples, with a premium paid for 
quality, defi ned today by industry, size, stability of cash fl ows, 
and growth prospects. 

• Broadly, the waste industry is seeing heightened competition 
from cash-rich strategics and private equity fi rms eager to 
put capital to work; marquee properties are garnering high 
multiples (Page 3). Environmental Services M&A activity is 
steady, with year-to-date volume tracking to prior year levels. 
Metals Recycling & E-Waste is showing the largest gains, 
with deal activity nearly doubling. 

Industry Valuations
• Th e equity markets remain volatile amid the uncertain macroeconomic environment. Environmental services stocks have 

come under pressure, with all sectors seeing EBITDA multiple contraction from Q2 ‘11 (Page 14). Special Waste is leading 
the sector indices, outperforming the industry and broader market over the last twelve months. 

Operating Highlights
• Solid Waste companies are working harder to protect business due to the weak economic recovery. Th ere continues to be 

strong discipline maintained around price and cost containment to preserve and expand margins. Large players are looking 
to enhance their value proposition to retain and grow their customer base and are increasing investment in diversion assets, 
citing recycling and organics as areas of future growth. Operators anticipate growing waste streams from recycling and see 
the area as a source of future competitive advantage. 

• Special Waste companies are reporting growth on strong market demand. Growth is broad-based, with participants speaking 
to steady industrial project activity. Waste-to-energy volumes are performing well despite the sluggish economy. Investments 
in the energy sector are expected to bring continued growth, particularly around shale gas markets, with companies reporting 
a high level of activity in energy services.  

• Th e slow U.S. recovery continues to be a drag on scrap generation with domestic margins pressured amid increased 
competition. Operators reported higher selling prices on strong export market demand in the quarter. Industry participants 
continue to pursue targeted acquisitions to secure supply, expand footprints in higher growth markets, and diversify 
customer relationships. 

• Public E&C companies report continued positive trends in performance, citing balanced growth supported by improving 
backlog and shifting mix to higher-margin services. Companies continue to focus public sector work on priority and 
regulatory-driven programs amid budget uncertainty, with energy consulting and security cited as areas seeing greater 
stability and continued demand. Private sector strength is supported by renewed activity in energy and industrial projects. 
Participants report increased capital spending by energy and power sector clients. International markets are critical to 
growth, with developing markets of Asia and Latin America cited for continued high demand from mining and energy 
projects. Participants are actively looking to advance acquisitions that bring cross-selling opportunities and end-to-end 
capability and geographic market expansion.

Spotlight:
Waste Recovery Driving
Secular Growth
Waste streams are growing and becoming more 
specialized, calling attention to waste recovery.

Oil Collections & Rerefi ning
Market Update
Used oil is becoming a valuable resource as 
attention turns to energy recovery. The value 
chain is advancing as collectors and rerefi ners seek 
partnerships to secure a market advantage as the 
industry consolidates. In this update, BGL shares 
opinions gathered from industry executives on 
rerefi nery project expansions, future challenges, 
and the increasing role of M&A. 
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Mergers & Acquisitions Overall M&A Activity 

Middle Market M&A Activity

Mergers & Acquisitions Activity

Private Equity Transaction Activity

Leverage Equity Contribution

Source: Capital IQ.

Source: Standard & Poors LCD.

Source: Standard & Poors LCD.*NOTE:  Data not reported due to limited number of observations for period.*NOTE:  Data not reported due to limited number of observations for period. Source: Standard & Poors LCD.

Source: PitchBook.Counts only include deals with disclosed transaction values.

Source: Standard & Poors LCD.

Strategic Buyer Valuation Trends Financial Buyer Valuation Trends

Based on announced deals, where the primary location of the target is in the United States.

Acquisition Financing Trends

Transaction Count by Deal Size

Middle market enterprise values between $25 million and $500 million.

Middle market enterprise values between $25 million and $500 million. Middle market enterprise values between $25 million and $500 million.
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NOTABLE M&A ACTIVITY IN SOLID WASTE 
In December 2011, Veolia Environnement S.A. (ENXTPA: VIE) announced it 
was pursuing a sale of its U.S. solid waste business, Veolia ES Solid Waste Inc. 
In a public statement announcing the company’s divestiture plans, Veolia CEO 
Antoine Frerot cited an insuffi  cient critical mass as the primary rationale for the 
sale. In 2007, Veolia management projected the U.S. solid waste management 
business could grow to be a $1 billion operation. Today, it is ranked as the 
fi fth largest solid waste management company in the country, supported by 
2,800 trucks, 3,375 employees and more than 150 locations. Th e business 
generated $822 million in revenue in 2010 and is profi table. Management 
indicated that substantial capital investment would be required to improve its 
market position, and the divestiture would refocus its eff orts and resources into 
higher earning assets. 

Early speculation narrows potential suitors to a short list if the business 
is sold in one transaction, given an estimated valuation of $1.2 billion to 
$1.7 billion, according to industry analysts, with private equity cited among 
the logical bidders. Insiders say Veolia may elect to break up the company 
and sell it in parts. Th e company’s regional footprint is concentrated along a 
geography extending from Florida to the upper Midwest, with a signifi cant 
presence in Wisconsin. It has additional locations serving Pennsylvania, New 
Jersey and Quebec, as well as a signifi cant number of properties in Alabama, 
Georgia, and Florida. A handful of Canadian sites will be excluded from 
the sale. 

Proceeds from the sale are earmarked to pay down corporate debt and increase 
cash fl ow, a program which has been in place since 2009. Th e company 
completed the divestiture of its U.S. waste-to-energy business to Covanta in 
February 2010, a transaction that was announced in July 2009.

In October 2011, Advanced Disposal Services Inc. (Advanced Disposal) 
acquired MOR Recycling and Carting, Inc. (MOR). MOR began operations 
in 2005 providing commercial front-load and roll-off  waste and recycling 
services. Th e purchase includes fi ve trucks and more than 725 containers, 
expanding the company’s footprint in the Lexington and Richland areas. 
Advanced Disposal is looking to grow its operations in the Columbia 
marketplace, and the buy is expected to strengthen the density and effi  ciencies 
of the company’s commercial collection operations in the region, according to 
a statement by Regional Vice President Charlie Gray.  

In August 2011, Advanced Disposal  completed the acquisition of 
Curly’s  Waste Disposal LLC. With the purchase, the company will acquire 
Curly’s transfer station in Eatonton, Georgia; 150 commercial customers, 
including contracts and containers; and four roll-off  trucks. Th e buy is expected 
to increase the company’s presence in central Georgia and strengthen the 
density and effi  ciencies of its roll-off  collection operations in Putnam County, 
in addition to providing hauling synergies and additional landfi ll volumes.

Th e transactions follow on the April purchase of Countywide Waste Disposal 
Inc. Advanced Disposal is backed by private equity fi rm Highstar Capital, 
which acquired the company in 2006.

Mergers & Acquisitions Environmental Services M&A Activity

SOURCE: Capital IQ, Waste & Recycling News, Equity Research; and Company Filings.

Source: Capital IQ, mergermarket, PitchBook, and BGL Research.

Historical Environmental Services M&A Activity

Based on announced deals, where the primary location of the target is in the United States.

Quarterly M&A Activity by Sector
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Mergers & Acquisitions Environmental Services M&A Activity

SOURCE: Capital IQ, mergermarket, Waste & Recycling News, Equity Research, and Company Filings.

NOTABLE M&A ACTIVITY IN SOLID WASTE 
In October 2011, Waste Pro USA Inc. (Waste Pro) acquired Mississippi 
Industrial Waste Disposal, Inc. (MIWD), a buy it calls the largest privately 
owned commercial solid waste company in Mississippi. Founded in 1971 and 
based in Columbus, Mississippi, MIWD currently operates in seven counties 
in Mississippi and one in Alabama. Th e company employs 40 people, off ering 
disposal, recycling, demolition and collection services for industrial and 
commercial waste.  With the acquisition, Waste Pro now has fi ve locations in 
Mississippi, a strategic market the company intends to grow organically and 
by acquisition, according to Waste Pro President and CEO John Jennings, in 
a company press release announcing the transaction. MIWD is expected to 
retain its name.

MIWD is Waste Pro’s ninth acquisition so far this year. Th e buy follows the 
April purchase of the Florida and Alabama operations of Emerald Waste 
Services LLC; and the acquisitions of Alternative Waste Services, Inc., Eastern 
Wastes Services, Green Key Environmental Solutions, Inc., Waste Container 
Services LLC, Greenstar Recycling, C&D Ltd LLC and Pelican Commercial 
Waste Services in February. 

Waste Pro USA is a portfolio company of private equity fi rm Roark Capital 
Group, which made a $100 million growth equity investment in the company 
in October 2009. 

In October 2011, Recology Inc. acquired CleanScapes Inc., a buy that 
represents a new market entry and platform for expansion for the company. 
Based in Seattle, Washington, CleanScapes provides solid waste, recycling 
and yard waste hauling services in the cities of Seattle and Shoreline and 
exterior cleaning operations in Seattle, Portland, and San Francisco, serving 
approximately 80,000 residential customers and 10,000 commercial 
customers. Seattle is divided into two contracts, with Waste Management 
Inc. handling the other half of the city. CleanScapes employs about 280 and 
generated approximately $47 million in revenue in 2010. 

Th e combination will enable CleanScapes to leverage the resources of a larger 
organization and accelerate an aggressive expansion plan that includes growing 
its footprint and services in the Pacifi c Northwest. Th e company was recently 
awarded a contract as the city of Issaquah, Washington’s solid-waste disposal 
provider beginning in July 2012 pending city council approval, and it plans to 
bid on several other municipal solid-waste contracts.

Th e companies were said to have been in talks for about three or four months 
before agreeing to a transaction. CleanScapes is expected to retain its name and 
management team. CleanScapes received venture funding from SJF Ventures 
in 2009. 

Based in San Francisco, California, Recology (fka Norcal Waste Systems 
Inc.) was ranked number 10 on the Waste Age 100 with 2010 revenues of 
$539 million. Th e company employs approximately 2,600 and provides 
waste, recycling, and environmental services in northern California, Oregon, 
and Nevada. 

In August 2011, Waste Connections Inc. announced it was acquiring 
Anchorage, Alaska-based Alaska Pacifi c Environmental Services Anchorage, 
LLC and Alaska Green Waste Solutions, LLC (Alaska Waste). Th e buy 
represents a new market entry and platform for expansion for the company, 
with Alaska Waste the largest privately owned solid waste management 
company in the state. Alaska Waste provides trash, recycling, and composting 
services in Anchorage, the Matanuska-Susitna Valley, Fairbanks, the Kenai 
Peninsula, and Kodiak Island. Th e company generates approximately $65 
million in annual revenue. 

With the acquisition, Waste Connections will have operations in 30 states and 
will establish a new regional platform for growth. “Alaska Waste provides us 
an attractive opportunity to enter multiple markets within a new state and 
with leading market shares,” Waste Connections CEO Ronald J. Mittelstaedt 
said in a statement. “Alaska Waste has more than doubled its revenue over the 
past fi ve years primarily through acquisitions and new sustainability initiatives, 
including recycling, composting, and biodiesel refi ning.” Th e transaction is 
expected to close during the fi rst quarter of 2012. 

Th e Alaska Waste buy is the second major move into a new market for Waste 
Connections this year. In April 2011, the company made a foray into the 
Northeast with the $299 million purchase of Albany, New York-based County 
Waste and Recycling Service Inc., which gave it a foothold in the Hudson 
Valley region and boosted its annual revenue by approximately $120 million.

Progressive Waste Solutions, Ltd. (TSX: BIN), through its subsidiary IESI 
Corp., completed multiple tuck-in acquisitions in Q3 ’11 with the purchase 
of Th e Recycling Foundation, Inc., Eagle Disposal Inc., and Elite Waste 
Industries Inc., all in August.

Founded in 1995 and based in Lafayette, Louisiana, Th e Recycling 
Foundation is credited with establishing the fi rst material recovery facility in 
the state of Louisiana. Th e company serves more than 500 businesses and holds 
curbside recycling contracts for East Baton Rouge Parish, Lafayette, Zachary, 
Youngsville, and Carencro. It processes approximately 5,000 tons of recyclables 
per month. Th e material recovery facility located in Baton Rouge is a single 
stream facility with approximately 35,000 square feet.   

Phil Smith, Region Vice President of IESI, discussed the rationale for the 
acquisition, “We have been at the forefront of recycling in other parts of the 
country, and we intend to tap into our knowledge and expertise to increase 
recycling in Louisiana.” Th e tuck-in acquisition is part of IESI’s broader 
strategy of building a strong network of assets in Louisiana and enhances its 
plans to expand recycling services throughout the state. Th e cash purchase 
price paid was $27.5 million.

Founded in 2001 and based in Franksville, Wisconsin, Eagle Disposal Inc. 
provides residential, commercial, and industrial trash hauling services. Th e 
cash purchase price paid was $7.9 million.

Founded in 1993, Elite Waste Industries Inc. provides waste removal services 
in Houston, Texas. Th e company off ers dumpsters, including daily/weekly 
pick-up front-end loaders, compactors, and roll off s, as well as consultation for 
commercial, industrial, apartments, solid waste, demolition, and construction 
sites. Th e cash purchase price paid was $6.0 million.
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Mergers & Acquisitions Environmental Services M&A Activity

SOURCE: Capital IQ, mergermarket, Waste & Recycling News, Equity Research, and Company Filings.

NOTABLE M&A ACTIVITY IN SOLID WASTE 
In July 2011, Waste Management, Inc. (NYSE: WM) acquired Oakleaf 
Global Holdings (Oakleaf ), bringing together the nation’s largest waste hauler 
and waste broker. Based in East Hartford, Connecticut, Oakleaf has a North 
American vendor network of 2,500 preferred haulers, and is the leader in 
outsourced hauling, disposal, waste diversion, and recycling services to support 
customers’ waste and recycling solutions. In 2010, the company generated 
revenues of approximately $580 million. 

Oakleaf CEO Steve Preston called the deal a game-changer and a transformative 
event for the waste industry. By controlling the brokerage business, WM will 
be better able to compete for national contracts and control tonnage coming 
out of the accounts. Preston estimates Oakleaf controls 50 percent or more 
of the brokerage market. Th e company’s customer base spans roughly 800 
national accounts which service approximately 115,000 locations across the 
country and generate an estimated 5 million tons of waste annually.  

Oakleaf ’s vendor hauler network will expand WM’s service footprint to new 
geographies and its partnerships with third-party service providers. WM can 
leverage its hauling, recycling, diversion and disposal assets to competitively 
provide third-party haulers with additional revenue-generating services, such 
as organic and electronic waste recycling. 

Th e transaction represents an exit for private equity investor New Mountain 
Capital, LLC, which acquired Oakleaf in 2007.  Th e transaction excludes Valet 
Waste, which provides waste and recycling services to apartment complexes. 

Th e cash purchase price paid for Oakleaf was $425 million, valuing the 
company at .73x revenue.

NOTABLE M&A ACTIVITY IN SPECIAL WASTE 
In December 2011, Heritage Crystal Clean, Inc. (NasdaqGM: HCCI) 
acquired assets of the used oil collection business of Crystal Flash Limited 
Partnership of Michigan, formalizing a long-standing working relationship 
between the two companies. Th e buy will add roughly 2,000 new customers 
and approximately 3.5 million used oil gallons per year, primarily in the state of 
Michigan. Total consideration of $3.5 million consists of $1.7 million in cash 
at close and an estimated $1.8 million in contingent payments tied to future 
performance of the business. Th e acquisition is expected to add approximately 
$6 million to $7 million of annual revenue, serving as an important supply of 
feedstock for its used oil rerefi nery.

In November 2011, Perma-Fix Environmental Services Inc. 
(NasdaqCM:PESI) completed the acquisition of Safety & Ecology Holdings 
Corp. (SEC), previously announced in July. Based in Knoxville, Tennessee, 
SEC remediates nuclear materials for the U.S. Department of Energy, the U.S. 
Department of Defense, other federal agencies, and commercial customers. By 
combining with the company’s existing onsite services business, Perma-Fix will 
now off er comprehensive end-to-end nuclear waste solutions, according to a 
statement by Perma-Fix CEO Louis Centofanti. Th e purchase price paid was 
$24.5 million, valuing SEC at .28x revenue. 

In September 2011, Universal Environmental Services, LLC (UES) merged 
its used oil collection business with the collections business of Th e McPherson 
Companies (TMC). Th e move will establish UES’ position as the dominant 
used oil collector in the Southeastern U.S, a collection footprint that extends 
from North Carolina to Louisiana and from Georgia to southern Ohio,  
securing valuable feedstock to fi ll its 30 million gallon rerefi nery, slated to 
come online during Q1 ’13. 

UES is backed by private equity investor MidMark Capital, which acquired 
the company in 2004. In April 2011, UES received an equity investment from 
Avista Oil AG, the largest used oil rerefi ner in Europe, to pursue its U.S. 
expansion into rerefi ning. 

In August 2011, Clean Harbors, Inc. (NYSE: CLH) acquired 
DuraTh erm, Inc. DuraTh erm provides waste management and recycling 
services to the petroleum and petrochemical industries. Th e company off ers 
recovery solutions for petroleum refi ning and petrochemical metal-bearing 
spent catalysts. It provides desorption services, mobile services, hydrocarbon 
recovery services, metal recovery services, and project services. Its customer 
base includes U.S. energy and hydrocarbon product manufacturers that 
operate petroleum refi neries, olefi n plants, pipelines, and terminals.
DuraTh erm received a growth equity investment from Virgin Green Fund and 
Masdar Clean Tech Fund in 2008.

In July 2011, Clean Harbors acquired the assets of Destiny Resources 
Services (Destiny) from Logan International Inc. Houston, Texas-based 
Destiny is a provider of seismic drilling services. Cash consideration paid was 
CAD $38 million.

NOTABLE M&A ACTIVITY IN
METALS RECYCLING & E-WASTE
In December 2011, Avnet, Inc. announced the acquisition of 
ROUND2 INC. and its parent Round2 Technologies, Inc., a leading 
e-recycling service provider off ering a wide range of integrated asset disposition 
and technology recovery solutions. Founded in 2005 and headquartered in 
Austin, Texas, ROUND2 is a national provider of integrated and customizable 
recycling services, off ering vertically integrated solutions through electronics 
testing and repair, product disassembly, and commodity recycling. Th e 
company operates R2 certifi ed redistribution centers in Texas, Ohio, and 
Georgia and generated revenue of approximately $40 million in 2010.

ROUND2 will become part of Avnet Integrated Resources, which provides 
reverse logistics and after-market services to the global technology industry. 
Th e acquisition is expected to expand Avnet’s reverse logistics capabilities and 
complement its strategy to off er a total solution to the after-market services 
industry. Th e transaction is expected to close in January 2012. 

PSC Metals, Inc. has been active on the acquisition front. Th e company 
announced in November 2011 the acquisitions of Knoxville, Tennessee-based 
Metals Solutions LLC and Knox Recycling, Inc. Metals Solutions produces 
secondary aluminum, which will broaden the company’s product and service 
off ering to existing aluminum customers. Broker Knox Recycling will buy 
recyclable material for processing at other PSC Metals locations in the region, 
according to a recent press release, allowing the company to expand westward in 
the Knoxville area and serve those companies interested in recycling materials. 
In January 2011, PSC Metals opened a $35 million scrap recycling facility in 
Knoxville to provide scrap iron to nearby steelmaker Gerdau. 
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NOTABLE M&A ACTIVITY IN
METALS RECYCLING & E-WASTE
In September 2011, PSC Metals acquired Paragould, Arkansas-based 
Shapiro Brothers, Inc. furthering its expansion plans in the Midwest. Shapiro 
Brothers buys, sells, and processes ferrous and non-ferrous scrap, including 
industrial and obsolete grades of scrap, operating two sites in Missouri and one 
each in Illinois and Arkansas. Th e company employs approximately 63 people. 

Th e transactions follow on the the acquisition of Crossville, Tennessee-based 
Wedel Iron and Metal in May and in January, St. Louis, Missouri-based Cash’s 
Scrap Metal & Iron, with fi ve locations in Missouri.

In October 2011, E-Waste Systems, Inc. (OTCBB: EWSI) completed the 
acquisition of Tech Disposal, Inc., (TDI), previously announced in July. 
Founded in 2010 and based in Columbus, Ohio, TDI is an electronic waste 
recycler and asset recovery specialist, providing end-of-life solutions for a 
wide range of electronics.  Th e company follows responsible recycling eff orts 
in accordance with R2 and Basel convention. Th e business will be re-named 
E-Waste Systems (Ohio), Inc. 

Headquartered in London, EWSI’s mission is to become a leading provider of 
electronic waste processing services in key geographies around the world. Th e 
buy marks the fi rst step in the company’s acquisition growth strategy designed 
to build an integrated platform serving the rapidly emerging e-waste industry. 
EWSI is actively pursuing businesses facing regulatory and other mandates for 
the handling of e-waste and plans to extend its reach to off er a comprehensive 
suite of value-added services and invest in state-of-the-art recycling technology. 

TDI’s Midwest location is integral to EWSI’s buy-and-build strategy. Ohio is 
the seventh most populated state in the U.S. and generates over 200 million 
pounds of e-waste annually, of which less than 20 percent is properly recycled. 
Th e state currently has e-waste legislation pending, with EWSI well-positioned 
to support eff orts in handling the adequate disposal of e-waste. 

In October 2011, Insight Equity completed the acquisition of Versatile 
Processing Group, Inc. (VPG), previously announced in September. 
Headquartered in Indianapolis, Indiana, VPG is a provider of metals recycling 
and other related services to the utility industry. Th e company’s service 
off ering includes recycling of metal and plastic stripped from discarded wire 
and cable, sorting and recycling of various scrap metals, and decommissioning 
and recycling of used transformers and other related electrical equipment. Th e 
company serves customers nationwide from facilities in Defuniak Springs, 
Florida; Des Plaines, Illinois; Nabb, Indiana; and Wills Point, Texas. Th e 
transaction represents an exit for Merit Capital Partners, which made an 
investment in VPG in 2005.

In August 2011, Waste Management, Inc., (NYSE: WM) through its 
subsidiary WM Recycle America, LLC, advanced its expansion into 
electronics recycling with the acquisition of Access Computer Products, Inc. 
and partner Mordell, LLC. Based in Loveland, Colorado, Access refurbishes, 
recycles, and resells computer equipment, cell phones, and other electronic 
devices, as well as ink and toner cartridges. Also based in Loveland, its Mordell 
subsidiary refurbishes 2,200 laptop computers a month and recycles 1,800 
more, employing 12 technicians and 18 support personnel. According to a 
company statement, the acquisition will help Waste Management triple the 
amount of material it recycles to 20 million tons by 2020.

Mergers & Acquisitions Environmental Services M&A Activity
NOTABLE M&A ACTIVITY IN ENVIRONMENTAL 
CONSULTING, ENGINEERING & CONSTRUCTION
In September 2011, Tetra Tech, Inc. (NasdaqGS: TTEK) completed the 
acquisition of consulting fi rm PRO-telligent, LLC. Founded in 2000 and 
based in Arlington, Virginia, PRO-telligent provides a wide range of technical 
support services primarily to the U.S. Department of State at locations 
worldwide. Th e company is recognized as one of the fastest-growing U.S. 
federal government contractors, according to a press release announcing the 
transaction. PRO-telligent has more than 600 employees, comprised of highly 
specialized security-cleared foreign aff airs and international development 
experts, engineering and information technology professionals, management 
consultants, and support personnel. Annual revenues are approximately 
$100 million. PRO-telligent will be integrated into Tetra Tech’s Technical 
Support Services business.  

In August 2011, Apex Companies, LLC acquired TITAN Engineering, 
Inc. Headquartered in Frisco, Texas, TITAN is a full-service environmental 
engineering, consulting, and management company. Th e company’s seven 
additional offi  ces in Texas (Southlake, Fort Worth, Austin, Houston, San 
Antonio, Pearland, and Amarillo) provide it with a strong regional presence in 
the state. TITAN serves clients in the telecommunications, petrochemical, and 
energy sectors. Financing for the transaction was provided by Madison Capital, 
NewStar Financial, and Churchill Financial. 

Apex was acquired by private equity fi rm Tailwind Capital in an LBO in 
December 2010. Founded in 1988 and based in Rockville, Maryland, Apex 
is a national water resources and environmental services fi rm serving private 
and public sector clients. Th e company has expertise in providing specialty 
environmental services, such as water resources, including stormwater and 
wastewater services; indoor air quality and industrial hygiene; remediation and 
restoration; and traditional environmental services. Apex serves clients across 
diverse end markets including industrials, retail, energy, and real estate. Th e 
company’s multidisciplinary staff  of approximately 400 professionals includes 
hydro-geologists, geologists, environmental scientists, and engineers which are 
deployed across a network of 30 offi  ces throughout the United States.

In August 2011, Energy Capital Partners acquired a majority interest in 
CoaLogix Inc. Founded in 2007 and based in Charlotte, North Carolina, 
CoaLogix is a provider of selective catalytic reduction (SCR) management and 
catalyst regeneration technologies for SCR systems used by coal and gas fi red 
power plants to reduce nitrogen oxide (NOx) emissions in the United States 
and internationally. Th e company off ers catalyst cleaning, rejuvenation, and 
regeneration; value proposition; and various service yields compliance services. 
Th e company also provides SCR catalyst management and consulting services 
including computer simulation, inspection, testing and analysis to help utilities, 
independent power producers, and other SCR operators optimize their NOx 
reduction performance and achieve regulatory compliance at lower costs. 

Energy Capital Partners acquired a 65 percent stake in CoaLogix in an LBO 
for $61.8 million, valuing the company at $101 million, or 4.7x revenue.

SOURCE: Capital IQ, mergermarket, Waste & Recycling News, Equity Research, and Company Filings.
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BGL’s Global Environmental Services practice has extensive history with and 
transaction expertise across the entire environmental services spectrum. Broad in 
scope, the practice covers four major subsectors as we defi ne them: 

• Special Waste (liquids, gases, medical waste, used oil, etc.)
• Solid Waste
• Environmental Consulting, Engineering & Construction 
• Metals Recycling & E-Waste

We also address auxiliary markets serving or adjacent to environmental services, such 
as capital equipment manufacturing and technology. 

In supporting the environmental services marketplace, we periodically publish 
research via the Environmental Services Insider, which contains:

• In-depth mergers & acquisitions and capital markets data

• Public company fi nancial and operating performance metrics

• Primary research developed using opinions gathered from leading 
executives and investors concerning trends and issues aff ecting 
the industry 

Over the course of this past year, we have released research reports containing market 
commentary on used oil collections and rerefi ning, calling attention to one subsector 
within the broader special waste market. Developments in the used oil marketplace 
provide further evidence of the increasing focus on value recovery that is taking place 
both within the broader waste industry and the liquid waste market.

Building upon our successes in working with recyclers and other companies involved 
in waste recovery, Eff ram Kaplan, head of BGL’s Environmental Services practice, 
recently had the opportunity to speak at the annual NORA conference and discuss 
BGL’s views on the liquid waste and special waste recycling market. Visit the NORA 
website at www.noranews.org to access the information or contact Eff ram Kaplan 
at ekaplan@bglco.com or Rebecca Dickenscheidt at rdickenscheidt@bglco.com to 
obtain a copy of the presentation and discuss our experiences and capital markets 
and merger and acquisition services.

Resource scarcity, growing waste streams, and increased regulatory scrutiny and sensitivity have elevated sustainability to the forefront 
of corporate strategic initiatives. Regulatory changes, such as land bans and carbon emission laws, coupled with the types of products 
manufactured today and the rapid rate of consumption, are giving rise to new waste streams and advancing the need for waste recovery. 
Altogether, the sustainability push is driving increased investment and capital spending in waste-to-value services and solutions. 

SPECIAL WASTE
Non-traditional waste streams (wastewater, medical waste, used oil, ozone-
depleting gases, and other hazardous and nonhazardous liquids, chemicals 
and gases) are multiplying and technologies to handle such waste streams 
are becoming more advanced and specialized. Accordingly, companies that 
service generators of these waste streams and convert these streams into 
value are well positioned for growth.   Medical waste represents a case in 
point, in which volumes are rapidly growing. Strong demand drivers, namely a 
growing and aging population, pressure to reduce healthcare costs, and new 
requirements for regulated medical waste disposal, will likely increase the need 
for outsourced services. 

Waste companies are exploring ways to utilize material streams and convert 
them into valuable energy sources. There is greater demand for and capital being 
deployed into collection efforts and conversion and processing technologies, 
including waste-to-energy and uncovering hidden commodity value, which are 
expected to become more meaningful to waste recovery in the coming years. 

ENVIRONMENTAL CONSULTING,
ENGINEERING & CONSTRUCTION
Energy exploration and production and natural resource management open 
up signifi cant potential growth areas within environmental consulting. From 
a commercial/industrial perspective, there is a signifi cant opportunity to treat 
byproducts of the increasing E&P activity taking place in the U.S., particularly 
around shale gas and horizontal drilling projects, including the Marcellus and 
Utica Shale. Firms are benefi ting through their ability to leverage technical and 
engineering expertise in advising natural resource and energy producers on 
conservation, risk assessment, and operating effi ciency, all of which are related 
to waste management and environmental cleanup and protection.  

With the growth of emerging economies and an aging infrastructure comes a 
strain on natural resources and increasing demand for energy. Firms with the 
technical expertise to analyze these problems and derive solutions to conserve 
resources and mitigate the impact on the environment and infrastructure stand 
well positioned to benefi t. 

METALS RECYCLING & E-WASTE
E-waste volumes are only expected to grow given that product life cycles have 
shortened and rates of obsolescence have accelerated. There is a large market 
for material recovery—recycling used equipment to extract valuable metals 
and plastics. Additionally, there is growing demand for complementary value-
added service offerings, such as refurb, resell, and data destruction, which are 
not prone to commodity price risk. 

The opportunity to consolidate and lead in the e-waste market is signifi cant. 
The market and value chain are highly-fragmented, and there is growing 
demand for providers that can offer comprehensive end-to-end management 
and destruction of electronic waste, including material recovery, asset and 
logistics management, data security, asset resale and parts recovery, as well as 
environmental compliance for downstream issues.  

Taking into account the hazardous elements that are in electronic products 
today, there will continue to be legislation governing e-waste disposal and 
exports. While not necessary to sustain market momentum, regulatory support 
provides a basis for favorable long term fundamentals of a growing market.

SOLID WASTE
As less waste heads to landfi lls, industry participants are taking progressive 
steps forward in improving business models, diversifying into new inbound 
waste streams and accessing value from such waste streams. Volume growth 
and improved recycling rates, along with improved processing capabilities and 
productivity, have established recycling as an area of competitive advantage, 
with single-stream and organics cited as high growth areas.

Opportunities exist, if executed well with proven operators and well developed 
strategic plans, to generate attractive returns through the integration of 
collection and recycling operations, transfer stations, and select other strategic 
assets with new technology. Technology is playing a signifi cant role in strategic 
growth, and given recent advancements, the cost of implementation and return 
on investment has become more attractive. Those companies that can identify 
such technologies are able to achieve considerable growth by converting 
captive waste streams into valuable energy and repurposed materials.
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Th e market is undergoing a rapid evolution, with insiders 
expecting a marked shift in the competitive landscape with 
continued higher demand for rerefi ned base oil. As the 
industry continues to trend toward rerefi ning, participants 
in the used oil marketplace, both oil collectors and rerefi ners, 
are evaluating their options and considering ways to 
participate in the future growth. Insiders shared their insights 
on developments in the market:  

• Rerefi ning capacity expansions are continuing with 
fi rst movers securing a market advantage.

• Th e pace of consolidation is accelerating as market 
participants actively seek opportunities to advance 
the relationship between collections and rerefi ning.

• Capital needs in the industry point to an increasing 
role for private equity in shaping the industry’s 
evolution.

• Demand for rerefi ned oil is robust today, with long-
term sustainability to be driven by continuing high 
crude costs, growing demand for green products, and 
access to reliable and high-quality feedstocks.

The race is on
As rerefi ners consider expansion, fi rst movers to a market 
will have a considerable advantage. “Th ere is a land grab 
taking place in terms of which players will take over which 
areas of the country. It will be very interesting to see who 
gets to certain markets fi rst,” commented Gary Maxwell, 
CEO at Rock Canyon Oil. “Until you’ve broken ground 
on a rerefi nery, everybody has the same opportunity, and in 
each geography, there is likely going to be only one,” said 
Matt Finlay a managing director at MidMark Capital, the 
private equity backer of Universal Environmental Services 
(UES). Technology and scale, operating costs, and access to 
feedstock will determine the success of future projects. 

Geography
Several geographies for new rerefi nery capacity have 
been targeted: the Southeast, with UES having already 
broken ground on a 30 million gallon facility in 
Peachtree City, Georgia; the Atlantic Northeast, with 
FCC publicly announcing its fi rst oil recycling facility in 
Baltimore, Maryland in September; and the Southwest, 
with areas such as Albuquerque, New Mexico and 
Phoenix, Arizona mentioned for their regional opportunity. 
Other U.S. sites with rail and water access remain viable; 
however, insiders are quick to comment that while there 
may be a number of opportunities to build, many will 
not materialize.  

Safety-Kleen announced in June it is evaluating sites for 
a second U.S. rerefi nery in the Southeast or Gulf Coast, 
which will present formidable competition in the region. 
Commenting on the announcement, Juan Fritschy, CEO 
at UES, said, “Obviously, Safety-Kleen making a move will 
impact almost everybody in the market. Th e question is: 
do you have the tools to defend your position and a plan 
and the resources to execute it? You need to have a strong 
position on the collecting side which today UES has.” Th e 
UES facility in the Southeast will be the fourth rerefi nery 
for its strategic partner, the Avista Group of Europe. “Th e 
density of rerefi neries in Europe is higher than the density 
of re-refi neries in the U.S. We know how the market may 
evolve when a second rerefi nery becomes operational in 
the same footprint,” Fritschy added. “Th ere are a number 
of rerefi nery projects that are going to go live over the next 
fi ve to ten years, and there will be other rerefi neries in our 
footprint. We will have to carry out the necessary plan to 
protect and grow our business.” Some insiders speculate 
that Safety-Kleen is reevaluating its site selection in the 
Southeast U.S. and could be targeting a geography further 
west, with Houston, Texas mentioned as a viable alternative. 
“We are continuing to evaluate locations, and the recent 
capacity announcements in the region have not aff ected our 
decision,” commented Bobby Schwerin, vice president of 
Tax & Acquisitions at Safety-Kleen Systems. “We already 
collect enough oil to feed the new facility and are not going 
to be in competition with a new rerefi nery that is coming in 
looking to secure that feedstock.” 

Th e Midwest has a signifi cant amount of already established 
rerefi ning capacity demand, with the Heritage-Crystal 
Clean rerefi nery cited as the project that participants will 
be watching very closely in 2012. From a collection and 
rerefi ning demand perspective, how that oil gets collected 
and the size of the footprint aff ected could signifi cantly 
change prices in the street in certain footprints. “We talk 
about the rerefi ning market in the U.S. and the collection 
market in the U.S. Th e reality is the U.S. is not one market,” 
Fristchy remarked. Markets are very local and have diff erent 
dynamics, Fritschy indicated, saying that the U.S. market 
can be segmented, according to UES market research, into 
roughly 12 diff erent regions. “Because of technical diff erences 
in each region—the existence of rerefi ners, location east or 
west of the Mississippi, water access, transportation costs—
you see some operators enjoying good times and others 
just surviving.” “Chicago is probably the most competitive 
market for used oil, and the addition of the Heritage rerefi nery 
just makes it more competitive. More than half of the used 
oil demand for rerefi ning in North America will be within 
a 200-mile radius,” remarked Mike Ebert, vice president of 
Oil Engineering & Technology at Safety-Kleen. “Th at is the 
nature of the business. We have collected more than anyone 
in the market for years and expect to continue.”

Market Update: Oil Collections & Rerefining

“Th ere is a land grab 
taking place in terms 
of which players 
will take over which 
areas of the country.  
It will be very 
interesting to see 
who gets to certain 
markets fi rst.” 

—Gary Maxwell
CEO, Rock Canyon 

Oil

Commenting on rerefi nery 
expansion in the U.S.   



Recent Rerefi nery Project Announcements

FCC                               PUBLIC COMPANY ACTIVITY

• September 2011 – Announced it will invest $50 million in a 40 million gallon oil 
recycling facility, the fi rst of several U.S. plants according to a company statement. 
Located in the Northeast U.S. (Baltimore, MD), the new facility will be the fi rst of its kind 
on the East Coast. FCC expects to break ground in mid-2012 with the facility operational 
by mid-2013. 

HERITAGE-CRYSTAL CLEAN

• In Q3 ’11, the company met critical milestones in its rerefi nery timeline, including the 
successful startup of the front end plant and is producing intermediate VGO product. 
In addition, eight new trucks were added to bring the collections fl eet to 72 trucks 
(theoretical annual capacity of 30-35 million gallons according to analyst estimates). 
HCCI intends to continue to add trucks at an accelerated pace through year-end.

• Completion of the re-refi nery is still on track for late 2011. Budgeted capital expenditures 
for the project were increased to $45-$50 million, up from $40 million, to account for 
project upgrades, HCCI reported in its third quarter fi ling.

• December 2011 – Acquired assets of the used oil collection business of Crystal Flash 
Limited Partnership of Michigan (Page 5). 

NEWALTA

• October 2011 – In preliminary engineering on an expansion of its North Vancouver, 
British Columbia rerefi nery that will double its annual base oil capacity to nearly 20 
million gallons by 2014. In the same announcement, Newalta said it will be undertaking 
a rebranding of its lubricants product portfolio and expects to launch its own brand of 
recycled motor oils during 2012.

                          PRIVATE COMPANY ACTIVITY

UNIVERSAL ENVIRONMENTAL SERVICES

• September 2011 - UES merged its used oil collections business with the used oil 
collections business of The McPherson Companies (TMC), signifi cantly expanding its 
collection footprint in the Southeastern United States. The combined network is served 
by a fl eet of 70 collection trucks and 21 terminals covering a geography that extends 
from North Carolina to Louisiana and from Georgia to southern Ohio. TMC collects an 
estimated 10.5 million gallons of used oil per year, bringing combined gallons collected 
to nearly 30 million (Page 5). 

• The merger follows fi ve months after UES’ announced partnership with Avista Oil AG to 
jointly pursue U.S. expansion into rerefi ning. The TMC merger will further UES’ eff orts to 
build its captive collection network and secure feedstock for its rerefi nery. Construction 
of the 30 million gallon Group I and Group II base oil rerefi nery is on time and scheduled 
to begin production in Q1 ‘13.

SAFETY-KLEEN

• August 2011 – Currently developing engineering plans and narrowing a list of potential 
locations for a third North American rerefi nery. Several U.S. states in the Southeast and 
Gulf Coast regions have expressed strong interest in working with the company on the 
new facility, according to a recent statement. Rail access is a must for the site selection, 
with barge and ship capability also under consideration. 

• Safety-Kleen announced in June 2011 its plans to construct a third facility which will 
increase annual processing capacity by 45 million gallons in the U.S., bringing total 
North American capacity to 200 million gallons of used oil feedstock annually. A base oil 
production capacity estimate for the third rerefi nery has not yet been released. 

       SOURCE:  Company Filings, NORA, BGL Research.

The race is on (continued from page 8)
Geography
Universal Lubricants is currently in the 
basic engineering design phase for a 
second rerefi nery, CEO John Wesley told 
us. Th e company’s rerefi nery in Wichita, 
Kansas has an annual processing capacity 
of 12 million gallons. “We want to build a 
much larger facility than the one we have 
in Wichita. We are committed to making 
that investment, and we are moving 
forward on it.”  Wesley said the company 
is looking at a facility at least double the 
size of the Wichita rerefi nery.

“I think you are going to see more entrants 
to the rerefi ning market. However, we 
have seen new operators face a fairly steep 
learning curve,” commented Mike Ebert at 
Safety-Kleen. “Th e rerefi ning model is not a ‘slam dunk,’” added Safety-Kleen’s 
Bobby Schwerin. “You are hearing capacity announced, but there are many risk 
factors: can those projects get fi nanced, can they fi nd those strategic partners, 
can they secure consistent feedstock quality into their rerefi nery, can they run 
their rerefi nery consistently. Given our expertise, infrastructure, and long-
term presence in the industry, we believe we have a signifi cant competitive 
advantage in the marketplace.”

Size and scale
Some participants anticipate feedstock supply will tighten substantially over 
the next fi ve years, which is going to dictate the size and location of future 
rerefi neries. Some insiders expect the larger rerefi ners will be challenged feeding 
their plants with enough oil. “Large facilities need volume to fi ll capacity, 
so irrespective of the higher upfront capital costs, the question becomes, 
what is the expense to get the feedstock to the facility?” said one company 
surveyed. Higher feedstock needs dictate a larger collection footprint which 
means hauling product from very long distances. “Operators will be taking 
the synergies from the scale of those facilities and transferring them into their 
ability to profi tably absorb transportation costs,” said one insider.   

Some industry players are evaluating a strategy that employs multiple, “mini” 
rerefi neries where the used oil is collected locally. One is Rock Canyon Oil 
of American Fork, Utah, which is moving forward on an expansion plan in 
the western U.S, having announced additional locations in Denver, Colorado; 
Phoenix, Arizona; and Las Vegas, Nevada. Rock Canyon’s model calls for 
multiple small plants that will have an annual processing capacity of 10 to 20 
million gallons. Today, the company’s Utah facility is producing at a run rate 
of nearly 4 million gallons a year, and with some in-process upgrades expected 
to be completed by February 2012, the run rate will increase to 8 million 
gallons. Th e new plants will produce Group I base oil, CEO Gary Maxwell 
said, but the company has plans to install a hydrotreater at one of the locations 
to supply Group II base oil.  “Everyone refers to Group II as yesterday’s 
Group I, but more than half of the oil sold is a Group I,” Maxwell commented, 
acknowledging that percentage will change over time.  

Market Update: Oil Collections & Rerefining
“Th e ability to 

make money in 
rerefi ning is going 
to be only as good 
as your ability to 
control feedstock.” 

—John Wesley
CEO, Universal 

Lubricants
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Speaking to the strategic rationale for the McPherson merger, 
Fritschy off ered, “To be successful as a rerefi ner, you have to 
control your feedstock through your own captive collection 
network. For us, it was critical to secure our own gallons that 
we could pick up with our own trucks based on long-term 
relationships, and the merger with McPherson helped to 
accomplish that.” With the transaction, UES is operating at a 
collection rate of roughly 30 million gallons a year, of which 
McPherson brought 10 million, which is suffi  cient volume 
to fi ll its rerefi nery. McPherson was a major competitor 
in Alabama and Georgia and brought opportunities for 
expansion in contiguous markets, including Louisiana, 
which is a new market for UES. With a strong market 
position to the west in Alabama and Louisiana, McPherson 
complemented UES’ regional strength to the east and north. 
Fritschy added, “We are trying to structure deals with a long-
term view for all parties to the transaction. In the case of 
McPherson, we found the right people who believe in our 
project and were willing to stay on with some ownership.” 
UES structured the deal as an all-stock transaction, with the 
selling shareholders receiving shares in the new entity. “When 
we make an acquisition, it is because we think the company 
has quality assets, quality people, and a quality reputation. 
We see great value in retaining the brand, the people, and 
the culture. Trucks on the street still have the McPherson 
name,” Fritschy remarked. UES will be starting up new 
collections facilities in Arkansas and Florida and expects to 
be operational by February 2012. Th e move follows a major 
contract win with Wal-Mart servicing roughly 3.1 million 
gallons in a fi ve-state region.  

Universal Lubricants sees continued opportunity to be more 
effi  cient and more aggressive in its footprint to secure more 
material. And while the company has access to suffi  cient 
feedstock within its captive collection footprint to fi ll a 
second and potentially a third rerefi nery, the company 
is continually looking at accretive tuck-in acquisitions 
as a means to accelerate growth. “Until you pick up every 
single gallon of product in your footprint, you don’t have 
your fair market share, and from our perspective, fair 
market share is 100 percent,” CEO John Wesley said. “We 
are certainly looking at every opportunity in our footprint 
or contiguous to our footprint to enable us to control or 
infl uence to a greater degree the quality of our feedstocks 
to our rerefi neries and our ability to construct a second and 
third rerefi nery. I am hopeful that in 2012, you will see us 
being a larger collection company, whether it is organically 
or otherwise.”

The race is on (continued from page 9)
Size and scale
Off ering his perspective on the expansion, Maxwell said, 
“Putting in three plants over the next 24 months is defi nitely 
an aggressive but achievable goal. With our technology, we are 
able to construct small regional plants for substantially lower 
capital costs, and with the necessary fi nancing and permits 
in place, facilities can be operational within six months. Th at 
can give us the advantage of being fi rst to market, and with 
lower overhead costs, if there ever was a price war on the 
street, we can be competitive.” Maxwell said that facilities 
can scale quickly, easily, and cost-eff ectively, accommodating 
expansion from 8 or 9 million gallons up to 17 million 
gallons with another set of processors. Concurrent with the 
facility expansion, the company will be building its existing 
collections footprint and will be evaluating various means to 
partner with collectors to secure feedstock to fi ll its plants.   

Commenting on scale to operate a rerefi nery, Matt Finlay at 
MidMark Capital, off ered, “Th e geography that you cover 
is commensurate with the size of your facility. If you have 
a business model that works with smaller scale facilities, it 
can be a viable strategy. Ours is a large facility, so we are 
going to take up most of the Southeast.” “Th ere is a balance,” 
commented Bobby Schwerin at Safety-Kleen. “With a 
smaller rerefi nery, you can get the feedstock closer in and 
reduce your transportation costs, but your operational costs 
on a unit basis are higher because you don’t get the scale.” 
Safety-Kleen’s Mike Ebert added, “Th ere is a range of sizes 
that can be successful, but we have not seen the model based 
on a 5 to 10 million gallon rerefi nery serving one large city 
see much traction.”

Consolidation underway
Collections and rerefi ning are coming together, with insiders 
speaking to a “whirlwind” of activity in the marketplace as 
the pace of consolidation accelerates. Discussions of potential 
business combinations are continuing and their number and 
frequency have accelerated dramatically, with both collections 
companies and rerefi neries seeking potential partners. 
“Th ere will be continuing consolidation. I don’t know how 
quickly it is going to happen, but it will happen,” said Matt 
Finlay at MidMark Capital. “Rerefi neries are getting built 
again. Everyone wants to make sure they have a partner at 
the dance.” Insiders expect signifi cant consolidation in the 
collections landscape over the next fi ve years. “I would not 
be at all surprised to see rerefi ners begin to seek partnerships 
so that they can combine several smaller facilities to compete 
eff ectively against the larger players. I don’t think it is going 
to be that diffi  cult to do because of the transportation costs 
involved.” “We have a very fragmented and undisciplined 
market with plenty of opportunity for consolidation. I think 
consolidation is a natural model for some players to follow,” 
added Juan Fritschy at UES. 

Market Update: Oil Collections & Rerefining

“We have a very 
fragmented market 
with plenty of 
opportunity for 
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is a natural model 
for some players to 
follow.” 

—Juan Fritschy
CEO, Universal 
Environmental 
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Consolidation underway (continued from page 10)
While collectors maintain healthy skepticism concerning 
the viability of future rerefi ning projects, if they wait they 
may miss this window of opportunity to secure partnerships, 
insiders tell us. “Some collectors already understand the trend 
in the market. Th ey are looking out and saying, ‘I don’t have 
the resources or the technology to build a rerefi nery and 
cannot commit the next 30 years to a project. Why don’t 
I fi nd the right partner?’” said one rerefi ner. Collectors that 
remain fl exible and can fi nd alternative outlets for their 
product can remain independent, said some insiders. Th ere 
are VGO plants that need product on a continuing basis. 

“Collectors may be unwilling to sell their business or sign 
a long-term supply agreement, but they have to realize that 
businesses will compete. Looking longer-term, collectors 
will have to partner in some way with someone,” said one 
industry executive. Without absolute guarantees on those 
used oil gallons, buyers are looking to sellers to be fl exible 
and open to diff erent transaction structures. “Th e challenge 
is the stickiness of the customers, which comes back to the 
commodity-based pricing of the used oil itself,” commented 
Bobby Schwerin at Safety-Kleen. “Transactions need to be 
structured around retention of customers and those gallons. 
We have seen some recently announced deals that have 
earnout provisions associated with retaining that base which 
makes some sense.” 

“2011 was a very good year for collectors. If a collector didn’t 
make money, they had a big problem,” said one insider. 
“Th at is driving some prospective sellers to have high value 
expectations for their business,” said the insider. Industry 
participants expect to see balance return over the next few 
years, which will help the consolidation phase. “Th ere is an 
incentive on both sides to pursue strategic partnerships,”  
off ered Mike Ebert at Safety-Kleen. “If you build a rerefi nery, 
you need a secure source of supply, and a lot of rerefi ners do 
not have any collection capability. Collectors are looking for 
a stable outlet for their used oil. With the price of natural gas 
low, the value of RFO is lower than the rerefi ning outlet.” 
Schwerin added, “I see the consolidation accelerating, either 
by way of acquisitions or strategic alignments, which I believe 
that you are going to see equally as often.” 

Off ering Safety-Kleen’s perspective on the M&A landscape, 
Schwerin told us, “We are going to continue to be active in 
the market in terms of looking at opportunities. We have 
the largest footprint in North America, so we have a large 
infrastructure in both oil and environmental services. We 
are going to keep looking at businesses that are synergistic 
to those operations.” Schwerin added, “We are continuing to 
pursue a strategy that moves us up the value chain, from base 
lube oils into the blended oil products.”  Schwerin indicated 
that future oil acquisitions would likely be more vertical 
in nature.  

Industry participants expect that blenders will take a more 
active role in future industry consolidation. “Some of the 
major blenders and distributors looking to secure their 
supply of rerefi ned oil for their fi nished product are entering 
the market by going down the vertical chain and acquiring 
rerefi ning capability. Th at is a trend that we are seeing,” 
off ered Mike Ebert at Safety-Kleen.

Access to capital
Insiders expect private equity will continue to play an active 
role in the industry’s evolution and see signifi cant growth 
potential over the next fi ve to ten years, which for most 
sponsors, is the right investment horizon. “I think companies 
will get more educated in the way they approach expansion 
projects,” Fritschy said. “Private equity not only brings the 
relationships and access to capital but also the discipline to 
conduct the proper partner selection and identify the right 
investment.” Matt Finlay at MidMark Capital, UES’ private 
equity backer, added, “Because there is so much capital 
available, if there is a deal to be had, private equity groups are 
going to spend the dime to fi gure out the industry. I suspect 
a number of them are getting smarter on the industry right 
now, and if a signifi cant property were to come to market, 
it would attract a lot of interest.” “Private equity certainly 
brings an alternative source of capital from a fi nancing 
perspective,” added Schwerin. “Increased interest from the 
private equity community will only help promote what 
the industry is doing, which should have a positive impact 
on valuations.”

Challenges ahead
Access to feedstock
“Th e ability to make money in rerefi ning is going to be 
only as good as your ability to control feedstocks. I think 
people are realizing that,” Wesley commented. He indicated 
that the industry is beginning to see movement, pointing 
to the recent merger of the UES/Avista and McPherson 
used oil collection businesses. “Th at deal gives them access 
to a more robust footprint in their feedstock capabilities. 
Heritage-Crystal Clean is short feedstock to fi ll its rerefi nery, 
so they are aggressively looking for opportunities to play,” 
Wesley added. “It is not a situation where, if you build 
it, they will come. You do not open your doors and have 
generators lining up to give you their oil,” commented Scott 
Parker, executive director at NORA. “It is a major eff ort and 
a major responsibility on the part of a rerefi ner to make sure 
its facility is fed—even more so than for an asphalt plant, 
because an asphalt plant can use a variety of fuels. Rerefi ners 
need used oil feedstock.” Wesley added, “Anyone looking to 
build a rerefi nery that doesn’t already have a captive feedstock 
footprint will have a very diffi  cult time making a return on 
that investment.”

Market Update: Oil Collections & Rerefining

“I suspect a number 
of private equity 
groups are getting 
smarter on the 
industry right now, 
and if a signifi cant 
property were to 
come to market, it 
would attract a lot 
of interest.” 

—Matt Finlay
MidMark Capital

Private equity investor in   
Universal Environmental 

Services 
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Challenges ahead (continued from page 11)
Access to feedstock
“Over the past several months, it was very apparent that 
people were out trying to fi nd feedstock. I would say that 
has abated right now,” said Matt Finlay at MidMark Capital. 
“It is so highly dependent on geography, and there are vast 
diff erences between geographies, depending on whether a 
rerefi nery that is coming online has secured its feedstock.” 
Insiders say that traders have gotten more active in the 
marketplace and are trying to broker more transactions in 
an eff ort to aggregate material and are casting a wider net in 
terms of geography to secure more volume.

To be a reliable supplier, rerefi ners have to be able to 
guarantee price and constant supply and quality. Price is the 
easiest to control because it is indexed, industry executives 
told us. To guarantee constant supply, rerefi ners need to have 
access to quality and cost-eff ective used oil feedstock. Today, 
even if rerefi ners are going to a third party to secure material, 
they can pay more and can get the oil they want, insiders 
said. However, that supply picture may change. Rerefi ners 
also need to have control over their technology and plant. 
“If your rerefi nery does not operate under a predictable 
operational pattern, you cannot guarantee constant supply 
to your customer. In addition, there are many qualities of 
rerefi ned base oil, and blenders like Valvoline will look for 
suppliers who can maintain consistent quality and predictable 
supply. Today, some rerefi ners can maintain that quality; 
some cannot because of operational issues,” Fritschy off ered. 
“Th ose are the challenges that rerefi ners will face and need to 
have solutions for over the next fi ve years.”

“Having a technology that works is important, but there are 
enough options available that you can fi nd a cost-eff ective 
one with a little work. It all begins and ends with the used 
oil collections,” remarked Mike Ebert at Safety-Kleen. “Th e 
rerefi ners that have control over cost-eff ective used oil to feed 
their facilities will be the winners.” “It is not just the used 
oil and the feedstock itself as a commodity, but the logistics 
associated with the collections—getting it in the right place 
at the right time, consistently and cost-eff ectively into the 
plant,” Safety-Kleen’s Bobby Schwerin added. “We believe 
very fi rmly in the philosophy of securing your feedstock 
before you add the capacity.”

Feedstock cost
Pricing dynamics for used oil have changed substantially, and 
in today’s market, rerefi ners are setting the price on the street, 
insiders told us. Rerefi ners can aff ord to pay more which has 
required that asphalt plants and industrial burners adapt.

As the economy improves and there is increased demand 
from asphalt manufacturers and other industrial burners, it is 
going to cause a healthy tension on street price for feedstock, 
industry participants said. “Generally speaking, recycled fuel 
oil is an alternative to natural gas. And while the supply of 
natural gas is increasing, you also have very low demand 
growth for energy today in the U.S. because of the lack of 
economic activity,” remarked Scott Parker at NORA. “Over 
the medium-term—three to fi ve years—the economy will 
rebound. As economic activity increases, so will the demand 
for energy, which will increase the value of used oil. As you 
begin to have a larger critical mass of rerefi ners looking for 
feedstock as well as alternative energy markets also looking 
for used oil, it will increase the competition for those gallons.”
“Looking ahead, there is a question as to whether the average 
street price will increase dramatically, on average, as each 
incremental rerefi nery comes online. I suspect it will be very 
diff erent in diff erent geographies,” added Matt Finlay at 
MidMark Capital. 

Some do not anticipate a big change in the market. In 
certain geographies, natural gas is going to replace the 
majority of used oil currently in use, or No. 6 oil, which is 
in plentiful supply, will be an alternative fuel. “Th ere will 
be momentary dislocations of markets and there will be 
pricing ineffi  ciencies from time to time as the transition 
is being made, but in the end, there will be balance in the 
market,” Finlay commented. “It all seems to be working in 
Europe. And they rerefi ne a much higher percentage than we 
do here, so that means the industrial burners in Europe use 
something else.”

“Th e outlook for used oil looks favorable for the foreseeable 
future,” commented Mike Ebert at Safety-Kleen. Ebert 
pointed to two signifi cant long-term trends that could 
off set pricing pressure on used oil feedstock from increased 
rerefi ning demand. “Natural gas is a cheaper alternative fuel 
to used oil in a lot of markets. Th e continued use of frac-
ing to get natural gas will keep prices low, so there will be 
less upward pressure on prices for used oil, which means 
rerefi ning should benefi t. Looking out further, if the EPA 
is successful in its eff orts to limit the outlets where off -spec 
used oil fuel can be burned, alternative outlets for used oil 
are going to be more limited. I wouldn’t say that will result in 
downward pressure but rather more of an absence of upward 
pressure on used oil prices.” Schwerin added, “Th ere is a 
balance. Additional entrants into the rerefi ning market are 

“It all begins and 
ends with the used 
oil collections. Th e 
rerefi ners that have 
control over cost-
eff ective used oil to 
feed their facilities 
will be the winners.” 

—Mike Ebert
VP, Oil Engineering 

& Technology,  
Safety-Kleen Systems

Market Update: Oil Collections & Rerefining
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Private Equity Roundtable
Challenges ahead (continued from page 12)
feedstock cost
pushing prices up, but in the local markets where rerefi ners are competing 
for the oil, they are competing against natural gas, because it is a cheaper fuel 
alternative to the collectors’ RFO product. Over the long-term, it really pushes 
the RFO out of the market. Th e highest and best use of the oil is going to 
be rerefi ning.”

Rerefi ners are pushing up price, but there will be a limit. Competition between 
the rerefi ners will ultimately come down to their operational effi  ciency. “If the 
price of feedstock is going up and the price of the base oil that you produce 
is going down, as it is today, your margins are dependent on your operational 
costs. Th at is where the technology plays a huge part in the business model,” 
remarked Juan Fritschy at UES. Rerefi ning technology, while proven, can be 
underplayed in the discussion of projects. However, some insiders say the 
selection of the right technology is crucial for the long-term profi tability of 
the rerefi nery. “You want to have a technology that allows you to operate 
with the lowest operational costs in the market,” Fritschy added. According 
to Fritschy, UES’ strategic partner Avista Oil dedicated nearly two decades of 
fi eld research to studying rerefi ning technologies, electing to fi nd an alternative 
to hydrotreating to reduce both the environmental impact and operating costs 
associated with running its rerefi neries. UES’ Peachtree City, Georgia rerefi nery 
will be the fi rst of its kind in the U.S. to employ the Avista technology, which 
does not require hydrogen and uses lower pressures and temperatures, thereby 
reducing operating costs by as much as one-third of hydrotreating processes, 
which UES believes will provide the company with a market advantage. 

Seeing impact from valvoline
Insiders say they are seeing the impact of Valvoline’s launch in the form of 
improved demand, but it will take time to see more results. Signifi cant growth 
is anticipated in the service channel, industry executives said, pointing to 
Valvoline’s success in the DIFM channel through its controlled outlets. “It only 
takes a small percentage of businesses to make the decision to use rerefi ned 
base oil, and then they are buying a million gallons a year, and it is a big 
deal,” commented Gary Maxwell at Rock Canyon Oil. “Valvoline is aff ecting 
the market. Blenders see what the dealers are doing, and they are trying to 
compete,” added Fritschy. 

Retail consumers will be slower to educate. “We are very engaged in store visits 
and are regularly talking to retailers about movement. It is our impression 
that the material is moving at DIY,” said John Wesley at Universal Lubricants. 
“Retailers are still analyzing sales numbers to better understand consumer 
purchasing patterns—are they bringing new users into the DIY environment, 
are they trading consumers up from the private label and gas brands. Valvoline 
is still promoting, which supports their belief that there is an opportunity for 
this category,” Wesley said. “Valvoline put a tremendous brand and substantial 
marketing dollars behind the NextGen product. Hopefully they sustain that 
eff ort because they are breaking the educational barrier that only companies 
like Valvoline can do,” Fritschy added. “Valvoline has had a positive aff ect 
on end user acceptance, and that is going to continue,” said Mike Ebert at 
Safety-Kleen. “When Valvoline came into the market, they put their engine 
guarantee on their rerefi ned product, and that is big news. Th ey are standing 
behind it with the same conviction as their regular product.”

“Th ere is only a certain amount of rerefi ned base oil that Valvoline is going to 
buy, but their move in the market has certainly enhanced demand,” added Gary 
Maxwell at Rock Canyon Oil. “It is just a matter of when, not if, another signifi cant 
player comes into the market, and that will be the game changer.” Ebert added, 
“If it is Valvoline’s intention to stay in this market, which we believe it is, others 
will follow.”
 
Sustaining demand
Continued high crude costs and robust consumer demand for green products 
will sustain long-term demand, Wesley told us. “We are going to see continued 
high crude costs, which benefi ts rerefi ners because we have a value proposition.” 
Speaking to the green consumer, Wesley added, “All things being equal in a 
specifi cation driven market, I believe the consumer, when given a choice, will 
begin to choose green more often.” 

Unplanned turnarounds at the major base oil producers will also prop up 
demand in the near-term, Wesley said. However, he expects to see a balancing 
of supply and demand in 2012. “I don’t think you are going to see an imbalance 
until 2013 when all this new capacity that has been announced comes online, 
so beginning in Q4 ‘13 and into Q1 ‘14.” 

More robust economic growth is expected to sustain higher energy prices, 
increasing the value of used oil in the marketplace. “Th e question will be, does 
the current level of intensity in the rerefi ning sector sustain itself as the value 
of energy increases? Is this a trend that supersedes energy prices?” remarked 
Scott Parker at NORA. “Th e good news is that if you are a rerefi ner and 
have suffi  cient cushion in your operating margin, then you should be sitting 
in a more advantageous position. You have to be sure that you have enough 
feedstock coming into your facility.” 

Th e ability for rerefi ners to guarantee reliability, stability, and quality of 
product will be drivers for sustained demand of rerefi ned base oil, Fritschy 
told us. “I talk to large blenders who say, ‘We are ready to get into this. But 
do we risk our brand and reputation on someone who may not be a reliable 
supplier?’” Fritschy commented, adding, “Th ese are not risks that blenders face 
when using virgin base oil. For the benefi t of the rerefi ning industry, rerefi ners 
have to have a strong answer to this concern.”

Market Update: Oil Collections & Rerefining
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“Th e question will be, does the current level of 
intensity in the rerefi ning sector sustain itself 
as the value of energy increases.” 

—Scott Parker 
Executive Director, NORA
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BGL Environmental Services indices defined on Page 15.

SOURCE:  Capital IQ.
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Industry Valuations

NOTE:  Figures in bold and italic type were excluded from median and mean calculation.

(1)  As of 12/16/2011.

(2)  Market Capitalization is the aggregate value of a firm's outstanding common stock.

(3)  Enterprise Value is the total value of a firm (including all debt and equity).

Source:  Capital IQ.

($ in millions, except per share data) Current   % of   Market Enterprise Total Debt/ TTM

Company Name Country Ticker Stock Price (1) 52W High Capitalization (2) Value (3) Revenue EBITDA EBITDA Revenue Gross EBITDA

SOLID WASTE 
Waste Management, Inc. United States NYSE:WM $31.00 78.1% $14,270.2 $24,006.2 1.8x 7.3x 2.9x $13,159.0 36.6% 25.0%
Republic Services, Inc. United States NYSE:RSG 26.46 79.9% 9,799.8 16,755.4 2.0x 6.8x 2.8x 8,188.5 40.9% 30.3%
Veolia Environnement S.A. France ENXTPA:VIE 8.09 33.3% 4,087.3 21,654.1 0.6x 5.9x 5.7x 36,966.8 17.2% 10.0%
Waste Connections Inc. United States NYSE:WCN 32.02 89.1% 3,581.9 4,751.0 3.3x 10.0x 2.5x 1,461.6 43.3% 32.5%
Progressive Waste Solutions Ltd. Canada TSX:BIN 19.50 77.8% 2,318.0 3,675.7 2.0x 6.7x 2.5x 1,812.8 40.7% 29.2%
Casella Waste Systems Inc. United States NasdaqGS:CWST 6.14 74.1% 165.4 627.8 1.3x 8.0x 5.5x 478.2 31.2% 17.6%
WCA Waste Corporation United States NasdaqGM:WCAA 4.99 79.6% 113.9 389.7 1.5x 6.8x 4.9x 263.3 26.9% 21.9%
Median $19.50 78.1% $3,581.9 $4,751.0 1.8x 6.8x 2.9x $1,812.8 36.6% 25.0%

Mean $18.31 73.1% $4,905.2 $10,265.7 1.8x 7.3x 3.8x $8,904.3 33.8% 23.8%

SPECIAL WASTE 
Veolia Environnement S.A. France ENXTPA:VIE $8.09 33.3% $4,087.3 $21,654.1 0.6x 5.9x 5.7x $36,966.8 17.2% 10.0%
Stericycle, Inc. United States NasdaqGS:SRCL 76.51 79.9% 6,512.1 7,917.1 4.9x 15.9x 2.8x 1,623.0 48.2% 30.6%
Clean Harbors, Inc. United States NYSE:CLH 60.48 97.8% 3,209.2 3,492.6 1.9x 11.1x 1.7x 1,855.3 30.1% 17.0%
Covanta Holding Corporation United States NYSE:CVA 13.31 74.9% 1,956.6 4,014.6 2.5x 9.4x 5.3x 1,638.3 41.1% 25.7%
Newalta Corporation Canada TSX:NAL 12.39 90.7% 602.2 920.4 1.4x 6.9x 2.4x 661.7 31.1% 20.2%

EnergySolutions, Inc United States NYSE:ES 2.92 40.4% 259.6 924.8 0.5x 5.0x 4.8x 1,797.1 12.5% 9.6%
US Ecology, Inc. United States NasdaqGS:ECOL 17.62 93.5% 322.8 364.7 2.4x 8.0x 1.0x 152.8 34.6% 30.0%

Heritage-Crystal Clean, Inc United States NasdaqGM:HCCI 17.55 77.8% 251.9 261.3 2.0x 29.7x 2.5x 134.0 61.2% 6.6%
Perma-Fix Environmental Services Inc. United States NasdaqCM:PESI 1.50 82.4% 84.0 80.3 0.7x 4.5x 0.3x 110.8 25.7% 16.2%
Median $13.31 79.9% $602.2 $924.8 1.6x 6.9x 2.5x $1,623.0 31.1% 17.0%

Mean $23.37 74.5% $1,920.6 $4,403.3 1.9x 7.2x 3.0x $4,993.3 33.5% 18.4%

METALS RECYCLING & E-WASTE
Sims Metal Management Limited United States ASX:SGM $12.90 57.9% $2,661.6 $2,779.7 0.3x 7.1x 0.8x $8,852.9 10.3% 4.1%
Schnitzer Steel Industries Inc. United States NasdaqGS:SCHN 45.73 65.9% 1,246.7 1,626.7 0.5x 6.2x 1.6x 3,459.2 11.2% 7.4%
INTERSEROH SE Germany XTRA:ITS 51.50 94.3% 506.8 620.3 0.3x 15.2x 3.7x 2,165.9 11.1% 1.9%
Metalico Inc. United States AMEX:MEA 3.37 50.4% 159.9 284.9 0.4x 5.0x 2.3x 666.8 12.7% 8.5%
Industrial Services of America, Inc. United States NasdaqCM:IDSA 5.55 38.3% 38.5 82.6 0.3x 14.5x 8.3x 326.4 4.1% 1.7%
Median $12.90 57.9% $506.8 $620.3 0.3x 6.2x 2.3x $2,165.9 11.1% 4.1%

Mean $23.81 61.4% $922.7 $1,078.9 0.4x 6.1x 3.3x $3,094.2 9.9% 4.7%

ENVIRONMENTAL CONSULTING, ENGINEERING & CONSTRUCTION
URS Corporation United States NYSE:URS $34.66 71.7% $2,759.5 $3,202.6 0.3x 4.3x 1.3x $9,532.0 7.6% 6.4%
AECOM Technology Corporation United States NYSE:ACM 19.55 65.2% 2,255.2 3,016.1 0.4x 5.7x 2.4x 8,037.4 6.0% 6.1%
Shaw Group Inc. United States NYSE:SHAW 22.28 53.5% 1,589.4 1,429.4 0.2x 15.5x 25.9x 5,937.7 4.4% 1.1%
Tetra Tech Inc. United States NasdaqGS:TTEK 20.99 77.3% 1,312.7 1,370.1 0.8x 6.8x 0.7x 1,792.3 18.4% 11.3%
Arcadis NV Netherlands ENXTAM:ARCAD 12.06 66.4% 846.9 1,176.2 0.6x 6.5x 2.6x 1,981.2 21.0% 9.1%
Great Lakes Dredge & Dock Corporation United States NasdaqGS:GLDD 5.25 58.8% 309.5 461.0 0.7x 5.3x 3.0x 640.8 15.5% 13.6%
TRC Companies Inc. United States NYSE:TRR 5.83 64.7% 162.2 159.5 0.6x 9.3x 0.6x 261.8 17.5% 6.5%
Median $19.55 65.2% $1,312.7 $1,370.1 0.6x 6.1x 2.4x $1,981.2 15.5% 6.5%

Mean $17.23 65.4% $1,319.3 $1,545.0 0.5x 6.3x 5.2x $4,026.2 12.9% 7.7%

TTM MarginsTTM Enterprise Value /
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Source: Capital IQ.Index:  December 16, 2010 = 100.
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