Waste Management Announces First Quarter 2007 Earnings

April 27,2007 7:01 AM ET

Earni ngs Per Diluted Share Increase 24%

Conmpany Rai ses Full -Year 2007 Earni ngs Gui dance

HOUSTON--(BUSINESS WIRE)--April 27, 2007--Waste Management, Inc. (NY SE:WMI) today announced financial results
for itsfirst quarter ended March 31, 2007. Net income for the quarter was $222 million, or $0.42 per diluted share, compared
with $186 million, or $0.34 per diluted share in the prior year period, @ 24% increase in earnings per diluted share.

Income from operations as a percent of revenue improved by 160 basis points to 15.1% in the first quarter of 2007. Revenues for
the quarter were $3.19 billion as compared with $3.23 hillion in the year ago period as the Company continued to execute its
strategy to divest underperforming operations and accounts. First quarter 2007 revenues were up $24 million on a year-over-year
basis, excluding the divestiture of underperforming operations representing $65 million of revenues.

The Company noted a $6 million after tax, or $0.01 per diluted share, restructuring charge in the current quarter's results.

"Our first quarter 2007 financial performance exceeded our expectations and demonstrated that our pricing and operational
excellence programs continue to positively impact our results. We again accomplished our primary financial goals of earnings
growth, margin expansion and strong free cash flow," said David P. Steiner, Chief Executive Officer of Waste Management.

“Internal revenue growth from yield in our commercial collection line of business was 5.3% in the quarter, the highest level we
have achieved in the recent past. The internal revenue growth from yield in our commercial, industrial and residential lines of
business was 4.8%. The execution of our strategy to review low margin accounts and either increase prices or cull those accounts
from our business contributed to the lower volumes in our collection line of business. That strategy worked very well in the first
quarter, as the volume loss in our collection line of business was about 5.2%, but the income from operationsin our collection
business grew nearly 16%.

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

Steiner also noted, "We achieved additiona positive results from improved operations during the first quarter of this year. We
lowered our operating costs by $66 million during the first quarter of 2007, which is a 3.1% improvement in absolute dollars when
compared with the prior year quarter. Operating expenses as a percent of revenue in the first quarter of 2007 stood at 63.8%, a
120 basis point improvement when compared to the first quarter of 2006. This marks the seventh consecutive quarter in which
our year-over-year operating costs as a percent of revenue have improved. Our ongoing operational excellence initiativesin the
areas of labor management, maintenance and safety were primary contributors to this improvement.

"Net cash provided by operating activities and free cash flow were both strong for the quarter. We returned $613 million to
shareholdersin the form of our $0.24 per share quarterly dividend and our share repurchase program. We also showed marked
improvement in the recycling segment of our business due to higher recycling commodity prices and our operational
improvements. Our recycling segment contributed over $0.01 per diluted share to the year-over-year improvement in net income
during the first quarter of 2007."

Key Hi ghlights for the First Quarter of 2007
I ncone from operations was $481 million, or 15.1% of revenue,
an increase of approximtely 160 basis points conpared with
the prior year first quarter.
Internal revenue growth fromyield on base business of 3.3%
I ncluding the positive inmpact of higher recycling commodity
prices, internal revenue growth fromyield was 5.3%

Internal revenue growth fromvolume was a negative 4.8% The
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vol ume conponent included a 5.2% reduction in collection
vol umes, but only a 1.3%reduction in landfill vol unes.

-- Higher fuel surcharge revenue contributed 0.1%to internal
revenue growt h.

-- Divestitures caused a 2.1%decline in revenues in the quarter,
whil e acquisitions contributed 0.2%to higher revenues.

-- Operating expenses were 63.8% of revenue, down from 65. 0% of
revenue in the sane period in 2006.

-- Selling, general and adm nistrative expenses were 11. 1% of
revenue, down from 11.4%in the first quarter of 2006.

--  Net cash provided by operating activities of $538 mllion,
down from $623 million in the first quarter of 2006 due to
$101 million in year-over-year changes in working capital.
Capi tal expenditures of $272 million, conpared with $231
mllion in the first quarter of 2006.

-- Free cash flow(a) of $335 nmillion, conpared with $410 million
in the first quarter of 2006.

-- $613 nmillion in cash returned to shareholders in the form of
$487 million in comopn stock repurchases and $126 nillion in
di vi dend paynents.

-- The effective tax rate in the quarter was 33.0% which
reflects an estimated phase-out of approxi mately 30% of our
Section 45K tax credits due to higher actual and projected
crude oil prices. Section 45K tax credits generated nearly an
addi tional $0.02 per diluted share benefit to net inconme in
the first quarter of 2007 conpared with the first quarter of
2006.

Steiner concluded, "We are off to a very good start for the year. Our solid results during the first quarter of this year reflect the
success of the continuation of our pricing and operational excellence strategies. Our first quarter success gives us confidence that
we will achieve our earnings expectations for the remaining three quarters of 2007. As aresult, we now project our full-year 2007
earnings to be within the range of $2.03 to $2.07 per diluted share, as adjusted for certain items(a). In the first quarter we had an
expected change in working capital and higher capital expenditures, but those are due primarily to timing issues and we do not
expect them to affect our ability to generate between $1.30 to $1.40 hillion of free cash flow for the full-year 2007."

(a) This earnings release contains a discussion of free cash flow and projected earnings per diluted share, as adjusted for certain
items, which are non-GAAP measures as defined in Regulation G of the Securities Exchange Act of 1934, as amended, and is not
intended to replace the most comparable GAAP measure that is also presented in this press release. The Company reports its
financial resultsin compliance with GAAP, but believes that also providing non-GAAP measures provides investors additional ,
meaningful comparisons of current resultsto prior periods results by excluding items that the Company does not believe reflect its
fundamental business performance.

The full year adjusted earnings of $2.03 to $2.07 per diluted share projected by the Company excludes the first quarter 2007
impact of restructuring charges of $6 million after tax. GAAP net earnings per diluted share for the remaining three 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. The full year 2007
adjusted earnings of $2.03 to $2.07 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 full year GAAP net earnings per diluted share and the quantitative reconciliation to our current adjusted earning per
diluted share projection.

The Company defines free cash flow as:
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Net cash provided by operating activities
Less, capital expenditures

Pl us, proceeds fromdivestitures of businesses, net of cash
di vested, and ot her sales 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. The Company includes the non-GAARP financial measure of free cash flow in its disclosures
because it uses that measure in the management of its business and 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.

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 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. Centra 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 "1Q2007
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
3382502." US/Canada Dial-In Number: (877) 710-6139. Int'l/Local Dia-In Number: (706) 643-7398. For those unable to
listen to the live call, areplay will be available 24 hours a day beginning at approximately 11:00 am. Central time on April 27
through 5:00 p.m. Central time on May 11. To hear areplay of the call over the Internet, access the Waste Management Website
at http://www.wm.com. To hear a telephonic replay of the call, dia (800) 642-1687 or (706) 645-9291 and enter reservation
code 3382502.

Waste Management, Inc., based in Houston, Texas, is the leading provider of comprehensive waste management servicesin
North America. Through its subsidiaries, the Company provides collection, transfer, recycling and resource recovery, and
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 actud 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 aso 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:

conmpetition 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 nmay negatively affect our yield
on base busi ness;

we may be unable to nmaintain 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,
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including pricing increases; passing on increased costs to our
custoners; reducing costs due to our operational inprovenment
programs; and divesting under-performng assets and purchasi ng
accretive businesses, any of which could negatively affect our
revenues and margi ns;

weat her 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;

possi bl e 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;

regul ations, 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 or cross-border waste or certain categories of
waste can increase our expenses and reduce our revenues;

fuel price increases or fuel supply shortages may increase our
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;

possi bl e charges as a result of shut-down operations,
unconpl et ed devel opment or expansion projects or other events
may negatively affect earnings;

fluctuating comopdity prices nmay 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 volunmes of waste going to landfills and
waste-to-energy facilities;

efforts by [ abor unions to organize our enpl oyees may increase
operating expenses and we may be unable to negotiate
acceptabl e coll ective bargai ning agreements with those who
have been chosen to be represented by unions, which could | ead
to union-initiated work stoppages, including strikes, which
coul d adversely affect our results of operations and cash
flows;

negative outcones of litigation or threatened litigation or
governnental proceedi ngs nmay increase our costs, limt our
ability to conduct or expand our operations, or limt our
ability to execute our business plans and strategies;
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-- problems with the operation of our current information
technol ogy or the devel opment and depl oynent of new
information systens may 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 elimnate our dividend or share repurchase
program or we nay need to raise additional capital if cash
flows are | ess than we expect or capital expenditures are nore
than we expect, and we nmay 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 Managenent, |nc.
Condensed Consolidated Statenments of Operations
(In MIlions, Except Per Share Anpunts)
(Unaudi t ed)

Quarters Ended March 31,

2007 2006
Qperating revenues $3, 188 $3, 229
Costs and expenses:
COperating 2,034 2,100
Sel ling, general and adnministrative 353 368
Depreciation and anortization 310 328
Restructuring 9 -
(I'nconme) expense from divestitures, asset
i mpai rments and unusual itens 1 (2)
2,707 2,794
I ncone from operations 481 435
Ot her income (expense):
I nterest expense (135) (136)
Interest incone 18 9
Equity in net |osses of unconsolidated
entities (24) (8)
M nority interest (10) (12)
O her, net 1 1
(150) (146)
I ncome before incone taxes 331 289
Provi sion for incone taxes 109 103
Net incone $222 $186
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Basi c earnings per conmon share $0. 42 $0. 34

Di | uted earnings per conmon share $0. 42 $0. 34
Basi ¢ common shares outstandi ng 529.4 546. 2
Di | uted common shares outstandi ng 534.1 551.0

Cash dividends decl ared per compn share
(1st quarter 2006 dividend of $0.22 per
share declared in Decermber 2005, paid in
Mar ch 2006) $0. 24 $-

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

Quarters Ended March 31,

2007 2006
EPS Cal cul ati on:
Net incone $222 $186
Nunmber of common shares outstanding at end
of period 520.9 546. 2
Ef fect of using weighted average conmon
shares out st andi ng 8.5 -

Wei ght ed average basic comon shares
out st andi ng 529. 4 546. 2
Dilutive effect of equity-based
conmpensati on awards, warrants, and ot her
contingently issuable shares 4.7 4.8

Wei ght ed average diluted common shares

out st andi ng 534.1 551.0
Basi ¢ earni ngs per conmon share $0. 42 $0. 34
Di | uted earnings per conmon share $0. 42 $0. 34

Wast e Managenent, |nc.
Condensed Consol i dated Bal ance Sheets
(In MIlions)

March 31, Decenber 31,
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Asset s
Current assets:
Cash and cash equival ents $471
Recei vabl es, net 1,772
O her 529
Total current assets 2,772
Property and equi pnent, net 11, 063
Goodwi | | 5, 296
O her intangi bl e assets, net 117
O her assets 795
Total assets $20, 043
Liabilities and Stockhol ders' Equity
Current liabilities:
Accounts payabl e, accrued liabilities,
and deferred revenues $2, 218
Current portion of |ong-term debt 759
Total current liabilities 2,977
Long-term debt, less current portion 7,464
Other liabilities 3, 540
Total liabilities 13, 981
Mnority interest in subsidiaries and
variable interest entities 282
St ockhol ders' equity 5,780
Total liabilities and stockhol ders'
equity $20, 043

Wast e Managenment, Inc.

Condensed Consolidated Statenents of Cash Fl ows

(In MI1lions)
(Unaudi t ed)

Quarters Ended March 31,

Cash flows from operating activities:
Net income
Adj ustments to reconcile net incone to net
cash provided by operating activities:
Depreciation and anortization
O her

$222

310
13

Change in operating assets and
liabilities, net of effects of
acqui sitions and divestitures
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Net cash provided by operating activities 538 623

Cash flows frominvesting activities:
Acqui si tions of businesses, net of cash
acquired (2) (8)
Capi tal expenditures (272) (231)
Proceeds from divestitures of businesses
(net of cash divested) and other sal es of

assets 69 18
Purchases of short-terminvestnents (525) (784)
Proceeds from sales of short-term

i nvest nents 663 556

Net receipts fromrestricted trust and
escrow accounts, and ot her 31 36

Net cash used in investing activities (36) (413)

Cash flows fromfinancing activities:

New borrow ngs 134 51
Debt repaynents (242) (87)
Common stock repurchases (487) (375)
Cash di vi dends (126) (121)
Exerci se of common stock options and
warrants 34 125
O her, net 42 (14)
Net cash used in financing activities (645) (421)

Ef fect of exchange rate changes on cash and

cash equival ents - (1)
Decrease in cash and cash equival ents (143) (212)
Cash and cash equival ents at begi nni ng of

peri od 614 666
Cash and cash equival ents at end of period $471 $454

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

March 31, Decenber 31, March 31,

2007 2006 2006
Operating Revenues by Lines of
Busi ness
Col | ection $2,121 $2,176 $2, 159
Landfill 720 775 750
Transfer 389 433 421
Wheel abr at or 208 225 218
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Recycling and ot her 292 260
I nt erconpany (a) (542) (586)

Operating revenues $3, 188 $3, 283

Internal Growth of Operating
Revenues from Conparable Prior
Peri ods

I nternal growth 0.7% -1.3%
Less: Yield changes due to

recycling comodities,

electricity (1PP), fuel

surcharge and mandat ed

fees 2.2% 0.2%

Adj usted internal growth -1.5% -1.5%

Acqui sition Summary (b)

Gross annual i zed revenue

acquired $2 $-
Total consideration $1 $-
Cash paid for acquisitions $1 $-

Recycl i ng Segment Suppl erent al

Data (c)
Operating revenues $210 $182
Oper ati ng expenses $177 $160

2007 2006

Free Cash Flow Analysis (d)(e)
Net cash provi ded by operating

activities $538 $623
Capi tal expenditures (272) (231)
Proceeds from divestitures of

busi nesses (net of cash

di vested) and ot her sal es of

assets 69 18
Free cash flow $335 $410

6. 1%

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

herein.
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(b)

Represents ampunts associated wi th business acquisitions
consummat ed during the indicated periods.

(c) Information provided is after the elimnmnation of
revenues and rel ated expenses.

i nt er conpany

(d)

Prior year information has been reclassified to conformto 2007
presentati on.

and

(e) The summary of free cash flows has been prepared to highlight
facilitate understanding of the principal cash flow el ements.
Free cash flow is not a measure of financial performance under
general ly accepted accounting principles and is not intended to
repl ace the consolidated statement of cash flows that was
prepared in accordance with generally accepted accounting

principl es.

Wast e Managenent, |nc.
Summary Data Sheet
(Dol l'ar Anmpunts in MI1lions)
(Unaudi t ed)

Quarters Ended

March 31, Decenber 31, March 31,
2007 2006 2006
Bal ance Sheet Data
Cash, cash equival ents and
short-terminvestnents
avail able for use (a) $517 $798 $988
Debt-to-total capital ratio:
Long-term i ndebt edness,
i ncluding current portion $8, 223 $8, 317 $8, 620
Total equity 5,780 6, 222 6,071
Total capital $14, 003 $14, 539 $14, 691
Debt-to-total capital 58. 7% 57.2% 58. 7%
Capitalized interest $4 $7 $3
Ot her Operational Data
Internalization of waste, based
on di sposal costs 66. 2% 66. 7% 66. 7%
Total landfill disposal vol unes
(tons in nmillions) 27. 6 29.9 29.9
Total waste-to-energy di sposal
vol unmes (tons in nillions) 1.8 2.0 2.0
Total di sposal vol unes
(tons in millions) 29. 4 31.9 31.9
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Active landfills 281 283 282

Landfills reporting vol une 263 264 262

Anprtization and SFAS No. 143
Expenses for Landfills
Included in Operating G oups

Non - SFAS No. 143 anortization

expense $91. 4 $98. 6 $95.8
Anortization expense related to
SFAS No. 143 obligations 13.2 11.2 13.6
Total anortization expense
(b) 104.6 109. 8 109. 4
Accretion and other rel ated
expense 17.7 18.4 14.8
Landfill anortization,
accretion and ot her
rel ated expense $122. 3 $128. 2 $124.2

(a) The quarters ended March 31, 2007, Decenber 31, 2006, and March
31, 2006 include short-terminvestnents avail able for use of $46
mllion, $184 nmillion, and $534 nillion, respectively.

(b) During the quarter ended Decenber 31, 2006, there was a reduction
of $6.4 mllion in anortization expense primarily due to changes
in final capping estimates resulting fromour annual |andfill
revi ew process.

Wast e Managenment, Inc.
Reconciliation of Free Cash Fl ow
(In MI1lions)
(Unaudi t ed)

Ful | Year 2007 Free Cash Fl ow Reconciliation

Scenarios (a) Scenario 1 Scenario 2
Net cash provided by operating activities $2, 300 $2, 600
Capital expenditures (1, 250) (1, 380)

Proceeds from di vestitures of businesses
(net of cash divested) and other sales of

assets 250 180
Free cash flow $1, 300 $1, 400
(a) The table above illustrates two scenarios that would result in

Free cash flow neeting the ends of our projected Free cash flow
range. The anpunts used in the reconciliation are not necessarily
i ndicative of our expectations for those line itens.

CONTACT: Waste Managenent, Inc., Houston
Anal ysts:
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Greg Nikkel, 713-265-1358
or

Medi a:
Lynn Brown, 713-394-5093
Web site: http://ww. wm com

SOURCE: Waste Managenent, |nc.
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