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Kelso's PIPE to cover landfill buy 

(The Deal.com, May 8, 2003)

By Vyvyan Tenorio

New York buyout firm Kelso & Co. has made a $53.4 million PIPE investment in Canadian trash services company Capital Environmental Resource Inc. to finance a landfill acquisition in Florida. 

Burlington, Ontario-based Capital said Tuesday, May 6, it has completed a private placement with Kelso, consisting of 55,000 shares of cumulative preferred stock and warrants for 7.15 million shares of common stock. The net proceeds were approximately $53.4 million for the company, which is traded on the Nasdaq Smallcap market. 

CFO David Feals said Kelso has an option to buy an additional 45,000 shares in preferred stock, up to a total of 100,000 shares, and additional warrants for 5.85 million shares of common stock. 

In September 2001, executives from Kelso made an undisclosed, small investment in a $33 million private placement, alongside other individuals led by Capital's board of directors. 

In February 2003, the company completed a separate, $28.5 million private placement with a group of private individuals. This comprised 10.075 million Series 1 preferred shares and warrants for 2.015 million shares of common stock. The Series 1 preferred shares are convertible at the same number of shares of common stock upon shareholders' approval. 

PIPE is shorthand for a private investment in a publicly traded entity. 

The $81.9 million raised this year will help fund the $71 million acquisition, announced in February, of a 1,100-acre, Florida landfill site being developed to serve Osceola County and the greater Orlando area. 

This is one of several the company hopes to make to expand its solid waste management operations in the region, Feals said. 

He said the landfill business is a very profitable element of Capital's operations, and the Florida acquisition, which has a permitted capacity of 24 million cubic yards, has a significant potential for growth. 

"We can certainly run this as a standalone business or leverage it with other acquisitions," Feals said. 

Last year, the company reported 6% revenue growth at $98.8 million for the period ended Dec. 31, from $93.2 million in 2001. Net income was $2.1 million, compared with a net loss of $19.7 million. Ebitda for 2002 was $20.3 million, compared with an adjusted Ebitda of $14.8 million. 

Shearman & Sterling's New York office represented the company, while Lehman Brothers Inc. served as financial adviser for this transaction.

