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

business segment is in the Healthcare Industry.  The Company provides emergency and 

non-emergency medical ambulance transportation services through its subsidiary, 

Southland Health Services, Inc.  The second segment serves Motorcycle and Street Rod 

Industries.  The Company offers manufacturing, marketing and servicing of custom V-

Twin motorcycles, custom street rods and component parts through its subsidiaries, 

Bad Toys, American Eagle Manufacturing Company, Inc., and Gambler Motorcycles, 

Inc.   

 

 In the medical transportation segment, the Company’s division Southland Health Ser-

vices, Inc. provides emergency and non-emergency medical ambulance services primar-

ily in the southeastern US.  The Division operates in Mississippi, Alabama, Florida, 

Louisiana, Kansas, Tennessee and Virginia.  The Division provides the largest area of 

coverage in the state of Mississippi. 

 

The other business segment, Bad Toys, includes a number of vertically integrated com-

panies. These companies design, manufacture, distribute, sales and service both cus-

tom-made and retail motorcycles as well as Sprint Racing Cars. The Division constructs 

and restores custom cars and Street Rods. The division offers brokerage services for the 

sale of custom cars, street rods and motorcycles. 

  Company Background 



Beacon Equity Research  

Bad Toys Holdings, Inc.  (OTCBB: BTYH)                          2                                                               Research Note 

January 9, 2006 Analyst:  Shailesh Dhuri, CFA 

www.BeaconEquityResearch.com  

Bad Toys Holdings is undertaking a restructuring so that existing shareholders may realize the 

true value of the Company.  Bad Toys Holdings will issue a stock dividend consisting of shares 

of Southland Health Services, Inc. to each of its shareholders.  Southland Health Services, Inc. 

will become a separate publicly traded company.  Management has decided to distribute 75% of 

Southland Health Services, Inc. shares to the existing Bad Toys Holdings, Inc. shareholders via a 

spin-off, and retain 25% in the existing shares of Southland Health Services, Inc.  Management 

will issue 1.31 shares of Southland Health Services for every 1 share of common stock owned of 

Bad Toys Holdings, Inc.  The dividend will be issued to shareholders of record as of January 12, 

2006.  According to management, investors must own the shares as of the close of market on 

January 11, 2006 to be eligible for the dividend. 

 

Management will file a Registration Statement with the SEC for Southland Health Services, Inc.  

Once the Registration Statement is approved and becomes effective, Southland Health Services, 

Inc. shares will be distributed to the qualifying shareholders.  Management has stated the regis-

tration statement will be filed early in the first quarter of 2006.  Contemporaneously with the 

filing of the registration statement with the SEC, Southland Health Services, Inc. will seek to 

have its shares listed on Nasdaq Small Cap Market with an opening minimum $4.00 listing 

price, as required for membership to Nasdaq Small Cap. 

 

As mentioned in an earlier research note, 1 share of existing Bad Toys Holdings will receive 1.31 

share of Southland Health Services, Inc. (Southland).  This means approximately 25 million 

shares of Southland Health Services, Inc. will be issued.  Of the 25 million shares, 25% will be-

long to Bad Toys Holdings and the remaining shares will be distributed to Bad Toys sharehold-

ers of record on January 12, 2006, upon the effective date of the registration statement. The 

Nasdaq Small Cap listing rules require a minimum listing price of $4.00.  According to manage-

ment, the Company will be listed at $4.00 and not below that price.  Thus, if management 

achieves a Nasdaq Small Cap listing for the Southland; it will be valued at approximately $100 

million; and Bad Toys Holdings will be holding shares worth roughly $25 million.  This trans-

lates, for Bad Toys Holdings, Inc., into a per share valuation of $1.51, after the spin-off, for its 

holdings in the Southland.    

 Valuation of Proposed Spin-Off 
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Assuming a $4.00 listing of Southland, each current share of BTYH stock would be worth 

$5.24 (1.31 x $4.00 = $5.24) to account for the value of the Southland, if it is able to obtain a  

listing on the Nasdaq Small Cap.  Along the same lines, the total value of Bad Toys Holdings 

shares would be $6.75 to account for value of Southland at $4.00 per share.  However, the 

current market price is $2.25.  The risk to the valuation can be the chance of Southland get-

ting listed on NASDAQ Small Cap. Based on current market price; it appears the market is 

assigning a 33% ( = 2.25/6.75) probability of this event happening.  The decision that inves-

tors need to determine is if the chance of listing Southland on the Nasdaq Small Cap Market 

is higher than 33%; as a higher chance will clearly indicate undervaluation in the current 

price of Bad Toys Holdings. 

 

The reader must note that this calculation is valid if and only if management succeeds in list-

ing Southland on Nasdaq Small Cap at the terms and conditions which are currently 

planned.  A listing on the AMEX would assume a minimum of a $3.00 listing price and 

therefore a potentially lower market value of the overall firm. 

 

It has been more than a month since Bad Toys Holdings has announced its plans for listing 

Southland on Nasdaq Small Cap.  There has been no announcement from Bad Toys Hold-

ings that they are facing any troubles in their plans.  Based on this fact, and the rapidly rising 

share price which further increases the probability of the new listing , we believe there is 

now a probability of 50% to the listing event happening. This probability translates into a 

price target of $3.37. Hence, we revise our current price target of $2.13 upwards to $3.37, 

early a 50% upside from current levels,  on the same conditions as laid out by management.  

The reader should note that the risk to the price target is failure in implementing the Nasdaq 

Small Cap listing plans under the same conditions.  
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Additional Valuation Considerations 

 

The only other known publicly-traded ambulance service provider is Rural/Metro 

Corporation (NasdaqSC: RURL).  According to Wes Cummins, analyst at B. Riley & Co., an 

independent research firm, RURL is expected to earn $.43 per share in FY 2006.  The stock 

currently trades at $9.00, giving it a forward P/E of 20.9.  Bad Toys Holdings is projected to 

earn $.23 in FY 2005 and $.40 in FY 2006, according to management.  At a current share price 

of $2.25, this yields a current P/E of 9.78, and a forward P/E of 5.63.  RURL has a market 

capitalization of $220 million and sales in FY 2005 of $531 million.  Conversely, Bad Toys 

Holdings has a current market capitalization of roughly $41 million and is projected to 

generate $46 million in net sales in FY 2005 (as of Q3 the firm has generated $34 million in net 

sales). 

 

 
(* estimated) 

 

(1) This figure does not include a one-time $82 million tax benefit 

 

Judging from several comparative metrics, Bad Toys Holdings may be considered 

undervalued at current levels.  In most other circumstances and industries, smaller 

companies that have superior growth prospects usually trade at a premium to their more 

established peers, not vice-versa.  One potential reason for the current imbalance may be the 

fact that RURL is traded on a much more visible exchange, and is able to attract the investors 

necessary to achieve a higher valuation.  If this is indeed the case, a listing of Southland on a 

larger exchange, such as the Nasdaq, would probably close this gap as it would likely 

increase its investor base and valuation. 
 

Company FY 2005 EPS FY 2006 EPS FY 2006  

Revenue 
FY 2006 P/E Market Cap 

Rural/Metro 

(RURL) 

$.22* (1) $.43* $567 MM* 20.9* $220 MM* 

Bad Toys Holdings 

(BTYH) 
$.23* $.40* $60.3 MM* 5.63* $41 MM* 
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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. 

 

Analyst: Shailesh Dhuri, MBA is a member of GARP and PRMIA 
 
 

 

All material contained in this report is the sole property of Beacon Research Partners, LLC.  
No information contained herein may be copied or reproduced in any manner without the 

express written consent Beacon Research Partners, LLC. 

 


