Waste M anagement Announces Second Quarter 2007 Earnings

July 31, 2007 7:31 AM ET

Incone from Qperations as a Percent of Revenue Expands by over 200
Basi s Points

Conmpany Rai ses Full -Year 2007 Earni ngs Gui dance

HOUSTON--(BUSINESS WIRE)--July 31, 2007--Waste Management, Inc. (NY SE:WMI) today announced financial results
for its second quarter ended June 30, 2007. Net income for the quarter was $338 million, or $0.64 per diluted share, compared
with $417 million, or $0.76 per diluted share in the prior year period. The Company noted several items that impacted the results
in the current and prior years second quarters. Excluding these items, net income would have been $0.56 per diluted sharein the
second quarter of 2007 compared with $0.45 per diluted sharein the prior year quarter, or a 24% increase in earnings per diluted
share.(a)

The Company noted the following items that impacted the results for the quarter:

A $24 million benefit in net income primarily resulting from
incone tax audit settlenents and adjustnents to deferred taxes
arising fromlegislative changes.

An after-tax benefit of $18 million due to gains on the
di vestitures of operations.

Combined, these items improved second quarter 2007 after-tax earnings by $42 million. Without the impact of these items, net
income for the quarter would have been $296 million, or $0.56 per diluted share.(a)

The prior year's second quarter earnings included a net after-tax benefit of $168 million primarily due to tax audit settlements.
Without such benefit, net income in last year's second quarter would have been $249 million, or $0.45 per diluted share.(a)

Income from operations as a percent of revenue improved 230 basis points to 18.9% in the second quarter of 2007 as compared
with the second quarter of 2006. Income from operations as a percent of revenue, as adjusted for the items noted above,
increased 210 basis points to 17.9% in the second quarter of 2007 as compared with the second quarter of 2006.(a)

"We are pleased with our second quarter 2007 financia performance, as we again accomplished our primary goals of adjusted
earnings growth, operating margin expansion and strong free cash flow," said David P. Steiner, Chief Executive Officer of Waste
Management. "Our strong financia performance continues to be driven by the success of our pricing and operational excellence
programs.”

Revenues for the quarter were $3.36 billion as compared with $3.41 billion in the year ago period, a decline of $52 million, as the
Company continued to execute its strategy to divest underperforming operations and accounts. Excluding the divestiture of
underperforming operations representing $104 million of second quarter 2006 revenues, second quarter 2007 revenues would
have been up $52 million on a year-over-year basis. (a)

Steiner continued, "Our interna revenue growth due to yield on base business was 3.4%. If we include the 2.2% benefit from
higher recycling commodity prices, internal revenue growth from yield was 5.6%. The internal revenue growth from yield in our
combined commercial, industrial and residential lines of business was 4.6%. Our strategy to price work in order to achieve
acceptable margins and returns again worked very well in the second quarter, as the volume loss in our collection line of business
was about 4.8%, but the income from operations in our collection business grew 20%.

"The internal revenue growth from yield at our landfills and transfer stations improved in the second quarter of 2007, and we
expect that to continue as we further implement our disposal pricing excellence program throughout the Company.”

Asfor the Company's operational excellence programs, Steiner noted, "Our operating expense results continued to improve
during the second quarter of 2007. We lowered our operating costs by $107 million during this year's quarter, which is a 4.9%
improvement in absolute dollars when compared with the prior year's quarter. Operating expenses as a percent of revenue in the
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second quarter of 2007 stood at 62.3%, a 220 basis point improvement when compared with the second quarter of 2006. This
marks the eighth consecutive quarter in which our year-over-year operating costs as a percent of revenue have improved.

"Net cash provided by operating activities and free cash flow were both strong for the quarter. We returned $321 million to
shareholders in the form of our $0.24 per share quarterly dividend and our share repurchase program.”

Key Highlights for the Second Quarter of 2007

-- Income fromoperations as adjusted was $600 million, or 17.9%
of revenue, an increase of 210 basis points conmpared with the
prior year second quarter as adjusted.

-- Internal revenue growth fromyield on base business of 3.4%
Including the positive inmpact of higher recycling compdity
prices, internal revenue gromh fromyield was 5.6%

-- Higher recycling commodity prices contributed approxi mately
$0.02 per diluted share to the year-over-year inprovenent in
earni ngs per diluted share.

-- Internal revenue growth fromvol ume was negative 4.4% The
vol ume conponent included a 4.8% reduction in collection
volunmes and a 4.4%reduction in landfill vol unes.

-- Divestitures caused a 3.1% decline in revenues in the quarter,
whil e acquisitions contributed 0.2% to higher revenues.

-- Operating expenses were 62.3% of revenue, down from 64. 5% of
revenue in the same period in 2006.

-- Capital expenditures of $209 mllion, conpared with $296
mllion in the second quarter of 2006.

-- Free cash flow of $475 nmillion, conpared with $398 million in
the second quarter of 2006. (a)

-- Atotal of $321 million in cash returned to shareholders in
the formof $196 mllion in common stock repurchases and $125
mllion in dividend paynents.

-- The effective tax rate in the quarter, after adjusting for the
income tax itens noted above, was 34% which reflects an
estimat ed phase-out of 29% of our Section 45K tax credits due
to the level of actual and projected crude oil prices.(a)
Section 45K tax credits generated an additional $0.02 per
di luted share benefit to net inconme in the second quarter of
2007 conpared with the second quarter of 2006.

Steiner concluded, "Our overall performance during the first and second quarters of this year was very strong. The continued
success of our pricing and operationa excellence strategies is clearly reflected in our results. Our first and second quarter results
give us confidence that we will achieve our earnings expectations for the remaining two quarters of 2007. As aresult, we now
project our full-year 2007 earnings to be within the range of $2.07 to $2.11 per diluted share, without considering the financial
impact associated with the recently ended labor disruption in the Oakland, California area and certain other items.(a) Thisis an
increase from our previous projection of $2.03 to $2.07 per diluted share. On the same basis, we now project that we will meet
or exceed our previously projected free cash flow range of $1.30 to $1.40 hillion for the full-year 2007."

(a) This earnings release contains a discussion of non-GAAP measures, as defined in Regulation G of the Securities Exchange Act
of 1934, as amended. The Company reportsits financial results in compliance with GAAP, but believes that also discussing non-
GAAP measures provides investors with (i) additional, meaningful comparisons of current results to prior periods results by
excluding items that the Company does not believe reflect its fundamenta business performance and (ii) financial measures the
Company uses in the management of its business. GAAP measures that have been adjusted to exclude the impact of certain
unusual, non-recurring or otherwise non-operational items include:

Page 2/15



Ear ni ngs per diluted share;

Net incone;

Incone from operations as a percentage of revenue;
Compar ati ve changes in revenue;

Ef fective tax rate; and

Proj ected earnings per diluted share.

The Company also discusses free cash flow and projected free cash flow, which are non-GAAP measures, because it believes
that investors are interested in the cash produced by the Company from non-financing activities that is available for uses such as
the Company's acquisitions, its share repurchase program, its scheduled debt reduction and the payment of dividends. The
Company defines free cash flow as:

Net cash provided by operating activities
Less, capital expenditures

Pl us, proceeds fromdivestitures of businesses, net of cash
di vested, and ot her sal es of assets.

The Company's definition of free cash flow may not be comparable to similarly titled measures presented by other companies, and
therefore not subject to comparison.

Except for projected earnings per diluted share, discussed below, and the comparative change in adjusted revenue, which is
reconciled in the text of this release, the quantitative reconciliations of each of the non-GAAP measures presented herein to the
most comparable GAAP measures are included in the accompanying schedules. Investors are urged to take into account GAAP
measures as well as non-GAAP measures in evaluating the Company.

The full year adjusted earnings of $2.07 to $2.11 per diluted share projected by the Company excludes (i) the first quarter 2007
impact of restructuring charges of $6 million after tax; (ii) the 2007 year-to-date impact of $40 million associated with income tax
benefits; and (iii) the second quarter net $18 million in after-tax gains from the divestiture of certain operations. GAAP net
earnings per diluted share for the remaining two quarters of the year may include restructuring charges, asset impairment and
unusual items charges, gains or losses from divestitures, the resolution of income tax items, and other items that are not currently
determinable, but may be significant, such as the financial impact of the labor action in the Oakland, California area. The full year
2007 adjusted earnings of $2.07 to $2.11 per diluted share projected today excludes the impact of any such items that may
occur. GAAP net earnings per diluted share projected for the full year would require inclusion of the projected impact of any
expected items. Due to the uncertainty of the amount and timing of any such items, we do not believe we have the information
available to provide projected full year GAAP net earnings per diluted share and the quantitative reconciliation to our current
adjusted earning per diluted share projection.

The Company has scheduled an investor and analyst conference call for later this morning to discuss the results of today's earnings
announcement. The information in this press release should be read in conjunction with the information on the conference call. The
call will begin at 10:00 am. Eastern time, 9:00 am. Central time, and is open to the public. To listen to the conference call, which
will be broadcast live over the Internet, go to the Waste Management Website at http://www.wm.com, and select "2Q2007
Earnings Report Webcast." Y ou may also listen to the analyst conference call by telephone by contacting the conference call
operator 5 to 10 minutes prior to the scheduled start time and asking for the "Waste Management Conference Call - Call ID
4344708." US/Canada Dial-In Number: (877) 710-6139. Int'l/Local Dial-In Number: (706) 643-7398. For those unable to
listen to the live cadl, areplay will be available 24 hours a day beginning at approximately noon. Central time on July 31 through
5:00 p.m. Centra time on August 14. To hear areplay of the call over the Internet, access the Waste Management Website at
http://www.wm.com. To hear atelephonic replay of the call, dial (800) 642-1687 or (706) 645-9291 and enter reservation code
4344708.

Waste Management, Inc., based in Houston, Texas, isthe leading provider of comprehensive waste management servicesin
North America. Through its subsidiaries, the Company provides collection, transfer, recycling and resource recovery, and
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disposal services. It is also aleading developer, operator and owner of waste-to-energy and landfill gas-to-energy facilities in the
United States. The Company's customers include residential, commercial, industrial, and municipal customers throughout North
America

The Company, from time to time, provides estimates of financial and other data, comments on expectations relating to future
periods and makes statements of opinion, view or belief about current and future events. Statements relating to future events and
performance are "forward-looking statements." The forward-looking statements that the Company makes are the Company's
expectations, opinion, view or belief at the point in time of issuance but may change at some future point in time. By issuing
estimates or making statements based on current expectations, opinions, views or beliefs, the Company has no obligation, and is
not undertaking any obligation, to update such estimates or statements or to provide any other information relating to such
estimates or statements. Outlined below are some of the risks that the Company faces and that could affect our financia
statements for 2007 and beyond and that could cause actual results to be materially different from those that may be set forth in
forward-looking statements made by the Company. However, they are not the only risks that the Company faces. There may be
additional risks that we do not presently know or that we currently believe are immaterial which could also impair our business.
We caution you not to place undue reliance on any forward-looking statements, which speak only as of their dates. The following
are some of the risks that we face:

-- conpetition may negatively affect our profitability or cash
flows, our price increases may have negative effects on
vol umes and price roll-backs and | ower than average pricing to
retain and attract custonmers may negatively affect our yield
on base busi ness;

--  we may be unable to maintain or expand margins if we are
unable to control costs;

--  we may not be able to successfully execute or continue our
operational or other margin inprovenent plans and prograns,
including pricing increases; passing on increased costs to our
custoners; reducing costs due to our operational inprovenment
programs; and divesting under-perform ng assets and purchasi ng
accretive businesses, any of which could negatively affect our
revenues and margi ns;

-- weather conditions cause our quarter-to-quarter results to
fluctuate, and extremely harsh weather or natural disasters
may cause us to tenporarily shut down operations;

-- inflation and resulting higher interest rates as well as other
general and | ocal econom c conditions may negatively affect
the volunes of waste generated, our financing costs and ot her
expenses;

-- possible changes in our estimates of site renediation
requirenents, final capping, closure and post-closure
obligations, conpliance and regul atory devel opnents may
i ncrease our expenses;

-- regulations, including regulations to limt greenhouse gas
em ssions, may negatively inpact our business by, anong other
things, restricting our operations, increasing costs of
operations or requiring additional capital expenditures;

-- if we are unable to obtain and maintain permts needed to
open, operate, and/or expand our facilities, our results of
operations will be negatively inpacted

-- limtations or bans on disposal or transportation of
out-of -state, cross-border, or certain categories of waste, as
wel | as mandates on the di sposal of waste, can increase our
expenses and reduce our revenues;

-- fuel price increases or fuel supply shortages nmay increase our

Page 4/15



expenses, including our tax expense if Section 45K credits are
phased out due to continued high crude oil prices, or restrict
our ability to operate;

-- increased costs to obtain financial assurance or the
i nadequacy of our insurance coverages coul d negatively inpact
our liquidity and increase our liabilities;

-- possible charges as a result of shut-down operations,
unconpl et ed devel opment or expansi on projects or other events
may negatively affect earnings;

-- fluctuating commodity prices may have negative effects on our
operating revenues and expenses;

-- trends requiring recycling, waste reduction at the source and
prohibiting the disposal of certain types of wastes could have
negative effects on vol umes of waste going to landfills and
waste-to-energy facilities;

-- efforts by labor unions to organi ze our enployees may increase
operating expenses and we nmay be unable to negotiate
acceptabl e collective bargaining agreenents with those who
have been chosen to be represented by uni ons, which could |ead
to labor disruptions, including strikes and | ock-outs, which
coul d adversely affect our results of operations and cash
flows;

-- negative outcomes of litigation or threatened litigation or
governnental proceedi ngs may increase our costs, limt our
ability to conduct or expand our operations, or limt our
ability to execute our business plans and strategies;

-- problens with the operation of our current information
technol ogy or the devel opment and depl oynent of new
informati on systens mmy decrease our efficiencies and increase
our costs to operate

-- the adoption of new accounting standards or interpretations
may cause fluctuations in reported quarterly results of
operations or adversely inpact our reported results of
operations; and

-- we may reduce or elinminate our dividend or share repurchase
program or we may need to raise additional capital if cash
flows are |l ess than we expect or capital expenditures are nore
than we expect, and we may not be able to obtain any needed
capital on acceptable terns.

Additional information regarding these and/or other factors that could materially affect results and the accuracy of the forward-
looking statements contained herein may be found in Part I, Item 1 of the Company's Annual Report on Form 10-K for the year
ended December 31, 2006.

Wast e Managenment, Inc.
Condensed Consolidated Statenents of Operations
(I'n MIlions, Except Per Share Anpbunts)
(Unaudi t ed)

Quarters Ended June 30,

Operating revenues $3, 358 $3, 410
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Costs and expenses:

Operating 2,092 2,199
Selling, general and administrative 343 328
Depreci ation and anortization 322 345
Restructuring 1 -
(I'nconme) expense fromdivestitures, asset

i mpai rments and unusual itens (33) (27)
2,725 2, 845

I ncone from operations 633 565

O her inconme (expense):

I nt erest expense (132) (138)
I nterest income 11 20
Equity in net earnings (losses) of
unconsol i dated entities (22) 10
M nority interest (11) (10)
Ot her, net 1 -
(153) (118)
I ncome before income taxes 480 447
Provi sion for income taxes 142 30
Net income $338 $417
Basi ¢ earnings per common share $0. 65 $0. 77
Di | uted earnings per common share $0. 64 $0. 76
Basi ¢ conmon shares outstandi ng 519.0 544. 3
Di | ut ed comon shares outstandi ng 523.9 549.7
Cash di vi dends decl ared per common share $0. 24 $0. 22

Wast e Managenent, Inc.
Ear ni ngs Per Share
(In MIlions, Except Per Share Anpunts)
(Unaudi t ed)

Quarters Ended June 30,

EPS Cal cul ati on:

Net incone $338 $417
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Nunber of common shares outstanding at end
of period
Ef fect of using weighted average comon
shar es out st andi ng

Wei ght ed average basi ¢ comopn shares
out st andi ng
Dilutive effect of equity-based
conpensati on awards, warrants and ot her
contingently issuable shares

Wei ght ed average diluted conmpn shares
out st andi ng

Basi c earni ngs per compn share

Di | ut ed earni ngs per common share

Wast e Managenment, |
Condensed Consol i dated Statenent

518.9 541.9

0.1 2.4

519.0 544.3

4.9 5.4

_______ 280 LT
_______ 0%
$0. 64 $0. 76

nc.
s of Operations

(Imn MIlions, Except Per Share Anpunts)

(Unaudi t ed)

Oper ating revenues

Costs and expenses:
Operating
Sel ling, general and administrative
Depreciation and anortization
Restructuring
(I'nconme) expense from divestitures,
asset inpairnments and unusual itens

I ncome from operations

O her inconme (expense):
I nterest expense
I nterest income
Equity in net earnings (losses) of
unconsol idated entities
M nority interest
O her, net

I ncone before incone taxes
Provision for incone taxes

Net i ncone

Si x Mont hs Ended June 30,

2007 2006
$6, 546 $6, 639
4,126 4,299
696 696
632 673

10 -
(32) (29)

5, 432 5, 639
1,114 1, 000
(267) (274)
29 29
(46) 2
(21) (22)

2 1
(303) (264)
811 736
235 133
$576 $603
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Basi ¢ earnings per comon share

Di | uted earnings per common share

Basi ¢ common shares out st andi ng

Di | uted common shares outstanding

Cash dividends decl ared per commopn share
(1st quarter 2006 dividend of $0.22 per
share declared in Decenber 2005, paid in
March 2006)

$1.09 $1.09
524.2 545. 3
529.1 550.9
$0. 48 $0. 22

Not e: Provision for inconme taxes and net incone for the quarter ended
March 31, 2007 have been adjusted for the effects of our
retrospective application of Financial Accounting Standard Board
Staff Position ("FSP") No. FIN 48-1, "Definition of Settlenment in

FASB I nterpretation No. 48."

Waste Managenent, |nc.

Ear ni ngs Per Share

(In MIlions, Except Per Share Anpunts)

(Unaudi t ed)

EPS Cal cul ati on:

Net i ncone

Nunber of common shares outstanding at end
of period
Ef fect of using weighted average comon
shar es out st andi ng

Wei ght ed average basi ¢ comopn shares
out st andi ng
Dilutive effect of equity-based
conpensation awards, warrants and ot her
contingently issuable shares

Wei ght ed average diluted conmpn shares
out st andi ng

Basi ¢ earni ngs per compn share

Di | uted earni ngs per common share

Si x Mont hs Ended June 30,

2007 2006

$576 $603
518.9 541.9

5.3 3.4
524.2 545. 3

4.9 5.6
529.1 550. 9
$1. 10 $1.11
$1. 09 $1. 09
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Wast e Managenment, Inc.
Condensed Consol i dated Bal ance Sheets
(In MI1lions)

June 30, Decenber 31,
2007 2006

Asset s

Current assets:

Cash and cash equival ents $570 $614
Recei vabl es, net 1, 823 1, 858
O her 468 710
Total current assets 2,861 3,182
Property and equi prent, net 11, 096 11,179
Goodwi | | 5, 359 5,292
O her intangi bl e assets, net 118 121
O her assets 750 826
Total assets $20, 184 $20, 600

Liabilities and Stockhol ders' Equity

Current liabilities:
Accounts payable, accrued liabilities,

and deferred revenues $2, 165 $2, 446
Current portion of |ong-term debt 526 822
Total current liabilities 2,691 3,268
Long-term debt, |less current portion 7,723 7,495
O her liabilities 3,416 3, 340
Total liabilities 13, 830 14,103

Mnority interest in subsidiaries and

variable interest entities 284 275

St ockhol ders' equity 6,070 6, 222
Total liabilities and stockhol ders'

equity $20, 184 $20, 600

Wast e Managenent, |nc.
Condensed Consol i dated Statenents of Cash Fl ows
(In MIlions)
(Unaudi t ed)

Si x Mont hs Ended June 30,

Cash flows from operating activities:
Net incone $576 $603
Adj ustments to reconcile net incone to net
cash provided by operating activities:
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Depreciation and anortization 632 673

O her (48) (15)
Change in operating assets and
liabilities, net of effects of
acqui sitions and divestitures (85) (81)
Net cash provided by operating activities 1, 075 1,180
Cash flows frominvesting activities:
Acqui si tions of businesses, net of cash
acquired (46) (27)
Capi tal expenditures (481) (527)
Proceeds from divestitures of businesses
(net of cash divested) and other sal es of
assets 216 155
Purchases of short-terminvestnents (743) (1,707)
Proceeds from sal es of short-term
i nvest nent s 803 1, 499
Net receipts fromrestricted trust and
escrow accounts, and ot her 67 48
Net cash used in investing activities (184) (559)
Cash flows fromfinancing activities:
New borrow ngs 315 96
Debt repaynents (452) (149)
Common stock repurchases (683) (627)
Cash di vi dends (251) (240)
Exerci se of common stock options and
warrants 111 202
Ot her, net 23 -
Net cash used in financing activities (937) (718)
Ef fect of exchange rate changes on cash and
cash equival ents 2 -
Decrease in cash and cash equival ents (44) (97)
Cash and cash equival ents at begi nni ng of
peri od 614 666
Cash and cash equival ents at end of period $570 $569

Note: Prior year information has been reclassified to conformto 2007

presentation.

Wast e Managenment, Inc.
Summary Data Sheet
(Dol lar Amounts in MI1ions)
(Unaudi t ed)

Quarters Ended

June 30, March 31, June 30,
2007 2007 2006

Operating Revenues by Lines of

Busi ness
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Col |l ection

Landfill

Tr ansfer
Wheel abr at or
Recycling and ot her
I nt erconpany (a)

Operating revenues

Internal Growth of Operating
Revenues from Conpar abl e
Prior Periods

Internal growth

Less: Yield changes due to
recycling comoditi es,
electricity (1PP), fuel
surcharge and mandat ed
fees

Adj usted internal growth

Acqui sition Summary (b)

Gross annual i zed revenue
acquired

Tot al consideration

Cash paid for acquisitions

WWVRA Segnent Suppl enental Data

(¢)

Operating revenues

Oper ati ng expenses

Free Cash Flow Analysis (d)(e)

Net cash provi ded by operating
activities
Capi tal expenditures

Proceeds from divestitures of
busi nesses (net of cash

di vested) and ot her sal es of
assets

$2,193  $2,121  $2, 251
791 720 834
433 389 479
219 208 226
317 292 265

(595) (542) (645)
$3,358  $3,188  $3, 410

1.3% 0.7% 3. 6%

2. 3% 2. 2% 0. 8%

-1.0% -1.5% 2. 8%
$44 $2 $22
$48 $1 $18
$44 $1 $17
$225 $210 $181
$189 $177 $154

Quarters Ended Si x Mont hs Ended

June 30, June 30,

2007 2006 2007 2006
$537 $557 $1, 075 $1, 180
(209) (296) (481) (527)

147 137 216 155
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Free cash flow $475 $398 $810 $808

(a) Interconpany revenues between |ines of business are elimnated
wi thin the Condensed Consolidated Financial Statenents included
her ei n.

(b) Represents anmpunts associated with business acquisitions
consunmat ed during the indicated periods.

(c) Information provided is after the elimnation of interconpany
revenues and rel at ed expenses.

(d) Prior year information has been reclassified to conformto 2007
presentation.

(e) The sunmary of free cash flows has been prepared to highlight and
facilitate understanding of the principal cash flow el enents.
Free cash flow is not a measure of financial performance under
general |y accepted accounting principles and is not intended to
repl ace the consolidated statenment of cash flows that was
prepared in accordance with generally accepted accounting
principl es.

Wast e Managenment, Inc.
Summary Data Sheet
(Dol l'ar Amounts in MI1ions)
(Unaudi t ed)

Quarters Ended

June 30, March 31, June 30,

2007 2007 2006
Bal ance Sheet Data
Cash, cash equivalents and short-term
i nvestments avail able for use (a) $694 $517 $1, 082
Debt-to-total capital ratio:
Long-term i ndebt edness, including
current portion $8, 249 $8, 223 $8, 600
Total equity (b) 6,070 5, 885 6, 232
Total capital $14, 319 $14, 108 $14, 832
Debt-to-total capital 57. 6% 58. 3% 58. 0%
Capitalized interest $6 $4 $4
Ot her Operational Data
Internalization of waste, based on
di sposal costs 67. 1% 66. 2% 66. 8%
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Total landfill disposal volumes (tons in

m | 1ions) 29.6 27.6 33.4
Total waste-to-energy disposal vol unes
(tons in millions) 1.8 1.8 2.0
Total disposal volunes (tons in
m | 1ions) 31.4 29.4 35.4
Active landfills 279 281 286
Landfills reporting vol unme 262 263 266

Anortization and SFAS No. 143 Expenses
for Landfills Included in Operating

G oups
Non - SFAS No. 143 anortization expense $102.5 $91. 4 $108. 2
Anprtization expense related to SFAS No.
143 obligations 16.2 13.2 19.0
Total anortization expense 118.7 104. 6 127.2
Accretion and other related expense 17.8 17.7 14.2
Landfill anortization, accretion and
other rel ated expense $136.5 $122. 3 $141. 4

(a) The quarters ended June 30, 2007, March 31, 2007, and June 30, 2006
include short-terminvestnents avail able for use of $124 million,
$46 mllion, and $513 nmillion, respectively.

(b) Equity for the quarter ended March 31, 2007 has been adjusted for
the effects of our retrospective application of Financial
Accounting Standard Board Staff Position ("FSP') No. FIN 48-1,
"Definition of Settlement in FASB Interpretation No. 48."

Wast e Managenent, |nc.
Reconciliation of Certain Non- GAAP Measures
(Dollars In MIlions, Except Per Share Anpunts)
(Unaudi t ed)

Quarter Ended Quarter Ended
June 30, 2007 June 30, 2006
Adj usted Net income and After-tax Per Share After-tax Per Share
Di | uted Earni ngs Per Share Amount Amount Amount Amount
Net income and Diluted EPS,
as reported $338 $0. 64 $417 $0. 76

Adj ustments to Net incone
and Diluted EPS:
Income tax audit
settl enments, including
related interest incone,
and adjustnents to
deferred taxes (24) (0.05) (153) (0.28)
(I'ncome) expense from
di vestitures, asset
i mpai rnments and unusual
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itens

Net inconme and Diluted EPS
as adj usted

Adj usted I ncome from
COperations as a percent of
Revenue

As reported
Qperating revenues
I ncone from operations

Incone from Qperations as a
percent of Revenue (a)

Adj ustments to Incone from
Operati ons:
(I'ncome) expense from
di vestitures, asset
i mpai rnents and unusua
itens

As adj ust ed
Qperating revenues
I ncone from operations

Adj usted | ncome from
Cperations as a percent of
Revenue (b)

Adj usted effective tax rate

As reported anmpunts

Adj ustments to Pre-tax

i ncone and Tax expense
(I'ncome) expense from
di vestitures, asset
i mpai rnents and unusua
items

I ncone tax audit
settl enments, including
related interest incone,
and adjustnents to
deferred taxes

As adj usted anmpunts

Ful | Year 2007 Free Cash Fl ow

(18) (0.03) (15)
$296 $0. 56 $249
Quarters Ended
June 30,
2007 2006
$3, 358 $3, 410
$633 $565
18. 9% 16. 6%
($33) (%$27)
$3, 358 $3, 410
$600 $538
17. 9% 15. 8%
Quarter Ended
June 30, 2007
Pre-tax Tax Ef fective
I ncome Expense Tax Rate
$480 $142 30%
(33) (15)
- 24
$447 $151 34%
Scenario Scenario
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(0.03)

$0. 45



Reconci l i ati on Scenarios (c) 1 2

Net cash provi ded by

operating activities $2, 300 $2, 600
Capi tal expenditures (1, 250) (1, 350)
Proceeds from divestitures

of businesses (net of cash

di vested) and ot her sales

of assets 250 150

Free cash fl ow $1, 300 $1, 400

(a) Increase in Incone from Operations as a percent of Revenue, as
reported, of 230 basis points.

(b) Increase in Incone from Operations as a percent of Revenue, as
adj usted, of 210 basis points.

(c) The table above illustrates two scenarios that would result in
Free cash flow neeting the ends of our projected Free cash flow
range. The anmounts used in the reconciliation are not necessarily
i ndi cative of our expectations for those anmpunts.

CONTACT: Waste Managenent, Inc., Houston
Anal ysts: Greg N kkel, 713-265-1358
or
Medi a: Lynn Brown, 713-394-5093
http://ww. wn com

SOURCE: Waste Managenent, |nc.

Page 15/15



