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Trading Data  

Last Price $1.14 

12 month range $1.02-$2.49 

Market cap. $90m 

Free Float $84m (93%) 

Avg. daily volume 103,709 

Avg. daily value $179,231 

12m return (historical) -53% 

  

  

CLEANING UP 

Stock Focus 
Tox-Free Solutions (TOX) 

THESIS 
We initiate coverage of Tox-Free Solutions with a Positive view.   

 
Since FY05 Management has transformed Tox into an integrated waste 
management/industrial services provider & repeatedly exceeded guidance. 
 
Located primarily in Western Australia, Tox’s licensed facilities are quasi-
monopolies. Add a growing East Coast presence & strong capital base and 
Tox is poised to deliver significant earnings & cash flow growth by: 

 

 Ramping-up new waste treatment facilities in WA, NSW & Qld; 

 

 Leveraging the Barry Bros acquisition to win market share as it 

broadens its geographic footprint & service offering; 
 

 Creating an annuity revenue stream in Emergency Response; 

 

 Ongoing volume opportunities from infrastructure & civil works; & 

 

 Contract wins on the back of >$20bn oil & gas industry capex to 

develop the North West Shelf. 
 

EARNINGS & VALUATION 
 

 FY09 EPS of 13.4¢ is consistent with guidance for $26m EBITDA, 

 

 EPS growth remains >10% pa to FY12 as Tox realises the benefits 

of increased scale to gain market share in a slowing organic growth 
environment.  No new acquisitions or large contract wins assumed. 

 

 $1.53 blended valuation based on DCF ($1.65, 12.7% WACC), 

FY09 PER at 50% premium to the Small Industrials market ($1.22, 
9.2x) & FY09E Sum-of-the-Parts EV/EBITDA ($1.72, 6.2x). 

 

SCENARIO ANALYSIS 
 

 Bull Case = $1.90 if Gorgon Project & Woodside Petroleum 

contract tenders are successful & Barry Brothers integration 
underpins 10% organic growth to FY11. 

 

 Bear Case = $0.86 if weak industrial/construction activity hits 

organic volumes, impacting utilisation & cutting margins 300-400bp.  
 

RECOMMENDATION : POSITIVE 

Share Price History 

Paul Ryan 
pryan@evansandpartners.com.au 

December 17, 2008 
 

Earnings Forecasts

Yr to Jun 08A 09E 10E 11E

EBITDA ($m) 13.5 26.0 29.0 30.9 

Rep NPAT ($m) 6.2 10.5 13.2 15.0 

Adj NPAT ($m) 6.2 10.5 13.2 15.0 

EPS (¢) 9.0 13.4 16.1 18.2 

EPS Gth (%) 3% 48% 21% 13% 

PER (x) 12.6 8.5 7.1 6.2 

PEG Ratio (x) 1.1 0.5 0.6 0.6 

DPS (¢) 0.0 2.0 4.0 6.0 

Yield (%) 0.0% 1.8% 3.5% 5.3% 

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

ROE (%) 19% 24% 21% 20% 

EV/EBITDA (x) 7.2 4.4 3.7 3.2 

Net Debt/

EBITDA (x) 1.4 1.5 1.0 0.7 

Int. Cover (x) 8.5 5.9 10.1 17.4 

Valuation (blended) $1.53 
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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. 

TOX: Evans & Partners acted as Arranger to a raising of ~$13m & 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. 

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

