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Update 
 
In September 2020 we reported that we had agreed terms for a Joint Venture with Vannet, 
Biointech and Special Water Technologies to form a joint venture and develop a site in 
Cartagena which would process oil emulsions and wastewater.  We are attaching a copy of 
the September report and in that report, you will find details of the Site, Business Plan and 
our Partners. 
 
The purpose of this report is to update you on developments since our September report. 
 
Joint Venture 
 
The joint venture has been formalised and all of the partners have entered into a 
Shareholders Agreement.   
 
CoralAzul SAS (“CoralAzul’) has been incorporated in Colombia and is the joint venture 
company.   
 
The site and the licences have been transferred to CoralAzul. 
 
Bank accounts have been opened for CoralAzul. 
 
Construction 
 
After a detailed bidding process, involving four contractors, Equiterra, an established 
contractor based in Cartagena have been appointed to undertake the civil works.  The price 
agreed with them is in line with our internal estimates. 
 
The timescale for construction is 4 months.  The civil works commenced on 18 January 2021. 
 
After the initial ground clearance, the first priority is to construct the reception pits, which 
will then enable CoralAzul to receive emulsions before we can commence treatment.  This 
will secure some early revenues but will also ensure that once treatment commences, 
CoralAzul will be able to treat higher volumes, which will allow the processes to be fully tested 
and also increase the amount of revenue CoralAzul can earn in its first 6 months of trading. 
 
Once the reception pits have been completed the concrete pads to locate the oil emulsion 
and water treatment plants will be constructed.   
 



The photos below show the clearance of the vegetation and the construction of the reception 
pits. 
 
No 1 – aerial photo 

 
 
No. 2 – ground level 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
No. 3 – wider angle with Cartagena Industrial Area and Refinery in the distance 

 
 
 
No. 4 panoramic of site  

 
 
 
 
Equipment 
 
The “trains” for the treatment of the waste oil emulsions and the wastewater have been 
designed.  The equipment will be leased, and terms are being finalised with the provider. 
 
Bioremediation 
 
One of the by-products of the remediation of the waste oil are oily solids that need to be 
remediated.  Our partner Biointech, is a specialist in the treatment of oil solids, utilising a 
process that initially uses enzymes to breakdown the oily solids, which are then spread over 
a piece of land and a legume crop is planted on this.  The plants continue the remedial process 
and once this is complete, all of the hydrocarbons have been removed from the waste. 
 
This process provides for a complete remedial solution and CoralAzul will be one of the few 
companies offering a complete service. 
 



The bioremediation will take place on the CoralAzul site close to where the oil and water 
treatment processes.   
 
Bioremediation will commence approximately 4 months after operations when a sufficient 
volume of oily solids have been created through the treatment process. 
 
Timetable 
 

January 2021 Commence Civil Works 
 

March 2021  Reception Pits completed and ready to 
accept emulsions 
 

April 2021 Oil Emulsions Train and Water Treatment 
Train Installed 
 
First volumes treated 
 

May 2021 Testing continues and production volumes 
increased 
 

June 2021 Full Production commences 
 

 
Funding 
 
The September 2020 report contained the following description of the funding required by 
TES. 
 
(“The terms agreed provide for TES to: 
 

1. pay $1.5 million to Vannet to buy into the land and business; and 
2. pay 50% of the initial capital and operating costs. 

TES also needs working capital to fund its own operations. 
 
The payments to Vannet are staged with an initial payment of $250,000 on incorporation of 
the company, $250,000 after 3 months and then 7 payments of $142,858. 
 
The total amount required is $2.2 million which breaks down as follows: 
 

Payment to Vannet $1,500,000 
 

Capex Contribution $360,000 
 

Working Capital 
 

$340,000 



 
We proposed that this is financed as follows: 
 

1. shareholder finance of $1.2m; and 
2. mezzanine loan of $1m. 

Shareholder Funding 
 
This will take the form of a loan to TES Holdings and a warrant to subscribe for shares at the 
nominal value of 0.1p per share. 
 
For every $1,000 lent to TES Holdings, the lender will receive a warrant to subscribe for 
4,000 TES Holdings shares at 0.1p per share (£4).  The warrant will be exercisable at any 
time from issue until the expiry of 3 years from issue. 
 
On the basis that $1.2 million is lent to TES then this will result in the issue of an additional 
4.8 million shares. There are currently 4,253,463 shares in issue. 
 
The loan will be interest free and be repayable by the Company after three years from issue.  
Until the loan has been repaid, no payments will be made to employees, contractors or 
directors, other than normal remuneration and no dividends or other distributions will be 
made to shareholders.  The expectation is that the loan will be repaid in 2022. 
 
We also expect the first dividend to be paid at the end of 2022. 
 
The funding terms have been set to encourage all shareholders to participate in the 
fundraise. 
 
We have indications of support from shareholders who will take up $1.2 million but hope 
that more shareholders will participate. 
 
 
Mezzanine Finance 
 
We looked at funding all of TES funding requirement through a Mezzanine Loan.  Although 
there was some interest, because CoralAzul is a start up no offer was made.  However, as a 
result of this process, we have been advised that once CoralAzul is operating that it will be 
possible to raise a mezzanine loan for the balance of $1 million owing to Vannet. 
 
We will take these discussions further once operations have commenced. 
 
If we are unable to put in place a Mezzanine Loan then the second tranche will also have to 
be funded by shareholders.”) 
 
The incorporation of CoralAzul and the process of appointing Equiterra, the contractor, took 
longer than we had expected, and so TES has carried 3 months additional working capital, 



which takes the initial amount required to $1.27m.  otherwise, there is no change in the 
position stated above. 
 
Fundraise 
 
If you would like to participate in the fundraising please contact Paul Richards.  The amount 
invested is discretionary as we know that not all shareholders will take up their pro-rata share. 
 
General Meeting 
 
Enclosed with this report is notice of a General Meeting of the Company that will be held on 
Tuesday 16 February 2021.  The purpose of the meeting is to reduce the nominal value of the 
Company’s shares from 10p to 0.1p, in order to give effect to the terms of the fundraising. 
 
As a result of Coronavirus restrictions, you will not be able to attend the meeting.  However, 
please submit a proxy, which can be emailed to paul@tes-applications.com 
 
Conclusion 
 
The CoralAzul joint venture is proceeding as planned and we are excited about the 
opportunities that this offers. 
 
If you would like to discuss any aspect of this report, please contact Paul Richards 
(paul@tes-applications.com / 07734 690272) or Jim Bradley (jim@tes-applications.com / 
07740 183069) 
 
 
TES Holdings Limited 
17 February 2021 


