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MANAGEMENT DISCUSSION SECTION 
 

Alan Katz 
Vice President-Investor Relations 

[Abrupt Start] ...CEO; Mike de Castro, who will talk about the supply chain as well as operations; Derek Veenhof, 

who will give his overview of the state of waste. Paul Stauder will run a panel that includes several of our clients. 

Sami Kabbani will go over our energy business. Steve Bossotti will talk about our metals business. And Matthew 

Mulcahy will talk about our new business development. Brad will talk about – Brad Helgeson, our CFO, will talk 

about our capital allocation plan and give a financial over review and then we'll have a Q&A session at the end. 

 

We also have several other members of management as I mentioned, Tim Simpson, our General Counsel is here; 

Tom Bucks, our Senior Vice President of Finance; Mike Wright, our Head of Human Resources; Neil Zieselman, 

our Chief Accounting Officer; Jim Reilly, our Treasurer; Jill Stueck, our Head of Marketing; and Clare Rauseo, 

who works Investor Relations with me. 

 

You can see here that we have several breaks incorporated in the day and again the panel is – the panel Q&A 

session is scheduled for the end of the day. So, please remember your questions and we'll be able to answer those 

at approximately 12:30. 

 

So the key questions that we had for today. First, it really boiled down to four key topics; growth, including 

international and U.S., M&A and organic growth; commodity risk, which included how to maximize the value of 

our portfolio and how to really manage our exposure to commodity markets; capital allocation, the stability of our 

dividend, the opportunity for growth all the dividend and the base line free cash flow, supporting the dividend; 

and our core base business, the operations, why we are at an inflection point today and the opportunities for 

growth around that business. 

 

So with that, I want to thank you all for coming. And please we encourage feedback on this day, our presentation, 

the data that we provide and we look forward to presenting a lot of good information. You all should have received 

presentations on your seats. All the data that you'll see on this screen is included in those presentations. 

 

With that, I welcome Steve Jones, our President and CEO, to give his strategic review. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer 

Thanks, Alan. I appreciate that. Good morning, everyone. I'm Steve Jones, CEO and President of Covanta. 

Welcome to our 2015 Investor Day. I think I actually broke the clicker. We were joking around. There's a button 

on this clicker, that if you hit it, it starts the whole presentation over. So we're taking a poll on who's going to hit 

the button so I taped over it and probably fouled up these folks' clickers. So my apologies on that. 

 

Today, you're going to hear from a number of members of our senior team. I think we have a first rate senior 

team, and I think you'll be pretty impressed by topics that they talk about, their expertise. And we're also going to 

get into a number of topics today that we don't usually get to delve in any depth on the earnings call. So things like 

the waste market, the energy markets and also the metals market are going to get kind of a full hearing today and 

you'll get to understand a little better what we see in those various markets. 
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The topics I'll cover a little higher level and really what I want to do is set up the day for my colleagues who are 

going to come up here and talk in greater depth on a number of topics. I'll provide my thoughts though on the 

energy-from-waste market, the Covanta investment thesis. My views after my first 200 days in office, we thought 

that might be of interest to folks. Also some since champing this topic at Covanta, I want to discuss continuous 

improvement and some of the efforts that are underway at the company. 

 

So let's start out with a question. What does everybody think we should do with the waste that we generate in 

society today? Here's a chart from the EPA, it's showing the waste hierarchy or the preferred way to handle waste. 

As you can see the mantra reduce, reuse, recycle is still on play, but what's the next step in the process? We think 

its recovery. The recovery of energy and metals from the waste stream, and this is widely accepted as the preferred 

way to handle post-recycled waste in modern society. Let's take a look at why that is. 

 

Energy-from-waste is the only sustainable way to dispose of waste over the longer term. Now the alternative as 

everybody here knows is landfilling but has many environmental challenges. So for example, landfills are the third 

largest contributor to methane in the U.S. and I think a lot of people know methane has about 30 times larger 

greenhouse gas impact than CO2, so that's pretty darn significant. 

 

It's also not a sustainable use of land. You need a lot of land to effectively undertake landfilling. And then also it 

has minimal renewable power generation. So, you can see from the slide ,only 65 kilowatt hours per ton of waste is 

produced in those cases where methane is actually recovered from landfill – landfill gas, and that's not always the 

case on landfills. 

 

Energy-from-waste on the other hand, if you go through the energy-from-waste process, reduces the volume of 

waste by 90% to clean energy technology, you can see you produce roughly 500 kilowatt hours per ton of waste. So 

smaller footprint and it's sited closer to population centers. So for example, the facility that we operate in 

Minneapolis is in the same complex as the Minnesota Twins baseball team. And then you also can recover metals 

for recycling. 

 

Energy-from-waste is not just about waste disposal, right. It's also about a clean renewable energy source that is 

the only negative greenhouse gas energy producer. Energy-from-waste actually reduces greenhouse gases when 

you consider the avoidance of landfilling and I mentioned methane gas a few minutes ago, and also metals 

recycling which offsets the need to mine iron ore and aluminum to produce fresh metal. 

 

So with everything I've said, you'd expect that energy-from-waste would be a key waste disposal option here in the 

U.S., but unfortunately that's not the case and you can see that from this slide. Approximately only 10% of this 

country's waste goes into energy-from-waste facilities. The question is, why has there been such a limited amount 

of new greenfield development activity in the U.S. over the past 10 years? The answer is the U.S. has minimal 

policy support to drive energy-from-waste development. 

 

But that's not the case in every other country as you can see from this slide. You can see that geographies with 

stronger support of policy, primarily Europe and Asia, have significantly more energy-from-waste facilities. Also 

note that the proportion of energy-from-waste in many of the same geographies is going to continue to grow in the 

future. 

 

By 2023, the energy-from-waste market will grow by about 400 facilities, adding a total additional capacity of 100 

million tones, so 100 million tonnes of additional processing capacity being added, or it's measured by favorable 

policy initiatives in these various countries, policies such as renewable energy directives, rental taxes and green 

power pricing premiums. 
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From an energy-from-waste growth perspective, this is our addressable market. So the question for us is, which 

markets should we view as key markets and how do we capture our fair share of these markets? Matthew Mulcahy 

will be up here in a few minutes to give you some details on our thinking in this area and what markets we think 

are key markets. This is an important area for focus for Covanta as we move forward. 

 

I see our challenge is to use our industry scale to participate in this growth in a profitable manner. We need to 

migrate our capabilities from places like North America, where we have a large footprint and you'll see that in a 

minute to the global market just like we're currently doing in the Dublin, Ireland project. 

 

I mentioned generally the impact of U.S. regulatory support versus other geographies. This slide gives you a bit 

more detail related to direction of the support in the U.S. Note that there are three areas of regulation. They don't 

always overlap exactly, so you have the energy regulations, environmental regulations and waste regulation. 

 

On the energy side, very recently rules like the Clean Power Plan are starting to benefit energy-from-waste in the 

U.S.. For example, energy-from-waste was included in the definition of renewable energy sources in that plan and 

states can use energy-from-waste to meet their CO2 reduction goals. You can also see some other regulations on 

this list that impact directly or indirectly the energy-from-waste industry. Most of these regulations are pit fossil 

fuel power plants, particularly hard, which will lead to the higher power prices, which will help energy-from-waste 

industry. 

 

From the perspective of waste policy, there's not a lot of regulation to point to at this juncture. Instead, the 

energy-from-waste market in the U.S. is really driven more by corporate sustainability programs, zero landfill 

goals by companies trying to improve their sustainability scores on ranking systems like the Dow Jones 

Sustainability Index. 

 

My point overall is that the U.S. is starting to embrace its obligations related to greenhouse gases and being part of 

the international community. Even some slight policy changes in the energy environmental waste areas moving 

the U.S. towards some of these other geographies and other governments will have a very positive impact on the 

energy-from-waste industry in the U.S. 

 

Let's shift directions for a minute and dive a little bit deeper into Covanta specifically and you'll see a number of 

numbers up here on the page. Operationally, Covanta looks a lot like many other large industrial players on paper. 

We have multiple assets, a deep bench of talent and a long operating history. The thing that's perhaps most 

impressive, which many of you may not know is we're the world's largest operator of energy-from-waste facilities 

in the world. So we're the world's largest. Not only we're bigger, but this is all that we do. 

 

Most other energy-from-waste operators sit within a much larger industrial or power company portfolio. We focus 

on doing one thing very well which is running these facilities and providing environmental solutions to customers 

on waste matters. And our track record we think is pretty impressive in this area. Mike de Castro will talk about 

that in a few minutes. 

 

Let's look at a picture that shows the breadth of our footprint here in the U.S. It's more than just the numbers I 

highlighted from the previous slide. We operate approximately two-thirds of the energy-from-waste capacity in 

U.S. This is a large piece of the energy-from-waste pie. It's a relatively small piece of the overall waste bucket. 

However, it's important to note where our capacity sits within the U.S. 

 

Our footprint is key to our business. It's also replaceable and there's some certain level of value inherent in where 

these assets are. Our assets are in the most attractive waste and power markets in the country. Our facilities as you 
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can see are primarily located in the Northeast, where there are high priced energy markets and high priced waste 

markets. 

 

Here's some trivia. How much MSW, so municipal solid waste, landfill capacity is located within 50 miles where 

we're all sitting today? Basically, the answer is none. There are a few small landfills that service only specific 

municipal communities, but you can't bring a ton of spot waste to these landfills. 

 

On the other hand, Covanta has 5 million tons of annual disposable capacity in the same footprint. So as I 

mentioned we are sited near population centers, which is an advantage. We're leveraging these assets as well as 

the rest of our footprint to optimize our performance and squeeze the most out of this portfolio. You've seen some 

of this through our TSD acquisitions, we've talked about those in the Q2 call and our profile waste growth. Derek 

will be up here in a few minutes to talk about this area, but this is an exciting growth opportunity for us here in the 

U.S. 

 

As I started in the beginning, as I said in the beginning, I thought it might be helpful to get my initial thoughts in 

the first 200 days being in the CEO role here at Covanta. I think there's certain strengths, we have certain 

challenges, and there's certain opportunities. So let me take a few minutes to talk about these. 

 

In the area of strength, we have a world-class and strong operations organization. We have deep institutional 

knowledge. We understand both the market and also the various technologies that are used in the market. We 

have a great reputation as an energy-from-waste leader across the globe, and we have amazing client 

relationships. Now you have a chance to ask clients about that today, I guess, in person, but we've dealt with a lot 

of these clients over the years on many complicated issues and maintained a positive relationship with them. 

 

In the area of challenges, as I mentioned, there's limited greenfield opportunities in our core market here in the 

U.S. We also have a decentralized culture, and I think this has led to probably fewer new methodologies being 

brought into Covanta or spread through the various organizations in Covanta. 

 

The opportunities side, as I mentioned, I think there's increased regulation should be positive for us, Clean Power 

Plan, for example. The trend seems to be in our favor right now, but this is an area that can change quickly, I 

think, as people well know and we're keeping a pretty close eye on this area. 

 

Commodity exposure has been challenging over the past couple of years, but I believe there's more upside than 

downside right now on our portfolio. We've been thinking a lot about this exposure and we've got a lot of feedback 

from investors about this exposure. And how we can give you some comfort in this area. Brad's going to have some 

thoughts in this area that he'll share with you today, and I think you'll find those interesting. 

 

There's also a growing demand for energy-from-waste in a number of markets around the world. Given our 

reputation and our scale, we get called on to participate in these opportunities. So how do we leverage these 

strengths and opportunities, address these challenges that I mentioned and grow our business to create 

shareholder value? 

 

This slide helps to answer that question. Many of you have seen the slide before. It's our two platforms for value 

creation. We've included this slide because you're not going to see a dramatic strategic shift at Covanta. And I 

talked about this when I first came on board. We're going to create value consistently with our prior messages to 

you. We'll continue to run a strong operating business and we'll be focused on achieving our long-term growth 

objective. 
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So in the area of current business, operating performance, contract extensions, and productivity improvements 

are key. In terms of growth, we're going to execute on the projects in our pipeline. We're going to focus on organic 

growth in waste, energy, and metals businesses. All have good opportunities for organic growth. And we'll pursue 

strategic investments or partnerships through M&A and new projects in certain key markets. 

 

Today, you'll hear more about our growth approach and some of the things we're doing in the area of growth. I see 

growth as having a few key elements that I want to highlight right now. First size in and of itself is not the goal. 

We're focused on growing EBITDA, free cash flow and getting higher returns on the capital that we invest. Second, 

we have continued organic growth investment opportunities, areas like profile waste and metals recovery. Again, 

we'll talk about those in some detail. Third we'll be opportunistic and disciplined with our M&A activities. 

 

Fourth, we'll be efficient in approaching our business development including keeping a close eye on spending in 

the business development area. And then lastly, we'll improve our productivity and cost efficiency through proven 

methodologies like Lean Six Sigma. Now given my focus on productivity and some of the new ideas that I brought 

into Covanta in this area, I'd like to spend a few minutes on what exactly we're looking to do in this particular 

space. 

 

Our focus is eliminating operating and process waste and finding additional revenue opportunities. It doesn't 

mean we're not working towards these objectives already. A lot of times when you talk about Lean Six Sigma and 

it's the first time at a company when you're introducing it, there's a bit of pushback because people think they're 

doing the right things already. And this company, Covanta does a lot of things really well. 

 

This is really – Lean Six Sigma is really a recognized methodology in the industry and it's a set of tools that all 

operate around the value equation, which is designed to eliminate waste, which customers are not willing to pay 

for. As you likely know, Lean Six Sigma is used by many industrial companies today. These companies have put 

Lean Six Sigma to work in order to achieve cost efficiencies. We'll be implementing a very similar approach at 

Covanta. 

 

Lean Six Sigma tools and methodologies in my opinion apply particularly well to large plant operations. In effect, 

we're going to be applying something called stable operations, which is an industry term to plant operations. At 

the plant level, stable operations utilizes these Lean Six Sigma tools to analyze plant performance and understand 

their ability. Then, reduce this variation and raise the bar. Initial focus will be on large tip fee plants, that's where 

the greatest opportunity for value enhancement lies, and then we'll move onto other facilities. 

 

And realize too and I say this a lot at the company, it's not limited to plant operations. All phases of an 

organization have opportunity to eliminate waste and create value. Think about any business process, like for 

example the order to cash process which in this profiled waste and metals area has opportunities for additional 

value creation. 

 

Here's an example of the use of this methodology in a plant operating environment. So what you see here is a box 

plot. This shows the various quartiles of performance for a particular plant. You can see from the slide, the overall 

plant performance. You can see the median performance level and the degree of variability in performance, 

including at the top of the slide, some of the real outliers. These are performance levels that are far away from the 

median. 

 

By analyzing the data in detail and the related plant performance on a daily basis or even an hourly basis, when 

you get into that type of level of detail, we can determine what actions led to the various performance levels. Then 

we recreate the best actions and our goal is to get to the third quartile in performance. Now we've looked at this 
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and if we're able to get our facilities into that quartile, it would have a very positive impact on EBITDA as we move 

forward. 

 

Now we're just starting out the process. In fact, we were – we had some folks in the other day, we're hiring 

leadership around Lean Six Sigma and there's capabilities out there to tap into. As I mentioned, this is a 

methodology that's been used a lot in the industrial sector. 

 

We're focused on our organizational structure in this area, make is effective. And then we're examining our use of 

low-cost country sourcing in the procurement area, which kind of sits side by side with Lean Six Sigma. I think we 

have opportunities around low-cost country sourcing that we haven't take an advantage of yet. 

 

We're also beginning assessments on our largest facilities now. So, we're developing these box plots. For example, 

we just completed the assessment of one our largest facilities, the Haverhill facility in New England, and we've 

found a number of areas for further improvement. 

 

Best-in-class companies, just to give you an idea, target between 3% and 5% reduction in the cost stack each year. 

So, we're going to look at what makes sense for our business, and we'll provide information in this area to 

investors as we build out the capabilities. But even if you get one half of the value at the lower rung of this range, 

that would be a significant accomplishment and improvement from a Covanta standpoint. 

 

So, in summary, I believe energy-from-waste is an environmentally superior technology for dealing with waste 

disposal and producing base load renewable power. International growth of energy-from-waste shows a large 

addressable market for our services and our capabilities. Covanta is a proven leader in energy-from-waste and we 

have strong operating and strong service reputation. 

 

We see exciting organic growth opportunities leveraging our current assets in places like the U.S. Process 

improvement and cost efficiencies will add further from a cash flow generation standpoint and then lastly, a solid 

capital allocation policy will support growth and further enhance shareholder value. I think capital allocation is 

one of the most important things that I do. So, that's an area of real focus for me as I go forward. I think keeping 

an eye on how we spend our capital is particularly important. 

 

So, I want to thank you for allowing me to talk to you about my views. As we said, there'll be plenty of time at the 

end for questions and we'll answer all the questions that you folks have. I'd like to invite Mike de Castro up here 

now and Mike is our Executive Vice President of Supply Chain. He will provide you a little bit about his 

background. Mike's been with us for about four weeks, and I think you'll be impressed by how quickly he's getting 

up the curve. So, Michael. 
 ......................................................................................................................................................................................................................................................  

Michael Joseph de Castro 
Executive Vice President-Supply Chain 

Super. Thanks, Steve. Well, good morning, everybody. How is everybody doing today? 
 ......................................................................................................................................................................................................................................................  

Unverified Participant 

 
Great. 
 ......................................................................................................................................................................................................................................................  
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Michael Joseph de Castro 
Executive Vice President-Supply Chain 

Great. I'd like to start with a safety context. So, who knows, what to do if the fire alarms goes off? Right, so there's 

two exits, so, certainly, the exit many of you came in right over here, and the next one is over here. So, it's 

certainly, you hear alarm, make sure that you can – don't run, because chances are Steve Bossotti will run you 

over, but you certainly want to just move as quickly as you can. Secondly, is there anybody here who's qualified in 

first aid? Anybody? Okay. This platform up here doesn't have any handrail so there's a likelihood, I may fall off. 

So, just want you to be prepared for that. 

 

So, as Steve mentioned, I just finished week number four, but I'm not new to the industry. The first 21 years of my 

career, I spent in the energy-from-waste industry, initially with One Energy and then with American Ref-Fuel and 

I finished off as the Head of Operations, Engineering, Safety, Health and Environment when Ref-Fuel was 

acquired by Covanta in 2005. 

 

After 2005, spent some time in the solid waste collection, transfer and disposal business and then a little more 

than six years working for their products in the industrial gas business. I'm really excited though about being back 

in the waste synergy industry. Those of you that have followed it for a while know how challenging it is. So every 

day, there's something new that's happening. There's always something, whether it's on the business side or on the 

operation side. It's a very dynamic industry. 

 

The role that I'm in, I have the opportunity to work with our entry-level operators all the way up to the board of 

directors and to interface with people like yourselves. And Covanta is the best in the business, and so I really am 

glad to be part of the team and it's a privilege to work with Steve and the leadership team that we have and the 

people you're going to hear from later on today. 

 

I'm going to talk to you about operations excellence, and what it means for Covanta, what differentiates Covanta, 

and how we're positioned to excel going forward. These are the areas that I'm going to cover and go into detail in 

why we believe that we are the best in the business. 

 

Let's start on the left-hand side of the slide. There's certain foundational things that any industrial company has to 

focus on in order to be truly excellent in your field. We start with safety excellence, right. Think about it, any 

business doesn't matter what it is, but certainly an industrial business keeping your employees and your 

contractors, your visitors safe is the foremost priority. 

 

There's not facility you'll go to that's successful if they have a poor safety record. The management team will be 

focused on the cause and effect in understanding what cause those accidents and they won't be focused on driving 

performance of the facility. So it clearly is foundational. 

 

Next is environmental excellence, and in our industry, it's critically important. It's almost table stakes to stay in 

the industrial over a long period of time. World-class operations and maintenance, right. So, these plants, as I 

mentioned, are challenges to operate. It's really important and you can see that across the industry, how effective 

operators are, it's really largely driven to what type of program events they have and how will they execute those 

programs. 

 

All of those things tied together to provide total stakeholder value, right, and ultimately shareholder value, right. 

So, being effective in all of those areas are what's going to drive results and performance. And so from a Covanta 

perspective, our goal, we want to be the safest, most environmentally sound, and best operator in the business. 
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On the right-hand side of the slide, I want to just share with you a little bit about the complexity of the waste 

energy business. So if you think about waste as a fuel, any of you that have followed other industries, whether it's 

utility industry or just even small power generation, waste as a fuel has a lower BTU value. It's changing all the 

time, hour to hour, day to day. 

 

So if you're burning natural gas, you got a combined cycle unit. You got fuel oil. Coal-fired waste in and of itself is 

the hardest fuel to manage, everything from handling it to how it operates in a boiler. To add more challenges to 

that, if you think about Covanta, we have more than 110 different boilers that we operate. We have more than 10 

different combustion technologies. 

 

So many of our competitors – our single biggest competitor in the U.S. has one or two. We've got more than 10. 

And so you think about that and just the complexity of the fuel, the complexity of the combustion process, and 

then we have more than 20 different types of air pollution control equipment. And certainly the balance of plants 

in all of our plants is different. 

 

So there's a fair degree of complexity in what it takes just to run our plants each and every day. So it really takes a 

team of dedicated experts. There's three things that you'll hear me talk about that really drive flawless execution: 

it's people, it's tools, and it's programs. So we'll talk about that in a little more detail. 

 

Safety, as I mentioned, it is, has to be for any industrial or operating organization, our highest priority. If you look 

on the right hand side of the slide, many of you that follow the solid waste industry as a whole, what we have is the 

statistics for 2014 from the Bureau of Labor Statistics, you can see that solid waste business can be a hazardous 

business. 

 

If you look on the collection side, the incident rate is over 6, landfills is over 5. EfW, the industry, is better than 

each of those industries at close to 2 and then Covanta excels within the industry and have for a number of years. 

What you see on the bottom right, the green trend is how the EfW industry has performed over time and the blue 

line is Covanta. 

 

There is no silver bullet when it comes to safety. It literally is each and every day, focusing on every task. We've 

seen it in facilities where you'll have a change in management, and the safety performance will change. So literally, 

how do you set up to do that? What you see on the left-hand side of the slide are some of the programs that 

Covanta has to help drive that. So to give that tool set or that tool kit to our leaderships teams to help drive 

improved safety performance. So you see the trends clearly, we're recognized in the industry, but what's even 

more important is we're recognized across all industries. So we are part of OSHA's VPP Star program. We have 39 

facilities and that's an audit process that OSHA takes you through – they come to your site for, in most cases, for a 

week-long review. They'll meet with employees. They'll audit all of your programs, but you don't even get into the 

program if you don't have industry-leading safety performance. So we're literally in the top tier of all industries 

across the U.S. 

 

Next is environmental performance. As I mentioned to you, it's table stakes. It's our license to operate. As you can 

see from this trend, the green bars show what our performance has been against our regulatory limits. So about 

70%.below our regulatory limits, so that's very important. Why is it important? As I mentioned before, our fuel is 

always changing, the conditions of our plants are always changing, and there's always somebody differently – 

different on the control room operator actually operating the plant. So, designing systems and having programs 

where you operate significantly below your regulatory limits ensures that you're always going to be in compliance. 

 

It's important to our customers that you can see Mayor Euille on the bottom is the Mayor for the City of 

Alexandria, quote from him those of you hear from our other stakeholders, it's very important to them and their 
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constituents to understand that we are an environmental leader. This industry is highly regulated and there's a lot 

of focus on it and so, we really focus on being the best in the business. And last year, we were cited by the U.S. 

EPA, we received their Clean Air Technology Award for our Montgomery County, Maryland facility because we 

reduced our NOx emissions by more than 50%. And then, in the – excuse me for a second – in the middle of the 

slide, you see the comment about five years without a failed stack test. Does anybody have a sense of whether 

that's a significant accomplishment or not? So think about it. Prior slide, you saw we have over 110 different 

boilers. Those boilers get tested virtually every year, and most of those boilers are tested for seven different 

parameters or eight different parameters, SO2, HCl, particulate, a test typically will run anywhere from four 

hours, it's now four hours to run a test and you run three tests per boiler, that's essentially what's considered a 

stack test. 

 

So if you think about it, in that five-year period, we performed more than 10,000 stack tests, more than 10,000 

stack tests and not a single failure. So, quite an accomplishment, something that we're very proud of. As you'll 

hear later on today, we have multiple revenue sources that come through our business, the two sources that we 

focus on more than any on the operation side is on waste processed and on energy produced. So those are 

critically important to our overall business profitability. 

 

On the left-hand side, you can see how we have continued to focus on improving our performance year-after-year. 

We've had some plants that we've exited over the time, but even with that, we've – you see a steady increase in 

how we performed. On the energy side, you'll see a similar trend, but whether it's producing electricity or the six 

plants where we sell steam, we continue to improve and last year, we had more than 10 million megawatts that we 

produced. We use about 15% in-house. So there's two things we focus on which is really around effectiveness and 

efficiency. So efficiency, how many tons are you processing per hour; megawatts, how many megawatts you're 

generating per ton; and then, how do we maximize performance, right? So how do we, your number of tons per 

online boiler day, key things like that. And then you'll see about what's our cost per ton to process? So from an 

operations perspective, that's something that's – it's critically important. So how effectively and how efficiently are 

we processing those tons? 

 

The best measure of reliability in these plants is availability. So how were you able to run your facilities and keep 

them on stream? What you see on the left-hand side of the slide is our availability over time, and literally if you go 

back further than this, we continue to run over 90% on stream. As I mentioned before, the complexity of our units, 

the fuel that we're burning, the challenges that we – and how hard we run our units, that's world-class 

performance. 

 

You'll see on the right-hand side, point out that we went from 63 units to over 113 boilers in the period – in the 

last 10 years, and we've increased the number of combustion technologies. Again, it's the complexity that drives 

the challenge. 

 

And one of the things that we recently have undertaken is an upgrade to our predictive and preventative 

maintenance program, so you'll hear me touch on that. What differentiates Covanta from others in the industry, 

and what really drives your long-term lifecycle costs, is how effective your predictive and preventative 

maintenance programs are. 

 

Continuing on availability. So we look at, it's great to be on stream, we also look at what are the things that take us 

down? So what are the causes of downtime? So for last year, we were on stream at 92.3%. The downtime was, it's 

two categories: scheduled downtime, so that's when you plan to go down to focus on major maintenance repairs. 

The plants require ongoing maintenance, there is no question about that, but doing that effectively is very 

important. So how do you shorten that timeframe, and get as much work done as you can? What are the things 

that cause unscheduled downtime? So share with you a couple of the areas that drive the most downtime, 
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certainly boilers, right, so pressure parts. You talk about the fuel, you talk about corrosion, you occasionally will 

have boiler tube leaks. And that is – accounts for over 60% of our downtime. What do we do? We focus, we have a 

number of programs that I can explain to you that we can focus on. But we do put our money where our mouth is. 

We put more than 40% of every maintenance dollar that we spend whether it's maintenance expense or capital is 

focused on our boiler pressure parts. 

 

From an energy perspective, turbine-generator reliability is critical. So any power company will talk to you about 

their on stream performance. Covanta ran into some problems in 2012 and 2013, so many of you were aware of 

that, you can see that on the trend on the right-hand side. What have we done? So we put in a rigorous program. 

We go through and perform inspections, we've done a risk analysis to understand which units are the most 

susceptible to the failures that were an issue – overspeed failures and/or stress corrosion cracking. We've 

completed more than 75% of all units of the 55-plus turbine-generator sets that we have operating, but we've gone, 

as you would expect after the highest risk – excuse me, highest risk, the ones that have the biggest financial 

impact. And it is one of our other large maintenance areas where we spend, about 5% of the every maintenance 

dollar on turbine-generator maintenance. 

 

Something that I'm sure is important to each and every one of you is lifecycle cost analysis, right? What happens 

to these facilities over time, and what we do to ensure that we have that under control? I mentioned to you before 

the importance of predictive and preventative maintenance programs. The categories you see on the slide, so the 

areas, whether it's cranes, electrical controls and infrastructure, rotating equipment, we have programs for all of 

those areas. I mean – and fundamentally, we expect our plants to operate for more than 50 years, not unlike your 

home, you have to go in and make upgrades to components within your home. We do the same within our plants. 

And so, you'll find that many of the systems are designed for a 25-year useful life going through and having a 

robust process and how you do those life extension exercises is very important, and Covanta is very effective at 

that. So, it's something that you'll see and hear more about as we move forward. 

 

Hopefully many of you have seen this before, this is our maintenance spending for this year, what our 

expectations are. So, we're – essentially, we're saying that we're on track and hopefully, we'll be at the lower end of 

our range for the remainder of the year. Here we are in August, the good news is, we're through our largest major 

maintenance period, so we've completed more than 70% of our scheduled maintenance turnaround that I touched 

on on the earlier slide. We do have some coming up in the October and November timeframe, but we believe 

there's a far less risk in the second half of the year than it was in the first half. And at the bottom of the slide, you 

see the $325 million to $345 million range. We expect that to be our guidance going forward. And then, when you 

think about the long-term lifecycle cost of our facilities, we expect that number to be – to grow with inflation that 

it will cover those life extension programs that I mentioned before. So, we do not see a step change in our costs. 

 

Okay. I'd like to update you on a few of our EfW projects. Before we get into Dublin, certainly you heard on the 

last earnings calls about what is happening in our facility up in Durham York, Canada. We're in the middle of a 

major outage. We're going in and making the necessary repairs to our boilers and air cool condensers, that outage 

should be finishing up next week. So, there had been no discovery and no surprises during that outage, so we feel 

very good about the plan we put in place. So coming out of that outage, we think we're going to be well-positioned 

to be able to begin acceptance testing later on this year. And that, as we mentioned on the last earnings call, we 

will be commercially operational in Q1 of 2016. So everything associated with Durham York and this important 

outage that we're going through is going well. 

 

Okay. I want to talk to you about something that's exciting, it's our Dublin project, so we started construction last 

September. It's going to be a very large project. You see 600,000 metric tons per year waste processing. You 

convert that to U.S. tons, it's about 2 units at about 924 tons per day. We've – we're going to show you a video in a 

little minute that shows you about the construction completion, but we're about 22% complete with that. At the 



Covanta Holding Corp. (CVA) 
Analyst Day 

Corrected Transcript 
12-Aug-2015 

 

 
1-877-FACTSET   www.callstreet.com 

 13 
Copyright © 2001-2015 FactSet CallStreet, LLC 

 

end of June, we were at 250,000 man-hours. And that you can see on the right-hand side of the slide some of the 

key milestone dates. 

 

How is Dublin different from Durham-York? The single biggest difference is how we structured the construction, 

we're going to be using an EPC firm, Hitachi Zosen, and they have constructed the most waste energy plants 

globally of any company. So, they have the capabilities, they've done work in the region, there are some unique 

issues in Ireland, but doing an excellent job and very excited about partnering with them. 

 

Here's an aerial view of the site, so the area that you see in A is actually where the facility is located, it's about 13.5-

acre site. One of the things that's unique about the Dublin project is we use once-through seawater cooling. The 

intake and outflow will be in the area of B that you see at the bottom of the slide. And then the other section C, D, 

and E, those are temporary laydown areas that we're using for site construction. So with a small footprint, it's 

important that we have the space to be able to bring in equipment, structural steel, and other materials of 

construction. 

 

Okay. So what you're going to see next is the progress that's been made on the construction. Again, we started last 

fall, last September, and where we are through the end of June. 

 

[Video Presentation] (43:44-45:24) 

 

[audio gap] (45:24-45:33) more than 4,000 piles, as I said, over 300,000 man-hours. From a safety standpoint, 

we've had no Lost Time Accidents. We've had only five first-aids, no recordables during that time as well. So again, 

excellent performance. You can hear more from Matthew about the contract and the business aspects of the 

Dublin project when he has an opportunity to talk to you in a moment. 

 

The next project, and the last project I would talk to you about is our Pinellas County facility. So in December of 

last year, we were successful in signing a 10-year service agreement with the county, with the opportunity for two 

five-year extensions. So, those of you that have followed the industry for a while certainly have heard of the 

Pinellas facility. It's been operational since the 1980s. We are the first – fourth, excuse me, fourth operator to 

come in. 

 

And when I mentioned to you before about the importance of predictive and preventative maintenance programs, 

this is an exact – this is a consequence if those aren't effectively managed. So, the county is going through a 

process where they're going to be investing upwards of $150 million to do life extension and refurbishment work 

at that facility. We're going to be managing that construction for them over the first two years to three years of 

operations, and these are the areas. 

 

So, similar to the areas that I showed you on the earlier slide, that's where the investments are going to take place. 

The county wanted Covanta, right? They had their opportunity to go in many different directions. There were 

other people that were interested as always, but they clearly saw the value in partnering with us and we're very 

excited about the opportunity. So it's a big facility, 3,000 tons a day, in a market that we know very, very well. So, 

we're – look, we're fortunate to be successful with that award. 

 

You heard Steve mention continuous improvement before. It ties into the things that I mentioned to you in the 

past. What is it that differentiates Covanta, what makes us unique? It's the people that we have, it's the tools, it's 

the programs. All of that's going to help drive us to world-class operation. So, excellent safety performance, 

environmental performance, and operating performance, the things that we do to make sure that we have the 

most reliable equipment operating in the world. We have a very, very strong focus on plant performance across 

the board. 
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I do think that we have some opportunities, won't go into a lot of details, but you can see there are areas that we'll 

be focusing on in the future, and really, we'll make a difference going forward. So, making sure that we have the 

right people in the right roles, give them tools to be successful, and then make sure that we have programs that we 

can replicate and optimize across the network. 

 

So, my team message for you today is this. We have a very talented, dedicated, and hardworking team. We're 

uniquely qualified to execute the strategies you're going to hear about from these other presenters, what's going to 

make us successful going forward. And frankly, we're the best in the world at what we do. So, I'm really excited to 

be a part of this team. Thanks a lot. 

 

With that, I'd like to turn it over to Derek Veenhof, who's going to talk to you about the state of waste. So thanks 

again. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. 

So, thank you, Michael. Great to have you back after a 10-year tour of duty somewhere else. Derek Veenhof, 

Executive Vice President, reporting to Steve Jones, Sustainable Solutions. I'm going to start today with perhaps a 

confession, and it's not a religious confession and no, I'm not running in the Republican run-off. And no, I did not 

do anything wrong that I'm aware of. 

 

This winter, I was driving to work, and I think it was one of those dreary New Jersey, New York days and I was 

contemplating like, why am I not at Miami-Dade or H-Power or even better yet, on the beach at Turks and Caicos 

or somewhere like that. And I was contemplating this 20 years that I've – almost 20 years that I've spent in the 

energy-from-waste business with Covanta. And I was contemplating like, this is really odd for you to be here, 

Derek. 

 

I grew up in agriculture. As a kid growing up in agriculture, I loved it, always dreamt that I would stay in 

agriculture. I love to farm and I went off to college, university, and I actually studied agriculture. Not only did I 

study agriculture as a undergrad student, but I went on and did a grad degree. And quite frankly, I have published 

papers in agriculture. So this is really odd, as I'm driving in, thinking about this work that I do in energy-from-

waste. 

 

And then like the movie Despicable Me, for those of you with children, you'll know what I mean, Light Bulb. I said, 

I am nothing but an urban agriculturalist. So let me explain. So trash is the daily crop that we must harvest. 

Power, renewable energy is the product that we transform. And my job is all about yield and yield management. 

So the circle became complete, and I felt much more satisfied as I was driving in to work and I said, I'm really in 

the right spot. So I'm really excited to talk you about Covanta. It's been an exciting career for me – very rewarding, 

and there's lots more road to go. 

 

So, Sustainable Solutions, that's really an odd departmental name, Derek. Probably the appropriate thing would 

have been like business management and sales. I – a second confession is, I did submit to Jill an alternative name, 

was Derek's Hockey team, was solely rejected as not appropriate. The term sustainable solutions, really has a 

backdrop around a couple of areas. So the word sustainable has a pretty broad meaning, right? It carries with it a 

message. And really, what we wanted to do was, have a department that carries with it message. This is an 

external [audio gap] (52:06-52:10) facing group that I'm talking about today, so a lot of client-customer 

interaction. And sustainable really connotates a couple of different things: it's environmental sustainability; it's 

fiscal sustainability – very important for Brad, who's going to be talking later today; also social. A lot of our 
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clients, the majority of our clients are municipalities, and we're right in the hub of those municipalities. We have 

an obligation to our partners. 

 

So the underlying message around sustainable, I wanted the troops to be going out every day, really thinking 

about what our mission is. The solutions part of it really comes from some interaction with the customer base over 

a couple of years ago. And our customers recognize that we are a phenomenal organization when it comes to 

energy-from-waste. We do a great job of combusting trash. What they said was, that's great, but we want more 

from you. Why? Because we like you, we think you're really good, but you need to help us move beyond and above 

just combusting waste. 

 

So moving up the waste hierarchy, as Mr. Jones pointed out to everybody, as the definitive goal for a lot of 

organizations, so the solutions part of the name really implied, hey, we've got more opportunity than just energy-

from-waste. Certainly, energy-from-waste is a core that's never going to leave us, but it's also about moving 

forward. 

 

So we're structured, we have – I have five regional general managers who manage the energy-from-waste business 

day-to-day. I have a municipal services team that is responsible for moving fuel from our transfer station assets 

and from New York City into our Covanta energy-from-waste assets, very logistics-heavy part of the business. And 

then the environmental solutions team, which is really our profiled waste team, and in fact, I have Paul Stauder 

here today who's going to be leading our client panel. Paul runs this part of our – of the business for us. And as 

Steve pointed out, and as I'm going to point out later in my presentation here, this is an exciting growth area for 

the company. 

 

So Steve already showed this as well, this is our footprint. A lot of you who cover the waste business often hear the 

words collection, density, road density. My point here is, we have disposal density in one of the – in some of the 

best markets in North America. What a phenomenal backdrop for a business to grow from. 

 

So 60% of Covanta's revenue comes from service agreements and waste contracts, so over $1 billion of our 

revenue comes from these sources. And I just want to – I want to run through this pie chart a little bit. This pie 

chart has a great opportunity to grow in each part of the segments, but I want to start with, and hopefully nobody 

is color blind here. I'm going to start with the green block, the $412 million of revenue that we receive from service 

agreements. This, to me, and to the rest of the company, is what the company has been based on. This is where the 

company comes from. Long-term municipal partnerships where we operate plants for people and forms the real 

glue within the organization. And we've – you just saw a slide on Pinellas, that was a recent addition into the 

service agreement family, but we have opportunities to grow that piece of the pie. 

 

On the tip fee portion, the $538 million of revenue, that's been a growing part of the business, and growing 

because of several reasons. One, we've done a lot of mergers and acquisitions over the last few years, where we've 

taken on more merchant capacity. That puts us in the market, gives us an opportunity to grow our tip fee base. 

Second, we've had service agreements roll off where clients didn't want to take the same position in terms of 

management of the gate, or the same amount of volume into the facilities. So that presented another opportunity 

for us to grow. And then finally, the last block is environmental solutions piece, the profiled waste fees, which is 

exactly what it sounds like, a profiled waste. Just to be clear, as I go through this presentation, everybody's got a 

drivers license I assume and I really, that's your profile. While we do the same thing on the profiled waste part of 

the business, every waste stream that's identified in this particular area has a profile. It's got a license. We 

understand it. We know what it does and we know where to put it. So this part of the business has been a fantastic 

growth story for us and probably something that we really didn't talk much about five years ago, seven years ago. 
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But if you look five years ago, it was approximately a $40 million revenue business. So we've doubled it in the last 

five years. And if you go back 10 years, it was a $20 million business, so we've doubled its two times. So, pretty 

good success rate there, and we think we can keep going. 

 

So customers, customer mix. Quite simply, two-thirds of our waste volumes come from municipal sources and 

what a fantastic piece of business to be based on. It's a predictable customer, reliable customer. We operate these 

plants in these urban environments. So naturally, you'd think the municipalities would be good customers of 

Covanta, and in fact, that's true. 

 

The other third comes from commercial sources and it's a really healthy balance to have the municipalities and the 

commercial folks as our customer base. You have different types of contracts, different terms, and the commercial 

folks really keep you grounded and keep you close to the market and the market pulse. So, a really good mix. The 

other comment that I'd like to make here is, 83% of the company is contracted on the waste side, and that's a 

phenomenal number, and I'm going to speak a little bit more about that in the next coming slides. 

 

So, we generally classify, as you can appreciate, the two different types of waste agreements we have. Client-owned 

facilities which are presented here are really, as I said before, kind of bread and butter for the company, long-term 

agreements. Most of them have actually been through an initial term and we've been able to renew them at a 

success rate of greater than 90%. So, a phenomenal track record. 

 

So, the one thing I want to point to you on the slide, or actually, there's two things I want to point out to you is, 

each one of these plants is a single customer. So when we talk about these service agreements, that's a single 

customer. The plant is a single customer point of contact. And that's different than the tip fee plants, which I'm 

going to talk to you about in a minute. 

 

The second thing I want to point out to you here is that we have a nice temporal spread around when these 

agreements come off. That hasn't always been the case. As we look forward, we have a nice spread of when these 

come off. It's very reasonable to manage on a go-forward basis. We actually have, as Steve already pointed out, we 

have two clients in the audience today who are actually going to be on the customer panel with Paul, and they can 

share a lot of insights on the service fee arrangements. 

 

And I want to point out to Jim Warner who actually is the leader for Harrisburg and Lancaster that – Jim, later 

today, we really got to start on the discussion around extension. 
 ......................................................................................................................................................................................................................................................  

James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority 

[inaudible] (59:45) 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. 

Yes, constantly in negotiation, I think Jim would say. On the tip fee plants, within each one of these bars 

essentially are between 20 customers and 80 customers per plant. So, you have a weighted average contract term 

up here, really represented for the most part by 20 clients to 80 clients within that structure. So, obviously these 

are in-the-market plants. You would expect that versus the service agreement plants, your contracts' returns 

would be a little bit less. That in fact is true. And when you go down, again, we have a nice spread of when these 

agreements expire. And in fact, as you move down to the lower quadrant at the bottom of the graph, we have some 

plants that really are – I'm actually excited about the fact that they don't have much term left on some of these 
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agreements because we think they are in markets that are going to have positive tip fee pressure and represents a 

real opportunity to gain some revenue. 

 

So, gain some revenues, right? Transitions represent opportunity on a go-forward basis. So many of you that have 

followed the company over the last five years have commented – or we've commented about contractual 

headwinds when it comes to our service agreements and waste agreements. These have been long-term 

agreements, some of them very good, someone of them well above market in today's world. So there was a lot of 

mark-to-market going on over the last five years as we pushed through the expiry dates on these agreements, but 

as you can see – the one thing I want point out to you is that we actually renewed or contracted for, in the last five 

years, about 10 million tons of solid waste under these different forms of agreements. So virtually half the 

company profile, we've re-contracted for in the last five years. 

 

So one thing I want you to take away is we're pretty good at that, and we can keep doing that. So we're 83% 

contracted today, and we really don't have that much of a decline over the next five years. Roughly, you get down 

to about 70% in 2019, maybe slightly less. So from our vantage point of where we used to be, which was we have 

headwinds, we've got to deal with it, we've got to manage our risk, today we're in a position where we can say, 

wow, we're in a phenomenal approach. Let's really be choosy about how we use this available capacity on a go-

forward basis. It's a much different position to be in, and trust me, my drive in to work is a lot different than it was 

over the last five years. It gives me time to think about things like beaches. 

 

So one of the great contracts that we've managed to secure in the last five years was the New York City Marine 

Transfer Station contract. This is a 20-year contract with New York City for transportation and disposal services 

for two marine transfer stations in New York. Approximately 800,000 tons a year of volume at the base run rate, 

one is based in Queens, the Northshore marine transfer station, it's located very close to LaGuardia. I'm sure 

many of you have flown in, in and out of LaGuardia. You can look out the window, you can pick it up. Hopefully, 

next time you're looking you'll see the Covanta barge and the Covanta blue containers on the barge. That'd be 

great. But our job there is to really take the full containers at marine transfer stations and move them to end 

disposal sites. So, very logistics-heavy, and the simple flowchart says it starts at the marine transfer station, we 

move it by barge to an intermodal hub, that's on Staten Island, and then we disperse to two Covanta energy-from-

waste plants in Covanta Chester, Delaware Valley and Covanta Niagara in Western New York. 

 

So, how is it going there? What do you have to say after a few months of operation? We essentially started in 

March of 2015. From my side of the house, from Covanta's side of the house, this has been a phenomenal startup 

for us. Everything is working to plan. We're – right now, we're doing one barge a day, so we're not at full volume 

rate. So, I want to clarify that. We are at full service agreement rate, but we're not yet at full volume rate. So one 

barge a day, that's primarily ending up at Covanta Delaware Valley. 

 

We are finishing the railhead up at Niagara Falls in New York. It's a very impressive rail yard. In the next two 

weeks, that's going to be completed. And the first trainloads are expected to arrive at Niagara at the beginning of 

September. And we expect Northshore transfer station volumes to ramp to full volume by this – later this fall. In 

fact, we met with the city last week to discuss that. We also met to discuss East 91st Street. I'm happy to tell you 

that East 91st Street continues to be on track from a construction standpoint for completion at the end of 2017, 

and we expect to be in ramp up in 2018. 

 

So, full-fledged run rate for this contract is likely to occur, and to be safe, you probably want to look at 2019. I 

think, it can be earlier, but who knows, this is a little bit of New York City, and sometimes things don't quite 

happen in the timeframe that – from our side of the house that we think that they're going to happen in. 
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So just for fun and to keep up with Michael and his video, I actually also have a video. And I'm going to have to ad 

lib as we go through. We've built a 12-minute video, and unfortunately, they wouldn't allow me to run that for the 

full length of time. They thought that was a little bit much. I was just looking at how not to speak, but we cut it 

down to about 90 seconds and runs through this. I think you'll really appreciate it and gain something from it. 

 

[Video Presentation] (1:05:45-1:07:11) 

 

[audio gap] (1:07:11-1:07:16) New York City, the real goal around this program, and they have a couple, but one of 

the fundamental drivers for this was they wanted trucks off the road. It's a very unique circumstance, they wanted 

to engage and use the waterway. They have a long history of using the waterway around New York City, they 

wanted to get back to that. And quite frankly, in the first few months of operation, I'm kind of liking it. It's a great 

way to move trash, and from the plant's standpoint, also well-received. This is a very efficient way to manage the 

waste that the plant within sealed containers, airtight, watertight, and the communities actually are – once they 

see it, and this is one reason why we built the video, was to give everybody an opportunity to see it, feel it up close, 

the communities are actually very accepting of it now. 

 

So, it's a great program and a great contract, and hopefully 25 years or 30 years from now, as I'm been driving 

around New York City, we'll still these Covanta containers and I can look back on it very fondly. So we managed 

that and made it happen. 

 

So I'm going to talk a little bit about drivers affecting tip fee. So, obviously being so well-contracted and giving all 

that stable revenue, a lot of our contracts are tied to CPI. And that's great when you have higher CPI inflationary 

environments, great for us as it moves the tip fee higher. Over the last few years, it would have been a low inflation 

environment, so that kind of works against us and kind of stalls us out on some of our contracts. But we still have 

the stable reliable revenue coming from these customers that are in that mix. And we're protected long-term if the 

price needs to move. 

 

So dynamic pricing, seasonality of waste. Dynamic pricing, so we talk about spot waste, and we really don't have 

that much exposure to spot waste anymore. It's much different than the one when I first started in the business. I 

started at Niagara and I moved to a couple of other big merchant plants and was constantly in the spot waste 

business. I'm like, I got to get out of this, this is going to drive me crazy. Dynamic pricing sounds good, but at the 

time, it was driving me nuts. 

 

So, we've really don't have that much exposure, we now have infrastructure, we've purchased several transfer 

stations, and we're actually operating a number of transfer stations for our municipal friends, and we really have a 

lot more control on what happens in terms of dynamic pricing. So, it's a lot different than it used to be and I think 

on a go-forward basis, we're in really good shape there. But if you think about it, it's kind of like a hotel, and rooms 

in a hotel, so most of the time, the rooms are taken, right? They're taken by 83% of our contracted customer base. 

And the other 17%, it's kind of dynamic. We need to fill it obviously, because we want to make the – we want to 

make steam and we want to make the electron and we'll fill it. We've shown that we can fill that hotel room on a 

day-to-day basis, but it gives us an optionality around what we want to charge and what we need to charge to 

make sure that that's full. So, that kind of moves around depending on seasons, and again, I want to emphasize 

probably not the same shape of spot needs that it was five years ago in the business. 

 

So, transportation and landfill pricing, and I'm pretty – I'm fairly bullish. I was going to say pretty but that was 

probably going over the line. I'm fairly bullish on this section on both points, and let me talk about each one of 

those. 
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So, transportation, on my morning commutes into work in New Jersey, I found as I'm listening to the classic New 

York City rock station that they're advertising for truck drivers. I mean, I've never heard that. I've listened to the 

same station for years on my commute. And over the last year, I – these advertisements start popping up for 

drivers in the transportation industry. So the industry is really moving, though. Economy's moving well, there's a 

lot of opportunity for folks to go get jobs, and certainly, the transportation sector is one area that they're looking 

for people to come on and have product moved around. 

 

So in the face of that and increased regulations, increased tolls, the cost structure around transportation, we feel, 

and I feel, is moving forward. Yes, fuel pricing on a diesel basis has come down, but I don't think the comparative 

savings are going to be there anymore on a go forward basis, I think this is going up. And I think that benefits us. 

We're close to where the waste is generated, we can decrease them out of transportation needs that folks have, and 

yes I have – we have our own transportation needs today, but we can manage those. We know what we're dealing 

with there. We have the opportunity to control that. 

 

Landfill pricing, we don't control obviously, but there are markets where we've had recently some landfills closed, 

New England specifically, and we have on a go-forward basis in that marketplace, a number of landfills that are 

expected to close over the next three years to four years. And if you go back to my conversation around tip fee 

plants and average length of contract, you'll note that some of the plants [audio gap] (1:12:44-1:12:49) that have a 

shorter term on are up in those markets, so real opportunity for us to engage and maybe to improve our position 

on disposal pricing. So I think, generally speaking very positive, go forward. 

 

And profiled waste, you don't have to be a rocket scientist to really understand this. The pricing in the profiled 

waste sector is pretty good. It's basically double or more of our average tip fee, particularly on the solid waste part 

of this business. So it's – we have the ability to kind of do the same amount of work at the plant. There's a lot of 

upfront work and a lot more work on the sales side, so we have a little bit more SG&A. But at the end of the day, 

you have a real opportunity to improve net margins across the fleet, and I'm going to talk more about that as – in 

the next bunch of slides. 

 

So before I really get into this – this slide here, I'd like to talk a little bit about environmental solutions, and why 

this is so important for us on a go-forward basis. First of all, industry and manufacturing are coming back into the 

U.S. – coming back into North America, quite frankly. So what a great opportunity to participate in a part of the 

economy that we think and a lot of other analysts out there on the street think is very positive for the country. 

When you make stuff, you ultimately, unless you've really successfully engineered your way through it, you're 

going to have some waste, and that's a great opportunity for us to participate. 

 

Not only that, but the reshoring of these production and manufacturing jobs brings with it a little bit of a global 

mindset. So, you saw an earlier slide that talked about energy from waste across the world as that being a 

preferred mode of disposal. Well certainly, we can tell you from talking to a lot of these customers, and potential 

customers that they're thinking about this. They're thinking about zero landfill and they're thinking of ways that 

they can have this preferred mode of energy-from-waste help them move forward and meet their sustainability 

goals. So, that's a good thing. Of course, I talked about the price, the price benefits of being in this business. 

 

And then the third thing is, we really operate in a production environment. It's a little bit different than the rest of 

the waste companies; we're in a production environment. So, these customers really talk our language. And so, 

what a great way to have a connection. They understand safety, industrial procedures, environmental regulations, 

all the things that we deal with day-to-day, they are also dealing with. So we have a fairly close connection to that 

form of client. And it's a lot different than our municipal base, in a sense that it's a quicker transaction. So, our 

municipal base is longer-term, you have bid cycles. This is a component of our business that is more like, hey, how 

do you help us? And if you can, let's do a deal right now. So, that's instant gratification to a client. So, that's also a 
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great thing. So at the end of 2014, we did about 850,000 tonnes of profiled waste into our facilities. And this is a 

kind of a box map of our total capacity that's available to us, between the client plants and our own tip fee plants. 

 

Again, I already talked about the doubling of the business over the last five years and the previous five years for 

that. So, what does it look like? Let's do some really simple math. What does it look like if we displaced another 2 

million tons of low-value waste in the Covanta infrastructure, and what's the net benefit? Well, if you just took, 

hey, I've got a $50 price improvement against what I was taking before times 2 million – I don't need Brad to help 

me, although Brad, you can always choose to do so, that's $100 million that drops right to the bottom line. I think 

that's a pretty conservative estimate when we look at what this business is all about. So not only can we get that 

disposal benefit, but there are ancillary services that go along with that, that we can build the business around and 

really grow Covanta in ways that we really weren't thinking of. Before, we just thought of disposal. So what do I 

mean by that? 

 

Well, first of all, I'd like to remind you folks that it is – part of this is really about moving up the waste hierarchy. 

This is an area, this industrial manufacturing space that wants attention, they want solutions, municipalities want 

solutions, but less traditional [indiscernible] (1:17:31), hauling contracts, that sort of thing, this is a different place 

to play that we can really capture value and we can really move up into the reduce, reuse, recycle spaces. And we 

think, with margins in those, that are pretty good – they're pretty good. So we're meeting a customer demand, 

costumer asked us for this, they want us to do this, so we're going to go try to meet that demand. Fundamental 

principle in business: do what the customer asks. 

 

So growing profiled waste. Here's a slide of two of the facilities that we've required in the last few months: the 

advanced waste services site in Pennsylvania, and the other one's in Milwaukee. But really, what these sites are, 

treatment, storage, disposal facilities. They house a lot of stuff, obviously, logistics is one. But really, what I want 

you to think about when you're looking at this business, it's much like on the municipal solid waste side where we 

have transfer stations that control the feedstock into our plants. This gives us a way to do some initial pre-

treatment, they might have wastewater treatment onsite, as these actually, the two acquisitions that we did 

actually do have wastewater treatment capabilities. They have the ability to categorize the waste when it comes 

onsite. They actually have the ability to store the material. So, if you're taking one bin at a time, and you're 100 

miles away from a Covanta facility, this gives you an ability to consolidate loads and gain efficiency, and you can 

move this high-value material into the plants. 

 

So, a full suite of service offerings, and my simple point here on this slide is really three things. It's about 

internalization, we want to drive internalization in this business, that's very healthy for our energy-from-waste 

business. The second thing is the expansion of services. So, it might not necessarily end up in our energy-from -

waste plant, but it's the expansion of services and along with that, comes additional revenue and additional 

margins. And then, we want – we got the waste hierarchy – again, do what the customers are asking us to do. It 

gives us an opportunity to look back and say, that's what we're doing. So, it really completes the circle and you can 

get a feel for some of the things that occur at these sites and what we're really talking about. 

 

Focused on non-hazardous. So, these were the locations that we purchased over the last several seven months, 

expanding the business around our existing footprint, the bolt-on, we can reach our plants from these locations, 

and there is a lot more opportunity, there's more locations that are out there that we're tracking and we want to 

bring into this mix. Hub-and-spoke opportunity. Again, fairly simple, look at the preference around the industries 

that we're focused on – automotive, consumer goods, pharma. People are really focused on on where their product 

goes, and I'm sure many of you have also heard some of those commercials from some of the auto manufacturers 

when they talk about their car that's built in a zero landfill environment, that's always one of my favorites. You 

could guess how they got to that zero landfill environment. I think, it's because of us. 
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So, great growth opportunity. We think very near-term, a $250 million to $300 million revenue opportunity for 

the company, with margins that really complement our base business, and it has a lot of synergy with our base 

business. And, this is again, building out a network that provides a place for folks who wants thermal destruction 

and other forms of treatment to happen. Highly complementary to our base business, highly complementary to 

the word sustainable solutions, so I'm fully in line, and I think with that, I'd like to thank you for the time. 

 

And I think, I'd like to introduce Paul Stauder, and he will take over on the client panel discussion. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. 

I told you I'd gear up. Okay. Good morning, everyone. I'm Paul Stauder, Senior Vice President of Covanta. I've 

been with Covanta for 18 years. I've worked in many different parts of the company from the business side to the 

operation, even in finance for a few years, and for a large part of the last 8 years or so, I oversaw the clients and 

the contracts in the asset management for the North American business. But as Derek had mentioned, I now am 

overseeing the growth of Covanta Environmental Solutions, and I'm very excited about it. 

 

However, today I am the moderator for the panel. And with us today, we have two of our about 20 municipal 

clients, and as Derek mentioned, these are our clients, who actually own waste energy plants, and they've 

contracted with Covanta to run those plants for them long-term. Those municipal clients with us today are Jim 

Warner, the CEO of the Lancaster County, Pennsylvania, solid Waste Authority, and Paul Mauriello, from the 

Dade County, Miami-Dade County Department of Public Works, he is the Deputy Director and Waste – of Waste 

Operations. Rounding out the panel today is Mike Jacobsen with JACO Environmental, Mike is one of our 2,100 

profiled waste customers. 

 

I'm going to start off by asking each of the panelists to provide a little bit more detail of their own introduction of 

themselves, their background, and their company. So, I'll hand that over, to start with Jim, and I also want to 

thank them all for being here today. I appreciate it, Covanta appreciate it, appreciates it in, and we really look 

forward to the interaction. I'm going to ask a bunch of questions, and then we're going to open it up to some 

questions from the audience. 

 

So, Jim, if you could start with introductions, that will be great. 
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QUESTION AND ANSWER SECTION 
 

James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority A 
All right. Thanks, Paul. Well, first of all, I just was sitting there and I realized that last month, I'm 30 years in the 

urban agriculture, I mean, waste management business, all right? So – and I have spent about 25 of those years in 

some sort of relationship with Covanta. So I've seen the organization from its beginnings to where they are today, 

and it has been a windy road, but of course, they have now established themselves as the worldwide leader of what 

they do. But anyway, we're a municipal authority, we do happen to own two waste energy plants, one for – one 

was a design-build-operate under a long-term contract, and the other one, we just purchased about a year and a 

half ago, it was a distressed asset, and I'd imagine I'd have an opportunity, maybe later on we'll get into that a little 

bit more, but we handle, through those two plants, about 700,000 tons of waste and quite expansive complicated 

contracts with them. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Paul? 
 ......................................................................................................................................................................................................................................................  

Paul Mauriello 
Deputy Director, Miami-Dade County Public Works and Waste Management Department A 
All right, thanks Paul. I'm Paul Mauriello, Deputy Director for Waste Operations with Miami-Dade County. We've 

had Covanta with us for about five years. I've been with the county for 25 years. Most of that time with – in the 

solid waste environment. The past five years, I've been Deputy Director of all waste operations for the county. 

We're fully integrated in the county in that we do waste collection as well as disposal. We collect household waste 

from about 325,000 homes every week, twice a week. We operate some trash – 13 trash recycling centers. We have 

home chemical collection, recycling, et cetera. And then on the disposal side, the waste energy plant is the hub of 

our system, but we also operate – own and operate three landfills, three regional transfer stations. We have waste 

agreements for landfill disposal with Waste Management at three landfills that they own, and we're working to 

secure additional landfill capacity. But, waste energy is something that we're committed to. This is an older plant, 

it's about 30 years, a little over 30 years old. They've done a remarkable job of keeping that running and running 

well. So, we're looking forward to the future. Thank you. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Thank you Paul. Mike? 
 ......................................................................................................................................................................................................................................................  

Michael Jacobsen 
President, JACO Environmental, Inc. A 
Paul, thanks. I certainly want to say thank you for having us here. It's kind of unique for JACO to have the 

opportunity to speak with the group, such as the group in front of me. We are kind of a boutique company that 

started back in 1989. It was a business that our family started, really to go out and service retailers. And back in 

2000, we founded a niche, we founded a niche market that really for us, developed based on energy-from-waste, 

and a desire really, to go out and to find an environmentally safe way to dispose of refrigerators in the 

marketplace, and part of that challenge for us was one, to go out and find the proper means to destroy, two, to be 

able to find the actual chain and the cycle and the connectivity to reach customers. And that customer base for us, 
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extends to about 0.5 million homes a year, individual homes that we service through over 300 utilities. 

Countrywide, we have 25 warehouses across the country. We're a full service processing, all of Freon-based, non-

Freon-based processing of the polyurethane foam that comes out of the cavity wall, everything that we do really is, 

in an environmental standpoint to keep everything out of the landfill and to effectively service, again well over 0.5 

million clients across the country. So it's a pleasure to be here. Thank you. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Great. Thank you. 
 ......................................................................................................................................................................................................................................................  

Michael Jacobsen 
President, JACO Environmental, Inc. A 
I'd like to, if I can... 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Michael Jacobsen 
President, JACO Environmental, Inc. A 
...real quick. I also want to introduce my partner, Jimmy Aviram, who is the CEO of JACO as well. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Thank you, Mike. Okay, Jim, you're only client with two plants, so you get the first question. Lancaster County 

recently purchased the Harrisburg waste energy facility, as you mentioned. And can you talk a little bit about that 

decision and how the transaction and transition occurred with Covanta as the operator? 
 ......................................................................................................................................................................................................................................................  

James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority A 
Yes, that was – it was a – we were – we began looking at like a lot of older Covanta clients, we kind of had grown 

into the capacity of our plant, because typically, 20-some years ago, clients wouldn't build a plant that it would be 

full on Day 1. Growing communities were building these plants, we were no different in Lancaster, Pennsylvania. 

So, over several decades, we grew in to the capacity or fill the capacity one way or another. And we just started 

looking at options to expand. We were committed to continuing to process waste energy as our community would 

grow for the next couple of decades. And then we had the recession, and waste growth not only stopped, it sort of 

disappeared to a certain extent, and to our – in our market, 10%. 

 

So, rather than add a unit, which several clients had previously done in the Florida market, we began looking at a 

distressed asset that was just up the road 35 miles, actually about 30 miles from us, from our transfer station. And 

our transfer station centrally located, it supplies about 60% to 70% of the waste into our Lancaster plant. And the 

business profile of the Harrisburg capacity intrigued us because while the plant could process about 275,000 tons 

of waste, only about 175,000 tons of that was committed for the city of Harrisburg and the the host county. So we 

just began doing our due diligence and the negotiation took almost three years, because you had parallel with that, 

a community in distress, almost filing for bankruptcy. 
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So the workout plan was very extensive, you had a community – a city that had to meet creditor demands so that 

we could ultimately get titled to the asset. Parking assets had to be coupled with the waste energy plant in order to 

decrease all the debt. We were able to do that and of course, inheriting the operating agreement meant we had to 

make – and wanted to make certain negotiations work with Covanta with regard to operating that plant. We were 

able to do that. The plant [audio gap] (1:32:32-1:32:39) is not – it's one of those 10 different technologies that 

Mike spoke to, and it's probably one of the more difficult ones to make work efficient. It's the only one of its kind. 

But Covanta has proved to work very hard in trying to come up with solutions, so that we can get out of that asset 

what we're looking for. And that's availability, processing waste, it's working with us on exchanging different 

components of the plant so we can make the plant more efficient, and it's cooperating with us on a lot of other 

ancillary issues with regard to us taking ownership and more or less taken over the business profile of the asset. 

We've been very successful in integrating our business relationship for 25 years in Lancaster. And we took that 

model that we're used to, and tried or trying to blend it into the operating model that we like and that's ownership 

of the plant with Covanta, sort of pushing the buttons inside the plant and making it to do what it's supposed to 

do. And that's process waste, take care of the environment, and generate energy. And that's really where we 

focused. And we try to focus our agreements so that we get out of it what we want, but they have the incentives to 

be rewarded for successfully completing their component of the service agreements. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Great thanks, Jim. So, moving over to Paul, bit of a similar question. In 2010, Covanta took over the operation of 

the Miami-Dade County waste energy plant from Veolia. Paul, can you talk a little bit about how that transition 

occurred for the county, and the other value that Covanta brought to the table during the transition period? 
 ......................................................................................................................................................................................................................................................  

Paul Mauriello 
Deputy Director, Miami-Dade County Public Works and Waste Management Department A 
Okay. Yeah. In 2010, basically the previous operator, which is Veolia, or they were Vivendi or Onyx or Montenay, 

they went by a lot of different names, they presented us with Covanta as the designee to assign the contract. So we 

entered into negotiations with them and came up with a suite of business terms that we were interested in. A 

couple of things that happened in the previous couple of years where we had fallen short as an organization the 

county had, in fulfilling our waste delivery obligations to the operator. And they were able to – working with 

Covanta, we were able to sort of [ph] swage (1:35:30) that, those issues in the negotiations I think in a way that 

was valuable for both parties. They allowed us to reduce the volume of biomass that we brought to the plant and 

then increase the put-or-pay on the garbage side, which we had more of, to just sort of balance things out. We 

found them to be very cooperative in that, and we entered into a deal which ended up a year or so later being our 

fourth amendment to the operations and management agreement. What they bring to us is a company that's 

significantly more focused on waste-to-energy. The previous company wasn't necessarily in that mold. They had 

gotten into some other business lines that we're not – like the profiled waste that Derek was talking about into 

entertainment, into soft drinks, and so forth. So, what we find is, well, I used to spend a tremendous amount of my 

time just on a daily basis with operational issues at the plant, unscheduled downtime, all kinds of issues. I do very 

little of that today. We meet a couple of times a week with the management team. And in those very productive 

meetings, everything is pretty smooth, but it didn't used to always be that way. So, it's alleviated for me personally 

in my own vested interest, the huge headache that I need to put into sort of a compartment because as I've 

mentioned, we have a lot of other business lines that we do at the county in terms of waste management. 

 

So, they're very concerned about the plant, they operate it in a way as if they owned it, if it was their plant, even 

though we own it. They basically have it, they have our back, they know how to do it. I look to them as the 

authority on how to get things done and they constantly are improving. We used to have to worry about plant 
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aesthetics because we're in an urban environment, we're very close to the Doral Country Club – if any of you have 

ever been down in that area, it's Mr. Trump's club. 

 

So, we want to keep the facility looking good, we want to be a part of the community, they helped us a lot with 

that, we never have to worry about whether the plant is looking good or it's operating well, it's all – they're always 

there for us. So, it's a whole – it's a complete sea change for us. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Great. Thanks a lot, Paul. Moving over to Mike. Mike, why did JACO pick energy-from-waste over landfilling to 

manage your refrigerator foam disposal? And can you talk about any of the technologies or other options you may 

have looked at for disposal options? 
 ......................................................................................................................................................................................................................................................  

Michael Jacobsen 
President, JACO Environmental, Inc. A 
Sure. JACO took a unique tact and a different approach to the market. One competitor in the marketplace, very 

specific in the State of California, brought in a large frame, European piece of equipment. And when we came into 

the space, we looked at it and we thought, you know what, as anybody coming into a new business, we thought we 

could do it better, we were smarter. We would come from an entirely different mindset. But in doing so, we took a 

European vacation, we went and travelled throughout Europe. We started to look at European processing 

equipment. And it's different in Europe, when you think about processing of appliances and specifically, 

refrigerators and freezers, generally what they'll do is, they'll come in to a given area, they'll stage a pretty 

substantial, a large CapEx investment of $5 million to $10 million, and then just bring refrigerators in, and then 

they just start processing. 

 

We looked at that, we looked at the magnitude of not only the unique opportunity that we had in a bidding 

situation in the State of California where we started, but then to look at where we wanted to grow the business. 

And for us, to sustain and to build growth, we knew that we needed to move in the – pretty much throughout and 

build a footprint across the country. When we came back from Europe, we looked at it, we said, we could go out, 

we could buy, we could stage two or three of these, and we could grow. We started to look at the throughput, and 

just the appetite that these machines had to have. And we thought, there's got to be a better way. We started then 

to look at really and internalize the process within the equipment, which is really pulverizing the foam. And for us, 

we looked at it and we started to run some trials, we did some incineration tests and whatnot. And out of the 

testing that we – that we're able to perform, we were able to develop a patent which we call a bag-and-burn patent, 

where we're able to actually take the cavity of a refrigerator, the polyurethane foam out, skin it out of the 

aluminum or the metal frame, chip it, bag it in pretty substantial pieces, bag it, truck it, and ship it to Covanta. 

 

And for us, I mean, light bulbs went on, we presented that approach to our first client in Sacramento. And to this 

day, we still work with that client and 300 others across the country. And that really was the impetus for why we 

went in that direction. 

 

The nice part about that piece, and again, looking back, I certainly feel that we took the right approach, because 

for us to be able to stage, I mean, going into any given market in the country, I'm in a market, I have line 

processing equipment for the Freon coming out of the refrigerators, but I also, in that situation, I can cost-

effectively manage foam, I can keep virtually 96%, 97% of a refrigerator weight out of a landfill. So we're doing all 

the right things and our business has really taken off as a result of it. 
 ......................................................................................................................................................................................................................................................  
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Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
That's great. Mike, why don't we stay with you then on that, because your next question is along the same lines on 

what you were touching on, and maybe you can elaborate more. How much of JACO's operation overall is focused 

on trying to avoid any of your waste, not just your foam, but any of your waste and you process to end up in a 

landfill? And if Covanta's involved in that process more, if you've been considering, can you talk a little bit about 

that as well? 
 ......................................................................................................................................................................................................................................................  

Michael Jacobsen 
President, JACO Environmental, Inc. A 
Sure. The – JACO, we have 25 facilities across the country and pretty unique densely populated bases throughout 

the country servicing, as I said over 300 utilities and all of the ratepayers within any given market. Generally, we 

look at about 1% to 2% of a ratepayer or of a utility is our annual harvest rate of what we're going to go after. 

 

In order to do it, the technology in refrigeration has changed and will continue to change, and the drivers are 

certainly the different blowing agents within refrigerators. When we set out back in the early 2000s, that was 

really the driver was CFC-11 and again, trying to keep that polarized foam out of landfills, and to do it in a cost-

effective way. And we continue now to look at all the changes we interface with all the manufacturers throughout 

U.S. and Europe, understanding blowing agents, the Freon, so forth and so on. And that's led us then to work 

more closely with Covanta and introduce and work with a carbon group that we have also based out of California, 

EOS Climate, because the foam that we process, generally the Freon that we process is destroyed and converted 

into carbon. Now, there's measures and discussions around carbon-based or revenue-based on destruction of 

foam and for us, it's certainly well over my head, and I think the group that we have within JACO and the team 

that we have with our carbon trading group, we've initiated some very recent conversations with Covanta to be 

able to look at globally, how do we attack and how we do go after that foam market. But as we grow also, we look 

at other components within refrigerators, PCBs. We're also doing a lot of different types of collection now in 

electronics and really trying to understand how we effectively destroy those. So we think the relationship with 

Covanta can be very good, a good relationship for us moving forward. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. A 
It's great. That's – I think you've been working with some of our sustainability team with Covanta. Yeah. Thank 

you, Mike. 

 

All right, we'll move back over to Jim. Jimmy, you mentioned that you've been involved with Covanta for 25 years, 

30 years now and we've had a nice long-term agreement, but recently, you extended that agreement with Covanta. 

Can you talk a little bit about the decisions behind extending with Covanta? 
 ......................................................................................................................................................................................................................................................  

James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority A 
We started sweeping the floors inside the plant and then we – Covanta – look, we extended our agreement, I don't 

know how many years ago it was, but it was an initial 20-year agreement and about at year 17 or year 18, we began 

to look at – most of the Covanta agreements had mutually five-year options, and so we began a negotiation that 

really wasn't that difficult. We wanted to tweak a couple of things that both operator and owner become much 

more astute as to what these plants really are about. After year 17 then they were in negative year 1 or year 2, when 

a negotiation was going on for a physical asset that hadn't even been built. So, both operator and owner become 

much more intelligent to the risk profile of boiler availability, turbine availability, energy output per ton 
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processed, and things like that. And you sort of take that knowledge and you work at a new negotiation, a new 

agreement. And ours, we didn't really change much, because believe it or not, the assumptions for both parties 

were pretty damn accurate over that amount of length of time. They proved themselves out to be pretty fair for 

both sides. 

 

However, one thing that intrigued us was that Covanta has made progress and you're going to hear more from 

Steve Bossotti, one, they are metal recovery. And that's something that intrigued us to enhance our recycling of 

metals out of our waste stream that has been processed for energy and they [indiscernible] (1:47:04) put in a 

nonferrous recovery system as a part of the residue handling. But the nice thing is, they looked at it as a win-win 

for the client and for them. So, they put the capital in, they take most of the risk on the O&M on the unit. They do 

the marketing, and we split the net revenue 50-50. So, an arrangement like that where they can get some revenue, 

we can get some – and that's only one example. There's actually been quite a few. But an example like that is, 

where if they're enhancing the business and the recovery end, of whether it's energy or recyclables for the client, 

that's going to make us much more inclined to say, let's continue doing business for a longer period of time. And I 

think, they've taken that same successful approach to a lot of the clients, not just Lancaster, but a lot of the clients 

throughout the U.S. where they've been able to extend their service agreement successfully. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Thank you, Jim. That's a perfect segue into the question for Paul. Paul, your facility's long-term power purchase 

agreement recently expired. Can you talk a little bit about the transition to the new agreement and how Covanta 

was involved in that and maybe we assisted in – how we helped overall? 
 ......................................................................................................................................................................................................................................................  

Paul Mauriello 
Deputy Director, Miami-Dade County Public Works and Waste Management Department A 
Well, I'd mentioned that, we typically didn't have that much contact because they were running the plants so well, 

but when our contract for power sales expired in 2013, that was a real issue for us, a huge drop in revenue. So, 

Covanta put together a team for us to facilitate moving toward another power purchase agreement. It's taken us 

longer than we thought to do that, but they put together a team of great professionals. They have an in-house 

energy person who's here today, Sami Kabbani, also our business manager from Miami-Dade, Bill Meredith is on 

the team. We have an outside energy consultant that's familiar with energy in Florida that they found for us, and 

also a counsel, an attorney that works with us that's familiar with the electrical laws in the State of Florida. So, 

that group, with some folks including myself at the county, we've been pursuing just every kind of alternative you 

can think off, we actually hired an energy or an engineering firm to look at the feasibility of shipping energy direct 

from the plant to the Miami International Airport, that actually didn't work out, it wasn't viable, but it was, it's 

interesting to know what the hang-up was there, and why that couldn't be done, but we've also pursued some 

other requests for proposals from municipal electrical utilities. And just lately, just in June, we were successful in 

winning one of their proposals with the city of Homestead, which is in Miami-Dade County, it's for 15 megawatts 

out of the 40 megawatts that we have for sale. That will allow that city to actually receive energy from the plant 

that's processing the waste that they're bringing to us. We have them under a long-term agreement with the 

county for disposal. 

 

So, we still continue to look for a home for the rest of the waste, or rest of the energy. In the meantime, we have an 

energy broker that Covanta was instrumental in finding for us, Rainbow Energy, that's selling our energy on the 

spot market. If we weren't doing that, would have been even more of a financial hardship for the county and for 

Covanta. So, we do split the revenue 50-50, so we're pretty much tight at the hip in terms of solving this problem. 

It's a main focus of mine. We actually have a negotiation meeting later this week with these folks at Homestead. 

So, we're hoping to – in the not-too-near future to – or the very near future actually to get this all settled out. 
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James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority A 
Hey, Paul, can I add quick? 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Yeah. Go ahead. 
 ......................................................................................................................................................................................................................................................  

James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority A 
Being a lot of financial analysts here in the room, when we were financing – going into financing for the 

Harrisburg acquisition, we sell revenue bonds, we have to get a rating based on that business plan and I'm very 

proud to say, we got a AA minus for – from S&P. That's the highest we – certainly the highest we could have 

hoped for. But a very important item to S&P was, who's going to be running that plant? Because it did have a 

distressed reputation. And when we're saying Covanta's running the plant, we're going to keep Covanta running 

the plant and we're going to rely on Covanta's expertise and our expertise as an owner to work together to make 

that asset operate, that was very important to them as far as our credit rating. And I would think as – even though 

a lot of debt – municipal debt is maturing, still as [indiscernible] (1:52:41) being rolled over, I would think public 

clients, when they can combine their business plan with Covanta being their operator, it definitely is important 

because that asset has to continue working in order to produce the revenue on both sides in order to pay off the 

debt. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Thanks Jim. That was – it's almost like we planned because your next question was right along those lines. And 

so, you may have covered, but I'll let you see if you want to add anything on to it, is if you could just talk about the 

other value that Covanta brings to either one of your waste energy plants? 
 ......................................................................................................................................................................................................................................................  

James D. Warner 
Chief Executive Officer, Lancaster County Solid Waste Management Authority A 
Well, look, I know the model in Europe's a little bit different, but here, while organization, we own and operate a 

big transfer station, we own and operate a medium-sized landfill, and we own two power plants, but I really 

couldn't imagine us try and operate them, because we just don't have the expertise to run power plants and we 

don't have the depth of the expertise it takes. I mean you see seven senior business guys or eight senior business 

guys there, but the expertise, the science, the combustion technology, the maintenance programs, and 

infrastructure of people that has to go into that 93%, 94% availability is just incredible, and it's way beyond the 

capabilities of a government unit to isolate yourself to try to do that on your own. 

 

So, if we are going to make public investments of well over $100 million – today, replacing our Lancaster plant 

would probably be $400 million. We can't afford to have some, a fly-by-night wannabe operator. So, we expect a 

lot, we expect that big investment to be taken care of, to be run, so it can last the 50 years that it was meant. When 

these plants were built, the models were 25 years, and now independent engineers say 35 years, but we're hoping 

for 50 years. And 50 years, stuff gets replaced, and you need somebody capable of knowing how to replace it and 

having the suppliers and to be able to source the talent and hardware to come in and replace that effective – cost-

effectively, when it's being done, and then integrate it into the operating goals of the plant. And we just think 

Covanta's the best in doing that, and that's why our partnership has lasted with them. 
 ......................................................................................................................................................................................................................................................  
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Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Thank a lot, Jim. Paul, one last question for you. You have a very large plant, almost 1 million tons a year, lot of 

different waste streams, a lot of different difficult kinds of waste streams coming into your plant, such as tyres. 

Can you talk a little bit about how Covanta helps the county manage the different kinds of waste streams, and also 

how we help support the county's recycling program? 
 ......................................................................................................................................................................................................................................................  

Paul Mauriello 
Deputy Director, Miami-Dade County Public Works and Waste Management Department A 
Sure. Well, we do have, this is an RDF plant, refuse derived fuel plant, so it's not – it's an older technology. It's a 

very difficult plant to operate. It's probably the most complex plant they operate, maybe Jim would dispute that, 

but it's pretty complicated. It takes what we call a house-hold garbage on one side, it takes a biomass on the other 

side. They're creating a biomass fuel that gets shipped out and sold to energy generators that are aligned with the 

sugar industry. We're also taking in tyres. We're not burning the tyres at the plant, but what they're doing is either 

shredding the tyres or they found a local source of cement manufacturer that will take certain types of tyres of a 

certain size and quality for use as fuel in their cement manufacturing. So when they do that, it really helps the 

county, because otherwise we would have to take the shredded tyres and landfill the tyres. So we're transporting 

tyres, we're landfilling tyres, something we really don't want to do. So the more of that, the better, and they've 

been instrumental in setting up that arrangement, like it's a third-party arrangement for us, and we're very happy 

about that. 

 

In terms of recycling the plant, there's a lot of metals extraction, ferrous or non-ferrous all over the plant. And 

they're extracting about a little over 20,000 tonnes of metal a year, that's a huge amount of metal. And just to give 

you some perspective, our entire curbside recycling program results in about 60,000 tonnes a year of recycled 

material. So this is like a third of that just coming out of the plant alone in metal. So it's – all of these things help 

toward achievement of our recycling goal. Our state has a very ambitious 75% recycling goal, by I think it's 2020. 

Part of the way we're going to get there, the main driver will be waste-to-energy, because in the State of Florida, 

now waste-to-energy or energy-from-waste is considered recycling by the state, and we're trying to encourage 

other people to consider it to be recycling too. And so you're getting the renewable energy. You're doing a recycling 

there, you have the metals. We're trying to do the tyres. We're also working with them on a sort of pilot project to 

essentially recycle bottom ash that actually comes out of the combustion process in the same cement 

manufacturing process. So it's rewarding. It's like closing the loop on the waste stream in Miami-Dade County and 

we're happy to have them work with us on that. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. Q 
Great. Thanks a lot, Paul. So wrapping up the last question, Mike. I haven't forgotten about you over there. How 

does Covanta help JACO achieve your sustainability goals, and I know you have a greenhouse gas story, if you can 

take a couple of minutes and talk to the audience about that? 
 ......................................................................................................................................................................................................................................................  

Michael Jacobsen 
President, JACO Environmental, Inc. A 
Yeah. Just experimental overview. I mean really, greenhouse is the cornerstone of when we started, what we 

present. We served on the UNEP International Board back in the early 2000s. We worked very closely with the 

EPA. We work with our carbon trading group out of San Francisco. Globally, it's our drive, that's what we do, it's 

what we present and how we sell our services and how we really distinguish ourselves with all of our utility clients. 

And more importantly, how we feel that we can grow and leverage the business that we have now and transform 
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the way retailers and homeowners think about how to get rid of and how to process old appliances, whether it's 

laundry washers and dryers or certainly the more complicated destruction process that involves everything central 

to destroying a refrigerator properly. So, we build it. Our relationship with Covanta will give us the expertise and 

the connectivity with the group that we currently have now to put us where we need to be in the next 10 years or 

so. 
 ......................................................................................................................................................................................................................................................  

Paul Stauder 
SVP-Sustainable Solutions, Covanta Holding Corp. 

Great. Thank you. And thanks to all the panelists today. This was really great. We're a little tight on time. I think 

I'm getting the nod from Alan that we're going to move on to the next part of the day. And the panelists will be 

around. For everybody in the audience, if you want to grab them at one of the breaks, I'm sure they'd happy to talk 

to you. And then, if we can squeeze in some questions at the end of the day, I think that will work as well. 

 

Thanks again. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations 

Thanks, everyone. We're going to take a quick 5-minute to 10-minute break, and then we'll start on Energy. 

Thanks. 

 

[Break] (02:01:10-02:14:13) 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. 

Hi. I'm Sami Kabbani, I'm responsible for energy matters within the company. I've been with the company for 

quite a few years, I've been in the industry for many more. Worked for electric utilities, for Department of Energy, 

Energy Information Administration, Electric Power Research Institute and so on. At Covanta, I handle energy 

including marketing, contracting, risk management and the day-to-day operation in terms of scheduling and 

selling into spot markets and things like that. 

 

Right upfront, I wanted to make couple of comments. First, I don't have confessions to make today. Maybe later in 

the day, couple of drinks, I'll be more open to confessions. And second, yes, we do -we are passionate about our 

business, we like our respective areas, I do drive my car every day to work. And like certain people here, Derek, he 

watches all these waste trucks and he could tell you which company, and how big and small the companies; I 

watch the power plants, the transmission lines, and I can tell you the capacity, the type of fuel, the type of 

interconnection and so on and so forth. 

 

So with that, I thought I would walk us through a couple of issues. I wanted to take a step back since this is first 

time we meet together to provide the best of background on the electric industry. For those of you who are 

familiar with the electricity industry, please bear with me, couple of slides just to set the stage and move forward. 

Then I'm going to hit on couple of topics. The objective of my presentation is to basically describe where are we 

positioned today, how we fit within the industry, and where we're moving in the future and the type of thinking 

we're applying. It's – and there are certain topics related to our business and how we're managing it, we'll get into 

it during the presentation. 

 

So, to start with, we're facing a changing industry. It's – usually, electric industry in the world is very slow moving, 

but we're seeing substantial amount of movement in energy. 
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I'm going to speak about that in the context of the past and the future, and more specifically in the context of 

contracting. In the past, we used to fund these 25-, 30-year power purchase agreements, shelf it, put it on a shelf 

and just collect lots of revenue at the end of each month. We read the meter, multiply it by the rate and we're 

done. This was the case because utilities were required to purchase from generators like us. And the point I want 

to make – and they used to be very few number of buyers. The point I want to make is industry has evolved. And 

now, we are in a much bigger industry, many more players that play. And utilities are not necessarily required to 

purchase from us. And if they do purchase from us, they offer very unattractive rates and very stringent 

conditions. So as I go through this presentation, I want to walk you how we're shifting our strategy, how we're 

looking at this, how we're going to achieve the contracting we're looking for. 

 

Other factors influencing where we're going and where we're heading is the industry itself is evolving, technology 

is evolving. We have very highly efficient gas fire generation, we have cheap gas. We have – that have resulted in 

currently low forward pricing, many, many comments on that, and resulted in huge amounts of volatility that an 

energy guy like me haven't seen in the past. 

 

Long-term contracts are not necessarily attractive at this point with many, many exceptions, and we have 

approved that via new contracting we've done. I say here capacity performance, I'm talking about pay for 

performance, all the contracts now and all the structures we're pursuing as we get paid as we perform, there is no 

just a standard payment for not doing much. Lot of regulations impacting us. But you heard this morning about 

the Clean Power Act, so we view that as a positive. We're excited about it. We were named as the renewable energy 

source, and this chart that's fixed in my mind how we generate activity offsets from our facilities. 

 

This is evolving, this is going to take time to materialize. It's going to take time to understand how the market 

dynamic's going to play, how the states are going to apply, but all these are dynamics affecting us. 

 

I'm going to spend one more minute on addressing these types of things in the context of Miami-Dade. You saw 

Paul talk a little bit about the expiration of the power purchase agreement out there. We look at it, and we look at 

possible contracting with the utilities, with the incumbent utilities. 

 

And the minute I hold the contract and I read the language, certain language in the contract that tells me, I'm 

going to pay you the lower of A or B, I put the contract on the side and say, maybe this is not the right thing for us, 

plus the pricing associated. And we have kind of made a decision, we're not rushed, we know how to manage the 

markets. Although it's unregulated market, but we know how to manage it, we know how to create our little 

trading area, and we know how to bridge our self to a period of time and to certain type of a buyer that is attractive 

to us. And this is the process that we've been executing. 

 

The City of Homestead that Paul has mentioned is an example of the efforts. We are shifting our attention from 

the incumbent utilities that's going to pay you the minimal price, $16 a megawatt hour to be more specific, and 

shift to a potential contract that pays us three times, four times, five times multiple on that. 

 

The trading operation we put in there in Florida is generating like 100%, 200% multiple on what we could have 

done on the contract. So not having a contract is not a bad thing. Waiting and timing the time you want to enter 

into a contract is the right thing, how we pursue it. 

 

I thought I would take this as the – what I've talked about before. I'll take a couple of slides, a couple of minutes to 

talk about the industry structure. And I'm going to go relatively simple here, but it sets the stage for many things 

we want to talk about. And this restructure, this is the electricity supply chain. It starts with the generation, this is 
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where we reside, this is where we operate, this is where we know this part of the industry quite well, it goes into 

the transmission segment, distribution segment and customer segment. 

 

We hover and operate here, as I said. Our vision and our thinking is we want to move down the chain to get closer 

to the customer via many or several vehicles. I'm not going to get into each of them, but some involve directly 

connecting with that customer, other involve marketing directly to the customer and things like that. 

 

The thinking here is we want to – we're in the commodity business. And in terms of commodity, we know the 

volatility associated with that, we know how to handle it, we're going to talk about energy risk management and 

how we manage this commodity. But we want to shift our attention and focus from selling commodity or 

marketing or treating – dealing with commodity to dealing with actual product. 

 

I don't know what happened, but – so we want to – from commodities with low margins and high volatility to 

actual product that we serve to end users, to cities, municipalities into that, and this is  where we think the value 

is. You could take the part of our open position, multiply it by a certain margin associated with that move, and 

we're seeing the tens of millions of dollars we could generate by applying that strategy. The other comment which 

is going to feed into another theme I want to talk about is electricity could not be economically stored. And I 

qualify that because now, the industry is shifting where we want to store the electricity, what are the best ways to 

do that? And we are also looking at our locations and determining what's the best way to – and manner into that 

business. 

 

Another slide – where is my slide – about the industry structure. I'm going to cut through it very quickly. A 

traditionally good oil base, vertically integrated utility; generation, transmission, distribution, customer, as we 

talked about before, surrounded by a territory. And referring for that border and protection from others coming 

into that territory, the utility had obligation to serve, and it had to submit to rate settings and return on equity 

settings and things like that. 

 

Row forward, now we're seeing the restructuring of the industry started on the generation side, you see Generator 

B, Generator C could be built outside this – a utility territory or inside it, anywhere generator chooses, and the 

very – the other segments being deregulated. This is about the generator, how we could send it and sell to end 

customers, to the distribution grid and others. The next level of regulation that came to the industry, which is 

important to us, these – we are IPPs, independent power generators, or NUG, non-utility generators, or QF, 

whatever you want to call us. 

 

The concern there is ability to hook up to the grids and ship our product on equal basis with everybody else. And 

hence, the next level of regulation that came on the transmission side of the business. Utilities continue to own 

transmission lines. However, all these transmission lines in certain market areas, which I'm going to point to, 

where it puts under the umbrella of independent system operator. The job of that operator, to make sure equal 

access to that highway. There is no discrimination, everybody could sell their product on equal basis. 

 

Distribution, certain utilities in the northeast sold their generation, they became wires company, this is the 

indication of the future wires company. There is a lot of play coming here, the microgrid, the distributed 

generation and all that stuff is happening at this level. And the customers' certain states have open access, where 

you – we could go and get through your households and sell you electricity. And other states do not permit that, 

there's different levels of the regulations with different markets, and that's what's make our life a bit complex, but 

quite exciting. 

 

In terms of regulation, federal regulation, state regulation, many other different levels of regulation. Switching 

gears now to – I talked about the spot markets, how the transmission was gathered under one umbrella, and that 
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operator is called independent system operator. The independent system operator basically function is reliability 

safety. Make sure of the supply, they plan the system for lots of load probability of one hour per 10 year, this is 

their job to do that, make sure the system is available. They apply the safety standards, make sure everybody is 

injecting that electricity, shipping the electricity, consuming the electricity in a manner that is safe. 

 

It ensures equal access that I talked about, and this is the part that get into the business side of the electricity. This 

is what we call the spot market. Spot markets run by the independent system operators or like exchange like the 

NYMEX. We don't see the buyer. They're seeing – sitting – the independent operator is the operator of the system. 

He matches the buyers and the sellers. We get paid by the ISO for the spot – parts of our quantities and the 

consumer or the – the consumer of energy pays the ISO. So credit risk is relatively limited, especially in light of 

the stringent credit regulation they have. Talking a little bit about the ISOs of – in the Northeast, New England 

ISO, New York ISO, PJM, this is where the concentration of our facilities; you're going to hear a theme from me, 

you heard in the past several times or in prior presentations several times, the location of our facilities is 

important whether it's electricity, waste-wise or otherwise. 

 

Then we get – so we talked New England, New York, PJM, then there's the MISO, Midwest ISO, there is the SPP, 

Southwest ISO, then there is the ERCOT, you probably read a lot about that. This is the Texas independent system 

operator and the California ISO. The rest, including Florida, we call them unorganized markets. So when we're 

dealing with transmissions, when we're dealing with sales, spot market sales, we're dealing with individual 

utilities. We are not dealing with a combination across a big region. Notwithstanding that, we took the [ph] data 

(02:29:35) electricity, as a matter of fact, and we sold it into Georgia via tagging and transmission arrangements 

and things like that. 

 

So we're like water, we're going to follow the path of least resistance to the best value. 

 

I'm going to take another – a minute to talk about the nature of our business to reemphasize the points I made. 

We produce the electricity. In the past, once under long-term contract, that's QF, qualifying facility under the 

Public Utility Regulatory Act. Now, it's shifting to renewable type of contracting, limited contracting, and a 

combination of spot market sales, we talked about that. 

 

And the direction we are contemplating is getting closer to the end user and serving that end user. What 

distinguishes us from others? We think we have certain things that are attractive. So we are baseload renewable 

energy versus intermittent renewable energy. The solar, the wind; when the sun comes up, you generate, when the 

sun doesn't come up, you don't generate. That creates relatively large stress on the transmission system and in a 

way, if you build a  meg of intermittent renewable, you're going to parallel that, you're going to have to parallel 

that for reliability reasons with another meg of fossil fuel or baseload fuel. So we've solved this problem. 

 

We're reliable, we are obviously renewable, and we're located in a low pocket. This is where we get the better 

pricing from spot markets or the bilateral ones. 

 

The combination of this allows us to offer unique products to entities other than the utilities, cities, municipalities. 

They're attracted to this profile. Why? Because we can offer them, besides the renewable and the reliability, we 

could offer them a fixed price for long-term, and this is what a city and a muni normally seeks. Other generators, 

other companies, with the cost of fuel and cost of gas and coal and things like that, could not offer a long-term 

product like ours. 

 

I thought I will throw a couple of examples of the types of customers we deal with on the electricity side, it's 

traditional utilities, cities, munis and independent system operators. On the steam side, they tend to be industrial, 



Covanta Holding Corp. (CVA) 
Analyst Day 

Corrected Transcript 
12-Aug-2015 

 

 
1-877-FACTSET   www.callstreet.com 

 34 
Copyright © 2001-2015 FactSet CallStreet, LLC 

 

located in the industrial belt. On the renewable side, it's utility and load serving entities, aggregators, selling end 

users. 

 

With that, I wanted to shift our attention a little bit about the sources of revenue we generate in general from our 

merchant fleet. Not every plant has the same distribution of revenue, but the point I'm trying to make here is we 

have multiple sources of revenue, and this is evolving in the industry. 

 

We get the majority of our revenue from the sale of electricity, the energy side of our business. We get about 15% 

from capacity. Capacity is basically the ability to operate when they want us to operate, they pay us for standing 

by. This is about 15%. Renewable energy credits is about 5% and we expect this area to grow, and certain other 

ancillary services are approximately 1% to 2%, all this thing as we roll forward and deploy different thinking, 

different strategy that's going to change the combination here. 

 

Speaking of our locations, I'm going to use the map, this is probably the tenth time today, but it's – I'm using it for 

a slightly different purpose. We have the same number of facilities, concentration in the Northeast. I want to talk 

about within the Northeast, the value of our location. I'll take Essex, Union as an example, next to – in Northern 

New Jersey. They're sitting in a really highly populated low pocket. Any hiccup on the grids and the price flys – the 

price goes up. 

 

So what I did on the right, I took the PGM price, PGM price is over 10,000 different nodes. And each node within 

the system has different price. And then it generate this heat map, this was pricing. The color, when it gets more 

gold, if you will, it's the higher price; when it gets bluer, it's a cold price, it's – and in this case, it's a negative price. 

This is about Virginia. This is about the northern part of New Jersey. I took a snapshot and I wasn't here, I take an 

extreme case, the polar vortex, and look at the price here, $545 a megawatt hour compared to average market of 

anywhere between $30 to $60. 

 

Look at the southern part of the ISO, negative $80 a megawatt hours. Negative meaning, if you can't turn off your 

generation, you're paying money to inject your electricity to the grid. And this kind of line represents – and this 

area represents where the shale gas got trapped in the winter. They couldn't ship the gas up north and there were 

a lot of generation in the South, and that's what caused the difference in this pricing. 

 

The takeaway from this slide is we're sitting in the right location for the right price, when – whether there is 

system events or whether there are no system events. Good locations. So taking another step into our portfolio 

and how we balance it, this is going to lead you into how we think about certain areas and risk management and 

things like that. 

 

On the left hand side, this part of the graph, we're showing our portfolio broken by the exposed, hedged and 

contracted. We use the word exposed, some people think, exposed is a bad word. We think of it as – it's a positive 

word if it's managed right. And you'll see how we think about it in terms of risk management and things like that. 

And I think we're positioned in terms of many dynamics in the market to really experience quite a bit of upside on 

the energy, which I think Brad is going to spend a couple minutes talking about some of this stuff. 

 

Just to set it, the dark blue is the contracted, the light blue is the hedged and the green is the remaining exposure. 

And you could see as we roll forward to 2019, we'll have 4.4 million megawatt hours exposed, about 2.1 million 

contracted. We think that profile, as we head forward, is going to change, and it's going to be relatively similar to 

2015 via two mechanisms; one, additional contracting and, two, additional hedging. We have a – we'll talk about 

the risk management in a second, but we have a program that looks into the future and decides how we want to 

hedge and where we want to hedge. 
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To the right hand side, another one that hits on the same common theme I had, we talked about our locations, the 

value of our locations. So now, look at the distribution of our exposure. We're about 60% sitting in the right 

market, PJM; about 25% sitting in the New England market, a premium market. So, we like where we're sitting. 

We're close to the customers, it's going to open up a lot of doors for us, and we are close to almost the premium 

price in these spot markets. 

 

With that, I wanted to shift the topic a little bit to – there were a lot of questions about the changing capacity 

markets in PJM, a lot of utility analysts and energy analysts talk about that. I thought I'll touch on it just in case 

you have questions on that. 

 

First of all, the question comes up, why are they changing the structure of the capacity market? Answer is simple, 

the doughnut tells us the answer. From the Polar Vortex, about one quarter of the generation available in the Mid-

Atlantic, in PJM, was offline, not available. So the grid was very unstable, they needed a lot of energy that wasn't 

available, so that what caused the issue. 

 

Meanwhile, the ISO spend every single generator capacity payment to stand by for an event like this. Sure enough, 

those incomes, they are not ready. And the penalty was almost like nonexistent. So, as determined, we're going to 

have to change the market structure, we're going to make it pay-for-performance type of a structure, and we're 

going to introduce very heavy penalties and we're not going to allow excuses in certain force majeure provisions. 

 

Let's dig deeper. I put these two slides next to each other or these two sections. On the left hand side is the base 

program that we live in to-date. On the right hand side is the program we're going to via a transition process that 

is starting this week, as a matter of fact. Today, the performance, by the way, is required during the summer only. 

There is no performance requirements for the winter. That's right, 25% of the generations said, oh, I'm just going 

to sit out there, I'm not going to stick my neck out and there is not much you could do to me. 

 

Penalties are basically funds to condense these – the three sub-bullets. Penalties are limited to what is in – what a 

generator is entitled to or what they selected for that year, that's it. Historically, obviously, it's a non-issue, to 

Covanta and others. 

 

Roll forward into the new program. Now, the new program, performance is measured every single hour. So, if a 

generator commits to 60 units of electricity, 100 units of electricity, 100 megawatts, and shows up in that hour 

with 90 megawatts, that means that generator is short. That 10 megawatt shortage is multiplied by very heavy 

penalty, ranging from $2,000 to $3,000, $3,600 a megawatt hours, and that's a penalty applied to the generator. 

It's very serious. The issue I want to emphasize here, performance is measured in the hour, however, the time the 

penalty start applying is during the declared emergency situations, when the grid needs the electricity. 

 

Historically, these are 40 hours, believe it or not. Of the 8,760 hours in the year, only 41 hours, even during the 

polar vortex, is when the grid was desperately needing all that generation. But you must take that and multiply the 

10 megawatts I used to – by the penalties, over 40 hours, it's a major, major revenue loss. 

 

Generators are very worried about this area. And we view this as opportunity. I will start – I'm going to talk in 

terms of transition and how we view the opportunity. Capacity, like the energy heat map I showed, it's broken also 

on different segments, different utilities. They come at different prices and things like that. 

 

We're looking at the auction that is happening in two weeks, and it's happening for next year. And we're looking at 

the existing program, the left hand side of the prior slide, the base, and we said we're cleared with that $50 to $60 

for plants in here. 
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And we think the new program, if we step up to a higher performance, is going to pay us at least twice this 

amount, so we're going to jump into that. For limited amount of facilities that don't have much – they didn't 

generate a lot of revenue based on the $59, it has, matter of fact, one facility affected sitting here in Dominion. 

 

In other – there is three additional auctions happening for the next year, next two years and next three years. They 

are happening in a span of a month or so. In other auctions, we're going to participate with many of our facilities. 

We're going to make this shift from the base to the transition. We think it's going to generate really nice 

incremental revenue, and we're going to go in measured. We're not going to expose ourselves to huge amount of 

penalty. So, we're not going to put all of our eggs in the new program, and we're not going to put all our eggs in the 

existing one. We're going to do the splitting based on the risk/reward settings. 

 

So, that's the story on the capacity. I wanted to basically take a step back and talk about Covanta's energy risk 

management position. We kind of talked about our expose position. We're sitting in a volatile market. Our 

revenue is going to go up and down because quite a bit of large exposure, what we're going to do with it? 

Obviously, we're going to first contract it, and whatever is remained exposed, we're going to subject it to our 

energy risk management program. What's the objective of our program? Very simple, I think, and every intuitive. 

 

It's basically balancing the risk and rewards, reducing the downside and maintaining as much of the upside as 

possible. There are instruments, probably many of you are familiar with these instruments, that we could deploy 

to put a floor on our portfolio. We don't – we basically – when we analyze this, we take the cost of these 

instruments into consideration and decide what's the best approach there. And the most important thing, what 

I'm thinking about risk management, or when our risk management committee is thinking about risk 

management, we try to put our risk management hats on and we try to stay away from market views. We take risk 

views rather than the market views. 

 

Afterwards, obviously, we take market views and we decide what we want to. But the risk management is the 

program that preserve and ensures minimal revenues are coming or certain level of revenues coming into the 

company. 

 

So, the nature of the program, we have a look-forward capability, 12 months, 24 months, 36 months down the 

road. We have a risk tolerance level for each of the period, the 12 months, the 24 months, the 36 months. We say, 

we're not going to allow our portfolio to fall below this level or generate more risk than this. And that sometimes, 

they call it tolerance, sometimes they call it limits. We do the math on regular basis. We see where is the expected 

value is. We run – log normal distribution of our revenues, energy revenues. We determine the expected value. We 

look to the left-hand side to the 5% scale. We calculate what's the risk, we compare that to our tolerance, and we 

determine do we need to do certain hedging to prevent us from falling. 

 

We then decide where is the location of the hedging, what type of instrument to use. The type of instruments we 

use, we do vanilla swaps, we do options, we do collars. We do all the known instruments available for managing 

commodity. We've been running this program for at least five years, six years, and it's been doing what it's 

supposed to do. 

 

Rolling forward, I'm going to talk about the risk and opportunities, and probably, hopefully, wrap up all this stuff 

together. I'm going to skip, as a matter of fact, this slide and talk about it in this context. 

 

We looked at our portfolio, looked at our [ph] transmutation (02:47:35) and things like that. And we have 

organized our thoughts and our opportunities in three different directions and three different buckets; getting 

closer to the customer, getting out of selling the commodity into selling a product they put in here. Different 

approaches to that, whether we hook up with the customer directly with the wire that we built according to today's 
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regulations or the emerging new regulations, or whether we use the existing distribution and transmission 

systems to reach the customers that fits in this category. 

 

And obviously, it involves pursuing high value opportunities and leveraging the client relationships, the cities and 

munis, the – whether their current cities and munis, whether they're new ones. Industrial clients, like Paul and 

Derek were talking about. They're all good candidates. They're all good fit for Covanta. 

 

Then we focus on things around optimizing our assets in terms of energy specifically. We're thinking about 

turning our energy products into a different product, rather than generating electricity, we would generate steam 

and sell the steam, which is a premium for us. We already sold 9.8 billion pounds of steam, we want to expand 

that to generate substantial premium over selling electricity, but you have to be located next to a customer who 

needs large amount of steam and they're going to have to be close enough. So we're undertaking an effort to 

identify these types of customers and pursuing them. 

 

Pursuing favorable regulations, it goes without saying, renewable energy regulations, we have several examples in 

our systems that generated millions of dollars due to our success in implementing certain regulations that identify 

and recognize the value of which energy is a renewable energy source. 

 

Energy efficiency programs, every megawatt that we don't consume – we consume about 15% of what we generate 

– every meg we don't consume is the meg we're selling into the market and generating revenue under. That is very 

valuable to us, and it could add up to relatively sizable number of dollars. 

 

And obviously, we're constantly looking at our energy risk management program, determining how well it's 

functioning in a high-price environment and low-price environment, in a volatile environment and the seesaw 

environment, and we're looking and developing different additional approaches to optimize that program. There 

is also a lot of money to be made in this area. 

 

Site optimization, it is basically we talked about being in a low pocket. We talked about electricity couldn't be 

stored, we talked about the intermittent resources and how they're affecting the grid negatively. We think 

supplementing our baseload resources with certain type of flexible, agile generation. The grid needs certain 

frequency support, for example, we're thinking about introducing certain equipment that has the ability of going 

up and down every time you flip the switch. I'm simplifying, but that's the concept. 

 

Energy storage is another area we're looking at. The technology is still a bit expensive, but we have certain sites 

that might be – sites that might be a good fit for the technology, and they could serve as a lab for a partner to come 

and test the technology. We learn together and develop together. 

 

Renewable generation, if you have the site and the land, wind, solar, other could be added to these sites. So, our 

view is to go look at and pursue each of these areas, and optimize our system and our views to generate the right 

size of revenue and grow our revenue base on the energy side. 

 

With that, I would like to thank you and look forward to any questions you might have. 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. 

Great. All right. Good morning. My name is Steve Bossotti and I've lead the Covanta Metals Management team 

since its inception, literally four years ago this month. And like my speakers before me, I'm very excited to be able 

to share with you what we've literally been up to for the last four years. But, before I start, I want to paint an 
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analogous picture for you of really what the mission of my team is. And if you're familiar with life in the five 

boroughs of this fine city as I am, I think this will hit home for you. 

 

Maybe you've been up at the crack of dawn one morning and you find yourself walking down the street. Maybe 

you're out for a morning run, maybe you just had a rough night's sleep and need to get out walking around, maybe 

you just had a better night than I did. And as your walking through the streets, you get a little bit startled because 

there's somebody huddled over you, recycling cans, and are actually going through your recycling, and then really 

selective and are looking at your material and picking it up one at a time. And you're kind of groggy and you really 

don't – probably, the first thought that comes to mind, not that you're being judgmental, you say, I am good, I am 

not doing that. 

 

And then you get your morning coffee and you're walking back to your house and taking a sip, and you're maybe 

becoming more awake and you see them riding away on a bicycle with gigantic clear plastic bags of recycling. And 

you stop and you say, do they know something I don't know. A lot of smart business people in this room, you had 

to have that thought, they don't know something that I don't know. Well, they do and so do we. 

 

And we're really going to share that with you, and that's my team. That's the equivalent version of my team, except 

we're not rifling through the material with our hands. We got a well-educated team and we use a modern 

technology to do it. We're not going through the garbage. Steve pointed out earlier in his presentation, the 

combustion process reduces the volume by 10:1. So we find it a lot simpler to go through the ash. And our 

playground is 5 million tons a year. We generate 5 million tons a year, every year, very consistent performance. 

 

And we're not driving away in bicycles. We're bringing the material out by the truckload. We're bringing 

truckloads of metal scrap that we're capturing out of our ash daily. And hopefully, by the end of this year, we will 

be taking it out by the boat load, and we'll talk a little bit about why I feel that way. 

 

So some of our topics today. We're going to give you a brief overview of the market and some of the price 

dynamics, some of the things we can't control, and then we'll get into historical performance and to share with you 

some of our accomplishments over the last four years. And I'll break it down by metal category, and I'll try to give 

you a picture of what the technology is that we're talking about, what we're kind of deploying over the last four 

years. 

 

So we'll celebrate some of our victories, and then we'll get into really what the future looks like. What we can do to 

enhance our value going forward. What's the next visages of metal value that we can get out of our ash. And then 

we'll talk about the actual ash itself. 

 

So we paint a picture of the different tiers of the scrap metal industry. You can see that we're at the very bottom, if 

I hit this correctly and I did. There is four tiers of scrap metal industry. This is particularly focused on ferrous. And 

we are literally at the bottom of the scrap heap. And our material ultimately winds up at a domestic steel mill, 

most of our material – none of our material currently gets exported because we're – our quality is relatively low. 

 

And historically, we've had to sell our material to middle men. You might go to a – you might actually wind up in a 

feeder yard, you might go to a shredder yard, where our material gets blended and cleaned, or you might go to a 

secondary broker that will take our material, mix it with industrial scrap, and then sell it directly to the mill, 

basically upgrade it. And every time that happens, we lose a value step, right? They are taking our material and 

they are creating a value out of it, an enhanced value out of it. 

 

So clearly, that's one of the things we need to look at going forward. And interestingly enough, there's two ways – 

there's only two ways to make steel that we are aware of. One is through basic oxygen furnaces, which is iron ore, 
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to really help to unmine the iron ore out of the earth to be able to do it, and the other is steel scrap. So, directly, we 

can wind up – our material winds up in mills, domestic mills every time. There's no other option for our material. 

And those two feedstocks are not interchangeable with each other. So, either you're making steel out of ore or 

you're making it out of scrap. 

 

So, knowing that our material ultimately winds up in mills, what drives the price? Well, really, the first one that 

we talked about is no operating rigs. If the mills aren't operating and there isn't a high demand for their products, 

they don't really have pricing power. We like to see their availability and their capacity above 75%. When it's above 

75%, they have pricing power on their off-take material and they could pay us more for the material going into the 

plant. 

 

The other big influence is the U.S. dollar. While our material doesn't go export, the fact is, it trades against an 

index called the Heavy Melt Steel, which is a composite index of different types of material, and that does go 

export. So, while the strength – when the dollar strengthens, the demand or the desire for the foreign mills to buy 

our material drops. And then the value of iron ore, I just mentioned it a few minutes ago, but they're non-

interchangeable. They're not interchangeable feedstock and it's the net – fact remains. But both creates – I'll go 

back to this – both create semi-finished steel products that are interchangeable. 

 

So, if iron ore pricing drops so low and it becomes so inexpensive to make steel from iron ore, what will ultimately 

happen is that will affect the capacity rates of a mill. So, we're right back to the first problem or the first bullet, 

mill capacity rates drop off and our price drops off. And the last is availability of obsolete scrap. And a good 

example of that is watching the New England market through the winter months. Scrap is not flowing and the 

prices tend to come up, basic supply and demand. 

 

This slide, I particularly like because it gives you a flavor for what we have been experiencing in the – on the 

ferrous side of the market in the last – really, in the last year. And what you will see here is the gap between the 

Heavy Melt Steel, which is the red line, and iron ore, started to get kind of out of wack. The historical average has 

been about a $165 spread. And it's started to grow up to about $230. So, we did expect about a 10% to 15% decline 

in the HMS index, that wasn't unexpected. What kind of created a double whammy effect was the quick valuation 

of the U.S. dollar. And that instantly started to drive the export markets, and that negatively affected our pricing. 

 

When you look at non-ferrous, it's a very similar story. And our benchmark, what we really trade our contract 

against is the red line, which is old cast aluminum. Even though our product is a mix of non-ferrous, we trade 

against an index called Old Cast Aluminum. And we track that versus prime aluminum. So, in this particular case, 

they were converging, so prime aluminum and scrap aluminum were getting a little too close in price. So, we 

expected that to open up a little bit. But the bigger influence again is the valuation of the U.S. dollar. The one 

driver on non-ferrous that you don't see on ferrous is the fact that non-industry players can take financial 

positions on metals futures when it comes to non-ferrous. That is a driver that isn't immediately depicted on the 

slide. 

 

We can't control the commodity markets. Nothing we can do, I mean, I've had to say that to myself every month 

for the last 10 months. But the fact is, we can't control commodity markets. But what we can control is the amount 

of material that we pull out of our ash. We can control the quality and we can control the quantity. So that's where 

my team is focused. And I think you'll see by this graph, this bar chart, that we're extremely focused on it. 

 

In the last four years, we've actually captured 100,000 more tons of combined metal. Think about that, 100,000 

more tons. We started with a baseline of just over 400,000 tons and we're well over 500,000 tons. So what's the 

significance of that? If you put that in equivalent statistics, that's like taking every plant in our fleet, and we're 
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averaging 16 more cars per week that we're pulling out of the ash. That's astronomical. I mean that's a number to 

be proud of. Think about that, 16 cars per week across the entire fleet on average. 

 

Additionally, for the non-ferrous, we've more than doubled down on the non-ferrous. We went from roughly 

15,000 tons a year. We're going to be pushing up to 35,000 tons this year, all that material roughly at $1,000 a 

ton. That's the equivalent of 25,000 aluminum cans per week. So the equivalent statistics are extremely 

impressive, and we're very proud of and we love this graph. 

 

The other thing I mentioned is we have zero cost of goods. And on top of that, these are avoided disposal costs. If 

we're not pulling that material out of the ash, that's actually disposal cost. And these 500,000 tons would have 

represented $16 million in operating expense. That doesn't show up on our revenue line, that $16 million as an 

operating expense savings just from pulling these out. The additional 100,000 tons is worth about $4 million just 

in operating expense savings, pretty good numbers. 

 

We've accomplished about 40 projects over the last three years. We're pretty aggressive on pursuing these 

opportunities, and they've ranged anywhere from a couple of hundred thousand dollars to $10 million. And every 

one of them had a return in mid-teens or above. Some of the projects, quick magnet installations, couple of 

hundred thousand dollars, they pay themselves back by basically the weekend. Amazing progress. And all we're 

doing is studying technology and understanding how to best apply it to our system. It's not like – this technology 

is emerging. As scrap yards become more aggressive in their pursuit of increased value, technology is trying to stay 

caught up with it or ahead of it. And we're just taking that technology and applying into our situation. And so 

we're making the progress that we're doing. 

 

So this is a good depiction of how we break down – how we – really the kind of products that we talk about. So on 

the left side of the screen, these are all benchmarks from 2010. The left side of the screen is ferrous. And the green 

bars represent the tons we're recovering at those facilities prior to our investment at the facility. So on the left is 

green and it looks pretty interesting. It's not too bad. We have 40 plants and the majority of them had magnets. So 

we're starting out at a higher recovery rate, right? We are about 400,000 tons a year at the baseline of ferrous. 

 

Non-ferrous, on the other hand, which is this side of the equation, out of our 40 plants, we only had 15 plants with 

eddy current separators. And we wound up installing technology in both areas that allowed us to make significant 

progress. So the blue represents a piling up of 2014 on top of 2010. So how do we do it? On the left side, I think 

everybody in grade school played around with a magnet and the paperclips. All we did on the left side is take 

advantage of modern magnets, and going back to our plants that had magnets installed from day one that we've 

did a great job maintaining, thanks to Michael's team, and we applied technology, new versions of magnets that 

have a higher gauss, which is just their strength. And we've installed those, and literally, when I joke and the guys 

smile, they said, payback by the weekend. The payback of the magnet is very, very quick. Even in this – in the 

current market price, we're still installing magnets. 

 

The more complicated one, and maybe even the more interesting one because at the end of the day, the ferrous 

price seems about $100 a ton today, non-ferrous pricing is ten times that. There's a lot less material in there, so 

it's a lot more complicated to get it, but we're making the investments because it's clearly paying back. And these – 

the way the eddy current separator works, and I know I keep drawing out the term eddy current separator, kind of 

describe the magnet. You all played with magnets all because probably you've got them on your refrigerator. An 

eddy current separator is no different than those magnets. You take a bunch of different magnets and you put it on 

a rotor, so just picture a drum, cylindrical drum, and you take the magnets and you put them all on the drum, and 

then you go to another row and you flip the poles on those magnets and reverse them. 
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So when you're spinning that thing at 3,000 rpm and you pass material over it that is not reactive to a magnet, it 

will change the ionic charge on that particular particle. So aluminum, copper, bronze, brass, things that won't be 

get picked up by a magnet, when they go over that eddy current separator, they get so confused because their 

charge keeps changing that they repel. And it's actually pretty cool to watch. We stand all day and watch them 

because you know every time you capture that piece of non-ferrous, it's worth $0.60 a pound. And it happens all 

day long. You put these systems in, you watch this material just literally jumping off the conveyor into a nice pile 

that you can then transfer and sell. So we've made a heck of an impact, about 126% improved recovery on non-

ferrous as a whole, and we created, actually, a new product line called non-ferrous metals. 

 

Prior to the existence of this group in our first project to create dual eddy current separators I mentioned a few 

minutes ago, when we started the  program, we only had 15 plants out of 40 plants had even one eddy current 

separator. Now, we have about 14 that have two. And we're looking at ways to deploy more equipment in there 

because we know the hard part is done, getting the reconfiguration of the systems to allow you to capture the 

material was the hard part, because the plants that we operate are very big. We reduced the volume by a ratio of 

10:1. So picture the backend of the plant. They are not as big as the front-end of the plant. So when you go back 20 

years later and you're trying to get more equipment in there, it gets complex. So we – our first goal is to get as 

much value as we can, as quickly as we can, and deploy the equipment that you could fit in the space that you 

have. 

 

The other thing, we're becoming experts of our own equipment. And we have several individuals focused on going 

from plant to plant to plant to learn how to optimize the new equipment that we're putting in. And we're becoming 

our own experts. Before, we were dependent on technology partners, people that were selling us the equipment. 

Now, we've put in place a training program where we have our own people going out and visiting each plant 

several times a year, because Mike and, I think, Derek talked about the seasonal changes of the waste. Well, that 

affects the combustion process. And the combustion process affects the burning depth of the ash on the conveyors. 

So that's going to affect your ability to extract the metal out of it, because you're literally pulling needles out of 

haystacks. When you're pulling the metal out of the ash, it's exactly what it's like. Two conveyor belts going down, 

you could picture – remember that I Love Lucy scene when she's trying to pick up all the chocolates, well, we're 

doing that with the metal. And if the burning depth is too thick or the belt is going too fast or the gap is too wide, 

you're not going to be efficient. And this is money that we're leaving on the table in two ways. It's an aborted sale 

and it's an increased operating cost, because it's going to wind up in a landfill and we pay for the ash that go to the 

landfill. So, we put a heck of a lot of effort into visiting the plants on a seasonal basis. 

 

And with little, really minimal investment at these facilities, we've made significant impact on the metal that we're 

recovering just by understanding our operations better and working on – and training folks and making sure 

everybody is aware of the seasonal influences. So, these projects were done with not a penny spent, just a little 

elbow grease and team work. 

 

This slide used to be my favorite. You probably realize why it isn't anymore. But it's the same slide you saw a 

minute ago with gross revenues superimposed over it. So, what happens? I mean, we talked about the commodity 

markets and I don't want to get too obsessed and focused on that. But the commodity markets, over the last year, 

caused the decline. Even though the tons are going up, our revenue dropped about $25 million. But what you 

don't see on this slide, and the reason why I'm showing it to you, is because there's about $28 million bolstering it 

by the 100,000 tons that we recovered. We didn't recover those tons, this thing would be off the charts. 

 

Additionally, I mentioned earlier, there's also $4 million of operating cost savings that you don't see on the 

revenue line, right? So, all told, the value of the 100,000 tons that we pulled together is about $32 million a year at 

current market pricing. Obviously, this is our estimate for 2015. So, that takes into account what we're seeing now 

in commodity prices. 
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And we're not done, even though the slide might imply that on basic projects. So we've got any baseball fans in 

here? 
 ......................................................................................................................................................................................................................................................  

Unverified Participant 

 
[inaudible] (03:11:01) 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. 

Good. Hopefully, you root for the Yankees. Well, I root for the Yankees and I grew up in the shadows of Shea 

Stadium, but I'm a Yankee fan. And why am I Yankee fan? Because they have a relentless pursuit to win. They 

want to win. Someone said, but deCastro would say at all costs. We have no respect for Derek Jeter. But I say, it 

isn't at all costs. They generally make good decisions and they take advantage of the training programs to achieve 

success. So when we liken our strategy, there's four key – are you sharing a negative comment about the Yankees 

out there? 
 ......................................................................................................................................................................................................................................................  

Unverified Participant 

 
Probably. 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. 

But I love baseball. So, when we liken our four key points of the strategy, I'm likening it to a nine inning baseball 

game. So, when we look at the first point of the base project plan rollout, really, the first effort when this group 

was formed is, we know when this has value, let's deploy as much equipment as we can, as quickly as we can, so 

we get those numbers up, take advantage of the market and understand how to quickly get the tons up. 

 

So our first part of our effort as a group were to get capital investment into the plants to get the metal out, and 

we're doing it. And we're coming to the, I'd say, the sunset of it. We're basically in the eighth inning of deploying 

equipment at the plants. We got about a half a dozen left, half a dozen to a dozen projects left, and we expect to get 

that done by 2017. So, there'll be still incremental pops on the numbers, meaning the tons recovered, and ferrous 

and non-ferrous over the next two years; not to mention, we got about eight projects done this year. So we're 

making a lot of headway, but we're coming to the end of the base projects. I mentioned earlier, we created the first 

ever minus 3/8 millimeter non-ferrous material out of energy from waste. That's never been done before, and 

we've got 13 clients, 14 clients doing that right now. And that actually, we found, has a higher red concentration – 

higher red metal concentration, which is closer to $2 a pound compared to the $0.60 a pound that we get. A 

smaller fraction has a higher red concentration. So we're studying the material as we go, so we can optimize and 

get more of it, but still coming close to an end. 

 

So we're moving on. We're moving on to processing metal. The first effort, as I said, was get as much as you can. 

For non-ferrous, now that you've got it, what can you do with it? You're making a lot of material on the ferrous 

side, and we already showed you on the slide that showed the tiers of scrap, they were basically at the bottom of 

the barrel, how do we get to eliminate the next two steps? How do we get to go mill direct? What do we have to do 

to go mill direct and get those two steps of value back in Covanta shareholders' pockets? So we're working on that, 

and I'm going to share with you how we're going to do that. We're exploring the same approach on non-ferrous. 
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We've been happy with our buyer. We've been happy with our partner. But the fact still remains, we have to 

understand the components of value in the non-ferrous, and I'll depict that to you. 

 

Enhanced metal. We found by studying our equipment, as I said, the first step of it was put a lot of equipment in 

it. So then we went back to measure how we're performing. It seemed like every time we looked at the ash, even 

after we put the equipment, even though we doubled and almost tripled our non-ferrous recovery, every time we 

put it under a microscope or brought it into a lab, we found there was still opportunity. And the latest opportunity 

is stainless steel. A lot of our larger plants have stainless steel. And if you know anything about stainless steel, it 

isn't going to react to a magnet, and generally speaking, you're not going to pull it out with an eddy current 

separator. So, I had sent my team of people that I've painted a picture of for you, sent them back to the technology 

text book, and we found a thing called the sensor sorter. It's actually used on – in MRF on front-end processing. 

And it's never been installed in continuous operations and in energy-from-waste ash application. So, I'm going to 

show you how we did that and what we're doing to evaluate. We put the first one in at Hampstead and I got a little 

video that I'll share – not to be outdone on the videos – I'll show you a video on it. It's pretty neat. It's exciting to 

watch. And we're already working in parallel, we're banking on success. So, we're not waiting to just sit there and 

evaluate it. We got engineers working on designing the next three systems or four systems that we can put in, 

banking on the fact that we're going to be happy with the sensor sorter. 

 

And then the last thing is ash reuse. I like to say to my team, and they're probably tired of hearing it, there's a 

hundred million reasons why we got to get to ash reuse. And that hundred million reasons why is because that 

represents the exact operating expenses that it costs us to dispose of ash. We make 5 million tons a year of ash. We 

pay to dispose of it. We know in international circles, many countries are able to use bottom ash in reuse 

applications. We heard one of our clients today excited about using bottom ash in reuse applications. 

 

What we're dealing with in North America is the fact that our ash has to leave the plants, generally speaking, as 

combined ash, fly ash and bottom ash together. So, we've seen technology all over the world that we believe will 

help us reuse bottom ash. But we're trying to figure out whether that technology will work with combined ash as 

an input. And we're vetting four technologies as we speak. So this goes back to what I was talking about on 

creating – upgrading products. Within the next two months, we will be starting up our first ferrous processing 

plant in the Greater Philadelphia market. And we carefully selected, just like those folks picking off the garbage 

can, we carefully selected screening and sorting technology that we are deploying. So we are not shredding, we are 

basically taking state-of-the-art screening and sorting equipment. And we're going to take our ferrous and run it 

over this equipment, and we're going to separate it into different products. By studying the ferrous – and we 

actually had a – one of the kids from the operations who grew up in a scrap yard, he literally gets tears in his eyes 

every time we walk past our ash pile because he knew we're losing value. He's raised on understanding value. We 

had him canvass all our facilities. And we looked at our ferrous and we determined that there's about 1% to 3% of 

our ferrous is actually non-ferrous. So you go from $100 a ton to – $900 to $1,000 a ton just by knowing that and 

separating that equipment. And it's not that complicated to do. 

 

So we're going to be setting that system up. We are constructing as we speak. We will be in operation in the next 

two months, and we are very excited about it. And a couple of things to point out with regard to this facility is we'll 

be upgrading our quality of buyer. When we had to deal with some of those middlemen, there's credit risk, there's 

other things associated with it. We are making a better product. And because we are making a better product, 

we're going to have a better array of buyers. And the site that we selected will actually have bulk export 

capabilities. So it's a gated site, we don't have any neighbors, we have rail access, truck access, and we're literally a 

football throw away from the port. So we'll be able, I said earlier, remember what I said, by the end of the year – 

I'm hoping that by the end of the year, we will be able to send our first break bulk cargo to international markets 

from our own facilities with nobody else in the middle. We're excited about that. Similar evaluation is underway 
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on the non-ferrous system. So let's – well, this is actually our stainless steel. There's no sound? Okay, so let me 

describe this to you as it continues to operate. 

 

Remember I talked about we went into town with the sensor sorting technology and we applied it. This has never 

been done before in energy-from-waste ash. And believe it or not, this is downstream of an eddy current 

separator. We – at our Hampstead facility on Long Island, we put in a retrofit where we had two eddy current 

separators, and we split – we screened to 10 millimeters at three-eighths of an inch. So both those streams run off 

eddy current separators. But by studying the material, we found in the 10 millimeter plus fraction or the three-

eighths plus fraction in the rejects of the original eddy current separator, there is a good percentage of stainless 

steel and other metals that were missing. It's just not reactive to an eddy current separator. 

 

So we went out and found a sensor sorting technology, and we put it in, and the way it works is pretty simple. 

You're looking at the end view of it or an angular end view. It's just like any other conveyor. This table, if I were 

standing on it. There would be a coil underneath the belt, you can picture a belt conveyor, the Lucy example. 

There will be coil underneath that you put an electrical charge to, and there's sensors above it. And anything that's 

metallic, whether it's non-ferrous or ferrous, will break that current, that will  break that plain as it passes over 

that coil. 

 

And because the sensors can tell the speed of the conveyor, across the width, it knows the proximity of that 

individual piece of metal, it can calculate where it will be when it comes off the end of that conveyor. So it deploys 

– if you see those explosions, it deploys nozzles that are 25 millimeters apart; up here, you will see an occasional 

explosion. What that basically is, is an air jet that's operating off that sensors that times where that material would 

be, and it just blows it into a pile. And it's really interesting because we went into this assuming that we would 

only get stainless steel. And coming out of it, we're finding we're getting a lot, we're getting a lot of other stuff. 

We're getting small pieces of copper wire, things that we would never be able to pick up on the eddy current 

separator. It's absolutely fascinating and that's why we're – want to really study this. It's far more complicated 

than an eddy current separator. The devices I talked about earlier are more – they're plug-and-play. These require 

maintenance and more focus. So we really want to understand this before we just roll them out everywhere, but 

initial feeling is very exciting. 

 

So can you pick that up or you're picking it up – it's hard to maybe see without the sound, but there goes one right 

there. Every time you see that thing blowing – now in real-time, this thing sounds like a machine gun. And you 

can basically dial in. You should stand there and watch it, it's just firing on its material. 

 

We built this system in less than five months. And within the first week, first week and a half, we had our first 20-

ton load ready to ship at great value, roughly $800 a ton, so good opportunities for us. There goes another one. 

 

So what are we talking about on non-ferrous? Now, we said we're going to look at upgrading our material. We 

showed you an example which will be starting up in two months on the ferrous side, but we're doing on the non-

ferrous. And this slide really depicts – it's a good example why we need to consider this. This is what the mixed 

non-ferrous looks like coming out of our plants. Whether it's plus 10 millimeters or minus 10 millimeters, it all 

looks the same. But when you take it and you separate it, and you apply technology to separate the valuable 

components, you come up with five potential products. 

 

First is the heavy red metals. So, we know by studying the material that whereas – depending on the fraction size, 

we're somewhere between 15% to 25% red metal. Well, we're getting paid based on aluminum index when red 

metal's anywhere from $1.50 to $3 a pound. So, we know that there is value in separation. We just got to 

understand how we're going to do it. 
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The lightweight metal is what would be remaining, the remaining aluminum that would be legitimately old cash, 

scrap aluminum. So, that's no change. But these next two products are pretty interesting. We have the ability to 

recover coins, and actually, it sounds ridiculous, but the amount of coins that you see, particularly since we put the 

minus 10 millimeter systems in, is astounding. You can go through that pile of non-ferrous and pick up coins all 

day along. We have one facility that actually does it at the plant. That one facility averages about $25,000 a month 

in coins. 

 

That sounds crazy. Because coins are worth – if you take quarters, dimes and $0.50 pieces all made of the same 

metal, you can send them back to the mint. They're going to be in decent shape. They're over $19 a pound versus 

$0.55 to $0.65 a pound for the combined material. So, clearly, we got to understand how we can do it, the capital 

cost to do it, and the operating cost to do it, because there is clearly value. And right now, somebody else is getting 

it. 

 

The next thing is jewelry. We've actually joked around, and maybe if we have anybody who is getting engaged, 

we're thinking about opening up a used jewelry shop because literally, you spend five minutes with this system 

where we process this, because we've already processed loads, within five minutes, every one of these fingers on 

my hand had rings on it. And there is no watch band. I don't know what people are doing, why they're throwing 

out Rolex watches, but there is more watch bands in this material than you can ever hope to imagine. And the 

reality of it is, you could say, well, maybe it's cheap watches, maybe they don't care. Well, it's coming out in the 

heavy pile. I mean, the specific gravity is greater than four. I mean this got to be good metal, not cheap metal that 

come out in that pile. It's really fascinating. You could see we are getting excited about it. And the last thing is 

stainless steel, but the stainless steel, of course, you're going to pick that up with – we can do that at the plants by 

picking up the sensor sorter that I showed you previously, for what is also in that material, I mean, utensil – the 

amount of utensils in the waste at certain plants is also astronomical. There is sterling silver in there as well. It's 

not just cheap forks and knives that are stainless steel. We actually bought a Niton gun where we can measure the 

elements, and we're finding that is – there are actually quite a bit of valuable – higher valuable metals that are in 

there that are being thrown out as utensils. So, maybe we are going to have a antique store, too. I don't know, we'll 

see. 

 

So, let's get to ash reuse. So, I said earlier that there's 100 million reasons why we need to concentrate on ash 

reuse. And I said this really when our group started four years ago and everybody kind of chuckled, oh yeah, you'll 

never get that done. We're actually at the point where we've seen internationally, virtually everything that you can 

do with bottom ash, and the countries that allow you to reuse it and the countries that don't, and the reasons why. 

And we're vetting several different technologies today to determine how we can best do this on a combined ash 

basis. So, we evaluate now. We put together a team to focus on it. Now, we don't want to focus on that until you 

get all the metal out. The one obstacle to reuse ash is where – the locations where you're going to want to reuse it. 

They don't want the metal in it. Well, that happens to work to our advantage, right, because we want the metal 

revenue out. So, the timing of putting together the team today to work on the ash reuse makes logical sense from a 

strategy point of view. We added a Ph.D. and he actually has quite a bit of experience in the concrete business. So 

our target market, ideally, if we could separate our ash into sand and aggregate fractions would be to move those 

into concrete. We also hired a research engineer. We like to joke around, she has more degrees than a 

thermometer, and she is making quite a bit of impact on the rest of the team and really doing quite the research as 

needed to determine how we'd best do this. So, Paul, wherever you are in the room, we are looking forward to 

seeing how we can work to further the Dade progress on reusing the material. 

 

I'll talk briefly about the fractions, the targets that we have ideally. A lot of folks, internationally, focus on roadbed. 

I like – and it's always an option, PASCO's had success with it, we'll probably have some success on a smaller basis 

around North America. But I think the bigger option for our material is to create a clean sand and clean aggregate. 

I have seen it done with bottom ash. It's not going to be 100% of the ash, no, but I do think you can get high 
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percentages of the ash into clean products that you could reuse. That represents, again, when you look at $100 

million a year on operating expense to get rid of this material, it could make a significant impact to the company 

and I am very bullish on it. 

 

So in summary, I hope – my goal at the start was to convince you that we're actually making significant progress 

on developing, really, a sustainable business plan for the metals business. We invested $70 million to-date and we 

have a very attractive rate of return. We still have a few systems left to go, I ticked up 0.3 times, that will be 

wrapped up by 2017, and a higher recovery rate is certainly protecting us, protecting our downside. And we'd be 

way worse off if we didn't recover that extra 100,000 tons a year. 

 

Within two months, we will be processing in the Philadelphia area, so we'll have visitors down there. We're going 

to make a great product and we'll be able to first – we will be able to compare the bulk export markets to domestic 

mills. And believe me, there's rumors all over the industry, what we're doing. And we're getting a lot of phone calls 

from steel mills that are interested in our materials, so it's amazing how it works. 

 

We didn't have a bullet and a gun before on negotiating because our quality was suspect. We needed other people 

to clean it, and we will take care of that ourselves, initial covered by 20% of our portfolio. And then the enhanced 

metals. We're working to evaluate the stainless steel and mixed metal concentrate that we can get off the sensor 

sorters, and we want to see how well we can do that and how quickly we could roll that out. And it probably makes 

sense at our bigger plants. And we'll take a 200-ton a day plant and likely put that in, we will concentrate it on 

bigger plants. And then ash reuse, hopefully, you got the feel that with the ash reuse, we're dedicated to it. We're 

vetting technology, and we believe that there are high percentages of bottom ash will be able to be reused. 

 

So, with that, I thank you for your time and look forward to questions. 
 ......................................................................................................................................................................................................................................................  

Matthew R. Mulcahy 
Senior Vice President & Head-Corporate Development 

Thank You, Steve. I'm Matthew Mulcahy and I'm Senior Vice President and Head of Corporate Development for 

Covanta. I've been with the company for 25 years, held a variety of positions, both on the business and growth 

side. And today, I'm going to have the opportunity to talk to you about our growth strategy, and how we're going 

to create and develop the pipeline of projects for future growth in the company. 

 

One of the things I'd like to tell you is I had the privilege of working with all aspects within the company. I have no 

videos here. The guys who do have the videos, it's because of the work we do upfront that creates the videos for 

them. And so we get to sit here and we get to look at the fruits of the hard labor that we put in upfront, and that's 

what people really don't appreciate and understand. There is years of work that goes in upfront. And the clients 

can tell you, when they have their publicly owned facilities, they do all the upfront work and they know how hard 

it is. But we are committed and we are dynamic, and we are really excited about what the future brings. 

 

And I think it was Alan who started at the beginning and said, we haven't done this in eight years. Well, one of the 

things we haven't done is sit here and talk to you about our growth strategy. And with Steve coming on board, one 

of the things he told me was, we need to communicate what it is, we have a good strategy and let's make sure 

people understand it. That said, there are lot of things I can't talk about. And so, what I try to do is strike a good 

fair of balance that will give you more information than you've had in the past, talk to you about a couple of new 

things that we have in our pipeline, and understand how it is that we're going to execute on that. So with that, let's 

get started. 
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First thing is I'm going to talk quickly about how we set our strategy, and then I'm going to talk to you about some 

of the drivers that we see in the energy-from-waste market today, and those are drivers that are important to us. 

How those drivers then translate into the particular market focus that we are going to have, and that word focus is 

really important as I move through my presentation because I would tell you, if there is one thing that I would tell 

you that has changed over the years, and in particular, in the last two years, it's focus. And then lastly, we're going 

to talk about a couple of case studies, both past and future, that will show you that this strategy will bear fruit. 

 

Okay. So first, our market strategy. It's one built on a portfolio, no one thing in terms of an activity is going to 

build that strategy and have success. We look at it as the four pillars of the strategy. The first one is what we refer 

to as tuck-in M&A activities. And these are single-asset acquisitions like the Camden facility, or single-asset 

acquisitions that we're doing in the industrial waste space right now. 

 

The second one is large scale M&A. We are aggressively pursuing this avenue and we look at every opportunity 

that comes to the market, and we will be very proactive in this arena. 

 

Next, project enhancements. You heard Sami talk about things he's trying to do on the energy side, you heard 

Mike talk about things on the operations side, you heard Steve talk about things on the metal side. We work with 

the operations and engineering teams and energy post to try to see where we can extract additional value of our 

existing assets. 

 

Last and certainly not least is what we refer to here as project development. Many people also refer to it as 

greenfield development. And we are going to spend some time on the backend about our particular strategy 

focused around that and the process that we're going through. 

 

Next, let me just talk quickly upfront about our M&A strategy. And while we don't talk about particular 

opportunities and things that we are looking at, I did want to just at least put a slide up here to talk about how we 

go about it and what we're looking at. And so I referred to the tuck-in strategy before, and we have had good 

success with this in the past, we have really ramped up our efforts to support the aggressive growth that Derek 

spoke about on our environmental solutions platform. We had two companies that we've already acquired. We 

have another several that are in the pipeline to help achieve and make sure that we're successful on the targets 

that we have put out there. We've done a great job doing a lot of the upfront work in understanding what that 

market potential is and where those companies are, and how they fit within our geographic footprint. And that is 

what is going to allow us to continue to be tremendously successful in the coming years on that aggressive 

strategy. 

 

And then lastly, we have the increased utilization of our existing assets. Those are things like transfer stations, 

where we can add some additional value to the portfolio. And then last, we have a very disciplined pursuit of large 

scale M&A. And what I would tell you is there is no asset that goes on the blocks in the energy-from-waste arena in 

the world where we don't get the phone call to say, would you be interested? We receive those phone calls and we 

will consider everything, and we'll go through our evaluation and our criteria, and make sure that it meets all the 

hurdles and objectives that have been established by the internal team, and Brad will actually talk a little bit more 

about that later. 

 

Okay. So now, let's get into some of the market drivers that help formulate the strategy that we've put in place for 

the company. And there are four key things that I want to identify here today. There's pages and pages and pages 

of strategy that we have for the company. And so we try to boil this down and make it simple. 

 

First is, are there favorable government policies? And we look at this and we say, are there landfill diversion 

strategies? Are there policies that promote renewable energy and promote energy-from-waste as renewable? 
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Second, landfill space and land. Are there areas where landfill is becoming out and there is no more space, and 

there is a shortage of land? You'll see this particularly in Europe, and the Iowa Nations is an area that you – we 

constantly are looking at, and frankly, we see as a nice opportunity in the future. Those tend to be smaller plants, 

but we think that we have an opportunity there. 

 

And then, urbanization, this just yells of China. And as you see, other countries going through an urbanization. 

You see our portfolio in the U.S. is built around those large urban areas. We're seeing the same thing globally, and 

so we take a focus on that. An area that you may be sitting there saying, haven't heard this before. There is an 

aging international group of facilities. And some of those facilities are 40-plus years old and they are not very 

efficient. They don't have the energy output in some cases. And so, in Europe and in Asia, there is a potential 

opportunity in the coming years to participate in rebuilding those facilities. 

 

So if we take those – if we take those drivers, what does that tell us? Where does Covanta want to participate in 

the market? And what I want to do is – we'll start going through this chart for a second, but what you have on the 

vertical axis is increasing regulations, and then on the horizontal axis, you have an increasing per capita GDP. And 

what we have learned over the years is that there is a very strong relationship between the waste market maturity 

and GDP per capita. 

 

Down in the lower end of this chart, you essentially have developing economies. And let me back up for a second, 

what does market maturity level mean? How functional is the market? Is it well defined? Is it a market where you 

have a collection system, recycling system and more separation? Down in the developing economies – sorry, 

wrong button – you do not have that. And you don't have a collection system, you don't have source separation. 

And it's really a free for all on the waste side. Most of the waste is picked through before it even ever gets to a 

disposal site, and there are no policies or regulations, and there is no financial commitment to solid waste 

disposal. As we move up and we get more regulation and we have increasing GDP, you have a more mature 

system. People have made a conscious decision that they need to collect the waste, they need to do some form of 

separation, and that there are the regulations to help support that. 

 

Mature markets are those that you see in Europe and you see here in the United States, very mature, lots of source 

separation occurring in the form of recycling to getting food waste separation, and you're having policies that 

really support this, and frankly, mandated. 

 

What we want to do is we want to play in this part of the market. We want to find these opportunities where you 

have certain elements of those markets that are getting more and more mature and you have the policies to 

support that. What we are doing is we are not playing in this market. And to be very clear, there isn't a day or a 

week that goes by that I don't get a phone call from somebody in India or Africa or South America that says, I got 

the next greatest deal for you. And you know what, India has millions of tons of waste. I'd love to do projects there. 

But there isn't a chance that we're doing a project in the next five years to 10 years because there is no form of 

regulation, there is no policy, there is no collection, and until you do the rest of it, until you make the financial 

commitment to the market, those projects aren't going to go forward. There will be one or two here and there to 

get done because people are willing to invest the capital, but it's not where we're going to waste our efforts. 

 

Now, let's take that and let's look at selective market focus. And so what I've tried to do is on one slide, boil this 

down to an assessment criteria and looked at eight geographic regions across the world. And the more blue means 

the more mature or the more favorable it might be. 

 

With that, I've highlighted four geographic regions that we, as a company, had determined we want to either 

continue to be active in or be active in. And so let's start all the way over in North America and work our way over. 
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As you can see, North America has – it's investor-friendly, it's got a market that's accessible. What it doesn't have 

is it doesn't have great growth potential. And that is directly correlated to the government support. And until the 

United States steps in and starts to put a landfill tax in place or puts other anti-landfill policies in place, which, 

frankly, we're getting encouraged because we're starting to hear more and more conversation about it, we aren't 

going to see the growth in that marketplace. And so we will always participate in this market because we have 41 

facilities here today, and we'll continue to work hard and make it so that those policies are in place because there 

is great growth potential here. 

 

Europe, you heard about the Dublin project, I'm going to talk a little bit more about that. A couple of years ago, we 

made a strategic change. And when I took responsibility for the group, one of the things we decided was, we were 

not going to put large overhead in place and go and chase greenfield development. We were going to make the 

conscious decision to try to step in later in the process. And I have a slide at the end where I'll try to explain that in 

greater detail. We're going to be very efficient, I think Steve mentioned it early on in his presentation. It's about 

being efficient and trying to eliminate the upfront risk that we have. 

 

In Europe – and one of the things I want to come back to is how you participate in it. We're going to use the 

Ireland project as the base for finding other opportunities. And while we have stepped out of the UK, we will be – 

we are still there, we are still an active player, we are looking for opportunities, but it won't be the way we did it 

before in terms of greenfield development. 

 

Next, I'd like to talk about Australia. This is a market we haven't talked about before. This is a market that falls 

into the lower quadrant of the sweet spot for Covanta on the previous slide. Why is that? Well, it's got great growth 

potential, it's investor-friendly, and it is getting increasing government support. Two years ago, you would have 

seen a quarter of the box highlighted in blue. They put a landfill tax in place and they are promoting the use of 

energy-from-waste. There are probably 10 identifiable projects in Australia right now and we have decided to 

participate in one, and we'll talk about that later on. 

 

So as that market continues to move, we're also seeing that it's becoming far more mature. And that's because you 

have the government policies that are going in place and people are recognizing the true value. They are really 

caring about the land and saying we should minimize it. It also has to do with the certain urbanization issues that 

are occurring within Australia. 

 

Lastly, Asia, great, great growth potential. And on the next slide, I'll show you some of that particular growth. 

We've been in China. We have had successful investments in China. We've done it under – through a very 

managed and controlled process with joint venture partners, and that's the way that we will continue to move 

forward in that market. What I've done on the bottom here is just try to explain to you some of what I've talked 

about before. 

 

We're not going to go it alone in these markets. In the United States, in North America, we're very comfortable 

going it alone, but we also are not opposed to doing it with partners. You'll see that in China, Australia and the UK, 

partners is where we want to be, and we want to take advantage of local presence that these partners bring. We 

also want to work with local developers who will do the upfront work and take the risk, and then we'll come in 

later. And of course, M&A in Europe and North America are going to be the primary focus for us. 

 

Okay. So just very quickly, I wanted to show you that 85% of the global capacity from energy-from-waste is 

concentrated in 10 key markets. All but one of the markets I showed you on the previous slide are in this top 10. 

Australia is not one of those, but as I pointed out, it has – it's increasing in maturity, increasing in support and 

regulations, and has a number of projects that are readily identifiable and worthy of consideration. 
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I referred to particular growth that is driving the market on a couple of previous slides, and across the top, you 

have the Asia line that's being driven mostly by China, and then some activity that you'll see in Japan in the later 

stages of that growth trajectory. You'll then, of course, continue to see Europe. As they continue to roll through the 

programs, the EU Directives, that are focused on the proximity principle, which says that you have to dispose of 

your waste where you generate your waste, and that is no different than what China has done when they say each 

province has to dispose of its own waste, you can't ship it across the borders. 

 

What you see is North America is fairly flat and not a lot of growth. And again, that could change if policies fall 

into place. What I really wanted to show in this slide was down here. And this goes from my point I made earlier. 

India, Brazil, Turkey, Indonesia are not countries that we're going to waste our time in. We'll let others do that, 

we'll let others do the work, and if we – if the markets develop, we'll step in at that time. But again, it goes to just 

making sure that we stay focused on what it is we want to accomplish. Okay. 

 

I oftentimes get asked the question. And I know for those of you that follow the Dublin project, we oftentimes 

sense frustration that people weren't really hearing about how long things would take. And for those of you who 

know me personally know that patience is not one of the greatest virtues that I have, but in this business, you have 

to have patience. And what we've done here is to just take a 1,200 ton per day facility and said, let's look to three 

primary regions where we have worked before, and to just give you an idea on how long it can take to bring a 

project to fruition. 

 

So what – in North America, you look at 10 years. And so much of that time is in these upfront years where you're 

doing development work. And this is where you're trying to – a community, a county, a state is trying to formulate 

a project, they are going through the process to say how – what do we need, how much do we need, and particular 

people then step in and make a proposal when they request it from the communities. You'll see that China gets far 

more efficient in that process, as does Western Europe. What we're doing is we're saying, we really would like to 

step in when a project has been awarded. This is where all the risk occurs. Now, you can have things that occur in 

Dublin where you have a financial crisis and it really delays things. But it's all this time upfront, it is really at risk. 

And so we are trying to eliminate that and come in when a project is truly defined. 

 

It might cost us a little more to get in upfront, but it's well worth the effort. And we think there are enough 

projects where we can do that. Why? It's because you heard Jim Warner say, we're the best at what we do, and so 

people want to call and see if we're interested in that. So we're going to use that as one of the tools and one of the 

reasons for getting involved. 

 

Australia, exactly what happened. Three years ago, we got a phone call and we answered it, and we said, describe 

the project to us. We set out a whole series of criteria and said, we'd be involved if you do the following. And that 

results in an executed agreement. You'll also see, just quickly down here, we put in what the average CapEx would 

look like. China, we've got to be involved in that market; you'll see tend to be smaller CapEx projects, and 

therefore, a smaller financial reward. But the projects happened quickly, which is really attractive. 

 

Okay. Let me give you a couple of case studies. And Dublin, I had referred to before, and if people walk all the way 

back, Dublin actually was awarded in 2002, and Covanta didn't step in, in that project until 2007. And so that was 

well after the permitting process had commenced, and the project elements had all been defined and identified, 

and we took it and started to move it through the permitting process, and then when we were ready to commence 

construction, the financial markets went into turmoil and we were forced to restructure the contract – excuse me. 

This is where we want to play. And we're going to use this model as we look at other opportunities. 

 

What I'll point out to you here is we worked, we've gotten the projects into construction, we've hired a General 

Manager who is now on the ground there. He is responsible for securing all of the waste and making sure that all 
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the construction activities are done in accordance with the contract, and making sure that when the construction 

group hands it over to operations, that we are ready to go and we're ready to fulfill our contractual commitment. 

We're making great progress on all business elements of the contract, and we're really excited. The waste markets 

are exactly as we anticipated they'd be. We are fielding a lot of inbound phone calls from participants in the 

market, and we're very pleased with the progress that John Daly is making there for us. 

 

I mentioned Australia. The project that we have – we executed agreements last week to formally bring Covanta 

into the project, this is a 400,000 ton per year project, 35 megawatts. It's underpinned by a long-term waste 

disposal contract, as well as a PPA. Permits have been submitted and filed for this project, and we expect to 

receive permits in the coming months. Covanta entered into agreements with both Phoenix Energy, who is the 

local developer, who has developed the project over the course of the last four years. John Laing, a large UK 

infrastructure firm, is going to be the other equity participant. 

 

Covanta will be the majority shareholder, as well as the operator for the project. We're not going to get into a lot of 

discussion about the financial elements of the project or the timing other than I would tell you that we look to 

have a lot more information in early 2016 about this project. 

 

I also mentioned that there are 10 identified projects in Australia. We're going to use our relationships with 

Phoenix Energy to pursue some of those other projects, but we're going to allow Phoenix to do that on our behalf. 

One of the things that Steve has laid out for us and our goals and objectives as we enter into new markets, he 

wants to know that there is more than one opportunity there. And so if people say, well, why all the way to 

Australia? You know why, there aren't many projects like this that we can find around the world and where there 

is a market that's maturing and emerging, and this project is going to be the footprint, and we're hoping to be a 

first mover. 

 

Lastly, let me just quickly talk about two projects that's centered around that existing asset enhancement 

opportunity. You've all probably heard about the Indianapolis Advanced Recycling Center. This was a proposal 

that we made to our Indianapolis client last year, and really, the underpinning for that was, how do we get a 

contract extension for the existing facility? One of the things we noticed was that Indianapolis has a very low 

recycling rate, single digit. They have no formal recycling plant in place. And so we spent the time understanding 

opportunities in the marketplace and understanding technology, and decided that this is a good investment for us 

to make while helping our client achieve sustainable goals that they have set, and so, this will be a 300,000 ton 

per year facility, it's going to process mixed municipal waste. 

 

So the same trash that is coming into the facility will come through the arc and it's an additional capacity to what's 

already there, and we will recover paper, plastics and metals and any other items, and we will own and operate 

this particular part. We have filed the permits for this project and so we're waiting for permits and we're waiting 

for the City of Indianapolis to clear the challenge that has been filed by a couple opponents to the project. 

 

Lastly, I'd like to talk about Huntsville, Alabama. We have a facility down there today that produces steam and 

export that steam to the Redstone Arsenal, which is owned by the U.S. Army. The U.S. Army two years ago 

initiated a procurement and actively issued a request from bidders last year to provide additional steam and 

electricity to the Redstone Arsenal. We had teamed with the Huntsville Waste Disposal Authority and made a 

proposal in response to that procurement. And we hope that in the coming months, we will be able to confirm 

whether not we've been selected as the preferred vendor for that. 

 

Again Huntsville owns this facility, we would operate – we'd build and operate the new installation which will be 

an expansion of the existing facility. 
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So, let me just quickly summarize for you, and I think I've hopefully made all these points clearly. It's nice to 

finally have an opportunity to talk and communicate what our strategy on the growth side is. There's a lot more 

that goes into it than trying to put it on a handful of slides, but we are going to have very focused activities that will 

help support the strategy. And that strategy is short-term and long-term growth, not just – we need to keep filling 

year-after-year-after-year, and it's a combination of that M&A activity as well as development that will help secure 

that continuous growth. 

 

We are very aggressive on the M&A side of the house, and that focus has now turned into the – a two-pronged 

approach, with the tuck-in to help support our special waste group, and the rollout of that program. And then we 

will continue to aggressively pursue and evaluate larger scale transformational opportunities that come our way. 

 

Finally, we are going to be very targeted. We're not going to stray until and unless I can justify it to the executive 

team that we should. And so, with this very targeted and strategic approach, we're not going back to the old way of 

how we did things with putting big teams out in the global marketplace and incurring a lot of overhead cost. We're 

going to be streamlined, we're going to be focused, winning as partners who will incur that cost, and then we will 

step in later in the process. 

 

So with that. I'd like to turn it over Brad, and I appreciate all your time and as you could tell, we're very excited 

and passionate about the growth opportunities we have in front of us. 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President 

Thanks, Matthew. You always hate to be the person before lunch, you could literally smell the lunch. So it's – not 

very good. But quick housekeeping note before I get started, we're running, I guess, about 45 minutes late. So we 

have a pretty big block of time already in the schedule for Q&A at the end, we don't have – we have at 2 o'clock on 

the agenda, we don't have a hard stop on that. So we'll just, to the extent the people have availability and you've 

questions, we want to make sure that we have the ability to spend plenty of time on that. So there is the [ph] Flex-

Force (03:58:13) at the end. 

 

Before I get started, I would like to recognize Alan and Claire for pulling this event together. Thank you. I think it's 

– anyway, I hope – it's a comprehensive, you find it comprehensive and useful, deep dive into the company. This 

group here, they have a lot going on, and for Alan to coordinate everything into what I hope is a cohesive story 

that's easily consumed, that was a great job. And we've been talking a lot about cost efficiency and if you know 

Covanta, know our culture, you probably did a double take when you saw that were hosting this at the Four 

Seasons. As we held our shareholder meetings in our training room in our office at Morristown, New Jersey. But 

he scheduled it right in the middle of August. So I was glad that we still got a full room and you're drinking tap 

water, so we're doing this efficiently. Anyway, thanks Alan. 

 

Well, I'm Brad Helgeson, CFO. I've been with the company for eight years now. I joined the company as Treasurer 

in 2007. I've been CFO for the last two years. Just thinking about what I might say quickly about my background, 

actually Jim Warner asked me last night, as he had mentioned, he has been around the company for decades, 

really, and asked me how do you like the job, what do you think about Covanta? I said, yeah, great company, blah, 

blah, blah. What it is I thought about that, I think one of the great things about my job is you know the CFO 

position it is one of notorious short shelf life, it's a very interesting position. But the good thing about Covanta is, 

from where I sit, is I have lots of problems, if you will, lots of issues, but they're all good problems. With the 

operations team, with our cash flow, for us it's all that about optimizing. How do we grow, how do we optimize 

things, and that makes it fun. 
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So I'll get into it. What I am going to do today, I'm not going to get into super detail on our near term results, so 

we go through that, obviously, quarterly on our earnings call, but what I am going to do is, at a higher level, 

looking both backwards and forwards, really address some key topics, key questions that I know are front of mind 

for probably everyone in this room. So, specially, first, I'm going to look at our historical financial performance, 

I'm going to look at what I'm calling here and I'll walk you through it, our baseline cash flow that underpins our 

dividend. I want to present a little bit of a different view on cash flow than we have in the past to certainly the 

public investors, public side investors and really demonstrate how there is an underlying baseline of cash flow 

that, regardless of commodity prices, underpins our credit and underpins our dividend. 

 

I'll look at our financial outlook, we're not going to be coming out with specific targets for 2016, we will do that as 

we typically do, at the beginning of the year. But I'll talk about a roadmap for how to model Covanta, how to think 

about Covanta long-term. And also talk about as our exposure to commodities increases, what our sensitivity is to 

commodities in the future. And then, finally, I'll talk about capital allocation, really I think at its core, everything 

that's been talked about today is at the end of the day, really, all about one thing which is generating capital and 

then us figuring out how to allocate it efficiently to maximize shareholder value. So, I think it will be fitting way to 

wrap up the day. 

 

So, before looking forward, we'll start by looking back and specifically take a simple sort of five-year look back and 

I'll bridge 2011 to 2015. On the surface, it's not a good story. Our adjusted EBITDA were down a little over 10% 

over that time period. So, I'm sitting where you all are, it raises a couple of questions. Number one – potential 

questions. 

 

Number one, is this business really as steady as you say it is? And number two, we've been talking a lot about, 

really throughout, a lot of the growth investments we've been making, a lot of the growth investments we're 

looking it to make, where are the benefit those? So, I'll take you through this, because there are some key 

variables, where there's been some churn, and if you look through that, I think it will really help put in perspective 

how to think about Covanta going forward. 

 

So, to start off, contract transitions, been a significant headwind for us, and this come up a number of times today. 

It's represented a headwind of over a $100 million to us over the last six or seven years, since we've entered this 

transition phase of our original long-term contracts rolling off. But, we do see the tide turning there and I'll get 

into that. 

 

So, maybe lost in the – again, the headline, but the growth investments that we've made over the last several years 

really are material contributors for us now. We're contributing from those investments about $70 million to our 

results this year. And those investments have come at a very attractive overall investment multiple. There's a wide 

spectrum of investments in here everything from Steve's metal recovery systems, the investments we've made to 

grow our capabilities to bring more profiled waste into the plants, as well as acquisitions, the Camden, New Jersey 

facility that we bought a couple of years ago, we bought out the long-term lease on our Delaware Valley facility. 

You throw all that in, about a six times multiple, the acquisitions going to be little higher, a lot of the organic 

growth investments tend to be lower. Steve's magnet that's got it return back by the weekend was – yeah, one of 

the lower ends, yeah, thanks, Steve. So I think it's a really good story, unfortunately it's been a bit lost because of 

the fact that it's really gone to backfill some of our readjustment that we've had to go through from the contract 

transitions. 

 

No surprise to anyone here, we're in a weak commodity price environment. And that has impacted us. For us, 

most significantly, it's natural gas and electricity prices. It's been a pretty steady decline over the past, really, five 

years. Last 12 months metals have joined in. I mean, Steve was going through some of the drivers of metal prices 

as the entire commodity complex step-down over the last 12 months, iron ore, oil, most significantly impacting on 
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metals prices, the U.S. dollar strengthening that really accelerated the decline that we've seen recently here. We're 

certainly, given the nature of our business, 65% of our revenue is waste revenue, we're highly contracted – we're 

not impacted nearly as much as many other companies of course across the energy space and the commodity 

complex. But we're not immune certainly to this, and it's impacted us. If you compare 2011 to 2015 on a same 

store basis about $55 million. 

 

If I'm looking at a really a normalized trend and what's really going to happening below the surface, all normalized 

for our construction activity. We have construction projects from time-to-time, we had a couple in 2011 that were 

a contributor to our EBITDA, most notably our expansion of the project that we operate for the city of Honolulu. 

 

As we talked about a couple of weeks ago, on our second quarter earnings call, we're now expecting to incur a loss 

on our – the construction phase of the project in Durham, New York. So the net difference of those is about $25 

million. So if you adjust for all of those, what you're left with is pretty a steady business over the last five years, 

certainly a much steadier business, than it appears on the surface. 

 

Now our goal over the next five years isn't to grow EBITDA by $10 million, but over the last five years, we've been 

operating within what is a very muted inflation environment, given our significant detractive revenue stream, 

which are mostly tied in one form or another to inflation indices, that's really put a pressure on organic revenue 

growth. Waste market pricing, until relatively recently, has been soft over this timeframe as well. 

 

And so what we've done over this timeframe is really with that as kind of a headwind we've really focused more 

and more on cost efficiency. That really started a couple of years ago when we started to initiate programs for 

maintenance outage efficiency. We, of course, rolled out a suite of cost save initiatives last year that are benefiting 

us this year. And as was talked about at a couple of points in the presentations earlier, continuous improvement is 

going to be a major area of focus of the company going forward. 

 

So, getting into contract, transitions at a little more detail and I am really, really tired of going through this. But I 

do think we're transitioning out of it. So, again we entered a phase of transitions on our long-term contracts, really 

2008, 2009. Since that time, we've had a headwind in the aggregate of over a $100 million. The biggest single 

component of that is the portfolio of facilities that we own, that we historically had operated since they were 

constructed under service fee arrangements that are now transitioning to tip fee agreements. So, under those 

original long-term service agreements, our client, as part of the regular – the regular service fee, would pay the 

debt service on the facility, all these facilities were funded primarily with tax exempt municipal debt. 

 

So, as part of our service fee, the client would help service that debt and that – those payments flowed through our 

financials, revenue EBITDA and cash flow from operations positively. Under those agreements, the municipality 

would also be responsible for certain operating costs and the board also retained a majority of the energy revenue 

as sort of an offset to those costs that the municipality had carried. So, what happens is at the end of the original 

service agreement, the debt on the facilities paid off. So that's good, we  have a debt free facility. We own the 

facility. The facility then transitions to a tip-fee structure where we're responsible for all the costs, we're 

responsible for all the revenue, but that debt service component. Again, good thing that we paid off the debt on the 

facility, but on a reported revenue EBITDA basis, that represented a loan about a $100 million that came off the 

P&L. As originally envisioned when these deals were setup, the 90% of energy revenue that the client had retained 

as an offset against the cost of amortizing the facility, that coming over the Covanta side of the ledger, would 

make-up for the debt service going away in this energy price environment that hasn't happened. You also have, as 

another factor on these transitions the fact that the waste market has not, over the last 25 years, kept up with the 

price of inflation. So we have a service fee arrangement that marks northward with inflation over 25 years by the 

end, in many cases – not all cases, but I'm speaking generally about the portfolio, there was a mark-to-market that 
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was left there. And we also had some mark-to-markets on some tip-fee facilities on our energy contracts and some 

of our waste tip-fee contracts. 

 

As Derek talked about in his presentation, the last couple of years, in 2014 in particular, were key transition 

periods for a lot of our waste capacity in the tip-fee facilities. And as we laid out – when we laid out our guidance 

for the year at the beginning of the year, that's impacting us this year, but going forward, we're much better 

positioned as from a position of strength from that perspective. 

 

The key takeaway here, which is I'm relieved finally to be able to be saying this, but we really view 2015 as a key 

inflection point for these transitions. Where, going forward, and we've said this a couple of times in the past, we 

expect this transition, in the aggregate, to be approximately net neutral going forward. We still have a number of 

legacy original long-term contracts in the portfolio and re-contracting is a part of our business normally. So this is 

always going to be part of our results year-to-year, the contract rollovers. Then we'll have years where it'll be 

negative. But in the aggregate, the persistent annual headwind that we fought through over the last six or seven 

years is behind us. 

 

I'll spend a minute on our growth investments. I'm really focusing on the – on the ongoing investments. Matthew 

spent a lot time talking about what we're looking at going forward. So we typically don't get into a lot of detail 

financially on any particular transaction, any particular contract. But I thought it'd be useful to sort of step back, 

and look at, how we look at the general financial return parameters of the deal that we've been working on. We say 

they're accretive, we say they're good returns, well, what does that mean? Really, in all cases, these investments 

are at – well, in all cases, are discounts to our Covanta EBITDA trading multiple, and in many cases are a 

significant discounts to our trading multiple. In terms of return on capital, I laid that out here, and  just to sort of 

clarify exactly how I'm describing these, these are all – with the exception of Dublin, which is a levered return, 

based on the non-recourse project debt, that these are unlevered asset returns. Again, all north of our – well north 

of our, what we view as our minimum cost of capital hurdles, which I'll get into a few minutes. 

 

By the way, when I talk about return on capital or IRR, just to be clear, we calculate – for every investment we 

make, no matter how small, we calculate the a cash-on-cash IRR from the date of investment to the life of the 

asset, every single investment. So, pretty straight forward, that's what we're talking about. So, in addition to the 

investments we've been making to expand our capabilities, we've spent a lot of time and continue to increase our 

focus on countering the macroeconomic challenges that we're facing, with efforts to become more cost efficient. 

And we've actually, over the last several years, if you look at our total operating cost per ton, now that's capital and 

P&L expense, in real terms these plants are less expensive to operate today than they were five years ago. Mike 

was talking earlier in the day about all the work that's ongoing to invest increasing amounts into the facilities to 

extend the life of the facilities, we have aging components and systems that requires proactive investment, so even 

beyond that, even including that, we've been able to become even more cost efficient and as I hope you take away 

from today, these guys are laser focused on this going forward, probably more than anything else. 

 

Okay, so moving on, I want to talk about – represent our cash flow in a way that's a little bit different from what 

we've done in the past, at least in a public forum, and really the purpose of doing this is to demonstrate, I hope, 

how there is a baseline of operating cash flow that regardless of commodity price fluctuation underpins the credit 

and underpins the dividend. 

 

When you think about it, Covanta really is – and this is increasingly the case, Covanta really is two cash flow 

streams. So one cash flow stream is we process waste, either infrastructure assets, all the benefits of our stability 

that we talk about, long-term contracted, these are essential services. On the other hand, I mean a lot of the 

discussion today, what Sami was talking about, certainly what Steve was talking about, Steve Bossotti, is that we 

are we're going to be increasingly exposed, if you will using as a good term Sami, to commodity values. 
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And so I don't want to diminish that. I mean commodity prices are going to be a significant driver of our long-

term value going forward. But in terms of what, year-in, year-out, is going to service our debt and is going to 

service our equity, it's the baseline operations. 

 

And so, how I am defining baseline operations is for the most part, it's the cash we generate by waste processing. 

It does include some value for commodities, but values at very extreme – I'll use that term extreme low fixed 

levels, and I'll get into what those levels are. 

 

So again, these are – you know this is – the propose of this exercise is to be illustrative. And really it's just – I'm 

not helping you look at our cash flow in a different way. You can take it how you want. But in thinking about okay, 

what is – come hell or high water, if you will, what is a floor level of these commodity prices that we can assume 

and nothing more in the baseline operations, and think about that as what's covering the divided. 

 

So we started with energy in an environment based on $2 of natural gas. Now at some level, there is a minimum 

cost to the production of natural gas. I think Sami would probably tell you over the long term, it's decently higher 

than $2, but we took $2. And until taking $2, looking at our markets, PJM East and NEPOOL, taking average heat 

rate across the generation in those markets, that gives you $20 to $25 of megawatt hour. 

 

So I am trying to point here, so here's the midpoint of that. I mean can gas ever dip below $2 and can energy 

prices ever dip below that level? Yes, they can and they do. But not over an extended period of time. And we don't 

expect that that's frankly a feasible scenario over in any extended period of time looking forward that we'd be 

talking about those levels. Obviously, as you can see, prices even in this environment tend to be much, much 

higher than that level. 

 

For metals it's a little bit more of a difficult exercise. With industrial metals, it's difficult to necessarily find an 

analytically supportable floor. And so what we did was, we looked back over the last 10 years, and said okay, 

what's the lowest level that each of these commodities has traded over any 12-month period over the last 10 years 

and picked that again for illustrative purposes. And so, that's a $190 per ton on HMS number 1. As Steve talked 

about, that's our baseline index for ferrous scrap and $0.40 a pound for scrap aluminum. 

 

So how does that feed in to what I'm going to define here for this purpose as baseline free cash flow. One of the 

purposes of laying this out this way is that – and we talked about this in discussions with some of you after our 

second quarter earnings call. 

 

When we think about the dividend, we think about the sustainability of the dividend and we think about sizing the 

dividend. We have those discussions, both internally and with our board. We don't look at short-term volatile cash 

flows. We put very little weight to those and that goes both ways, whether it's positive or negative. 

 

So in thinking about what is that steady bed rocker, as I've said, of cash flow that underpins, servicing our debt 

and our equity. We assume those very low level commodity values, calling the baseline commodity values, and 

then also back out any short-term impact in the business. So sort of by definition of what is short term in our 

business, working capital swings, year-in and year-out, it go up or down, as well as any other earnings or loss that 

are by definition short term in nature. For the most part that means construction jobs. Also, any other one-time 

losses or gains. Some of you may recall we had some one-time gains that benefited us in 2013. We look through 

those. 

 

As you can see, last few years, we benefited from some profitable construction projects and again, some of these 

long-term or rather short-term gains. We didn't use that to size our dividend. So if we didn't, when we had some 
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short-term headwinds here, this year, working capital swings, which you're going to reverse next year and then we 

view as a one-time issue relating to the Durham York project, why would we think about our baseline cash flow 

any differently? We don't. And really, that's what really defines our long-term view on the sustainability of the 

dividend. 

 

Again, I want to just make sure there are no misunderstanding. This is really just intended as an alternative 

presentation to help you risk assess. There is other way to look this and risk assess for yourselves the security of 

our dividend. This isn't going to be a new guidance metric or anything like that. Our focus is on overall free cash 

flow. And commodity values are a significant part of that. But again, just another way to look at it. 

 

And before I leave this, I'll try and put what we've assumed here for commodity values in a little bit different 

perspective. So in this number, and in the coverage on our current dividend payout that this represents, we 

assume not only that gas, electricity, ferrous and non-ferrous metals reach those baseline levels that I talked 

about, we assume they all do at the same time and are there forever. So I think some – hopefully some helpful 

perspective on that. 

 

Moving on, I want to get to how I'm looking at the business, how we're looking at the business and how I hope you 

will long-term. Commodity values will be what they will be. I'll get to the sensitivities around that in a minute. But 

in terms of the baseline operations, as I said, we expect going forward that the contract transitions will be 

approximately net neutral in the future. I see no reason whatsoever for us to assume anything other from an 

operating standpoint, anything other than the historically strong availability and plant production that we get 

year-in and year-out as a result of the strength of our operating team. 

 

In terms of modeling waste revenue, I think an appropriate way to think about that is, it's going to be a function of 

inflation. In the last few years, the waste markets, spot waste market in many of our markets has probably 

underperformed that. You might have a view that it will overperform that in some of our markets, but as a 

baseline, you're probably pretty safe with inflation as a modeling assumption. And then, we'll seek to do better 

than that by growing our profile waste business. That obviously comes at a significant premium price and has a 

significant incremental margin to it. So that's a real area of focus that you obviously heard extensively earlier. 

 

Plant operating costs, again, I think inflation is an appropriate assumption. Our maintenance spend should be 

expected to be within the range that we are this year. I stress range, plus or minus, because any given year could 

be higher or lower, depending on what facility or what equipment has maybe some more significant work in the 

long-term plan. But in that band, that's the maintenance spend that's going to be needed to keep the plants up, 

running the way they are and also to be making the continual investments into the long-term liability of the 

facilities that Mike discussed at length. 

 

To the extent that some of these incremental lifecycle extension investments move up that range to the – I say to 

the extent that they do, above the rate of inflation, we certainly expect that our ongoing initiatives on outage 

efficiency will more than make up for that. 

 

Certainly, I haven't candidly in our own internal sort of planning financially, we haven't yet included any benefit 

from continuous improvement. So whether it's the continuous improvement initiatives, whether it's all the things 

that Steve is working on, that he talked about to take our metals to the next level, haven't really baked that into the 

base plan, you can take it how you will. 

 

In terms of some key sort of specific events or transition points that we see in the future, there is nothing new 

here, these are all things that I think have probably been on the radar of most people in this room. But the one 

thing that I'll highlight is the fact that we do have some really nice visibility now to some significant contributions 
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from some positive things here. I talked about the contract transitions. But now I'm really talking more 

specifically about contribution from the investments we'd be making with the New York City contract, and then in 

a couple of years, most significantly the Dublin project, when that comes online, hopefully second half late 2017. 

So a lot of the baseline operations. 

 

And then, when I look at the commodity side of the portfolio going forward, I think we were really well-positioned 

to have some pretty significant upside on top of that baseline. If you just take the forward curves, and as Sami 

described when we risk manage our energy portfolio, certainly when we think about our internal financial 

planning, I'm agnostic on forward energy in gas prices and so if you just take the forward curves, what they are 

implying is we're going be in a pretty muted environment for commodity prices for a while. It's basically showing 

natural gas. Not getting much above $3.50 per MMBtu until the decade. And power prices in PJM East are most 

significant power market really in the $40 per MWh zip code, not much higher than that. Again, those will be 

what will be. But I think the important takeaway here and this is really about the piece here on the right is looking 

forward, we are increasingly significantly leveraged to any kind of a meaningful recovery in commodity prices. 

 

So we are moving left to right, $2 okay we're not really liking things at $2 gas in 2020. But we don't have a lot of 

excess cash flow, but the dividend is covered. And we're servicing our debt. This is the current forward curve, 

implies for – this is just the North America energy from waste energy portfolio, just to clarify, implies will 

generate energy revenue of about $360 million. 

 

If gas just goes to $5, pretty quickly we're in the low to mid-$400 million range. I didn't really bother showing 

above $5 I think based on looking at this and what we've been through we'd be thrilled with $5. That will be great. 

But if you have a different view on commodity prices, if you think gas is over $5 at any time in the next five years, 

that's another $100 million by the end of the decade in revenue compared to where we're planning on based on 

the current forward curves. Again, nothing more than just a sensitivity. 

 

By the way the kind of rule of thumb that we developed for this is for every dollar of natural gas, there is a range 

around this, but taking a rough average – $1 of natural gas to $10 of electricity per megawatt hour in again in PJM 

Eastern and NEPOOL. 

 

Here, did the same things for metal. As you can see, here is our 2015 guidance taking the midpoint. At the baseline 

level, we were, as I have defined for the purposes of that analysis earlier, at about 25% below where we are this 

year. If we revert just to historical averages, 25% to 40% uplift in metals revenue, relative to where we are this 

year. This is just based on our current production, giving no additional credit to all the additional recovery that we 

expect from everything that Steve is working on. 

 

So I'll move on to our balance sheet and capital allocation strategy. Really, I think overall our strategy is, at its 

essence, it's very straight forward. And this is driven from our board and our chairman down. It's to be efficient 

with our capital and then to maximize that capital or maximize the value of that capital in terms of the capital 

allocation. 

 

On the balance sheet, we are committed to maintaining our current 4 B ratings profile. Again, in the long-term, it's 

in the interest of shareholders for us to – and shareholder value for us to maintain a strong balance sheet. And 

well, I'm defining strong balance sheet as one that is consistent with our existing credit ratings. And we're going to 

manage – I'd be very conscious to manage our leverage accordingly. 

 

That being said, given the nature of our business, our assets, our cash flows, this is the business that can support 

leverage, and in my opinion, should utilize leverage. And we've done that. We've utilized our balance sheet over 

the last couple of years to make investments into these very accretive opportunities that we've had. So as a result, 
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our leverage has ticked up from on a net debt to adjusted EBITDA basis about four times up to a little over five 

times where we are today. 

 

Looking forward, given the amount of investment that we're going to be making into the Dublin project, that 

headline leverage level is going to remain elevated at this level for the foreseeable future. If you adjust out Dublin 

and the reason you may do that is that the debt being incurred at Dublin is non-recourse to the corporate parent 

balance sheet. We'll be back to the mid-4xs as I expect next year. And then all else being equal in 2017, 2018, when 

you have the Dublin contribution coming in when that's online, when you have New York City running closer to 

full volumes, that leverage level will come naturally down, all else being equal back to the four times level that 

we've talked about in the past as a rough guide post as a target for us long-term. 

 

This is another look at our growth investment pipeline and really the purpose here is really just to show – it's a 

question, Alan and I get a lot, how much left do you have to go on these investments? So it's really just to show, 

what are we spending this year? These are numbers that we already have out there. And then, what's left 

committed on these projects? 

 

I'll highlight a couple of things. First, for really in the organic growth investments are individually very small 

investments, but for the others, we've taken every opportunity to finance these in a very attractive way. So starting 

with the New York City contract, the majority of our investment there is in the equipment to move all that wastes. 

So you saw Derek's video. It's the cans. It's the railcars. It's the barges in New York Harbor. And we financed those 

with very attractive long-term lease financing. The average financing across those types of equipment was 

weighted average tender over 10 years stand about 4%. The Essex County emissions control system, we actually 

just priced today a 30-year tax-exempt bond offering at 5.25% to fund the entirety of that upgrade. 

 

Certainly, as we've talked about many times, that the Dublin project and how that was financed very efficiently, 

non-recourse project financing, financing that in terms of the interest rate probably could have done better on the 

corporate balance sheet. But it's one that it's financing structure that really preserve and maximize the efficiency 

of our capital, and well, less impact to us going forward. 

 

So with that as the segue, the other point I wanted to highlight is if you exclude the Dublin construction, which 

from here on out is being funded with this non-recourse project financing, we only have $75 million to go in terms 

of what's funded off the corporate credit, corporate cash flow. And so this pipeline is ready to be refilled. And so, 

Matthew? 

 

So I'll restate our capital allocation priorities. There's nothing here that's changed. We're trying to be as consistent 

as we can be. But certainly, every time you hear me speak or Steve speak, we think it's important to reinforce these 

and to be crystal clear about our priorities and how we're thinking about it. 

 

Number one priority, our dividend, the nature of dividend once you put it into place. Certainly, our goal and our 

expectation is to consistently grow this dividend by growing underlying cash flow. I'll say a couple of things about 

that. 

 

First, we're very clear when we raised the dividend to its current level. We're going to be growing it to the extent 

that we grow cash flow. So it's very difficult for us to say that, and then at the same time, say – but that we can tell 

you with precision that growth rate is going to beat tax. But what I can tell you is it very much is our expectation 

that we're going to be growing this annually. Everything you heard today is all about sustainably growing our cash 

flow. And that's what's going to drive this. We wouldn't have set the dividend at the level we have it today, if this 

wasn't our expectation, this wasn't our goal. 
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The dividend of course as I talked about is underpinned by that baseline level of free cash flow. And then longer 

term, probably in a more normalized commodity price environment, we would expect, as we said in the past, we 

would expect that payout to be closer to about 50% of our overall free cash. 

 

So to the extent we have excess capital available to us after the dividend, we would look to where we can invest 

that in growth opportunities where we meet very specific and firm criteria for those investments. All the 

investments you see us make will be a 100% aligned with our strategy and are going to leverage in some form or 

fashion our core competencies. And you are going to see all of them be accretive to cash flow. And you are going to 

see all of them exceed our cost of capital on a risk adjusted basis. 

 

As I mentioned earlier, I was going to spend a minute talking about our cost of capital thresholds. We often get the 

question on how we think about that. So using a variety of methodologies, we calculate – and this is internally, 

this is with the assistance of – with outside help looking at this, what's your cost of capital, we calculated at about 

7% on a weighted average cost of capital basis and a cost of equity of between 9% and 10%. I think everyone, 

financial analysts, obviously filling this room know that cost of equity is, in some cases, one can argue more art 

than science. But we feel pretty confident that this is a well-supported level and one that is the appropriate 

guidepost for us to have in mind as a management team making capital allocation decisions. 

 

I want to make sure, though, to be again clear about one thing, that this is not necessarily our hurdle rate on 

investments. Because we want two things when we're making an investment. Number one, we want to make sure 

that the appropriate discount rate for that investment reflects the risk associated with that investment. It's not the 

same risk as the risk in the Covanta portfolio, which is our internal cost of capital. Also, we don't just want to meet 

our cost of capital. We want to beat it. And we want to beat it clearly and demonstrably so that we make sure that 

those investments that are worthwhile to make. To the extent that we don't have those opportunities to invest in 

those kinds of projects, we will purchase stock. 

 

Over a four-year period, a few years ago, starting in 2010, we didn't have a lot of opportunities to invest our 

capital. We were seeking to invest in the UK. Those projects didn't come to fruition. So, as a result, we bought back 

almost 20% of the company over a four-year period. If we ever find ourselves in that position again, that's what we 

will do again. 

 

From an analytical standpoint, I compare every investment that we are going to make to buying back stock. It 

doesn't make any sense to invest in a new risky project for this return if we can get the same return just buying 

back more of Covanta. That's the easiest return we could generate. So it really is a benchmark and keeps us all 

honest frankly in terms of really defining what's a good investment or not because we can always buy back stock. 

 

The way I would think about buying back stock, from your perspective, is your worst-case scenario frankly, if we 

don't have attractive opportunities that meet our growth criteria for investment, we'll buy back stock. If we are not 

buying back stock, and we have excess cash to do so, there is only one reason that we won't, and it's because we 

are doing better. And then that is, that's the commitment we are making. And I would expect our shareholders to 

hold into that. 

 

Over the long term, certainly, we may reduce debt. I would characterize that at this point as being farther out over 

the horizon. And the reason being the pipeline that we have in front of us for investments that we can be making. 

 

So I'll wrap up I guess the formal presentation portion of the day with our investment thesis of Covanta. And this 

was one of the reasons or the main reason why we've wanted for a while to hold one of these Analyst Days. 

Covanta is not necessarily a straightforward story. The reason is we don't fit in any clean bucket. There are waste 

analysts here. There utility analysts here. There are renewable analysts here. We're a waste company. And we're an 
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energy company. We're highly contracted public-private partnerships. So there are a lot of moving pieces there. 

From an investor standpoint, there are different ways you could look at us. Are we an infrastructure dividend yield 

play? Are we commodity play? Are we renewable play? Are we a growth story? Are we not a growth story? I'll leave 

that to people in the audience. 

 

Well, I'll give you our investment thesis as clearly as I can from our perspective. First and foremost, we generate 

strong baseline of free cash flow. And that's based on our irreplaceable assets, essential service, highly contracted 

revenue. That cash flow supports a dividend that currently is yielding about 5%. I think just under 5%, as of the 

last few days. And we're targeting to grow that dividend over time. If you have a view that commodity prices are 

going to be any higher than they are today, then we have significant upside from that embedded in our portfolio. 

And if it takes you a while to wait around to realize that, we'll be sending you dividend checks the whole time. 

 

We I think have improving clarity on our financial results. I'll fully admit that our financial results, both in terms 

of our historical results if you look back over the last few years and over the course of that period of time, people 

trying to figure out kind of what was coming the next year? There was a lot of noise. There was a lot of uncertainty. 

We had contract transitions. And certainly, the market does not appreciate uncertainty. We certainly recognize 

that. We have a lot more visibility now. This is becoming a cleaner story as we move through the transitions. And 

so hopefully, that's a complication that will continue to decline in significance over time and then we have upside 

in our results from all the stuff you heard today, including the continuous improvement initiatives. 

 

We're going to continue to allocate capital to maximize shareholder value. That's never going to change. We think 

we have lots of opportunities to invest accretively in the business, both organically and in new opportunities 

outside our existing footprint. And if we can't, we're going to buyback lots of stock. 

 

And then in terms of the regulatory framework, again you heard this a few times today, in our core market in the 

U.S., we receive for all intents and purposes no regulatory or policy support whatsoever. These assets generate lots 

of cash really on an economic basis on their own to the extent that there is any kind of support for this industry 

materially in our business. That's free option, as we view it, in terms of shareholder today. 

 

So before we – Thank you. And then before we move on to the Q&A section, I'm going to hand it back to Steve, I 

think for a minute. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer 

Thanks, folks. Again, hopefully you got a much fuller description of Covanta today. You saw in this last slide our 

investment thesis. I think as a management team, we agree with the investment thesis. I personally do. You've 

seen me continue to buy stock. So I'm committed to this company. And I think we've a great story, and I think you 

heard a lot of about that today. 

 

I'd like to thank our client panel, Jim, Paul, and Mike, in particular for your participation today. And, we'll be 

putting some tables up here to answer questions. Boxed lunches in the back, so if you want to take a little bit of a 

break, get the box of lunch. We'll reset the stage here and take some time to answer any questions you have. 

Thanks for listening to the prepared portion of our talk. Thanks. 

 

[Break] (4:43:48-4:57:57) 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations 
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Hi everyone. So, we'll get started with the Q&A session. If you have a question, feel free to just raise your hand. 

And [ph] Clair and Stu (4:58:06) will be walking around with mics. Please, if you could speak clearly into the mic 

or wait until the mic comes to ask your question, so that the folks in the webcast can hear the question. Also, for 

those of you who are listening in on the webcast, you can ask a question and we'll be able to answer those as well. 

So I think we'll start with Michael Hoffman, who has mic already. All right. 
 ......................................................................................................................................................................................................................................................  
 

QUESTION AND ANSWER SECTION 
 

Alan Katz 
Vice President-Investor Relations A 
You might need to flip the switch up. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
[indiscernible] (4:58:37) So Steve, thank you very much for organizing and doing and providing a candid level of 

transparency to the company. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Sure. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
[indiscernible] (4:58:47) I'll start with you, Derek. Of the $80 million today, how much of that $40 million to $80 

million has been acquisitions versus the shift in the mix from making it up a $25 spot ton to a $50 ton because you 

improved the mix? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Very little comes from M&A, less than $2 million. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Okay. All right. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
That's all organic growth through additional sales people over the last two years. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
All right. So, the two deals that were done this year then are... 
 ......................................................................................................................................................................................................................................................  
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Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
You're very powerful. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Electric personality right there. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
We are both trying to use that one, right. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Yeah. So, the two deals done this year are Garco and Advanced are not in that $80 million, when you gave us the 

$80 million? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
That's right. That's correct. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
So, that puts you like at $120 million run rate then? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Actually puts us a little higher than that. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Okay. Then on – with regards to the 850,000 tons that you're talking about and that's – the 17% that's not under 

contract [ph] 3.4, (4:59:53) I just subtracted off of that and there is the rest of play, that's the way to think about. 

Okay. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Mathew, on – I'm asking this in a very specific way, not asking are you all looking at it or interested in buying it; 

I'm curious, is the Swedish private equity group, EQT, selling that portfolio? Do you know if that is for sale? 
 ......................................................................................................................................................................................................................................................  
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Matthew R. Mulcahy 
Senior Vice President & Head-Corporate Development A 
I believe so, but I have no definitive information. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Okay. 
 ......................................................................................................................................................................................................................................................  

Matthew R. Mulcahy 
Senior Vice President & Head-Corporate Development A 
I have the same information you have. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
I'm going to ask you if it's okay to try to give everyone a chance to ask questions. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Yep. Those were the two I wanted to get out. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Thanks, Michael. Tyler? 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
Good afternoon, guys, Tyler Brown with Raymond James. This question is actually for Derek. So, I'm going to ask 

a little bit of the same question that I asked on the last quarterly call. We look at your 20 million tons that you 

disposed, this is our estimate not necessarily yours, but 10 million of those tons might be north of, call it, Virginia. 

We clearly have a tightening disposal market. I completely agree with you on the transportation side that we're 

going to see a – the cost of transportation continue to rise, but how should we think about inflation in that 

market? How much of that market can you actually touch, and how much inflation should we think about that 

northeastern disposal side? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Well... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Get me that microphone, please. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
How's that? Does that work? 
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Stephen J. Jones 
President and Chief Executive Officer A 
There you go. That's perfect. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Okay. So, you look at really the uncommitted capacity and contracts that are rolling off to kind of get a framework 

for what might be available up in that marketplace. And I think for this kind of math here, you're approximately 

right, the bulk of that is Virginia North, and then the market where we have contracts with the shortest term in 

New England is where we see probably the biggest belt-tightening on landfill capacity. So, we have some pretty big 

plants up there. We have our SEMASS project and we have our Haverhill project. So, you can kind of infer from 

the contract term that I've already – that we've specified in the deck and kind of say, okay, well let's look at that, 

and let's make some estimates on where we see that market going. I'm not going to put a firm number on it, 

because I'll get held for that forever. But... 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
[ph] I have (5:2:34) my pencil out, by the way. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Yeah, exactly. 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
But the general [indiscernible] (5:2:37) is that we probably, more than likely, will see an inflation in that market 

[indiscernible] (5:2:44) what we may call normal? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
I would think so. 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
Okay. And you brought this up at the last call, I mean, so you're seeing some tightening in certain markets, right, 

because what happens with the landfills and what the market dynamics are. And then Brad, I don't know if you'll 

entertain me here or not, but I'm going to try anyway. So, if I look at slide 125, I believe. 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
All right. 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
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And we see all of the projects and the known drivers here between now and, call it, 2018, 2019. I mean, is it 

outside the realm, is it directionally correct that that could be as much as $100 million of visible EBITDA, 

exclusive of what may happen on the metals side or what may happen on the profiled waste side? 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Yeah. I won't entertain you in a lot of detail, but certainly commodity prices will be a factor one way or the other. 

But if you add up New York City, Dublin, some of the things that are on here and we have some additional 

information specifically as it relates to New York City on what that contribution may be in this presentation, 

maybe probably in that ballpark. 
 ......................................................................................................................................................................................................................................................  

Scott Justin Levine 
Imperial Capital LLC Q 
This is Scott Levine, Imperial Capital. This question is for Steve, actually. Gave a lot of interesting insight with 

regard to some of these opportunities on the metal side that you're looking at. I was wondering, firstly, if you 

could maybe give us a sense – if you had numbers, I'm guessing you would have given them to us in terms of what 

the potential might be there, but any additional detail regarding the potential in stainless, reuse, whether cost 

saves or not, just to help us understand maybe rank order which could be most significant? 

 

And as a follow-on to that, I know you guys don't or can't hedge out the exposure there, but is there a level of 

pricing with the drops you've seen recently below, which additional investments don't make sense or is there 

additional things you can do to maybe mitigate some of this downside associated what's going on in the metals 

markets both ferrous and not? 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
I'll try to... 
 ......................................................................................................................................................................................................................................................  

Scott Justin Levine 
Imperial Capital LLC Q 
It's a lot, yeah, I know. 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
[indiscernible] (5:5:9) 
 ......................................................................................................................................................................................................................................................  

Scott Justin Levine 
Imperial Capital LLC Q 
Take them in whenever order you like. 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
[ph] we revisit (5:5:15) the packing order of... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
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Can you get near that microphone please, for the people online. 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
Yeah. [ph] We've revisit (5:5:19) the packing order priority clearly focused on upgrading our material, that's a 

natural step for us. We got projects underway to do that. We're focusing on stainless steel in parallel. We believe 

that the larger plants, stainless steel could represent one-half of 1% of the bottom ash. So, we are trying to 

compare the value of that, what could – just because it's there, it doesn't mean you're going to capture it all. 

 

So, there's full scale – we didn't do this on a test basis; we did a full scale pilot at the Hempstead facility, so we can 

better understand and evaluate the recovery efficiency versus the cost to do it. And we're a couple months away 

from really being able to go into a great detail on that. The last part of your question? 
 ......................................................................................................................................................................................................................................................  

Scott Justin Levine 
Imperial Capital LLC Q 
Really just is there a price point below which you maybe revisit some of the decision to grow or invest in some of 

these operations or are you so far from that level that that's really not a consideration in your investment 

decision? I know you're in later innings with regard to some of the traditional systems but... 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
Yeah, I think our limitations on where we would invest further in our plants is going more dependent on how 

complex the construction costs would be. It's to our benefit to extract the metal because it's a double pick up. 

We're continuingly the selling material at positive value and at some plants; it represents a larger of avoided ash 

costs than others. Our average disposal cost of ash is [indiscernible] (5:6:53) under $40 a ton. But there are some 

plants that are actually higher than that. So, we're trying to match our opportunities to the locations that make the 

most sense in the priority order. That's what we're focused on. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
So, I can – I reviewed a capital project the other day, it's a preliminary review, but – and it's in Steve's area, so it's 

Steve's team, and even at today's prices, this particular investment paid back in about four years. It was about – 

this is about a 20% IRR return, so – even in today's prices. So, I think pricing would have to fall pretty far to not 

make these economical, but certainly something we look at all the time and we'll continue to look at it. Thanks. 
 ......................................................................................................................................................................................................................................................  

Michael Joseph de Castro 
Executive Vice President-Supply Chain A 
And just to address your last question about hedging, the good news is as we put in these enhanced non-ferrous 

systems instead of being tied to the aluminum index, we can actually extract value and there are some financial 

instruments that we could use on a going forward basis. So, that's for the non-ferrous components. 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Yeah. The real challenge on financial hedging is on the ferrous scrap. To the extent that we have cleaner non-

ferrous product, their liquid financial markets that we could use to hedge those products and that's becoming 

more and more significant as a percentage of the overall revenue. 
 ......................................................................................................................................................................................................................................................  
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Scott Justin Levine 
Imperial Capital LLC Q 
Right. Thank you. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Sure. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
All right. Al, I know you had a question. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
Al Kaschalk, Wedbush. Steve, you talked about the Lean Sigma number. I just want to clarify that's on the plant 

operating expense. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah. It's on the cost stack. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
Cost stack. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
If you look at the best-in-class folks, they usually put those ranges around the cost stack. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
And so, that's what you're going to hold people accountable for... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
So – and I mentioned this to somebody already today, yeah the guy next to me, is that as we're getting into 2016 

budget cycle and we don't – we haven't even hired the leader of this group yet. We interviewed a couple of folks 

the other day. But as we're getting into our 2016 budget cycle, there will be Lean Six Sigma goals in our financial 

stack that we put together. 

 

Now, I'm not sure I'm ready to break down that into that kind of detail with you guys at this point, but at some 

point and that's why I put some of the best-in-class up there; I think they're the areas we're going to be shooting 

for. Start now, we'd probably be in the lower end of that range and that's why I said if we can get half of the lower 

end of that run, so half of 3%, that would still be significant cost savings from a Covanta standpoint. 
 ......................................................................................................................................................................................................................................................  
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Al Kaschalk 
Wedbush Securities, Inc. Q 
But the message is that's an annual... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah, it's an annual. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
[indiscernible] (5:9:40) 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
So, the 5% number there is it comes from Praxair who is particularly good at this. They target 5% of their cost 

stack each year to be reduced. And so, we start to look at that and you go, okay, folks are out there doing that and 

they've been pretty successful at it. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
And since you brought it up, what's the update on the procurement, global procurement manager? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Say that again. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
You're hiring a global procurement manager, I think? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah, we're looking at that. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
Or maybe as... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah. So, we actually – so just, let's just talk about global procurement generally. We're bringing in talent now. I 

was – when I first came to Covanta, I was little disappointed in the amount of low cost country sourcing and you 

heard me say that today that's – it's an area with a company of our size we should have higher levels of low cost 

country sourcing. And so, we brought in a couple of people already, we're going to continue to bring some folks in. 

So, we can look at procurement kind of across the board, but with some focus on low cost country sourcing, 
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particularly with Mike's area and these are the folks report to Mike, with a large plant operations, I think it's been 

both of our experience that you can get some – you got to watch quality, but you'd get some pretty good deals out 

there if you staff your team the right way and look at some of these low cost country sourcing options. 
 ......................................................................................................................................................................................................................................................  

Michael Joseph de Castro 
Executive Vice President-Supply Chain A 
Yeah, I just want to say and it's not going to hinge on one person, there's a lot of business process improvements 

that we can be making. The outage optimization that you saw those are programs in place. We believe that we can 

deliver on those immediately going into the fall outage season, so we're not waiting for any one person. And even 

with the VP of Continuous Improvement, we hope to make an offer this week; they're not going to hit the ground 

in the next week or two. We're constantly focused on some of these other programs and bringing in some of these 

other tools. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Great. Brendan? 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Hello. Here we go. A question for Steve. Just following up on Al's question, just the 3% to 5%, what is that on the 

base of, like what's the number of the base just round number? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Our cost is about $1 billion. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Okay. So, it's like 3% on the low end of $1 billion on an annual basis and that's kind of something... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
That's not what I said. I said I'm hoping... 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Hoping. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
I'd be happy, starting out, to get to half of that. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Like half of that. Yeah. Okay. 
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Stephen J. Jones 
President and Chief Executive Officer A 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
So, that's where you kind of get those significant numbers you're talking about... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
So, it's – 3% to 5% are industry numbers and people look at 3% to 5% of reduction in our cost stack each year. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Okay. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
[indiscernible] (5:12:19) roughly $1 billion. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Okay. And I guess that's kind of stuff is above and beyond some of like the discrete projects that Tyler was walking 

through with the, I guess, the $100 million or roughly ballpark around there? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Well, it depends – so continuous improvement covers lots of the different areas, it would probably take me 20 

minutes to go through kind of the different buckets. And some things will qualify for continuous improvement, 

some things are projects we're doing already. But as a general matter, I think good companies, well-run companies 

will get trying to continuously to drive down that cost stack. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Okay. And the other question I had just going back, I guess, to Michael Hoffman's question. Just like the status are 

going up to that goal you have that the $250 million to $300 million, Derek; just, like, what's the timeline on 

achieving? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Well, I did say – I did say a few years. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Yeah. 
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Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
So, a few I guess is less than five. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Got it. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Okay. I think Andrew actually has a question. 
 ......................................................................................................................................................................................................................................................  

Andrew M. Weisel 
Macquarie Capital (USA), Inc. Q 
Thank you. First question on the energy side, you talk about getting closer to the customer, maybe selling directly 

to the customer. Can you elaborate; are we talking C&I customers or residential or utility, is this like a competitive 

retail supplier type of business model? 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
All of these are kind of possibilities, we are looking at. If you ask me, I don't envision us knocking on doors and 

getting all the way down toward the financial customers. But there are mechanisms we could reach aggregated 

customers already to serve them in that manner. 
 ......................................................................................................................................................................................................................................................  

Andrew M. Weisel 
Macquarie Capital (USA), Inc. Q 
I mean how aggressively – how soon and how aggressive? 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
I think we're going through a process of identifying that the preferred approach, if you will. I think we start 

deployment of that approach within probably... 
 ......................................................................................................................................................................................................................................................  

Andrew M. Weisel 
Macquarie Capital (USA), Inc. Q 
Don't you see that as a slightly different risk profile, compared to the way you've been selling electricity? 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
Yes, absolutely. It carries its own risk profile. However, the way we look at is that the risk profile is as long as we 

don't exceed, our available capacity is muted and controlled. It's almost like built in hedge. If we have a generation 

of, I'm just going to use simple numbers of 100 megs, that's our peak generation. And if we acquire customers for 

half of our peak, we could cover them all the time without having to worry about these events that you hear about 

in the market, where price runaway and price increasing wiping up – wiping these companies of the financials. 
 ......................................................................................................................................................................................................................................................  
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Andrew M. Weisel 
Macquarie Capital (USA), Inc. Q 
Okay. Great. Then a different question. In terms of you've made that pretty clear you're interested in maybe not 

developing things from scratch, but joining things that are in development. At what point would you communicate 

the progress you're making in terms of those moves. Would it be, you'd put out a press release the day that 

contract is signed, or will it maybe be once we get closure to the construction or commercial operations? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah. So look at the example we gave you today. We haven't really talked about Australia much, this opportunity 

in Perth. Besides some preliminary agreements, we're still a ways away from actually having a project done but 

we've brought that out today. So, you can expect that when we get a certain level of certain – specific level of 

certainty, we'll come out with information around that. Yeah, we probably won't wait 'til the very last minute; we'll 

start to highlight what's in the pipeline a little earlier in time. And this is – this Inventor Day worked out pretty 

well compared to that particular project, because we just signed the, kind of, the initial agreements or preliminary 

agreements just the other day, so the timing was good. But you can expect that kind of an approach. 
 ......................................................................................................................................................................................................................................................  

Andrew M. Weisel 
Macquarie Capital (USA), Inc. Q 
And one last quick one. In Pinellas, the construction project is cost-plus. Who takes on the risk if there are 

overruns for that project; is it you or them? 
 ......................................................................................................................................................................................................................................................  

Michael Joseph de Castro 
Executive Vice President-Supply Chain A 
That's – once we get agreement on scope, we have the risk for execution, but up to the point that we define what 

the scope is and then there is a release, they have the responsibility. 
 ......................................................................................................................................................................................................................................................  

Andrew M. Weisel 
Macquarie Capital (USA), Inc. Q 
Great. Thank you. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Great. Thanks. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
Hi. Thank you. Just a couple of questions on the capacity performance product. Can you just clarify for us how 

many megawatts in your PJM portfolio you are eligible to participate at the auctions, maybe if you can comment 

both on the transitional and the base residual? And then one of the major problems there in the polar vortex was 

availability of fuel. Given that your fuel goes through many different processes, how confident are you that you'll 

have the availability of fuel given harsh weather conditions, so that you can capture the upsides in the auction and 

avoid having any penalties during emergency hours? Thank you. 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
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Good question. Both are good questions. First in terms of capacity, we – we in the next – for the next upcoming 

auctions, we're in the 200 megs to 250 megs range. We are going to allocate this capacity into the existing buckets 

which we call base, and into the CP bucket which is the new performance program. We have done quite a bit of 

analytics and math to determine levels of allocation especially to the CP, that gives us as much protection as 

possible. 

 

The beautiful thing about the current transitions in the CP and the future for Covanta, uniquely Covanta, which I'll 

explain in a minute, you could allocate your product into the two buckets we talked about. However, the first meg 

that comes from the plant is automatically allocated to mixed stream product, if you will. So, if you allocate 50%-

50%, for example, you're a neutral position. Because if you [ph] missed (5:18:54) the half you allocated in the 

premium program, you're generating that from the base program already. So, we're doing this type of analysis. 

 

The other point I wanted to make is we are considered by PJM as intermittent resource, believe it or not, because 

of our fuel source and non-homogenous fuel, which gives us an advantage in this regard. We could do this 

allocation beyond the transition. 

 

Regarding the risk of fuel availability, I'm going to ask Derek to comment on it after I make my view... 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Derek's already has the mic, too. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
He's ready. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
So, I won't comment [indiscernible] (5:19:44) So, I was taught very early in my career, some 19 years ago at 

Niagara Falls in New York, that running out of the waste, and waste was my responsibility, was an unacceptable 

practice, regardless of what was happening outside. 

 

So it was a lesson well learned. I've transferred that onto the team as much as I can. But I will tell you that, 

certainly, the infrastructure that we have in place today is pretty significant when it comes to moving waste. So, 

provided waste is getting collected which, even in the polar vortex, waste generally was getting collected, we were 

moving waste. And if you look back at this winter, which was particularly severe in New England, and we have a 

lot of capacity in New England from a plant perspective, we ran the whole time. No outages. We were running, it 

was – the guys were stressed, but we managed through it. I mean, that was a pretty significant weather event that 

lasted for a number of weeks. Highly unusual; I hadn't really seen that before in my 19-odd years in the business. 

 

So, we try to think a little bit differently in months where we think that there is going to be more weather, 

particularly snowstorms. So, we'll try to ride our inventory higher on the fuel side. So, that if something goes 

wrong, there's a storm for a day and collection day gets missed, we have inventory and we'll just chug along and 

that's when there's more rooms at the hotel and we actively search for people who want to book in the hotel in 

those events. The phones are ringing. 
 ......................................................................................................................................................................................................................................................  
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Alan Katz 
Vice President-Investor Relations A 
Just add to that, Derik mentioned the inventory, I did want to say that, most of our plants can hold three to five 

days, sometimes even longer in our waste pits; so, we can hold inventory. So if we see a storm coming we, can 

build that inventory up and we can utilize that waste and kind of bring it down over the course of a couple of days 

to allow us to continue burning waste. 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
I would like to make two points, first context, polar vortex very severe weather or one of , I don't know what you 

want to call, 100-year event. There was 41 emergency days. So [indiscernible] (5:22:17) 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Hours. 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
Hours, sorry, [indiscernible] (5:22:18) Second, given the fact that we are allocating our capacity in between the 

two buckets I mentioned, we don't need that the full plant capacity, maybe we need half of it. Maybe we need 60% 

of it. Maybe we need 40% of it. So, all these factors, the three to four days he was mentioning, if we're not – if we 

don't have to operate the whole system and we just want to meet our capacity performance standard, that will 

carry out for eight days. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Okay. Gentleman in the back. 
 ......................................................................................................................................................................................................................................................  

JinMing Liu 
Ardour Capital Investments LLC Q 
Hi. JinMing from Ardour Capital. Two questions related to China. One is with what they just did with their 

currency, so what you'll see the risk to push the metal price below your base case scenario? Second, China, you 

still list as one of your key markets for business development, but you haven't divested most of your interest with 

one partner over there and haven't done much with the other, so are you still active in that market? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
So why don't I take the second question first and then Steve Bossotti, if you want to think about what impact – or 

Brad on what it means for the China devaluating currency. 

 

With respect to China as a market, I think you're going to see in 16th five-year plan, – or 13th Five-Year Plan, 

excuse me, in 2016, there's still going to be a number of plants that are going to be built in China. So you saw on 

Matthew's one slide, I don't have the number real quick here. But China is already big market, it's going to 

continue to be an extremely big market. We saw the opportunity to get good valuation on the assets we already 

have in the ground there, and so we took advantage of that opportunity. That doesn't mean we're not going to 

continue to invest in China. 
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So, it was a good opportunity to kind of reap some of the investments we've made. We're going to take those funds 

and look to put them back to work, whether it's in China or the U.S. or other investments that we have. We'll 

continue to just talk with the partners including the Seng Feng about what's the next set of the projects that folks 

want to work on, and you'll see activity over time. But I hope what you took away from that, because when I came 

on board, there was a lot of talk about China because of my background in China is that we're going to be pretty 

disciplined in our approach to whatever market it is and this was a good chance in China to take you can take 

some money out of the investment and then we'll look to continue in China, because the market under the 13th 

Five-Year Plan is going to be so large. Someone want to comment on the U.S. dollar? 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Yeah. In terms of the impact of the devaluation on the ferrous price; obviously, too soon to tell, it's not a positive 

[ph] development (5:25:36) obviously. But in the context, and I think this was your question, what does that do 

relative to that baseline level that – describing with the baseline cash flow perspective, could ferrous go below 

$190? Sure. I suppose it could. But again, just in terms of the way that math was working, that assumes not only 

the price on the ferrous, but on the non-ferrous and $2 gas. 

 

And also, I don't think I mentioned this when I was going to the presentation, but the way that math works, I 

picked $190 and $0.40 just because those were the 10 year lows of running 12-month period. You can in fact 

actually cut those numbers in half, in the math still holds. So, it's not like if it goes to $189 and it changes the 

perspective. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Tyler? 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
Hey. I just – this is kind of a bigger picture question, looking at a long-term, talking a little bit about the fuel so to 

speak. Have you guys thought about how the evaluation of the waste stream will impact your BTU content of the 

waste over time as we strip out more BTUs some things that may have a higher BTU content in them? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
We've been looking at this for a numbers of years and then Derek will comment on it. It's interesting the – it 

somewhat counter intuitive, I've said this I think on a few calls that the BTU – we actually don't prefer high BTU 

content in most cases. I mean if you look at our revenues, two-thirds are the waste revenues that are coming 

across the scale. So – and we've got certain permit restrictions associated with that the steam production in a 

facility, and so we actually don't want the highest BTU content waste. We'd actually – and you heard say this we'd 

actually rather add people reduce, reuse, recycle. We'd rather get that waste after that process, but I think Derek, 

you've looked at this over the years and looked at BTU content; why don't you comment. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Yeah, so this is obviously something we track. We look at this every year. So, we have a historical trend. The trend 

actually has been coming down. The great thing about all these technologies that we run is there's some inherent 
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flexibility on what the heat rate needs to be from the fuel inputs. So, that's good, so they can take some more stuff 

out, if it's got pretty good calorific value, that's okay. 

 

And the second thing I'd probably point out to you is on the – in the area where Paul is actively managing, 

growing our businesses is environmental solutions space, where every one of these waste streams has a license 

that we're moving around, it presents a real opportunity for us to actually to create a designer fuel off-site that it 

relieves Michael's team on the operations side of having to do a lot of work. 

 

Our goal is to have it chew up pretty much MSW alike. And we can actually, I think on a go-forward basis, we'll 

have some nice optionality on whether we say, hey, let's put a higher heating value fuel into that plant because the 

heating rate is where we want it to be. So, that's actually one of the hidden benefits of pushing forward into that 

market. 
 ......................................................................................................................................................................................................................................................  

Patrick Tyler Brown 
Raymond James & Associates, Inc. Q 
Okay. And then as you look at your power portfolio, I mean, how many megs are under a steam cap as supposed to 

just a tonnage cap? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
I don't know... 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
[indiscernible] (5:29:22) We'll have to get back to you on that. 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
I mean it's certainly the majority. 
 ......................................................................................................................................................................................................................................................  

Michael Joseph de Castro 
Executive Vice President-Supply Chain A 
I was just going to talk a little bit about the heating value. The good news is when these plants were designed they 

were designed with the intent that they had some flexibility. If the heating value goes down, there is things that we 

can do were not at the mechanical limits of the equipment so you can increase speed rates on your grates, your 

feed systems. And it's – we saw that it was a long-term trend, we'd look at investments to make sure that that 

wasn't a limiting factor. 

 

The key is making sure you can hit your steaming rates, I mean, so that's the balance that you want to continue to 

focus on. So, we have guys in our R&D group that are looking at alternative technologies all the time. So, it should 

not be any significant impact in the future regardless of even if you saw a 20% reduction in heating value, we 

would be able to manage through it. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Dan? 
 ......................................................................................................................................................................................................................................................  
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Daniel Mannes 
Avondale Partners LLC Q 
Thanks. Dan Mannes with Avondale. Two questions first just a clarification for Brad. On the 2017 PPA roll-offs, 

given the current forward curve, can you just give us some color on what the magnitude is? 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
I'm not going to really get into the details there, but it obviously fits within the overall comment that I made a 

number of times about the overall transition being net neutral. 
 ......................................................................................................................................................................................................................................................  

Daniel Mannes 
Avondale Partners LLC Q 
Except that you called it out as being negative, but okay... 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
No. It's a negative taken with others, it's in aggregate, over time, neutral. 
 ......................................................................................................................................................................................................................................................  

Daniel Mannes 
Avondale Partners LLC Q 
Yeah. Understood. And then the second one, just I guess could be either for Matthew or for Brad. As you think 

through kind of the large asset packages that might be available. I mean, over the last several years, there have 

been a handful that have changed hands down. And I think it's fair to assume you guys have at least looked at all 

of them, and since Veolia haven't won any,. So I guess I'm wondering, is there something structure maybe from a 

cost of capital perspective, where you're maybe less competitive, or is there something different about, maybe the 

way people are looking at assets that has made you less successful? Alternatively said, is there something that 

maybe is more attractive as we look forward for the next turn? 
 ......................................................................................................................................................................................................................................................  

Matthew R. Mulcahy 
Senior Vice President & Head-Corporate Development A 
There is nothing structurally in a way, I mean yes, as I said when I was up here, yes, we're looking at all those 

opportunities to come in front of us. I don't think there is anything structural. I think some of what you're going to 

see is we are competing against others who have lower cost of capital. We understand the business and some of 

what we're seeing now [ph] for asset equal (5:31:58) to meet those standards to make sure to I allocate [ph] proper 

risk of return. (5:32:00) What we're starting to see is some of those folks who made investments are starting to 

realize, and inappropriately gauge the risk that's inherent, whether it'd be [indiscernible] (5:32:10) energy, and I 

think some of that's going to start to come about. The other opportunity that we're looking at, [indiscernible] 

(5:32:17) 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
If you look at the large infrastructure funds, they're going to have a pretty low cost of capital. So, they're hard to 

compete with, but they're all going to hold those assets for some period of time. My view is that sooner or later, 

they're coming around to an operator like us, and you've seen that – you've seen us to be able to buy assets over 

time and a lot of our facilities were acquired. We've been able to integrate those facilities and because we know all 

these different technologies, we do have a certain window into it as particularly as the plants get older, how to 
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keeps those pants operating. So, I think they come our way at some point, whether we get them the next turn or 

not is it depends on – sometimes depends on how hungry the infrastructure funds are. 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Yeah. I mean, I think with some of the – that the processes that have been public around the certain assets of 

trade, particularly in – well, really exclusively in Europe, that we've been at some level involved in. Can we maybe 

win, Matthew and the whole team are looking at the deals, we – maybe it's an impediment to winning the deal, if 

you will, "winning" that we know too much. I'd rather – especially with the big deal, I'd rather miss five good ones 

than do one really bad one, and they've been some bad ones. So, that being said, if we see value, if we see value, 

we'd be aggressive. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Michael? 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Thank you. A metals question. Five-year view, 500,000 gross tons looks like what? 
 ......................................................................................................................................................................................................................................................  

Sami Kabbani 
Vice President - Energy, Covanta Holding Corp. A 
From the revenue point of view? 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
No, at the tonnage; how much – from a volume standpoint. And if you got – if you're pulling out 500,000 now? 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
I already see it in five years. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
And if you looked over five years, that number is what, roughly? 
 ......................................................................................................................................................................................................................................................  

Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
It's I mean the items that we're focused on, the higher value items are captured in lower quantities. They're 

smaller percentage. Some of the other items that were sort of a material impact is few percentage point, but the 

value impact is going to be relatively significant. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Okay. 
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Steve Bossotti 
Senior Vice President - Covanta Metals Management, Covanta Holding Corp. A 
So, the areas that we are focusing that have magnetic properties that don't generally get captured [indiscernible] 

(5:34:44) and that's an intangible that we're studying right now that could make a pretty big impact on tonnage. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Okay. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
You look at the large tons, it's in the ferrous camp and we're in the eighth inning, to steal this baseball analogy. 

Some of the other things that we're doing are less tonnage; so less tonnage, but higher value. So we'll provide more 

color as time goes on. I don't know if we have a good number right now, there is going to be less tonnage coming 

up, but we're going to extract more values. We're working on that. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Got it. And then two questions for you Steve. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Sure. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
The China page at the capital costs for a China plant a third of the rest world. Am I worrying that they're not 

investing in air pollution things like that and that puts a target on your back for people who run around saying 

you're investing in lower quality environmentalism? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
That's a good question. I think my experience in China is that the construction costs are lower. If you look at a 

project, and Mike has been involved in these, usually, on a large industrial project, it's a third engineering, a third 

construction, a third equipment. Equipment is cheaper in China, but you can – and that's why I talk about low-

cost country sourcing, you should be able to get that equipment in the other places. So, I think one of our goals 

ultimately is going to be how do you access that lower cost equipment in other places, including the U.S. and 

Europe. 

 

And there's been reluctance, right, just quality issues your hear come up about China all the time. Their 

construction costs are lower. And I think there's probably – I suspect there's probably more cookie cutter plant so 

you don't have as much engineering. So, I think it's more a function of the cost structure in China versus 

somebody taking a shortcut on APCs and things like that. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
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Okay. And then another question. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Sure. 
 ......................................................................................................................................................................................................................................................  

Matthew R. Mulcahy 
Senior Vice President & Head-Corporate Development A 
The physical foot print of a plant in China for the same tonnage was about half of what it in the rest of the world, 

and that has to do with the fact that there is lot more cement and we would use in terms of steel. But also the BTU 

content of the waste is much lower than what it is here in the U.S. So, there is physical difference in the 

equipment. I would fundamentally say no, you do not have to worry about environmental compliance or 

investment in environmental pollution control equipment. The investments we're making in our plants, we make 

sure that they run using that equipment. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah, good point. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Got it. Okay. And then for you Steve, Air Products at a conference yesterday talked about Tees Valley and directly 

inferred, didn't come around and say it was for sale, but made it very clear that they would be interested in selling 

it. Is that something it fits the portfolio or is that too far stream given that 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
So, can that be something we look at? I'm not sure where they're at in their process. I think they're still in start-up 

phase. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
I thought I heard on their investor call that they said, Jesus, they really need to get that plant started up – first 

plant started up before they'd even talk about the topics. So, I don't know. It's certainly – it would be something – 

because of our size and our scale and our operating capabilities, it'd be something that we would probably get a 

call on... 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Right. 
 ......................................................................................................................................................................................................................................................  
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Stephen J. Jones 
President and Chief Executive Officer A 
...and we'd certainly take a look at it. 
 ......................................................................................................................................................................................................................................................  

Michael E. Hoffman 
Stifel, Nicolaus & Co., Inc. Q 
Great. Thank you. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Sure. Chris. Chris... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
You need a microphone. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Yeah. Chris, you'd need a mic. 
 ......................................................................................................................................................................................................................................................  

Chris W. Fidyk 
Findlay Park Partners LLP Q 
Just so I'm clear on the continuous improvement, whether it's 1%, 3%, 5%, the objective is just to offset inflation? 

Conceptually, maybe do a bit better than that? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Well, so if you look at continuous improvement, I've looked just for the last 10 years in a large plant environment, 

you're going to have bad things that happens to the plant. So, this guy next to me here is going to have things that 

challenge him over time. It's like a bucket, right. The bucket has some holes in it. And part of what you do, part of 

what Mike's job is to make sure those holes aren't big, right. But at the same time, you've got some leakage out of 

the bucket. So, you have to pour enough in the top so that you're covering inflation and then you're picking up 

some extra value, right. 

 

So, I'd say – and again, I've used this bucket analogy in previous roles. It's really around, you've got to start 

pouring more in the top of the bucket. Bad things will happen at facilities. I mean, you have leakage over time, I 

shouldn't say bad things, but you have leakage over time. This is rotating equipment, it will need maintenance and 

things will happen from time to time. So, you have to be doing enough to get ahead of the curve. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
Hi, thank you. Just in relation to the Dublin project, can you just talk about what kind of currency risk you have 

there? How are managing it? What is your hedging program in relation to currency in general? 
 ......................................................................................................................................................................................................................................................  
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Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Yeah, certainly what's the plants in operation that the cash flow and probably contribution in U.S. dollar terms 

would be exposed to dollar to euro. We haven't hedged out that far at this point. Any U.S. dollar investment that 

we're going to make into that project we've made. The majority of the projects is funded in euros; we have the 75% 

of the construction covered with the project level financing that's all in euros and the revenues will be euros. 

 

So, for the most parts, it's pretty well-matched. Where there will be an issue going forward will be translation of 

those financial results back in the U.S. dollars as we report our financials obviously. At that point, we'll have to 

look at what the whole portfolio looks like and what sort of currency exposure we want to have on our earnings. 

That's probably not going to be frankly a concern. We don't really focus on book earnings so much. It's going to be 

on cash flow and where is that cash flow going? Is it coming back to the U.S. to fund x or y, or is it being reinvested 

[ph] in Europe? (5:40:26) I mean, there is so many different variable that would impact on that kind of an 

analysis and thinking; but again, that's a few years away. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
So, you would make that analysis around 2017 timeframe. And from then, you will decide to go on hedges and 

things of that nature if you choose to? 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Well, certainly the company will continue to think about it as the date approaches, we're not necessarily going wait 

'til the first day of operation and then – to decide what we want to do. But at this point it's – I think it's too 

preliminary. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
Thank you. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Brendan? 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Just more of a calendar type of question, I guess. On the energy side, you had talked about the transition and then 

the capacity performance auctions coming up, which I guess you're relatively constructive on. And then you have 

this Huntsville project, I guess, we'll find out about in a couple of months, couple of few months like that; we'll 

find out the results there. And then in early 2016 you'll give us some more detail potentially on this Perth project, 

is that fair? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
That's correct. 
 ......................................................................................................................................................................................................................................................  



Covanta Holding Corp. (CVA) 
Analyst Day 

Corrected Transcript 
12-Aug-2015 

 

 
1-877-FACTSET   www.callstreet.com 

 84 
Copyright © 2001-2015 FactSet CallStreet, LLC 

 

Brendan Naeve 
Levin Capital Strategies LP Q 
And then I guess on the cost cutting, Steve, we go something at some point? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yes. Correct. That's the right timeline. 
 ......................................................................................................................................................................................................................................................  

Brendan Naeve 
Levin Capital Strategies LP Q 
Is there anything else to think about as far as like catalysts on the stocks that we're maybe not thinking about? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
I think we laid a pretty complete picture out today, so. I think we've covered most of the basis, and we've talked 

about things today that we hadn't talked about before, including something like the Perth project. So, I think it's 

been pretty good timeline we laid out today. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Sure. Al? 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
Could you give us an update on, first, Durham York, if there's any? I know we're saying 2016, but between now 

and then, what should we hear from you on this contract? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yes. So, Mike talked a little bit about this earlier. We're in the middle of an outage in particular to handle some of 

the issues that I'd mentioned on the Q2 call. Why don't you kind of give a better – a further update. 
 ......................................................................................................................................................................................................................................................  

Michael Joseph de Castro 
Executive Vice President-Supply Chain A 
Sure. The critical path schedule is to get the plant up and running, finished commissioning. So now, that we made 

these changes, finish the commissioning. There is a 30-day acceptance test that we have to go through, and then 

we had to submit that documentation to the client. So, they have the period of time to review. So I think, we still 

are within that same timeframe. Expect to have all of that done by the middle of December, if you will, and then be 

commercially operational sometime in Q1. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
But the cost side of that or additional cost that could occur would be a result of the commissioning not been 

successful? 
 ......................................................................................................................................................................................................................................................  
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Michael Joseph de Castro 
Executive Vice President-Supply Chain A 
Correct, but there is – we believe that there is limited risk that – we've commissioned many of these. We've been 

burning waste since February of this year. So, we've been able to check out many of the systems. We haven't had 

the chance to run the turbine at full load, and so there is some other things there; but there is less systems that 

needed to be commissioned. But we got to get everything running and stabilized at what we call maximum 

continuous rating before we can say all is good. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
That's helpful, Mike. Secondly, help me to appreciate with the MTS contract, the New England capacity reduction 

that's going on, and I think at the two facilities you're going to be taking, Delaware and Niagara, you're pretty close 

to full on a daily basis. So, talk about a little bit of the market dynamic on the waste you may be displacing and 

what that may do – or what you – how are you thinking about that going forward? 

 

If you could wrap in there – could you wrap in there the discussion about what I heard – it was subtle, an 

operational swap maybe between you getting more aggressive on volumes in the winter based on seasonality and 

maybe shifting that to a partner, a landfill in the summer months? 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Okay. Two-part question, so let see if I can get this right. So, a little clarity. So, the North Shore MTS, both MTS is 

at full run rate. The deal basically is a 50%-50% split between Covanta Delaware and Covanta Niagara. So, 

750,000 tons, 800,000 tons a year; 400,000 tons each. 

 

Both those facilities are large facilities. Chester processes more than 1.2 million tons a year of solid waste. So, 

you're at 25% of that capacity. Niagara does about 750,000 tons, 800,000 tons. So, you're at 50% at the Niagara 

facility. So, certainly at Niagara, given the local volume and [indiscernible] (5:45:30) on the environmental 

solutions side it's a pretty important plant when it comes to that. That plant is full. 

 

So, what do we displace? Typically, that plant has required a heavy dose of Canadian volume from the GTA to keep 

full. And in a hurry to displace that volume, because the Canadian dollar's not doing so well either. And obviously, 

those folks up there are not going to continue to pay the high rate when it got other options, another people 

pricing in Canadian dollars. 

 

So, I think that's great. That's always been give and take there, and that's my homeland up there up to the north. 

So, I'm displacing all my former colleagues, but I feel pretty good about it. And then I think, that's the plant that 

we can get back to what I think is more normalize tip fees and certainly I think in that market area and Western 

Europe, we're going to be a leader when it comes to how we manage. 

 

At Chester, again, big plant, a lot of options we have a big local market down by Delaware Valley. I interchange 

Chester at Delaware Valley for all you folks. So, we have a lot of volume in the greater Philadelphia market that 

comes in there, it comes in there at a nice price. Relative to our other option, which historically has been Northern 

Jersey and commercial carters from Metro New York or Long Island. 

 

So, those are the volumes that we're actually displacing at our Delaware Valley project for the most part is the stuff 

coming out of this metro complex up here. And again that's a great thing we can kind of get off that to and fro that 

we had for a number of years that the plants always had large quantities of volume required for the big spot 
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contingent and one of the unforeseen benefit so far, and I don't want to read too far into this, its early, but 

certainly having the waste and containers at the facility is really been an added benefit. So, you can kind of think 

of that as maybe another way of having some interim storage and very secure. So, that's good and definitely we 

have some other plants. 

 

Thank you, Michael. He's very good in the business side too by the way and I welcome them. It keeps me honest. 

We have a couple of other plants in that marketplace, Camden and Plymouth that you can refer to the book, I 

mean we sell all these plants every day. Plymouth is pretty contracted right now, albeit shorter-term contracts; I 

think like five years. That just went from a service fee plant into a merchant stage and I think we did really well in 

the marketplace on that one. That was effective January of this year. 

 

Camden, again we're short in terms of contracts there with heavy contingent it's all local volume. So, as Delaware 

Valley fills and is reliably full, I think there's a reaction we're going to look at our capacity in that market, probably 

a lot more globally than we did before. [indiscernible] (5:49:11) always going to Delco let's get the ton onto Delco, 

worry about everybody else later. So, a much different environment. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
Good. Yeah. 
 ......................................................................................................................................................................................................................................................  

Derek Veenhof 
EVP-Sustainable Solutions, Covanta Holding Corp. A 
Yeah. Hopefully that answers your question. 
 ......................................................................................................................................................................................................................................................  

Al Kaschalk 
Wedbush Securities, Inc. Q 
[indiscernible] (5:49:25) 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
[indiscernible] (5:49:26) That's a number I was going to give, too. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
Steve, I appreciate all the color you gave... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
...today and also on the growth initiatives. I'm just curious it sounds like you do have a lot of things lined up, 

maybe even – I guess, it depends on how they'd come and staged in over time. But I'm just curious, and Brad 

talked about this in terms of buying back stock, capital allocation. Curious, is there going to be a point where 
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you're going to need to access the capital markets to handle some of these things that you're looking at, or is that 

low on the priority list? 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah, Brad can comment on this, too. I mean, I think we're pretty comfortable with the things that we have – we 

have visibility on. We mentioned Perth today and we have to think about what we do in the Perth kind of situation 

now we have a partner there. So, we haven't – I don't think we've worked our way through to all the requirements 

yet, but I'm not seeing anything closing on the horizon from a capital market standpoint. I don't know, Brad, if you 

want to... 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
Yeah. I mean, I concur with that. Certainly, the things that are in our pipelines, as I laid out today, are already 

financed. The things that we're talking about whether it's some additional roll up acquisitions in the 

environmental solutions area, those are small deals... 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer A 
Yeah. 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
...something like a Perth that's going to be project financed on a nonrecourse basis. We have partners that's not 

going to be a big necessarily Covanta investment requirement. 

 

To the extent we're talking about big M&A, we'd have assess that and take into account the cost of capital of 

having to access the capital markets. We're not going to approach the capital markets unless we have a compelling 

story to sell. And in many ways, that's a healthy bar to get over. 
 ......................................................................................................................................................................................................................................................  

Feliks Kerman 
Visium Asset Management Q 
Did you raise the hurdle rate on any project that wouldn't either use or need to access the capital markets to 

complete it? 
 ......................................................................................................................................................................................................................................................  

Bradford J. Helgeson 
Chief Financial Officer & Executive Vice President A 
If not explicitly, certainly implicitly. 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations A 
Okay. Looks like we've answered all the questions. And do we have any on the webcast? 
 ......................................................................................................................................................................................................................................................  

Alan Katz 
Vice President-Investor Relations 
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All right, great. Well thank you, everyone for coming. We really appreciate it. We'll have – this webcast will be 

archived, the transcript will be up in the next 48 hours on our website. I'd encourage everyone to grab a hard hat 

on their way out; we're giving away Covanta hard hats. And again, thank you, all, for coming. 
 ......................................................................................................................................................................................................................................................  

Stephen J. Jones 
President and Chief Executive Officer 

Thanks, folks. 
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