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We recently reported that Bad Toys Holdings, Inc. had announced on Novem-

ber 28th, 2005 that it will spin-off its Southland Health Services Division into a 

separate entity via a special stock dividend.   

 

To reiterate, Bad Toys Holdings, Inc. has  declared a  stock dividend of South-

land common shares to each of its Bad Toys Holdings, Inc.  shareholders of 

record on January 12, 2006.  The management has decided to distribute 75% of 

Southland shares to its shareholders.  The management will issue 1.31 shares 

of common stock of Southland Health Services (called new Company hence-

forth in this report) for every 1 share of common stock owned of Bad Toys 

Holdings, Inc.   

 

The Southland shares will be distributed to the shareholders after the registra-

tion statement is filed with the SEC and when the registration becomes effec-

tive.  The company will be filing the registration statement on or after Decem-

ber 31, 2005.  Contemporaneously with the filing of registration statement with 

the SEC, Southland will seek to have shares listed on the NASDAQ SmallCap.   

  Further Analysis of Recent Planned Spin-Off 
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As mentioned earlier, for every one share of current BTYH that investors own, upon an effective regis-

tration, they will receive 1.31 shares of Southland.  According to recent Company filings, this means ap-

proximately 25 million shares will be issued in the new Company.  Out of approximately 25 million 

shares, 25% will remain with Bad Toys Holdings and the balance of the shares will be distributed to its 

shareholders.  

 

An interesting note regarding the proposed dividend; the NASDAQ Small Cap listing rules require an 

initial minimum listing price of $4.  Thus, if management achieves a NASDAQ SmallCap listing of the 

new Company; Southland will trade at a price of $4 per share and will be valued at approximately  $100 

million; and Bad Toys Holdings will hold shares worth approximately $25 million, in addition to the 

current value of the firm.  If this scenario plays out, it translates into a current per share valuation of 

BTYH of $1.51 for its holding in the new Company (based on average shares); compared to the current 

market price of $1.22.   

 

In addition, each share of Bad Toys Holdings would be worth $5.24 (1.31 x $4.00 = $5.24) to account for 

the value of the new Company, if it achieves a NASDAQ SmallCap listing of $4.00 per share.  Using this 

logic, the total value of Bad Toys Holdings shares should therefore be $6.75, to account for value of the 

new Company at $4.00 per share.  However, the current market price is $1.22.  The risk to the valuation 

is the chance that the new Company will not obtain a listing on the NASDAQ SmallCap.  Based on cur-

rent market price; the market is assigning an 18% ($1.22 ÷ $6.75 = 18%) probability of this event happen-

ing.  The decision that investors need to consider is if the chance of listing the new Company is higher 

than 18%; as a higher chance will clearly indicate undervaluation in the current price. 

 

The reader must note that this calculation is valid if and only if the management succeeds in listing the 

new Company at NASDAQ SmallCap at the terms and conditions which are currently planned. 
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Based on our previous valuation report, Bad Toys Holdings’ earnings per share (EPS) including South-

land is $0.23 for the fiscal year 2005 and in the next fiscal year it is expected to be $0.40.  The current mar-

ket price is 1.22.  Based on the current market price, the forward P/E of Bad Toys Holdings (including 

Southland) is a meager 3.05 times. 

 

For the quarter ended September 30, 2005, Southland accounted for 98.5% of the Company’s total reve-

nue of $11.88 million. Thus, Southland is the main value driver for the overall firm. 

 

Company Description 

 

Bad Toys Holdings, Inc. (OTCBB: BTYH) currently has two business segments. The first business seg-

ment is the manufacturing, marketing and servicing of custom V-Twin motorcycles, custom street rods 

and component parts; while the second business unit is active in providing of medical ambulance ser-

vices.  The Company was incorporated in 1995 by Larry N. Lunan under the name BTMC, Inc. Subse-

quently, in 2000, the name was changed to Bad Toys, Inc. On August 9, 2004, the name was further 

changed to Bad Toys Holdings, Inc. The Company is headquartered at Kingsport, Tennessee, USA. 

 

Figure 1 below shows that Business Segments, namely medical transportation and custom motorcycles.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 Fundamental Valuation 

 

Business Segment  

Health Care –  

Medical Transportation 

Motorcycle and Street Rod 

 Industry – Custom Motorcycles 

Figure 1: Business Segments of Bad Toys Holdings, Inc 

Source: Company Website 
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In the medical transportation segment, the Company’s division Southland Health Services, Inc. 

provides emergency and non-emergency medical ambulance services primarily in the southeastern 

US.  

 

The other business segment, Bad Toys, includes a number of vertically integrated companies. These 

companies design, manufacture, distribute, service and sells both custom-made and retail 

motorcycles, as well as products, construction and restoration of custom cars and sprint racing cars. 

The division also offers brokerage services for custom cars and motorcycles. 

 
Business Units 
 

The following figure highlights the different business units of Bad Toys. 

 

Figure 2: Business Units of Bad Toys Holdings, Inc. 

 
BAD TOYS HOLDINGS, INC. 

      SOUTHLAND HEALTH SERVICES, INC.  

BAD TOYS, INC. 

AMERICAN EAGLE MOTORCYCLE, INC. 

GAMBLER MOTORCYCLE, INC. 
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AE FUNKARTS, INC. 
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BAD BOYZZ TOYZZ, INC. 
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The current valuation of Bad Toys Holdings indicates that market is assigning a probability of 18% to 

the chance that the new Company will obtain a listing of $4 on the NASDAQ SmallCap.  If the man-

agement is able to succeed in securing the NASDAQ SmallCap listing, the value may increase signifi-

cantly.  

 

In addition, as the company moves towards the path of NASDAQ SmallCap listing, the market im-

plied probability of success should also increase; leading to a rise in stock price.  On the same lines, if 

the NASDAQ SmallCap listing becomes improbable, management has indicated that Southland will 

not seek a separate listing on the OTCBB.  In this case, as noted above, the combined companies of Bad 

Toys Holdings currently fetch a very low 3.05 times next year’s EPS.  For comparison, the S&P 500 has 

a forward P/E of around 17.  A forward P/E of 3 would support the argument that the current share 

price is undervalued and has ample room to appreciate. 

 Conclusion 
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and 

micro capitalization companies.  BER has no investment banking or consultation conflicts thereby minimiz-

ing the inherent conflicts of interest between the research analysts and the companies they cover.  BER is not 

a registered investment advisor or broker dealer.  No information in this report should be construed as an 

endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared this 

report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the au-

thor. Beacon Equity Research has been compensated eighteen-thousand dollars by Bad Toys Holdings, Inc. 

for a one year enrollment in its research program.  All decisions are made solely by the analyst and inde-

pendent of outside parties or influence.  The Private Securities Litigation Reform Act of 1995 provides inves-

tors a “safe harbor” in regard to forward-looking statements.  To fully comply with the requirements of this 

law, BER cautions all investors that such forward-looking statements in this report are not guarantees of 

future performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may 

cause actual results to materially differ from the results, performance or expectations expressed or implied 

by such forward-looking statements.  Investors should exercise good judgment and perform adequate due-

diligence prior to making any investment.  In accordance with the “Standards for Independent Research 

Providers” issued by the FIRST Research Consortium, BER makes the following assertions: ratings and price 

targets in this report should not be construed as recommendations or stock price predictors.  Conflicts are 

inimical to credible professional research; however, the analysts responsible for this report publicly state 

that they do not own a stake in any of the companies covered in this report.  Neither they nor principals of 

this research provider are permitted to trade any form of equities of companies being covered prior to re-

search being initiated or during the coverage period. 

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company’s SEC filings as well as our initial report on the firm to better understand the inherent 

risks associated with this security. 

other uncontrollable or unknown factors may cause actual results to materially differ from the results, per-

formance or expectations expressed or implied by such forward-looking statements.  Investors should exer-

cise good judgment and perform adequate due-diligence prior to making any investment. 
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