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Thesis: Buy Recommendation with $60.03 Price Target
We recommend a buy on CWST because of 3 thesis points

1. Simplified and Concentrated Business Model Allows for Growth

2. Opportunistic Competitive Position

• Core consumers in secondary and tertiary collection markets

• Relationships with agencies and municipal governments for permits

3. Success of Internal and External Investments to Fuel Growth

• Back-office investments promote margin expansion

• Strategic acquisitions of assets

• Strategic Commitment to sustainable development
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Bear (10%)
• COVID concerns 

dampen market 
performance

• Industrial 
production 
remains minimal

• 2+ year recovery 
on COVID

Base (50%)
• Economies slowly 

re-open
• Industrial 

production slowly 
resumes 

• 1-1.5 year 
recovery on 
COVID

Bull (40%)
• Economy re-

opens
• Industrial 

production 
resumes quickly

• 6 month recovery 
on COVID
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Company Overview

Western Region
46%

Eastern Region
30%

FCR Recycling
6%

Other
18%

Business Segment Revenue Breakdown (%)

Headquarters Rutland, VT

Founding 1975

IPO Date October 29th, 1997

Employees 2300
CEO: John W. Casella

Business 
Description

Vertically-integrated solid waste service 
company that offers collection, disposal, 
recycling, and special waste disposal services to 
residential, commercial, municipal, and industrial 
customers

Full GICS 
Sector 
Breakdown

Industrials – Environmental and Facilities 
Services

Segment 
Revenue 
Breakdown

Summary Last Earning Call Summary

• Despite COVID concerns, the acquisition pipeline still 
looks strong, and NE US saw great recovery rates• Aggregate waste volume saw decreases, but EBITDA 
margins increased through flexed variable costs

Western 
Region

46%
Eastern 
Region

30%

FCR 
Recycling

6%

Other
18%
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Macroeconomic Environment & COVID-19

• Waste management classified as a Critical Infrastructure 
Industry1

• Recycling of plastic and other products has slowed
substantially3

• Disposals at landfills have increased driven from increased
SUP usage from PPE and packaging materials3

• Municipalities are facing liquidity issues3
• Waste generation volume is shifting from commercial to 

residential areas4
• Population shifting from urban to more suburban areas5

COVID-19 Effects: Casella

Sources: (1) CSWT Investor Presentation (2) CSWT 10-q (3) IRC (4) Waste360 (5) IBIS World

Casella Landfill Price Growth1

COVID-19 Effects: Waste Management Key Industry External Drivers5

• Increasing landfill price growth1
• Q2 had lower commercial waste generation, but demand

increased as local economies reopened June 30, 2020
• Increased SG&A costs associated with additional safety 

equipment costs offset by operational efficiencies driven 
by internal technology investment2

• Balance sheet allows for short-term liquidity needs to be met 
(Moody’s Baa upgrade)1
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Macroeconomic Environment & COVID-19

Municipal Solid Waste Generation Trends3

Sources: (1)  US Census Bureau (2) NY Monthly Tax Collections (3) EPA

MSW Recycling & Composting Rate Trends3

New York Net Tax Collection YoY Growth2 Total US Construction Spending Growth1
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Casella Operational & Geographic Competency

Solid Waste
(~76% total revenue)

• Vertically integrated collections, transfer stations, and 
disposal sites create a pricing advantage for long-
lasting contracts with municipalities and communities

• Strong acquisition history and future pipeline allow 
for expansion of geographical coverage

Resource 
Solutions

(~24% total revenue)

• Operational efficiencies allow Casella to leverage 
core competencies to build alternative revenue streams

• SRA Fee passes commodity price risk to consumers
• Successful CRM integration has increased growth of 

Customer Solutions segment

Eastern Region
($219.4M revenue)

• 17 collection facilities, 24 transfer stations, 3 recycling 
facilities, 2 subtitle D landfills

• Emphasis on growth from acquisitions and organic 
expansions on collections and recycling services 

• Building a environmentally cleaner fleet 

Western Region
($343.4M Revenue)

• 26 collection facilities, 34 transfer stations, 6 recycling 
facilities, 6 subtitle D landfills, and 1 C&D landfill

• Emphasis on vertical integration to expand and offer 
additional customer solution products in the region

• Increasing customer reach by utilizing rail usage

Region Area Serviced

Western Region
VT (Watersheds); New York (Eastern, 
Western, Upstate, Watersheds); PA 

(McKean)

Eastern Region
MA (Watersheds); NH (Northern, 
Central, Southeast); MA (Central, 

Eastern)

Operational Segments2 LTM 6/30/2020: Revenue Split1

Geographical Segments2

Sources: (1) CSWT Investor Presentation (2) CSWT 2019 10-K

Locations Served2
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Bear
• COVID forces 

Northeast region 
into another 
lockdown

• Loss of revenue 
from industrial 
and commercial 
segments

Base
• Seasonality of 

residential trash 
production 
reverts

• Northeast 
business districts 
ramp up 
production

Bull
• Residential trash 

collection 
remains strong

• Northeast 
Business 
districts  
accelerate 
production

Revisiting the Thesis: Simplified and Concentrated Business Model
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Competitive Position: Industry

COMPETITIVE 
RIVALRY • LOW

• Long term contracts with 
cities and local communities

• Customer dependency for 
services is high

• Municipalities cutting waste 
collection service budgets 
allow leverage of economics 
of scale 

HIGH
• Low customer concentration
• High switching costs
• Government legislation and 

public awareness driving 
recycling demand

• Vertically integrated 
businesses with more 
service offerings can land 
more contracts and gain 
additional revenue through 
tipping fees

MODERATE

• Contractual barriers to switch providers
• Economies of scale provides pricing power over 

smaller companies
• Substitutes can compete using environmental 

credentials

LOW
• Capital intensive infrastructure
• Vertical integration results in smaller players to 

pay tipping fees to use large facility landfills
• Strict regulation on landfills
• Residential & small business contracts 1-3 

years
• Commercial & Industrial firms have longer 

contract duration
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Relative Competitive Position

Market Segment • Secondary and tertiary 
markets

• Operates in urban area but 
to lesser extent

• Mainly target urban areas
• Greater economies of scale

• Mainly target large urban 
areas 

• Expanding to secondary and 
tertiary markets 

• Only operate in New York

Geographies National National National New York

Services Offerings
• Expanding rapidly to 

recycling to offer more 
comprehensive solutions

• Diversifying revenue 
streams

• Dominant in residential 
recycling

• The first to implement 
single-stream programs 

• Specializes in solid waste 
management 

• Starting to expand to 
recycling in smaller 
communities

• Specialize in waste 
collection services and 
dumpster rental

Reputation • Maintain local presence and 
strong identity through 
community involvement

• Has strong relationships with 
big cities 

• Less known in secondary 
and tertiary markets

• Strong reputation in large 
cities 

• Recycling expands presence 
in secondary markets

• Has very strong 
relationships with residential 
zones, major corporations, 
and the government of NY

Employee Retention • Retains employees 
• Low turnover

• High employee turnover
• Poor Glassdoor ratings 

• Retains employees 
• Strong work culture helps 

keep talent

• Have trouble retaining 
employees that prefer larger 
companies

• Casella’s position in secondary and tertiary markets avoids high competition in urban areas and is profitable as people are migrating back to 
the suburbs due to Covid-19

• Casella combats commodity volatility well, boosting their recyclable revenues and making it a viable method of revenue diversification
• Strong relationships in NY and NE will help continue to secure good contracts
• Casella’s low turnover gives them an advantage over WM that faces 20% turnover

Sources: Each Company’s 10K
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Bear
•COVID strains 
current workforce 
causing employee 
dissent

•Poor performance 
allows competitors to 
acquire markets

Base
•Employee turnover 
remains low

•Strong relationships 
in secondary and 
tertiary markets 
continue to drive 
revenue

•Large competitors 
continue to focus on 
urban and high pop 
areas

Bull
•Great benefits 
encourage talent to 
gravitate to Casella

•Casella continues to 
thrive in secondary 
and tertiary markets

•Relationships with 
municipalities allow 
for rate increase

Revisiting the Thesis: Opportunistic Competitive Position
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Source: CWST 2019 10-k and 10-q

SG&A as a % of Sales

Internal Investments: Technology
Casella Management follows a “2021 plan” which includes using technology to drive profitability 

• Investments into Microsoft Dynamics and Net Suite to promote procurement
• Developed employee retention programs through education services and right-wage contracts
• We see a general upward trend in margins, with some inconsistency in segment divisions (see Appendix)
• SG&A as a percentage of sales has improved by upwards of 70 bps since 2021 plan strategic initiative
• EBITDA Margins have grown 3.85% CAGR
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20.5%
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20.0%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

2014 2015 2016 2017 2018 2019

EBITDA Margin (%)

12.8%

12.4%

13.3% 13.3%
13.2%

12.8%

12.5%

12.7%

11.8%

12.0%

12.2%

12.4%

12.6%

12.8%

13.0%

13.2%

13.4%

13.6%
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Southbridge
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• Casella has reduced their GHG emission by 

over 50% 

• Has modernizing their fleet since 2015 to run 
with lower carbon and better-grade diesel

• Of their fleet, 37 are CNG trucks which have 
displaced over 400,000 gallons of diesel fuel

• Plans on utilizing internal tech investments to 
route shorter routes and further decrease 
emission

Internal Investments: Strategic Commitment to Resource Renewal
Casella differentiates itself by spearheading a Resource Renewal focus

• Casella is a dominant processor in Northeastern 
US for recycling

• Restructured 3rd party processing contracts 

by charging processing fee

• Recycling services diversify revenue streams 
and enhance ESG presence

• Strategic commitment to their resource 
renewal process despite associated cost

Resource Renewal Cycle Implementing Reduced Carbon

Sources: (1,2) CSWT Sustainability Report 
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Casella differentiates itself by spearheading a Resource Renewal focus

• Management team has integrated a goal – track 
– focus framework for each business segment

• Committed to providing capital to bolster each 

segment to reach their sustainable goals
• Historic commitment leaves them well 

positioned to benefit from current ESG focus

• Actively spreading education and awareness in 
their communities

Intelligent and Accountability Renewable Energy Partnerships

Sources: (1,2) CSWT Sustainability Report

• Management has entered strategic partnerships 
with energy providers on their sites

• 4 of 9 landfills currently have landfill to gas 
plants on site operated by 3rd parties

• 3 of 9 landfills awaiting environment clearance 
to open similar sites

• Graphic above details significant portions of 
waste being reused as renewable energy

Internal Investments: Strategic Commitment to Resource Renewal
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External Investments: Tuck-in Acquisitions
Casella’s growth has been driven primarily by acquisitions of key assets in Northeast 

Date 

Acquired

Company 

Acquired

Acquisition Details Added Annual 

Revenue

6/6/2019 D&E Rubbish 
Removal Inc and 
Bin Dump’n
Trash

• D&E exclusive Waterboro, ME 
residential pick-up and roll-off 
containers

• BDT residential collectors for 
Wilbraham, Hampden, Palmer, and 
Springfield suburbs

• Combined ~20,000 population

$11.5 MN

9/6/2018 Youngblood and 
Silvarole

• Primary contractor to Rochester NY 
suburbs: Brighton, Henrietta, Rush

• 3 towns combine for ~ 80,000 
population

$30 MN

1/4/2018 Complete 
Disposal 
Company

• Total consideration of 16.5 MN
• Primary contractor to Westfield 

Community, suburbs to Springfield
• Westfield has ~ 40,000 population

$17 MN
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External Investments: Tuck-in Acquisitions
Casella’s growth has been driven primarily by acquisitions of key assets in Northeast 

Revenue Breakdown by Region (thousands)

 $-

 $100,000

 $200,000

 $300,000

 $400,000

 $500,000

 $600,000

 $700,000

 $800,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Western Region Eastern Region FCR Recycling Other

The Suburban Megalopolis

Source: CDC

• Historic revenue has 8.36% 5-year CAGR driven by tuck-in acquisitions
• Access to the “Suburban Megalopolis” in the Northeast (micropolitan, small metros, medium metros)
• TAM: Northeast Pop. (50 MN) * Suburban Residence % (52%) * Target Market % (75%) = 19.5 MN

• Currently serve 170,000 residents in the Northeast US
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Bear
• Sustainable 

investments 
don’t attract 
customers

• Tuck-in 
acquisitions take 
time integrate

• Saturated 
market

Base
• Investments 

attract ESG 
mindful 
customers

• Tuck-in 
acquisitions 
integrate

• Less fragmented 
market

Bull
• Internal 

investments 
improve margins 
and attract 
customers

• Tuck-in 
acquisitions 
integrate quickly

Revisiting the Thesis: Strong Internal and External Investments
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Relative Valuation: Key Metrics

• Casella trades at a significantly higher P/E and EV/EBITDA multiple than most competitors
• Median level of debt and adequate access to capital markets (ie 9/02/2020 bond @ 2.750 Coupon)
• Casella has room to grow within Gross, Operating, and FCF margins

Note: Missing Data for Metrics not Available in BBG
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Discounted Cash Flow: Base Case
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Discounted Cash Flow: Bull Case
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Discounted Cash Flow: Bear Case
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Revisiting the Thesis ($60.03 Price Target)
We recommend a buy on CWST because of 3 thesis points

1. Simplified and Concentrated Business Model Allows for Growth

2. Opportunistic Competitive Position

3. Success of Internal and External Investments to Fuel Growth

Risks
• High trading multiple implies little room for any mistakes
• Acquisition growth will require significant capital investment

Sources: (1) McKinsey ESG C-Suite Report
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Appendix
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Internal Investments: Technology
Casella Management follows a “2021 plan” which includes using technology to drive profitability 

• Back office investments into ERP, CRM, and 
Case Management

• Focusing on using BI to improve procurements 
and increase margins

• Planning on implementing computing dynamic 
routing systems1

• Following the tight labor market in 2018 and 
2019 Casella invested in employees

• Kelley Robinson (VP HR) has developed a 
strong employee retention program2

• Emphasizes right-wage contracts and 
education opportunities for workers

Back Office Investments Employee Development Programs

Sources: (1) CSWT 2019 10-k (2) CSWT Earnings
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Internal Investments: Recycling
Casella differentiates itself by offering value-added resource solutions like recycling

• Restructured 3rd party processing contracts by 
charging processing fee

• Charge Sustainability Recycling Adjustment (SRA) 
Fee for collection customers

• Invest in processing infrastructure
• Maintain strong partnerships with consumers of 

recycled materials

• Dominant processor in Northeastern US 
• Has 6 processing facilities with long-term 

contracts
• Recycling services have continued to expand 

Casella’s margins and diversify their revenue 
stream

Recycling Services Combatting Commodity Volatility

Chart: Casella Average Commodity Revenue per ton
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Segment Metrics
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Enterprise Metrics
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Enterprise Metrics
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Weighted Average EQRV from Bloomberg
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Comparative DCF: Waste Management
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Comparative DCF: Republic Services Group
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