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Trading Data  

Last Price $1.33 

12 month range $1.02 - $2.05 

Market cap. $105m 

Free Float $98m (93%) 

Avg. daily volume 108,489 

Avg. daily value $172,630 

12m return (historical) -30.7% 

  

  

1H09 SETS THE BASE; TIME TO STEP ON THE GAS 

Stock Focus 
Tox-Free Solutions (TOX) 

VIEW 
TOX has made a plethora of acquisitions over the past 18 months - Barry 

Bros being the largest - plus significant investment in management/
systems capability.  We see FY09 as establishing the earnings base from 
which the market can build its assumptions for medium term growth. 
 
We reiterate our Positive view ahead of a company-making year for TOX: 
 

 Service offering expansion, entry into new markets and payback on 

significant investment in licensed facilities with high barriers to 
entry all augur well for a strong organic growth outlook. 

 

 Initial contract success with Rio & especially Woodside positions 

TOX for long-term growth and provides strong 3rd party validation 
as it moves from being a “waste treater” to a “one stop shop”. 

 

 Gorgon Project waste management tender is a company-making 

contract (decision by Chevron could be as soon as this week).  
Further mining company contract tenders are also imminent.  Likely 
competing bidder Transpacific Industries is in financial distress & 

lacks treatment facilities in the NW Shelf/Pilbara region. 
 

RESULT 
Key points from a mixed 1H09 result were: 
 

 Organic revenue growth >20%, but EBIT margins off 17%pts to 

14% due to mix shift to Industrial Services, expensing of Barry Bros 
integration costs & increased overheads to support future growth. 

 

 Cash flow strong with GOCF/EBITDA at 120%, operating cash flow 

of $6m & capex just $2m.  Prior to any further contract wins, we 
expect TOX can run capex below depreciation over the next 2 years 

as it improves utilisation rates of Barry Bros’ equipment. 
 

FORECASTS & VALUATION 
 We have made marginal changes to our EPS forecasts (FY09 –1%, 

FY10/11 +2-3%) as higher net interest expense is offset by the 
Woodside contract success.  We do not assume any additional 
contract wins in our base case forecasts. 

 

 However, we expect consensus FY09 EPS forecasts may fall ~15%.  

 

 Our blended valuation is steady at $1.55. 

RECOMMENDATION : POSITIVE 

Share Price History 

Paul Ryan 
pryan@evansandpartners.com.au 

February 23, 2009 
 

Earnings Forecasts

Yr to Jun 08A 09E 10E 11E

EBITDA ($m) 13.5 26.0 30.1 32.1 

Rep NPAT ($m) 6.2 10.1 13.7 16.0 

Adj NPAT ($m) 6.2 10.1 13.7 16.0 

EPS (¢) 9.0 13.2 16.5 18.7 

EPS Gth (%) 3% 46% 25% 13% 

PER (x) 14.7 10.1 8.1 7.1 

PEG Ratio (x) 1.1 0.5 0.6 0.6 

DPS (¢) 0.0 2.0 3.0 4.0 

Yield (%) 0.0% 1.5% 2.3% 3.0% 

Franking (%) 0% 100% 100% 100% 

ROE (%) 19% 23% 22% 21% 

EV/EBITDA (x) 8.1 5.2 4.2 3.6 

Net Debt/

EBITDA (x) 1.4 1.6 0.9 0.5 

Int. Cover (x) 8.5 5.1 8.3 17.0 

Valuation (blended) $1.55 
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Tox-Free Solutions

TOX-FREE SOLUTIONS - Performance since 30 June 2007 000's

Disclosure: Evans & Partners recently acted as Arranger to a 
raising of $13m by TOX & received fees for acting in this capacity. 
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GENERAL RESEARCH DISCLAIMER, WARNING & DISCLOSURES 

This document is provided by Evans & Partners ABN 85 125 338 785, holder of AFSL 318075.  

The information is general advice only & does not take into consideration an investor’s objectives, 

financial situation or needs. Before acting on the advice, investors should consider the appropriateness of 

the advice, having regard to the investor’s objectives, financial situation & needs. If the advice relates to a 

financial product that is the subject of a Product Disclosure Statement (eg. unlisted managed funds) 

investors should obtain the PDS & consider it before making any decision about whether to acquire the 

product. The material contained in this document is for information purposes only & does not constitute an 

offer, solicitation or recommendation with respect to the purchase or sale of securities. It should not be 

regarded by recipients as a substitute for the exercise of their own judgment. Any opinions &/or 

recommendations expressed in this material are subject to change without notice & Evans & Partners is 

not under any obligation to update or keep current the information contained herein. References made to 

third parties are based on information believed to be reliable but are not guaranteed as being accurate. 

This document is provided to the recipient only & is not to be distributed to third parties without the prior 

consent of Evans & Partners.   

 

EVANS & PARTNERS DISCLOSURE OF INTERESTS 

Evans & Partners & its respective officers & associates may have an interest in the securities or derivatives 

of any entities referred to in this material.   

 

EVANS & PARTNERS CORPORATE RELATIONSHIP DISCLOSURE 

ANZ, ANZPB: Evans & Partners is a Participating Broker to the offer of ANZ CPS & will receive a fee equal 

to 1% of its broker firm allocation in the issue. 

BCS: Evans & Partners is a Participating Broker in the offer of Brisconnection & will receive a fee equal to 

1.5% of its broker firm allocation in the issue. 

BHP: A director of Evans & Partners Advisory Board is a director of BHP Billiton Ltd. 

BOQ, BOQPA, BOQPB, BOQPC: A director of Evans & Partners Advisory Board is a director of Bank of 

Queensland. 

FGL: A director of Evans & Partners Advisory Board is a director of Fosters Group Ltd. 

GMX: Evans & Partners acted as Joint Lead Manager to a raising of $13.5m & will receive fees for acting in 

this capacity. 

HSP: A director of Evans & Partners is a director of Healthscope Ltd. 

LLC: A director of Evans & Partners Advisory Board is a director of Lend Lease Corporation Ltd. 

MIR: A director of Evans & Partners is a director of Mirrabooka Ltd. 

MQG, MGCPA: Evans & Partners is a Participating Broker to the offer of Macquarie CPS & will receive a fee 

equal to 1% of its broker firm allocation in the issue. 

PPS: Evans & Partners acted as a participating broker in the May 2008 raising of $8mn for Praemium Ltd & 

will receive fees for acting in this capacity. 

SEV, SEVPC: Evans & Partners expect to receive or intend to seek compensation for financial & advisory 

services in the next 3 months from the company, its parent, or its wholly/majority owned subsidiary. 

SUN, SUNPC: Evans & Partners is a Participating Broker in the offer of Suncorp-Metway CPS & will receive 

a fee equal to 1% of its broker firm allocation in the issue. 

TOX: Evans & Partners acted as Arranger to a raising of ~$13m & will receive fees for acting in this 

capacity. 

WBC, WBCPA, WCTPA: Evans & Partners is a Participating Broker to the offer of Westpac SPS & will 

receive a fee equal to 1% of its broker firm allocation to the issue.   

 

RESEARCH ANALYST CERTIFICATION AND DISCLOSURE OF INTEREST 

I, Paul Ryan, hereby certify that all the views expressed in this report accurately reflect my personal views 

about the subject investment theme &/or company securities. I also certify that no part of my 

compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 

expressed in this report. 

 

I, Paul Ryan, &/or entities in which I have a pecuniary interest, have an exposure to the following 

securities &/or managed products: CPU, IVE, IVV, QBE, SEK, TLS, WESN, WPL. 

 

DISCLAIMER 

Except for any liability which cannot be excluded, Evans & Partners, its directors, employees & agents 

accept no liability or responsibility whatsoever for any loss or damage of any kind, direct or indirect, 

arising out of the use of all or any part of this material.  All information is correct at the time of 

publication; additional information may be available upon request. 

http://www.austlii.edu.au/au/legis/cth/consol_act/ca2001172/s9.html#product_disclosure_statement
http://www.austlii.edu.au/au/legis/cth/consol_act/ca2001172/s1317a.html#decision
http://www.austlii.edu.au/au/legis/cth/consol_act/ca2001172/s9.html#acquire

