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Solid Waste

INDUSTRY UPDATE

Solid Waste: Great Shutdown Survey Tracking March and April Trends - Guess What Commercial Activity is Off a lot.

 Summary
In cooperation with Waste360 (a subsidiary of Informa) we conducted a survey of solid waste service companies focused on the impact of the Great Shutdown
on solid waste operating models. We had 144 respondents for a 27 question survey. The survey was conducted between April 17 and April 24 and covered the
period of the last two weeks of March and the first two weeks of April. Respondents are engaged in all aspects of solid waste collection, disposal and recycling,
with nearly 50% of the customer count commercial small container customers. The results confirmed what has been widely discussed - residential collection
volumes across nearly 50% of respondents are up 10% to 30% and commercial collection volumes are down across two-thirds of those surveyed with 38% of
the customers on a service-on-hold or cancelation. Even permanent roll-off has about 30% of customers on a service-on-hold or cancelation.

 Key Points

• Survey format and process. The survey was conducted by Waste360 from April 17 to April 24 using a questionnaire Stifel prepared. There were 144
respondents to 27 questions. The time period covered was the last two weeks in March thru the first two weeks of April.

• Respondent profile. Two-thirds of respondents are engaged in all aspects of collection and recycling, nearly 30% operate a landfill, and 20% a MRF, Figure
1. The customer profile of the respondents was nearly 50% commercial small container and just under 40% residential collection (doing 18k trash stops per
week and 11k recycling stops per week), less than 10% were either permanent or temporary roll-off, Figure 2.

• Our observations.

• Cancellations at less than 10% at first blush seems to be a good sign. But it also could be construed - at least in commercial collection - as a future
lost customer (bankruptcy).

• Between 2008-2013 about 5% of commercial customers failed following the Great Recession.

• What is not clear, of the two-thirds that did not change service, is the customer closed but did not call to put the service-on-hold or cancel or still open?

• The scope of permanent roll-off service interruptions was more than we would have expected.

• That said, nearly two-thirds of the US population has been in a stay-at-home status so maybe 30% of customers moving to cancel or service-on-
hold might not be so bad in comparison.

• That 25% of respondents could pass-thru pricing for volume increases in residential collection was better than we expected.

• Labor savings and the scope of overtime was inline with our observations to date and show how quickly the industry can adjust costs as needed.

• The capital spending delays or cuts were both of the scope and focus we thought would be the target - collection related - trucks and containers.

• Residential profile. It has been widely reported in the mainstream media the impact of stay-at-home on residential collection volumes. The survey validates
these observations. The service profile of respondents is nearly 40% ASL (automated side-loaders) with 62% rear-loader/physical pick-up of which three-
quarters of those are take-all services (whatever is put on the curb they have to take), Figure 3. Of the customer mix two-thirds have a separate recycling
pick-up and nearly 30% have a third pick-up.

• Residential observations. Two-thirds of the responses had increased volume, Figure 4, of which 57% the volume increase was between 10% and more
than 30%, Figure 5. Three-quarters of the responses could not pass thru the added cost of increased volume to the customer, Figure 6. Given the scope of
the residential market that is under negotiated contract and not a subscription more service companies are getting relief than we would have expected.

• Commercial observations. Two-thirds of the responses saw a decrease in commercial collection volume, Figure 7. Over 45% of the responses had a
volume decline greater than 25% and nearly 30% had no decrease (22%) or an increase (7%), Figure 8. Nearly two-third of the customers did not seek a
service change and only 9% actually canceled, Figure 9. What is not clear of the two-thirds that did not seek a change how many are closed and did not call?

• Permanent Roll-off. Under 60% of responses experienced a reduction in volume while 44% were flat (32%) or up (12%), Figure 10. Across the customer
base 27% had a volume decline greater than 25%. Only 5% of the customers sought to cancel and 24% requested a service-on-hold, Figure 11. We did
not expect there would be over 20% permanent roll-off customers going to a service-on-hold although with two-thirds of the population under a stay-at-
home order maybe 20% is good.

• Temporary Roll-off. Two-thirds of responses had a reduction is roll-off pulls, Figure 12. The end market mix correlates well with the reduction in pulls with
66% in residential (27%) and commercial construction (39%), Figure 13. The remainder is infrastructure which has held up well thru the Great Shutdown.
Within the responses 45% had a decline in roll-off pulls of 20% to 50%, Figure 14. It is no surprise only infrastructure saw limited disruption in business activity.

• continued on page 2.

All relevant disclosures and certifications appear on pages  13 - 14 of this report.

Stifel does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as
only a single factor in making their investment decision.



Key Points (continued)

• Pulling apart operating costs. We asked respondents to frame the operating cost as fixed versus variable and then to rank order of the
variable which would they adjust first and the most. Not surprising 49% of responses picked labor and labor overtime of which 35% had 10% to
20% of labor costs was overtime. Fuel and maintenance were both mid-thirties with volume based costs (disposal) next at 25% and layoffs an
option with 25% having done so already. As we expected labor offers the most leverage and specifically overtime.

• Asset utilization. Only 44% of respondents have not parked equipment (either trucks or containers) in the time period measured, Figure 15.
And of those that have parked equipment 41% had idled up to 50% of trucks and 33% up to 50% of containers. A lesson learned in the Great
Recession was the need to quick park equipment to maintain a good asset utilization.

• Capital spending changes. Only 37% of responses are not changing their capital spending plans at this time. And of those that are nearly
half are just delaying for now not canceling, Figure 16. Not surprising collection is the easiest to delay or cut - trucks and containers. Nearly
two-thirds of responses reduced or delayed truck spending and two-thirds cut container spending while only 41% delayed container spending,
Figure 17. As we expected solid waste can flex rolling stock capital spending quickly and tends to stay the course on cell development until a
volume decline is deemed more structural than temporary.

• Is M&A on hold for now? Only 15% of the respondents are a seller of their business and of those nearly 70% have put that process on hold
with nearly 60% stating both lower valuation, and they do not know what EBITDA or monthly recurring revenue is being sold as the basis.
Conversely, 44% of buyers are delaying purchases with two-thirds unsure of what they are buying at this time. We suspect small tuck-ins may
still happen or gold-plated bigger deals that are well along, everything in between take a wait-and-see until there is better visibility on what is
being bought.

• Productivity and accident frequency. With stay-at-home impacting two-thirds of the population we would have expected a marked
improvement in productivity and two-thirds of response agree, Figure 18. We also would have expected a reduction in TRIR frequency, less
consumer traffic less likelihood of accidents. Just over 60% of respondents had less reportable incidents in the time period measured, Figure
19. The risk data is counter to early indications in March of increased accident frequency. We suspect as traffic reduced drivers may have been
operating at speeds in areas not normally able to and that exacerbated accidents early and the current data reflects the lesson learned.
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Source: Waste360
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Source: Waste360
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Source: Waste360
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Source: Waste360
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Source: Waste360
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Source: Waste360
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Source: Waste360
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Source: Waste360
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Source: Waste360
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FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E

Advanced Disposal ADSW $32.46 $2,952 $4,839 $0.39 $0.13 $0.42 $425 $376 $420 $142 $116 $129

Casella Waste CWST $44.97 $2,185 $2,789 $0.85 $0.25 $0.46 $157 $145 $165 $55 $50 $63

Covanta Holding CVA $7.21 $959 $3,472 ($0.19) ($0.98) ($0.73) $428 $302 $322 $140 ($8) $21

GFL Environmental* GFL $24.71 $8,068 $12,565 ($0.80) ($1.32) ($0.57) $826 $1,049 $1,141 ($183) $370 $411

Republic Services RSG $77.13 $24,720 $33,628 $3.33 $2.67 $3.13 $2,909 $2,540 $2,717 $1,219 $1,064 $1,242

Waste Connections WCN $83.95 $22,216 $26,455 $2.72 $2.37 $2.73 $1,674 $1,505 $1,679 $917 $899 $981

Waste Management WM $98.21 $41,975 $52,344 $4.40 $3.40 $3.86 $4,383 $3,792 $4,085 $2,105 $1,802 $2,078

FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E

Advanced Disposal ADSW $32.46 90.9 4.4x 83.3x 256.6x 77.6x 11.4x 12.9x 11.5x 4.8% 3.9% 4.4%

Casella Waste CWST $44.97 48.6 2.9x 52.8x 182.7x 98.5x 17.8x 19.2x 16.9x 2.5% 2.3% 2.9%

Covanta Holding CVA $7.21 133.0 5.8x NA NA NA 8.1x 11.5x 10.8x 14.6% NA 2.2%

GFL Environmental* GFL $24.71 326.5 4.0x NA NA NA 15.2x 12.0x 11.0x NA 4.6% 5.1%

Republic Services RSG $77.13 320.5 3.0x 23.1x 28.9x 24.7x 11.6x 13.2x 12.4x 4.9% 4.3% 5.0%

Waste Connections WCN $83.95 264.6 2.4x 30.8x 35.4x 30.7x 15.8x 17.6x 15.8x 4.1% 4.0% 4.4%

Waste Management WM $98.21 427.4 2.3x 22.3x 28.8x 25.4x 11.9x 13.8x 12.8x 5.0% 4.3% 5.0%

Group Average 42.5x 106.5x 51.4x 13.1x 14.3x 13.0x 6.0% 3.9% 4.1%

Group Median 30.8x 35.4x 30.7x 11.9x 13.2x 12.4x 4.9% 4.2% 4.4%

All companies are covered by Stifel. Michael E. Hoffman and Brian J. Butler, CFA 

*GFL Data is in CAD

Source: Company data and Stifel estimates 

FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E

Advanced Disposal ADSW $32.46 $2,952 $4,839 $0.39 $0.19 $0.38 $425 $382 $417 $142 $120 $139

Casella Waste CWST $44.97 $2,185 $2,789 $0.85 $0.46 $0.73 $157 $149 $171 $55 $43 $56

Covanta Holding CVA $7.21 $959 $3,472 ($0.19) ($0.36) ($0.20) $428 $378 $403 $140 $66 $80

GFL Environmental* GFL $24.71 $8,068 $12,565 ($0.80) ($1.07) ($0.67) $826 $1,042 $1,184 ($183) $367 $485

Republic Services RSG $77.13 $24,720 $33,628 $3.33 $2.77 $3.28 $2,909 $2,698 $2,903 $1,219 $1,075 $1,234

Waste Connections WCN $83.95 $22,216 $26,455 $2.72 $2.47 $2.86 $1,674 $1,580 $1,754 $917 $906 $993

Waste Management WM $98.21 $41,975 $52,344 $4.40 $3.76 $4.35 $4,383 $4,104 $4,457 $2,105 $1,953 $2,173

FY19 FY20E FY21E FY19 FY20E FY21E FY19 FY20E FY21E

Advanced Disposal ADSW $32.46 90.9 4.4x 83.3x 172.9x 85.2x 11.4x 12.7x 11.6x 4.8% 4.1% 4.7%

Casella Waste CWST $44.97 48.6 2.9x 52.8x 98.5x 62.0x 17.8x 18.8x 16.4x 2.5% 2.0% 2.6%

Covanta Holding CVA $7.21 133.0 5.8x NA NA NA 8.1x 9.2x 8.6x 14.6% 6.8% 8.3%

GFL Environmental* GFL $24.71 326.5 4.0x NA NA NA 15.2x 12.1x 10.6x NA 4.6% 6.0%

Republic Services RSG $77.13 320.5 3.0x 23.1x 27.9x 23.5x 11.6x 12.5x 11.6x 4.9% 4.4% 5.0%

Waste Connections WCN $83.95 264.6 2.4x 30.8x 33.9x 29.4x 15.8x 16.7x 15.1x 4.1% 4.1% 4.5%

Waste Management WM $98.21 427.4 2.3x 22.3x 26.1x 22.6x 11.9x 12.8x 11.7x 5.0% 4.7% 5.2%

Group Average 42.5x 71.9x 44.5x 13.1x 13.5x 12.2x 6.0% 4.4% 5.2%

Group Median 27.0x 30.9x 26.5x 11.9x 12.7x 11.6x 4.9% 4.4% 5.0%

All companies are covered by Stifel. Michael E. Hoffman and Brian J. Butler, CFA 

*GFL Data is in CAD

Source: Factset 
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Figure 21. Solid Waste Industry - Consensus Estimates, Prices as of May 01, 2020 (in millions USD, except per share)
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Important Disclosures and Certifications

I, Michael E. Hoffman, certify that the views expressed in this research report accurately reflect my personal views about the
subject securities or issuers; and I, Michael E. Hoffman, certify that no part of my compensation was, is, or will be directly or
indirectly related to the specific recommendations or views contained in this research report. Our European Policy for Managing
Research Conflicts of Interest is available at www.stifel.com/institutional/ImportantDisclosures

The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various factors, including
Stifel's overall revenue, which includes investment banking revenue.
Our investment rating system is three tiered, defined as follows:

BUY -We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage price change plus
dividend yield.

HOLD -We expect a total return between -5% and 10% over the next 12 months with total return equal to the percentage price change
plus dividend yield.

SELL -We expect a total return below -5% over the next 12 months with total return equal to the percentage price change plus dividend yield.

Occasionally, we use the ancillary rating of SUSPENDED (SU) to indicate a long-term suspension in rating and/or target price, and/or
coverage due to applicable regulations or Stifel policies. Alternatively, SUSPENDED may indicate the analyst is unable to determine a
"reasonable basis" for rating/target price or estimates due to lack of publicly available information or the inability to quantify the publicly
available information provided by the company and it is unknown when the outlook will be clarified. SUSPENDED may also be used when
an analyst has left the firm.

Of the securities we rate, 52% are rated Buy, 33% are rated Hold, 2% are rated Sell and 13% are rated Suspended.
Within the last 12 months, Stifel or an affiliate has provided investment banking services for 20%, 6%, 0% and 5% of the companies whose
shares are rated Buy, Hold, Sell and Suspended, respectively.

Within the last 12 months, Stifel or an affiliate has provided material services for 37%, 20%, 33% and 12% of the companies whose shares
are rated Buy, Hold, Sell and Suspended, respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price methodology applicable
to the companies mentioned in this publication that are within Stifel's coverage universe. For a discussion of risks to target price including
basis of valuation or methodology please see our stand-alone company reports and notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete
summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are
subject to change without notice and do not take into account the particular investment objectives, financial situation or needs of individual
investors. Employees of Stifel, or its affiliates may, at times, release written or oral commentary, technical analysis or trading strategies
that differ from the opinions expressed within. Stifel or any of its affiliates may have positions in the securities mentioned and may make
purchases or sales of such securities from time to time in the open market or otherwise and may sell to or buy from customers such securities
on a principal basis; such transactions may be contrary to recommendations in this report. Past performance should not and cannot be
viewed as an indicator of future performance.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation from issuers for
services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a
placement agent in private transactions.

Affiliate Disclosures

References to “Stifel” (collectively ”Stifel”) refer to SFC and other associated affiliated subsidiaries including (i) Stifel, Nicolaus & Company,
Incorporated (“SNC”); (ii) Keefe, Bruyette & Woods, Incorporated (“KBWI’’), which are both U.S. broker-dealers registered with the United
States Securities and Exchange Commission (“SEC”) and members of the Financial Industry National Regulatory Authority (“FINRA”),
respectively; (iii) Stifel Nicolaus Europe Limited (“SNEL”), which is authorised and regulated by the United Kingdom Financial Conduct
Authority (“FCA”) (FRN 190412) and is a member of the London Stock Exchange and also trades under the name Keefe, Bruyette & Woods
Europe (“KBW Europe”); (iv) our MainFirst affiliates (collectively “MAINFIRST’’): MainFirst Bank AG, which is regulated by the German
Federal Financial Services Authority (Bundesanstalt für Finanzdienstleistungsaufsicht; “BaFin”), MainFirst Schweiz AG, which is regulated
by the Eidgenössische Finanzmarktaufsicht (“FINMA”), and MainFirst Securities US Inc. which is a U.S. broker-dealer registered with the
SEC and member of FINRA; and (v) Stifel Nicolaus Canada, Incorporated. (“Stifel Canada”), which is authorised and regulated by Investment
Industry Regulatory Organization of Canada (“IIROC”), and also trades under the names “Stifel GMP” and/or “Stifel First Energy”.
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Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not registered/qualified
as a research analyst with FINRA and is not an associated person of the US broker-dealer and therefore may not be subject to FINRA Rule
2241 restrictions on communications with a subject company, public appearances, and trading securities held by a research analyst account.

MAINFIRST Sponsored research:

At MAINFIRST, analysts may produce issuer paid research ('sponsored research'). This research is produced by analysts in accordance
with local regulatory requirements relating to such research. These research analysts are not registered or qualified as research analysts
with FINRA or the FCA and therefore may not be subject to the same regulatory requirements as research analysts registered or qualified
with these regulators. In certain jurisdictions, this issuer paid research may be deemed to be independent research albeit not produced to the
same conflicts of interest standards required by all jurisdictions for independent research. Where research has been paid for by an issuer,
this will be clearly labelled. Please see our European Policy for Managing Research Conflicts of Interest for additional information.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by SNEL is distributed by SNEL to "Major US Institutional Investors" as defined in Rule
15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may also distribute research prepared by SNEL directly to US
clients, including US clients that are not Major US Institutional Investors. In these instances, SNC accepts responsibility for the content.
SNEL is a non-US broker-dealer and accordingly, any transaction by a US client in the securities discussed in the document must be effected
by SNC. US clients wishing to place an order should contact their SNC representative.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and regulated in the United
Kingdom by the FCA. In these instances, SNEL accepts responsibility for the content. Research produced by SNEL is not intended for use
by and should not be made available to non-professional clients.

The complete preceding 12-month recommendations history related to recommendation(s) in this research report is available at https://
stifel2.bluematrix.com/sellside/MAR.action

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of Companies, Registrar
of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti Monetari Brunei Darussalam. This document
and the information contained within will not be registered with any relevant Brunei Authorities under the relevant securities laws of Brunei
Darussalam. The interests in the document have not been and will not be offered, transferred, delivered or sold in or from any part of Brunei
Darussalam. This document and the information contained within is strictly private and confidential and is being distributed to a limited
number of accredited investors, expert investors and institutional investors under the Securities Markets Order, 2013 ("Relevant Persons")
upon their request and confirmation that they fully understand that neither the document nor the information contained within have been
approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of International Business Companies,
the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam or any other relevant governmental agencies within
Brunei Darussalam. This document and the information contained within must not be acted on or relied on by persons who are not Relevant
Persons. Any investment or investment activity to which the document or information contained within is only available to, and will be engaged
in only with Relevant Persons.

Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international dealer exemption.
This material is intended for use only by professional or institutional investors. None of the investments or investment services mentioned or
described herein is available to other persons or to anyone in Canada who is not a "permitted client" as defined under applicable Canadian
securities law.

Republic of South Africa: Research produced by SNEL is distributed by SNEL to "Clients" as defined in FSCA FAIS Notice 20 of 2018
(the "FAIS Notice") issued by the Financial Services Conduct Authority. Research distributed by SNEL is pursuant to an exemption from the
licensing requirements under Section 7(1) of the Financial Advisory and Intermediary Services Act, 2002.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in accordance with
local securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction is carried out in accordance
with applicable exemptions from registration and licensing requirements. Non-US customers wishing to effect transactions should contact a
representative of the Stifel entity in their regional jurisdiction except where governing law permits otherwise. US customers wishing to effect
transactions should contact their US salesperson.
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