ANNUAL RATES  Past

Past Est'd '05-'07

of change (per sh) 10 Yrs 5Yrs.  to'l1'13
Revenues - - 7.5%
“Cash Flow” -- -- 10.5%
Earnings -- -~ 185%
Dividends -- -- Nil
Book Value - .- 21.0%
Cal- QUARTERLY REVENUES ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2005 1748 1991 3015 303.4| 9788
2006 3054 3341 3111 317.9( 1268.5
2007 330.2 3551 3524 395.4| 14331
2008 388.8 390 395 401.2| 1575
2009 410 420 430 440 | 1700
Cal- EARNINGS PER SHARE A B Full
endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year
2005 .10 .05 .16 .16 A48
2006 .08 23 21 .08 .60
2007 .08 21 24 45 .99
2008 10 24 29 32 .95
2009 .25 .29 .30 31 1.15
Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2004
2005 NO CASH DIVIDENDS
2006 BEING PAID
2007
2008

of $0.10 fell well short of our estimate
of $0.26. Although 2007 ended on a high
note, this did not carry over into the new
year. The March quarter is seasonably
weak, because of the timing of annual
plant maintenance, but we believe in-
creased business should have made up for
these elevated costs.

Management expects better results
for the remainder of the year. Earnings
guidance stands at $0.90-$1.00 for the full
year, which suggests that bottom-line per-
formance will improve. It is worth noting,
however, that the company will be facing
difficult comparisons at the end of the
year, since 2007’s fourth-quarter earnings
were exceptionally strong. All told, we
think earnings per share will total $0.95, a
modest decline from last year'’s tally.

We have trimmed a dime per share off
our 2009 earnings estimate. We do not
think margins will be able to expand to
the previously expected level. Our top-line
estimate is unchanged, but our model now
assumes a lower level of profitability. Even
so, the bottom line may well grow at a
20%-25% clip, to $1.15 per share. An im-
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On March 10, 2004, Danielson Holding | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [ 2008 | 2009 | ©VALUELINEPUB,INC, 11-13
Corporation acquired Covanta Energy for 785 | 693 | 860 931| 995| 1030 [Revenues persh 12.65
$30 million in cash. Prior to the merger, 119 | 132 191| 226| 225| 245 |“CashFlow” persh 330
Danielson operated as an insurance firm, 37 48 60 99 95| 1.15 |Earnings per sh A 1.90
and it traded on the American Stock Ex- -l - - Nil | Nil |Div'ds Decl'd per sh Nil
change under the ticker “DHC". Following 16 17 37 56 63 67 |Cap'l Spending per sh 90
the purchase, Covanta's operations became 184 | 424 | 501| 667| 810 | 1025 |Book Valuepersh © 1645
the firm's primary business. In September 7343 | 141.25 | 14750 | 153.92 | 158.00 | 165.00 |Common Shs Outst'g € | 170.00
2005, the company was renamed Covanta 209 281 307| 246 | Bold figires are |Avg Ann'l PJE Ratio 210
Holding Corporation, and in October the 110 | 150 | 166| 130| Valuelline Relative P/E Ratio 180
stock began trading on the New York Stock - - - | estmaes Ay Annl Div'd Yield Nil
Exchange under the ticker symbol “CVA". 5762 | 9788 | 12685 | 1433.1| 1575 1700 |Revenues ($mill 2150
CAPITAL STRUCTURE as of 3/31/08 ] 22.6% | 34.8% | 37.9% | 33.9% | 31.8% | 33.5% |Operating Margin 38.0%
ITotaélDzezl;t $,2”245f mill Dtug I&S Yrs $846 mill. 533 | 1249 | 1932 1970 195| 205 |Depreciation ($mill) 225
nc. mill. of project debt. ) )
LT Debt $2043 mill. LT Interest $93 mill 234;,1 612 | 688 21251‘;5 150 190 Net Profit (Sl 330
(LT interest earned: 2.6x; total interest coverage: 325% | 436% | 454% % | 40.0% | 45.0% |Income Tax RaFe 45.0%
1.5%) (67% of Cap'l) 59% | 6.3% | 7.0% | 10.6% | 9.5% | 11.2% |Net Profit Margin 15.5%
Leases, Uncapitalized: Annual rentals $36.8 mill. 2125 | 2334 | 3428 | 3034 370 595 |Working Cap’l ($mill) 530
Pension Assets-12/07 $61.6 mill. , 503.5 | 2684.7 | 2469.4 | 20972 | 1700 | 1510 |Long-Term Debt ($mill) | 1125
oid Stock None Oblig. $72.9 mill 1348 | 5992 | 7392 | 10261 | 1280 | 1690 |Shr. Equity (Smill) 2800
Common Stock 154.241.952 shs. 7.7% | 40% | 55% | 6.6% | 50% | 6.0% |Returnon Total Cap'l 8.5%
as of 4/16/08 o 25.3% | 10.2% | 12.0% | 14.8% | 11.5% | 11.5% |Return on Shr. Equity 12.0%
MARKET CAP: $4.1 billion (Mid Cap) 25.3% | 10.2% | 12.0% | 14.8% | 11.5% | 11.5% |Retained to Com Eq 12.0%
CURRENT POSITION 2006 2007 3/31/08 -- -- -- - Nil Nil |All Div'ds to Net Prof Nil
Cas(ﬁMALSLS')etS 2405 151.9 126.9 | BUSINESS: Covanta Holding Corp is engaged in waste disposal, ings Corp. (6/05); Covanta Energy (3/04). Has about 3,500 emplys.
Receivables 209.3 2521  244.8 | energy services, and specialty insurance. Through its wholly owned  SZ Investments owns 15.0% of common stock; Third Ave. Mgmt.
Inventory (Avg Cst) - - -~ | subsidiary, Covanta Energy, it operates waste-to-energy facilites LLC, 5.7%; Wellington Mgmt. Co., 5.6%; Blue Ridge L.P., 5.2%;
8ther A gggg 33&8 ‘7%;‘71 that convert municipal waste into clean, renewable energy. Auto in-  Chrmn. Samuel Zell, 15.1%; other off. & dir., 7.0% (5/08 Proxy).
Aurrer:)t ssbelts 20'2 29‘9 39'4 surance is provided via another subsidiary, National American In-  Pres. & CEO, Anthony J. Orlando. Addr.: 40 Lane Rd., Fairfield, NJ
Dg%ttsDu%la e 2267 2025 2015 | Surance Company of California. Acquired American Ref-Fuel Hold-  07004. Tel.: 973-882-9000. Internet: www.covantaholding.com.
Other 2139 2502 2376 ‘s firat- i i i
Current Liab. 1505 —4olc —ai7me Covanta’s first-quarter share earnings portant factor that should help earnings is

the company’s shrinking debt burden.
Covanta has been using its ample cash
flow to pay down its borrowings, reducing
interest expense in the process.

This stock is timely. CVA carries an
Above-Average (2) ranking for year-ahead
price performance relative to the broad
market averages.

We think these shares should also ap-
peal to long-term investors with ag-
gressive leanings. Covanta’s business
outlook appear solid, since the company of-
fers solutions to two public concerns
(waste disposal and power generation).
Thus, this stock’s 3- to 5-year capital
growth potential is above average. How-
ever, we point to the Below-Average Safety
rank (4), as well as the poor marks for Fi-
nancial Strength and Price Stability, as
signs that this stock may be ill-suited for
conservative accounts.
Tom Nikic

CASH POSITION

Current Assets to Current Liabilities:
Cash & Equiv’s to Current Liabilities:
Working Capital to Sales:

July 4, 2008

3/31/08
165%
27%
20%

3-Year Av'g
162%
38%
24%

(A) Diluted earnings. Excludes nonrecurring | (B) 2005 earnings per share do not sum due to | (D) Includes intangibles. In '07: $216.0 mill.,
items: 05, (2¢); '06, 12¢; '07, (14¢). Next egs.

report due late July.
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change in shares outstanding.

$1.40/share.

(C) In millions.

Company’s Financial Strength C++
Stock’s Price Stability 15
Price Growth Persistence NMF
Earnings Predictability NMF

To subscribe call 1-800-833-0046.




