














BALANCE SHEET DATA

(In thousands)
As of December 31,
ASSETS 2006 (1) 2006 2005
(Unaudited)
Cash and cash equivalents $ 124,948 $ 233,442 $ 128,556
Reestricted funds held in trust 368,972 407,921 447,432
Property, plant and equipment, net 2,637,923 2,637,923 2,724,843
Total Assets 4,281,003 4,437,820 4,702,165
Long-term debt 1,023,851 1,260,123 1,308,119
Project debt 1,435,947 1,435,947 1,598,284
Total liabilities 3,384,161 3,655,987 4,022,296
Stockholders’ equity 854,221 739,152 599,241

(1) These balance sheet amounts were prepared on a pro forma basis as if the recapitalization plan was fully implemented

on December 31, 2006.

STATEMENTS OF CASH FLOWS DATA

(In thousands)

For the Years Ended December 31,

2006 2005 (1) 2004 (2)

Cash flow provided by operating activities $ 309,247 $ 208,259 $ 108,353
Purchase of Covanta ARC Holdings, Inc. (2005) and

Covanta Energy Corporation (2004) — (747,348) (36,400)
Cash acquired from Covanta ARC Holdings, Inc. (2005)

and Covanta Energy Corporation (2004) — 62,358 57,795
Purchase of property, plant and equipment (54,267) (23,527) (11,999)
Proceeds from rights offering, net 20,498 395,791 41,021
Proceeds from borrowings on long-term debt 97,619 675,000 —
Principal payments on long-term debt (140,638) (368,432) (19,673)
Principal payments on project debt (151,095) (188,975) (67,943)
Net increase in cash and cash equivalents 104,886 32,408 78,196
Cash paid for interest 205,807 154,545 66,917
Cash paid for income taxes 17,398 16,737 24,207

(1) Includes the results of operations for Covanta ARC Holdings, Inc. from June 25 through December 31, 2005.

(2) Includes the results of Covanta Energy Corporation from March 11 through December 31, 2004.
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Covanta Holding Corporation
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President and Chief Executive Officer
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Ronald J. Broglio
President
RJB Associates
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Partner
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Richard L. Huber
Managing Director, Chief Executive Officer
and Principal
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President and Chief Executive Officer

Covanta Holding Corporation

William C. Pate
Managing Director
Equity Group Investments, LLC

Robert S. Silberman
Chairman of the Board of Directors
and Chief Executive Officer

Strayer Education, Inc.

Jean Smith
Managing Director
Plainfield Asset Management LLC

Clayton Yeutter
Senior Advisor
Hogan & Hartson LLP

EXECUTIVE OFFICERS

Anthony J. Orlando
President and Chief Executive Officer

John Klett
Senior Vice President and Chief Operating Officer

Covanta Energy Corporation

Mark A. Pytosh
Senior Vice President and Chief Financial Officer

Timothy J. Simpson
Senior Vice President, General Counsel

and Secretary

Thomas E. Bucks
Vice President and Chief Accounting Officer

In 2006, our Chief Executive Officer submitted to the New York Stock Exchange (“NYSE”) the annual certification regarding Covanta’s compliance
with the NYSE’ corporate governance listing standards, stating that he was not aware of any violation of the N'YSE corporate governance listing standards.
In addition, our Chief Executive Officer and Chief Financial Officer provided all certifications required by the Securities and Exchange Commission

regarding the quality of Covanta’s public disclosures in its reports during 2006.



SHAREHOLDER INFORMATION

CORPORATE OFFICE
Covanta Holding Corporation
40 Lane Road

Fairfield, NJ 07004

www.covantaholding.com
INDEPENDENT ACCOUNTANTS AND AUDITORS
Ernst & Young LLP

Metropark, NJ

INVESTOR SERVICES

TRANSFER AGENT

American Stock Transfer and Trust Company
59 Maiden Lane

Plaza Level

New York, NY 10038

OVERNIGHT ADDRESS

American Stock Transfer and Trust Company
Operations Center

6201 15th Avenue

Brooklyn, NY 11219

If you have questions regarding security ownership or

would like to request printed information, including the 800 937 5449
most recent Form 10-K, please contact the Company’s 718 921 8124
Investor Relations Department. Write to the corporate 718 236 2641 Fax

office address or call 973.882.7001.

Please send change of address notices directly

to the transfer agent.

This 2006 Annual Report to Shareholders (“2006 Annual Report”) contains an overview of our business, as well as information regarding our operations
during fiscal 2006 and other information that our shareholders may find useful. Our 2006 Annual Report includes certain items from our Annual Report
on Form 10-K for the fiscal year ended December 31,2006 filed with the U.S. Securities and Exchange Commission (“SEC”) on February 26,2007. (the
“2006 Form 10-K”). Please note, however, that the 2006 Form 10-K is not incorporated by reference into this 2006 Annual Report.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this 2006 Annual Report and in our 2006 Form 10-K may constitute “forward-looking” statements as defined in Section
27A of the Securities Act of 1933 (the “Securities Act”), Section 21E of the Securities Exchange Act of 1934 (the “Exchange Act”), the Private
Securities Litigation Reform Act of 1995 (the “PSLRA”) or in releases made by the SEC, all as may be amended from time to time. Such forward-
looking statements involve known and unknown risks, uncertainties and other important factors that could cause the actual results, performance or
achievements of Covanta or industry results, to differ materially from any future results, performance or achievements expressed or implied by such
forward-looking statements. Statements that are not historical fact are forward-looking statements. Forward-looking statements can be identified by,
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among other things, the use of forward-looking language, such as the words “plan,” “believe,” “expect,” “anticipate,” “intend,” “estimate,” “project,’
g g g languag )

5

e

“may,”“will,” “would,”“could,”“should,”“seeks,” or “scheduled to,” or other similar words, or the negative of these terms or other variations of these
terms or comparable language, or by discussion of strategy or intentions. These cautionary statements are being made pursuant to the Securities Act, the
Exchange Act and the PSLR A with the intention of obtaining the benefits of the “safe harbor” provisions of such laws. Covanta cautions investors that
any forward-looking statements made by Covanta are not guarantees nor are they indicative of future performance. Important assumptions and other
important factors that could cause actual results to differ materially from those forward-looking statements with respect to Covanta, include, but are
not limited to, the risks and uncertainties affecting their businesses described in Item 1A of our 2006 Form 10-K for the year ended December 31,2006

and in other securities filings by Covanta.

Although Covanta believes that its plans, intentions and expectations reflected in or suggested by such forward-looking statements are reasonable,
actual results could differ materially from a projection or assumption in any of its forward-looking statements. Covanta’s future financial condition and
results of operations, as well as any forward-looking statements, are subject to change, inherent risks and uncertainties. The forward-looking statements
contained in this 2006 Annual Report are made only as of the date hereof and Covanta does not have or undertake any obligation to update or revise

any forward-looking statements whether as a result of new information, subsequent events or otherwise, unless otherwise required by law.
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ABOUT THE PRODUCTION OF THIS BOOK

PRINTING

This book was printed in its entirety using the latest ultraviolet (UV) technology. UV inks
do not produce harmful by-products like standard printing inks. This eliminates the need
for solvents that release volatile organic compounds (VOCs) into the atmosphere. Empty ink
containers require no special disposal method and UV printed material can be safely recycled.
The printer of this book is FSC certified, ensuring that they meet the highest standards of

responsible forest management.

PAPER

The non-translucent paper in this book is Neenah Environment PC100, which is man-
ufactured from 100% post-consumer fiber. It has a neutral pH and is processed without the
use of chlorine chemistry. Neenah Environment PC100 is also certified by Smart Wood,
a program of the Rainforest Alliance, to the FSC standards. The translucent cover is Glama
Natural Recycled, which is manufactured from 30% post-consumer waste. Glama Natural is

elemental chlorine free,lignin and acid free, and fully recyclable.

Covanta Holding Corporation
40 Lane Road
Fairfield,NJ 07004

1
"N
W =

o

[
" |g‘
NAERN
=

-
)
L_/I\
]

[/

@)

8"
Recycled ‘m,a
Supporting responsible use

of forest resources
www.isc.org Cert no. SW-COC-1613
©1996 Forest Stewardship Council






