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DISCLAIMER

THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT (THE “DISCLOSURE
STATEMENT”) AND APPENDICES HERETO RELATES TO CERTAIN DEBTORS’ FIRST AMENDED
JOINT PLAN OF REORGANIZATION (AS AMENDED, THE “REORGANIZATION PLAN”), THE HEBER
DEBTORS’ FIRST AMENDED JOINT PLAN OF REORGANIZATION (AS AMENDED, THE “HEBER
REORGANIZATION PLAN”), AND CERTAIN DEBTORS’ JOINT PLAN OF LIQUIDATION (AS
AMENDED, THE “LIQUIDATION PLAN,” AND TOGETHER WITH THE_ REORGANIZATION PLAN AND
THE HEBER REORGANIZATION PLAN, THE “PLANS”) AND ARE INCLUDED HEREIN FOR PURPOSES
OF SOLICITING ACCEPTANCES OF EACH OF THE PLANS AND MAY NOT BE RELIED UPON FOR ANY
PURPOSE OTHER THAN TO DETERMINE HOW TO VOTE ON EACH OF THE PLANS. NO PERSON MAY
GIVE ANY INFORMATION OR MAKE ANY REPRESENTATIONS, OTHER THAN THE INFORMATION
AND REPRESENTATIONS CONTAINED IN THIS DISCLOSURE STATEMENT, REGARDING THE PLANS
OR THE SOLICITATION OF ACCEPTANCES OF THE PLANS.

ALL CREDITORS ARE ADVISED AND ENCOURAGED TO READ THIS DISCLOSURE
STATEMENT AND THE PLANS IN THEIR ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT THE
REORGANIZATION PLAN AND/OR THE LIQUIDATION PLAN. SUMMARIES OF THE PLANS AND
STATEMENTS MADE IN THIS DISCLOSURE STATEMENT ARE QUALIFIED IN THEIR ENTIRETY BY
REFERENCE TO THE REORGANIZATION PLAN, THE HEBER REORGANIZATION PLAN AND/OR
THE LIQUIDATION PLAN, OTHER EXHIBITS ANNEXED OR REFERRED TO IN THE PLANS,
RESPECTIVELY, AND THIS DISCLOSURE STATEMENT. THE STATEMENTS CONTAINED IN THIS
DISCLOSURE STATEMENT ARE MADE ONLY AS OF THE DATE HEREOF, AND THERE CAN BE NO
ASSURANCE THAT THE STATEMENTS CONTAINED HEREIN WILL BE CORRECT AT ANY TIME
AFTER THE DATE HEREOF.

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACCORDANCE WITH 11 U.S.C.
§ 1125 AND RULE 3016(c) OF THE FEDERAL RULES OF BANKRUPTCY PROCEDURE AND NOT
NECESSARILY IN ACCORDANCE WITH FEDERAL OR STATE SECURITIES LAWS OR OTHER LAWS
GOVERNING DISCLOSURE OUTSIDE THE CONTEXT OF TITLE 11 OF THE UNITED STATES CODE
§§ 101-1330 (THE “BANKRUPTCY CODE”). NEITHER THE SECURITIES TO BE DISTRIBUTED NOR THE
DISCLOSURE STATEMENT HAS BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION (THE “SEC”) OR ANY STATE SECURITIES COMMISSION, NOR HAS THE
SEC APPROVED OR DISAPPROVED OF THE ACCURACY OR ADEQUACY OF THE STATEMENTS
CONTAINED HEREIN.

AS TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS, AND OTHER ACTIONS OR
THREATENED ACTIONS, THIS DISCLOSURE STATEMENT AND APPENDICES HERETO WILL NOT
CONSTITUTE OR BE CONSTRUED AS AN ADMISSION OF ANY FACT OR LIABILITY, STIPULATION,
OR WAIVER, BUT RATHER AS A STATEMENT MADE IN SETTLEMENT NEGOTIATIONS. THIS
DISCLOSURE STATEMENT WILL NOT BE ADMISSIBLE IN ANY NONBANKRUPTCY PROCEEDING
NOR WILL IT BE CONSTRUED TO BE CONCLUSIVE ADVICE ON THE TAX, SECURITIES, OR OTHER
LEGAL EFFECTS OF THE REORGANIZATION AS TO HOLDERS OF CLAIMS AGAINST, OR EQUITY
INTERESTS IN THE DEBTORS.

NO PARTY IS AUTHORIZED TO PROVIDE TO ANY OTHER PARTY ANY INFORMATION
CONCERNING THE PLANS OTHER THAN THE CONTENTS OF THIS DISCLOSURE STATEMENT. THE
DEBTORS HAVE NOT AUTHORIZED ANY REPRESENTATIONS CONCERNING THE DEBTORS OR THE
VALUE OF THEIR PROPERTY OTHER THAN THOSE SET FORTH IN THIS DISCLOSURE STATEMENT.
HOLDERS OF CLAIMS AND EQUITY INTERESTS SHOULD NOT RELY ON ANY INFORMATION,
REPRESENTATIONS OR INDUCEMENTS MADE TO OBTAIN YOUR ACCEPTANCE OF THE PLANS
THAT ARE OTHER THAN, OR INCONSISTENT WITH, THE INFORMATION CONTAINED HEREIN AND
IN THE PLANS.
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ADDITIONAL INFORMATION REGARDING THE DEBTORS (AS DEFINED HEREIN) IS
CONTAINED IN PUBLIC FILINGS WITH THE SEC.

ALTHOUGH THE DEBTORS HAVE USED THEIR BEST EFFORTS TO ENSURE THE ACCURACY
OF THE FINANCIAL INFORMATION PROVIDED IN THIS DISCLOSURE STATEMENT, THE FINANCIAL
INFORMATION CONTAINED IN, OR INCORPORATED BY REFERENCE INTO, THIS DISCLOSURE
STATEMENT HAS NOT BEEN AUDITED, EXCEPT, TO THE EXTENT INDICATED, THE FINANCIAL
STATEMENTS INCLUDED IN COVANTA ENERGY CORPORATION’S ANNUAL REPORT ON FORM 10-K.

THE PROJECTIONS PROVIDED IN THIS DISCLOSURE STATEMENT HAVE BEEN PREPARED
BY THE DEBTORS’ MANAGEMENT. THESE PROJECTIONS, WHILE PRESENTED WITH NUMERICAL
SPECIFICITY, ARE NECESSARILY BASED ON A VARIETY OF ESTIMATES AND ASSUMPTIONS
WHICH, THOUGH CONSIDERED REASONABLE BY MANAGEMENT, MAY NOT BE REALISTIC AND
ARE INHERENTLY SUBJECT TO SIGNIFICANT BUSINESS, ECONOMIC, COMPETITIVE, INDUSTRY,
REGULATORY, MARKET AND FINANCIAL UNCERTAINTIES AND CONTINGENCIES, MANY OF
WHICH ARE BEYOND THE DEBTORS’ CONTROL. THE DEBTORS CAUTION THAT NO
REPRESENTATIONS CAN BE MADE AS TO THE ACCURACY OF THESE PROJECTIONS OR TO THE
DEBTORS’ ABILITY TO ACHIEVE THE PROJECTED RESULTS. SOME ASSUMPTIONS INEVITABLY
WILL NOT MATERIALIZE. FURTHER, EVENTS AND CIRCUMSTANCES OCCURING SUBSEQUENT TO
THE DATE ON WHICH THESE PROJECTIONS WERE PREPARED MAY BE DIFFERENT FROM THOSE
ASSUMED OR, ALTERNATIVELY, MAY HAVE BEEN UNANTICIPATED, AND THUS THE
OCCURRENCE OF THESE EVENTS MAY AFFECT FINANCIAL RESULTS IN A MATERIALLY ADVERSE
OR MATERIALLY BENEFICIAL MANNER. THE PROJECTIONS, THEREFORE, MAY NOT BE RELIED
UPON AS A GUARANTY OR OTHER ASSURANCE OF THE ACTUAL RESULTS THAT WILL OCCUR.

SEE SECTION VIII OF THIS DISCLOSURE STATEMENT, “RISK FACTORS,” FOR A DISCUSSION

OF CERTAIN RISK FACTORS WHICH SHOULD BE CONSIDERED IN CONNECTION WITH A DECISION
BY A HOLDER OF AN IMPAIRED CLAIM OR IMPAIRED EQUITY INTEREST TO ACCEPT THE PLANS.
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SUMMARY OF THE REORGANIZATFIONPEAN-AND-THE HQUIDATHONPEANPLANS

The following introduction and summary is a general overview only, which is qualified in its entirety by,
and should be read in conjunction with, the more detailed discussions, information and financial statements and

notes thereto appearing elsewhere in this Disclosure Statement;-the ReerganizationPlan and the LiquidationPlan-

Reorpanization Plan-and-the Liquidation Plan—copies-of whichPlans. Copies of the Plans are annexed hereto in
Exhibits A4, B.and C.

This Disclosure Statement contains, among other things, descrlptlons and summaries of provisions of the
Reorganization Plan being proposed by the Reorganizing Debtors™ aﬂdw
proposed by the Heber Debtors’, and the Liquidation Plan being proposed by the Liquidating Debtors” (together,
the “Debtors”), respectively, as ﬁled with the United States Bankruptcy Court for the Southern District of New York
(the “Court”)-en-September-8;2003-, Certain provisions of the Plans, and thus the descriptions and summaries
contained herein, are the subjects of continuing negotiations among the Debtors and various parties, have not been
finally agreed upon, and may be modified. Fhe

w Debtors have reserved thelr rlghts in the Plans to redes1gnate
Debtors as Reorganizing Debtors, Heber Debtors or Liquidating Debtors at any time prior to ten (10) days prior to

the applicable Confirmation Hearing (as defined below). Holders of Claims or Equity Interests (each as defined
below) who are entitled to vote on the Reorganization Plan-er LiquidationPlanPlans and who are affected by any
such redesignation shall have five (5) days from the notice of such redesignation to vote to accept or reject the
Reerganizationapplicable Plan-er(s). Without prejudice to the LiquidationPlanrights of the Proposed Buyers
under the Heber Purchase Agreement, as-the-ecase-may-be—The Debtors also have reserved the right to withdraw

prior to the applicable Confirmation Hearing one or more Debtors from the-Reerganizationa Plan-orthe Liquidation
Plan;-as-the-ease-may-be, and to thereafter file a plan solely with respect to such Debtor.

The Debtors believe that the Debtors’ creditors will receive substantially greater and earlier recoveries
under the Plans than those that would be achieved in total liquidation or under an alternative plan and, further, that
any alternative to confirmation of the Plans, such as total liquidation of the Debtors or attempts by another party in
interest to file a plan, could result in significant delays, litigation and costs. FOR THESE REASONS, THE
DEBTORS URGE YOU TO RETURN YOUR BALLOT ACCEPTING THE PLANS.

A. Definitions

Except as otherwi rovi herein, capitalized terms not otherwi fined in this Discl

B. A——Overview

Covanta Energy Corporation (“Covanta”) and its subsidiaries (collectively, the “Subsidiaries” and together
with Covanta, the “Company”) develop, construct, own and operate for others key infrastructure for the conversion
of waste-to-energy, independent power production and the treatment of water and wastewater in the United States
and abroad. The Company owns or operates 62 power generation facilities, 46 of which are in the United States and
16 of which are located outside of the United States. The Company’s power generation facilities use a variety of
fuels, including municipal solid waste, water (hydroelectric), natural gas, coal, geothermal fluid, wood waste,
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landfill gas, heavy fuel oil and diesel fuel. Until September 1999, and under prior management, the Company was
also actively involved in the entertainment and aviation services industries.

On April 1, 2002 (the “Initial Petition Date”), Covanta and 123 of its domestic subsidiaries filed voluntary
petitions for relief under chapter 11 of the Bankruptcy Code in the Court. On December 16, 2002 (the “Interim
Petition Date”), and June 6, 2003 (the “Subsequent Petition Date,” and with the Initial Petition Date and the Interim
Petition Date, the “Petition Dates™) thirty-one (31) additional subsidiaries filed their chapter 11 petitions for relief
under the Bankruptcy Code. In addition, four (4) subsidiaries that had filed petitions on the Initial Petition Date
have been sold as part of the Company’s disposition of non-core assets and are no longer owned by the Company,
nor are they part of the bankruptcy proceedings. The pending bankruptcy cases (the “Chapter 11 Cases”) are being
jointly administered under the caption “In re Ogden New York Services, Inc., et al., Case Nos. 02-40826 (CB), et
al.”

Until September 1999, and under prior management, the Company was actively involved in the
entertainment and aviation services industries. However, after extensive study and evaluation, the Company
determined that most of its earnings were generated by the energy business, that the entertainment business was
substantially over-leveraged and that the focus on the entertainment and aviation businesses had not proven
successful. Accordingly, in September 1999, the Company adopted a restructuring strategy in which it would
concentrate on its core energy business while seeking to sell its aviation and entertainment businesses. During 2000
and 2001, the Company divested multiple entertainment and aviation assets and shed tens of millions of dollars of
overhead.

However, the Company required waivers of financial covenants under its numerous credit agreements and
new letter of credit facilities to be used by its core energy business in the event of a downgrade by the credit rating
agencies below investment grade. The Company believed that, with a single master credit agreement in place, it
could seek access to the capital markets with which it could raise equity or debt that, combined with additional cash
from the sale of its remaining entertainment and aviation assets, would meet its liquidity needs, including the timely
repayment of outstanding debentures maturing in 2002. By the fall of 2000, the Company and its key banks reached
an agreement in principle on the terms of a new master credit facility that would include all then-existing bank credit
arrangements and a new revolving and letter of credit facility. Due principally to diffientt-intercreditor issues that
were difficult to resolve, the new Revolving Credit and Participation Agreement (the “Master Credit Facility”’) was
not executed until March 14, 2001, at which time the Company paid down all-their outstanding bank debt. With the
Master Credit Facility in place, the Company took steps to access the equity markets and continued to dispose of
entertainment and aviation assets. However, these efforts were thwarted in the spring of 2001 by unanticipated
events. The sale of the remaining assets from the non-core businesses took longer and yielded less proceeds than
anticipated. The energy crisis in California (which led to the substantially delayed payment to the Company of
approximately $75 million by two California utilities) and the perception that the independent power sector was
overbuilt contributed to a reduction in demand for energy company securities. The delayed payment by the two
California utilities also caused the Company to seek cash flow covenant waivers under the Master Credit Facility in
June 2001. These waivers were granted, but in consideration for the waivers the Company lost the capacity under
the Master Credit Facility to obtain letters of credit that it had intended to provide to third parties in the event of a
downgrade in the Company’s credit rating. The Company’s ability to access the capital markets was further
hampered first by a sharp downturn in capital markets for energy companies in the middle of 2001, and subsequently
by the events of September 11, 2001, which dampened the capital markets generally, and the collapse of Enron,
which brought the energy sector further investor disfavor.

In December 2002, the Company publicly stated that it needed further covenant waivers and that it was
encountering difficulties in achieving access to short-term liquidity. This resulted in a downgrade of the Company’s
credit rating below investment grade. Consequently, under its contracts for two waste-to-energy facilities the
Company became obligated to provide credit support in the amount of $50 million for each project. On March 1,
2002, the Company availed itself of a grace period to defer for 30 days the payment of approximately $4.6 million
of interest on its $100 million principal amount 9.25% Debentures due 20622022 (the “9.25% Debentures”™).

In March 2002, substantial amounts of fees under the Master Credit Facility came due, but could not be
paid without violating cash maintenance covenants under the facility. In addition, draw notices totaling



approximately $105.2 million were presented on two letters of credit issued on behalf of the Company. Although
the bank lenders honored such letters of credit, the Company had insufficient liquidity to reimburse the bank lenders
as required under the Master Credit Facility. Furthermore, approximately $148.7 million of the 6% Convertible
Debentures and the 5.75% Convertible Debentures were to mature in 2002.

Ultimately, the Company concluded that the commencement of the Chapter 11 Cases was in the best
interest of all creditors as the best means by which to protect the value of the Company’s core business, reorganize
its capital structure and complete the disposition of its remaining non-core entertainment and aviation assets.

Since the Initial Petition Date, the Debtors have continued their efforts to dispose of non-core businesses.
With approval of the Court, the Debtors have sold the remaining aviation fueling assets, their interests in Casino
Iguazu (“Casino Iguazu”) and La Rural Fairgrounds and Exhibition Center (“La Rural Fairgrounds,” and with
Casino Iguazu, the “Argentine Assets”) in Argentina;._They also realized their interests in the Corel Centre in
Ottawa, Canada (the “Corel Centre”) and in the nators Hock 1 rporation (the “Team”) and
other miscellaneous assets related to the entertainment business. In addition, in order to enhance the value of the
Company’s core business, on September 23, 2002, management announced a reduction in non-plant personnel,
closure of satellite development offices and reduction in all other costs not directly related to maintaining operations
at their current high levels. As part of the reduction in force, waste-to-energy and domestic independent power
headquarters management were combined and numerous other structural changes were instituted in order to improve
management efficiency.

C. B-——Events Leading to the Plans

Over the course of these proceedings, the Debtors have held discussions with the Creditors Committee,
representatives of the Debtors® prepetition bank lenders (the “Prepetition Lenders”) and DIP Lenders (together,
the “Secured Bank [enders”) and the 9.25% Debenture holders with respect to possible capital and debt structures
for the Debtors and the formulation of the Plans. A central element of these discussions and related negotiations,
described further in Section VI.C.12, was the possibility for the Debtors and their secured and unsecured creditors to
develop a plan of reorganization involving an employee stock ownership plan or “ESOP.”

After extensive negotiations, significant progress was made toward determining that an ESOP could
provide a useful framework for a plan of reorganization. In order to better determine the viability of an ESOP, the
Debtors appointed a committee originally consisting of three of Covanta’s senior managers (the “ESOP

Committee”), whose purpose i-was to %ﬁ%&%ﬁ%&%—ﬂﬁ%&%mww of the

ﬂwest{gat}eﬁ t was the ESOP Commlttee_s eeﬂeluéeéb_el_le_f that a more deﬁnltlve determmatlon of the viability of
an ESOP required the appointment of an independent fiduciary to represent the ESOP and the interests of employees
who would participate in the ESOP in reviewing the terms of any proposed ESOP transaction and subsequently
deciding whether the ESOP should participate in such a transaction. In addition, the ESOP Committee

determinedbelieved that #-was-imperativean independent fiduciary’s representation of the ESOP and its
participants would be essential to ensuring that any proposed ESOP transaction be structured to comply with all

of the applicable ﬁduc1ary requlrements of the Employee Retlrement Income Secunty Act of 1974 as amended
(“ERISA”) an § , e

After conducting interviews with a number of potential candidates, the ESOP Committee decided to retain
U.S. Trust Company, N.A. (“U.S. Trust”), because of its extensive experience in providing specialized management,
fiduciary and consulting services with respect to the formation of ESOPs, to act as independent fiduciary on behalf
of the ESOP. The ESOP Committee thereafter negotiated a form of agreement with U.S. Trust for the provision of
fiduciary services in connection with a potential ESOP (the “U.S. Trust Agreement”). On July 1, 2003, the Court
entered an order (Docket No. 1719) authorizing Covanta to engage U.S. Trust, as well as retain Duff & Phelps
(“D&P”) as a financial advisor to U.S. Trust, in connection with the potential ESOP transaction. Pursuant to this
order, Covanta, the ESOP Committee and U.S. Trust, effective as of July 1, 2003, entered into the U.S. Trust
Agreement.
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Pursuant to the U.S. Trust Agreement, U.S. Trust is authorized to review the terms of the Reorganization
Plan and the proposed new corporate structure of the Reorganized Debtors. As part of this review, U.S. Trust’s
responsibilities are to (i) conduct appropriate due diligence on the Company and the proposed ESOP, (ii) negotiate
on behalf of the proposed ESOP the terms governing the contribution of Reorganized Covanta’s stock to the
proposed ESOP and (iii) determine, on behalf of the proposed ESOP, whether to accept a proposed contribution of
Reorganized Covanta’s stock to the proposed ESOP. In exercising these responsibilities, U.S. Trust will rely on the
opinion of its financial advisor, D&P, that the terms and conditions of the proposed contribution are fair and
reasonable to the ESOP from a financial point of view. The Company has agreed to indemnify U.S. Trust for any
losses, claims, damages or liabilities, including reasonable attorneys’ fees, arising in any manner in connection with
the provision of services or exercise of responsibilities under the U.S. Trust Agreement, unless such losses, claims,
damages or liabilities are finally adjudged to have resulted from U.S. Trust’s bad-faith, self-dealing, breach of
fiduciary duty, negligence or willful misconduct.

The fee structure of the U.S. Trust Agreement contemplates, in addition to the reimbursement of reasonable
expenses, a flat dollar fee of $300,000, payable to U.S. Trust regardless of whether the Reorganization Plan is
consummated. The Company has already paid to U.S. Trust $150,000 as compensation for the services it has
performed and will continue to perform in connection with the ESOP transaction. The final installment of $150,000
will be paid to U.S. Trust when it is prepared to make a final decision regarding whether or not to accept, on behalf
of the ESOP, the proposed contribution of Reorganized Covanta stock. In addition, the U.S. Trust Agreement
contemplates the payment to D&P of a reasonable fee, not to exceed $175,000, and reimbursement of reasonable
expenses, not to exceed $25,000, in connection with its rendering of the financial opinion. No portion of the fee
payable to U.S. Trust is contingent in any way upon the consummation of the Reorganization Plan or an affirmative
decision by U.S. Trust to accept the proposed contribution. The ESOP Committee believes the fee structure is a
critical component of its efforts to ensure that the ESOP transaction complies with the fiduciary requirements of
ERISA.

U.S. Trust’s decision with respect to whether or not to accept the proposed contribution of Reorganized
Covanta stock is crucial to the successful restructuring of the Debtors. The consummation of the Reorganization
Plan is predicated on U.S. Trust’s acceptance of the contribution on behalf of the ESOP. There is no guarantee that
U.S. Trust will decide that the acceptance of such contribution is in the best interests of the ESOP and its
participants. The Debtors expect that U.S. Trust will be prepared to make its decision prior to the approval of this
Disclosure Statement. However, due to the nature of the services to be performed by U.S. Trust in connection with
the ESOP transaction, as well as the potential delay that would result from further negotiations between U.S. Trust
and with the Debtors’ various creditor constituencies, it is possible that U.S. Trust will not be prepared to make its
final decision until a later time.

D. €—General Structure of the Plans

Chapter 11 is the principal business reorganization chapter of the Bankruptcy Code. Under chapter 11, a
debtor is authorized to reorganize its business for the benefit of its creditors. Upon the filing of a petition for relief
under chapter 11, section 362 of the Bankruptcy Code provides for an automatic stay of substantially all actions and
proceedings against the debtor and its property, including all attempts to collect claims or enforce liens that arose
prior to the commencement of its chapter 11 case.

The process of satisfying claims against and interests in the Debtors is set forth in the ReerganizationPlan
and-the LiquidationPlanPlans. Confirmation of the Plans by the Court makes the Plans binding upon the Debtors,
any issuer of securities under the Plans, any person or entity acquiring property under the Plans and any creditor of
or equity security holder in the Debtors, whether or not such creditor or equity security holder (i) is impaired under
or has accepted the Plans or (ii) receives or retains any property under the Plans.

Subject to certain limited exceptions and other than as provided in the Reorganization Plan itselor the
Heber Reorganization Plan or in the erdede_eﬂ conﬁrming the Plans (the “Confirmation Order”), the
confirmation of the Reorganization Plan an r Reorganization Plan discharges the Reorganizing Debtors
and Heber Debtors, respectively, from any debt that arose prior to the applicable Effective Date-of-the
ReerganizationPlan, substitutes therefor the obligations specified under the confirmed Reorganization Plan_or
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Heber Reorganization Plan, and terminates all rights and interests of equity security holders except to the extent
expressly provided therein. The terms of the Reorganization Plan and the Heber Reorganization Plan are based
upon, among other things, the Debtors’ assessment of their ability to achieve the goals of their Business Plan (as
defined in Section VI.C.16 herein), make the distributions contemplated under the_Reorganization Plan and Heber
Reorganization Plan and pay certain of their continuing obligations in the ordinary course of the businesses of the
Reorganizing Debtors. In accordance with section 1141(d)(3) of the Bankruptcy Code, the confirmation of the
Liquidation Plan does not discharge the Liquidating Debtors from any Claims asserted against them.

Under the ReerganizationPlan-and-the LiquidationPlanPlans, Claims against and Equity Interests in the

Reorganizing Debtors, Heber Debtors and the Liquidating Debtors, respectively, are divided into Classes according
to their relative seniority and other criteria. Each Reorganizing Debtor, Heber Debtor and Liquidating Debtor is a
proponent of the respective Plans within the meaning of section 1129 of the Bankruptcy Code. The Reorganizing
Debtors’ Estates, the Heber Debtors’ Estates and the Liquidating Debtors’ Estates have been deemed consolidated
solely for purposes of administration, procedure and voting. By virtue of this deemed consolidation, in some
instances, claims against multiple Reorganizing Debtors, Heber Debtors and Liquidating Debtors have been grouped
together into single Classes of Claims.

Except to the extent a Reorganizing Debtor, Heber Debtor or Liquidating-Debter-orHeber Debtor
expressly assumes an obligation or liability of another Debtor, the Plans will not operate to impose liability on the
Reorganizing Debtors, Heber Debtors andor Liquidating Debtors for the Claims against any other Debtor or the
debts and other obligations of any other Debtor. From and after the Effective Date&ﬁﬂgw
“Reorganization Effective Date”) or the Effective Date of the Heber Reorganization Plan (the “H
Effective Date™), each Reorganizing Debtor and Heber Debtor will be separately liable for its own debts and
obligations arising on and after the_applicable Effective Date. Additionally, from and after the Effective Date_of

he Liquidation Plan (the “Liquidation Effective Date™), each Liquidating Debtor will be separately liable for its
own debts and obligations arising on and after the Liquidation Effective Date, although, as most of the Liquidating
Debtors are non-operating and there is no objective to continue or engage in the conduct of a trade or business,
except to the extent reasonably necessary to, and consistent with the liquidating purpose of the Liquidation Plan, the
Liquidating Debtors do not anticipate that they will incur any new debts or obligations on or after the Liquidation
Plan Effective Date.

After careful review of the Debtors’ current and projected operations, estimated recoveries in a complete
liquidation scenario, prospects as an ongoing business, and the strategic Business Plan developed by management
and discussed more fully in Section VI.C.16, the Debtors have concluded that the recovery to the Debtors’ creditors
will be maximized by the Reorganizing Debtors and Heber Debtors’ continued operation as a going concern and the
Liquidating Debtors’ dissolution in accordance with applicable law. The Reorganizing Debtors and Heber Debtors
believe that their businesses and assets have significant value that would not be realized in a complete liquidation.
According to the liquidation valuation analyses prepared by the Reorganizing Debtors and Heber Debtors with the
assistance of their financial advisors, the value of each of the estates of the Reorganizing Debtors and Heber
Debtors, respectively, is considerably greater as a going concern than in a liquidation. For a complete discussion of
the liquidation value of the Reorganizing Debtors and Heber Debtors, please refer to Exhibit EH attached hereto.
The Debtors believe that this value is further enhanced by segregating the Liquidating Debtors, whose assets are
primarily non-core and unrelated to the core businesses of the Reorganizing Debtors and Heber Debtors.

Accordingly, the Debtors believe that the structures of the ReerganizationPlan-and-the Liquidation

PlanPlans provide the best recoveries possible for holders of Claims against the Debtors and strongly recommend
that, if you are entitled to vote, you vote to ACCEPT the ReerganizationPlan-and-the Liquidation PlanPlans. The

Debtors believe that any alternative to confirmation of the Plans, such as complete liquidation or attempts by another
party in interest to file a plan, could result in significant delays, litigation and costs, as well as significantly reduced
recovery by creditors.

E. D——Restructuring of the Debtors

The Debtors ﬁled Q:Lthe Reorganlzatlon Plan and the L1qu1dat10n Plan w1th the Court on September 8,
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anization Plan. the Ime o Heber Re o o o
he Liquidation Plan on mber 2 2003. The Reorganlzatlon Plan is premlsed upon the economic beneﬁts to
be derived from a framework for a restructuring of the Debtors built around the establishment and implementation of
an ESOP. By establishing an ESOP to which Reorganized Covanta will contribute all of its stock, the employees of

the Reorganized Debtors, as participants in the ESOP, will receive an equity interest in Reorganized Covanta that
provides employees an opportunity to profit from the value of Reorganized Covanta Common Stock. In addition,
the implementation of the ESOP and Reorganization Plan (which includes reerganizedReorganized Covanta
electing S corporation status for federal income tax purposes) is intended to result in the Debtors realizing a
significant increase in available after-tax cash flow through a substantial reduction in federal income tax liabilities
that will permit the Debtors to pay down their Allowable Claims, thereby permitting the Reorganizing Debtors to
emerge from bankruptcy and permitting the Reorganizing Debtors to benefit the employees participating in the
ESOP. Furthermore, the feasibility of the Reorganization Plan is further premised upon an ability to implement the
Business Plan for the Reorganizing Debtors. The Business Plan (as defined in Section VI.C.16-herein) and
accompanying financial projections through December 31, 2007, which include the preliminary estimated effects of
the required adoption of “fresh start” accounting (the “Projections”), are described in detail in Section VI.C.16.
While the Company believes that the Business Plan and Projections are reasonable and appropriate, they include a
number of assumptions that may differ from actual results and are subject to a number of risk factors. See Section
VIII for a discussion of such factors.

The Debtors expect to sell their interests in certain geothermal energy projects (each project, a “Geothermal

Project”) in Heber, California (the “wﬁuﬂm”) %%Deb&er&@epeet—te%ﬁfeet—sueh—sale
either pursuant to eitherSeetionsection 363 of the Bankruptcy Code or through a-plan-efreerganizationfor-the-the
Heber-Debtors(the“Heber Plan)to-befiled_Reorganization Plan, in accordance with respeet-to-the Debter
enﬂﬂeﬁeb%selﬁ%eﬁhepeven&eeﬂ%emp%mgselhnggggggggthe nership Inter Prh

See&eﬂééé—&a}%meﬂe&eﬁ—er—abem althn Heber th rmal 11, LL aithness Mammoth, LL
i e e posed Buyvers”) dated as of

!g ggmg ang_i aggtlgng g gggg!; gg fgr thg Geothemalé&#}%&ﬂﬁ%m%%msfeﬁeﬁwfﬂs%np—eﬁeeﬁam
o h g !;g gggz (i ! Qgrgxal gf the g g gf the Geothermal

Motion or the Heber Reor: anlzatl nPlan th “H rAlt rnative Transaction” ithout prejudi t t
Pr Buyvers’ right r the Heber Purchase Agreement, the ¢ thermal Sale”); (iii) and th
ismissal of the Heber D tr’ hapter 11 Cases a ntemplat the sale Motion or the Heber

X



izati 1 d izati are premised on the consummation of the
Geotherrnal Sale as the proceeds of the Geothermal Sale w1ll prov1de the Reorganized Debtors and the Heber
Debtors with funds necessary to emerge from their respective Chapter 11 protectionCases.

Addmoﬂai-l%ﬂqe:[he quuldatlon Plan prov1des for the complete llquldatlon of the L1qu1dat1ng Debtors

“ ” all of the L1qu1dat10n Assets of the quuldatmg
Debtors have already been sold. The Debtors have proposed that the Secured Bank Lenders and 9.25% Debenture
Holders contribute their Distributions, to which they would otherwise be entitled under the Liquidation Plan
(consisting of (i) the proceeds of certain postpetition asset sales and (ii) certain other Claims of the Liquidating
Debtors upon which the Secured Bank Lenders and 9.25% Debenture Holders have a first priority secured lien) to
Reorganized Covanta. The Debtors further propose that up to $566,6063,000,000 of the Cash subject to the
transfers described in the previous sentence be transferred to the Operating Reserve_and the Administrative
Expense Claims Reserve, which shall be used by the Liquidating Trustee to fund the implementation of the
Liquidation Plan. The transfers to Reorganized Covanta described above will assist the Reorganized Debtors in
their reorganization. Furthermore, to the extent that there are Liquidation Assets that have not already been sold
and/or transferred to Reorganized Covanta (the “Residual Liquidation Assets”), the Liquidation Plan provides for
the complete liquidation and monetization (or abandonment, as the case may be) of such Residual Liquidation
Assets and the complete dissolution of the Liquidating Debtors pursuant to applicable state law.

E. E—Compromises and Settlements Incorporated into the Plans

Under the ReerganizationPlan-and-the LiquidationPlanPlans, Claims and Equity Interests are divided into
Classes. The Distributions provided for under the Plans are based upon the relative priorities and rights of members
of those respective Classes.

The Plans also embody the proposed compromise and settlement of claims and causes of action among the
creditors in certain Classes. The obligations of Prepetition Borrowers (including Covanta and certain of its
subsidiaries under Tranche B of the DIP Financing Facility) under the Master Credit Facility are expected to be
approximatelyaggregate $400 million (excluding undrawn letters of credit) together with approximately $34 million
in accrued and unpaid fees and interest. These obligations were secured by a first priority lien on substantially all of
the Prepetition Borrowers’ assets, to the extent permitted, and by a pledge of 100% of the shares of most of
Covanta’s existing and future domestic subsidiaries, and 65% of the shares of substantially all of Covanta’s foreign
subsidiaries (the “Prepetition Collateral””). Pursuant to the order of the Court authorizing the DIP Financing Facility
(as defined below), the Debtors stipulated, among other things, as to the priority, validity and enforceability of the
liens and security interests that had been granted to the Prepetition Lenders prior to the commencement of the
Chapter 11 Cases. Accordingly, the Prepetition Lenders are entitled to payment in full of their Allowed Secured
Claim up to the full value of their security interest in the assets of the Prepetition Borrowers. However, in
connection with the negotiations undertaken in development of the Plans, the Debtors have estimated the Prepetition
Lenders’ aggregate Allowed Secured Claim in the amount of $434 million, including interest and fees, which
amount is subject to final allowance by the Court. In addition, distributions to the Prepetition Lenders are subject to
certain priorities vis-a-vis each other as a result of the Intercreditor Agreement, among the Prepetition Lenders and
the Company, dated March 14, 2601452001 (the “Intercreditor Agreement”). Similarly, the Debtors have estimated
the 9.25% Debenture Holders’ Allowed Secured Claims in the aggregate amount of $105 million, which amount is
subject to final allowance by the Court.

The proposed settlement of the Loss Sharing Litigation will also be incorporated into the Reorganization
Plan and become effective on the Reorganizing Debtors and-HeberDebtors™emergence from Chapter 11. Under the
settlement, the current synthetic pooling arrangement (i.e., loss sharing under the Intercreditor Agreement) will be



replaced with an actual pooling of exposures among the Canadian Loss Sharing Lenders and the Pooled Facility
Lenders.” This would be accomplished by the Pooled Facility Lenders purchasing a ratable share of the funded
exposures of the Canadian Loss Sharing Lenders (and receiving a distribution on such amounts from the
Reorganizing Debtors and-Heber Debtors-under a-Chapterthe Reorganization Plan).” The Canadian Loss
Sharing Lenders, in turn, would purchase a like amount of participations in the Tranche B Facility of the DIP Credit
Agreement and thereby reduce the Pooled Facility Lenders’ existing exposure under that facility and any
replacement thereof.

As described in more detail herein, as part of the overall regetiationsnegotiation of the Reersanization
Plan-and-the LiquidationPlanPlans, the Debtors have proposed that the Secured Bank Lenders and the 9.25%

Debenture Holders contribute certain Distributions to Reorganized Covanta. As further described herein, $500,000
of the Distributions or proceeds described above will be used to fund the Operating Reserve and up to $2,500,000

ill fund the Administrative Expense Claims Reser h of which are established under the
Liquidation Plan. The Debtors believe that the transfer to Reorganized Covanta of such Distributions and other
Liquidation Assets will enhance the value of Reorganized Covanta and inure to the benefit of the Secured Bank
Lenders and the 9.25% Debenture Holders via their Distributions under the Reorganization Plan.

G. E—Treatment of Claims and Interests EUnderunder the Plans

Pursuant to the Plans, and subject to the provisions therein, certain unclassified Claims, including
Administrative PrierityExpense Claims (other than the DIP Financing Facility Claims and Claims for

compensation and reimbursement) and Priority Tax Claims, will receive payment in Cash (i) on the later of the
Effeetiveapplicable Distribution Date-or-as-seen-aspracticable-aftersuch-Claims-are-AHowed, or (ii) in
installments over time (as permitted by the Bankruptcy Code), or (iii) as agreed with the holders of such Claims.
The DIP Financing Facility Claims, including those contingent claims relating to letters of credit still outstanding,
are included as Administrative Claims and will be paid or otherwise satisfied on the Reorganization Effective Date
in accordance with Section 2.5 of the Reorganization Plan by reinstatement of such contingent obligations under the
Reinstated L/C Facility or by replacement by the Exit Financing Facility. While certain DIP Financing Facility
Claims will not be paid in full as a result of the reinstatement of these contingent obligations under the
Reorganization Plan, acceptance of such treatment by a requisite majority of DIP Lenders, as provided under the
DIP Financing Facility, shall be binding on all DIP Lenders. Additionally, the Plans provide that all entities seeking
an award by the Court of compensation for services rendered or reimbursement of expenses incurred through and
including the applicable Confirmation Date under subsections 503(b)(2), 503(b)(3), 503(b)(4) or 503(b)(5) of the
Bankruptcy Code shall file their respective final applications for allowance of compensation for services rendered
and reimbursement of expenses incurred byon or before the date-thatisfortyfive(45)-daysafterdeadlines set forth
in the Effeetive DatePlans.

3 _Capitalized terms in this paragraph not otherwise defined herein or in the Reorganization Plan shall have the

meaning set forth in the PrepetitionMaster Credit AgreementFacility.

4 Based upon current projections, the Pooled Facility Lenders will purchase approximately [US]$14 million of the
Canadian Loss Sharing Lenders’ funded debt. After giving effect to the purchase (and all prior loss sharing
payments), the remaining Tranche C Commitments (anticipated to be approximately US $16 million at
such time) will be terminated.
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All other Claims and Equity Interests are classified separately in various Classes in the Debtors’ Chapter
11 Cases and will receive the distributions and recoveries (if any) described in the relevant Plan. The following
tables summarize the classification and treatment under the Plans of the Claims and Equity Interests and in each
case, reflects the amount and form of consideration that will be distributed in exchange for and in full satisfaction,
settlement, release and discharge of such Claims and_Equity Interests. The classification and treatment for all
Classes are described in more detail under Section VII-efthisPiselosureStatement.

The D rs h n inform nsel he informal commi f 9.25% Debenture Holder

and the Liquidation Plan, a rrentl raft an li a 7 hPlan iolat t1 n 1122 a
1123(a)(4) and 1129(a)(1) of the Bankr The Debtors ha n further a that the Informal
mmitt li that the Reor anlzatl n Plan and Liquidation Plan are not nﬁrma I a i) th

ntrar h rtion fhlnfrml mmi he D I li hat the Reorganization
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Class

Reorganization Plan

Class 1

Allowed Priority Non-Tax Claims
Treatment of Class 1 Claims is summarized on
page xii-Xv

Class 2

Allowed Project Debt Claims
Treatment of Class 2 Claims is summarized on
page xivxvi

Alowed-HeberSeeured-Claims NAA

T ¢ Class 2H-Claimsi e

Class 3

Subclass 3A: Allowed Secured Bank Claims

Subclass 3B: Allowed Secured 9.25% Debenture
Claims

Treatment of Class 3 Claims is summarized on
page xvixvii

Class 4

Allowed Operating Company Unsecured Claims
Treatment of Class 4 Claims is summarized on
page x%Xxi

Class 5

Allowed CovantaEnersyAwmerieas
UnseeuredParent and Holding Company
Guarantee Claims

Treatment of Class 5 Claims is summarized on
page xxxxii

Class 6

Allowed CovantaParent and Holding Company

Unsecured Claims
Treatment of Class 6 Claims is summarized on
page xxixxiii

Class 7

Allowed HeberUnsecuredConvertible
Subordinated Bond Claims

Treatment of Class 7 Claims is summarized on
page xxHXxiv

Class 8

Allowed Convenience Claims

Treatment of Class 8 Claims is summarized on
page xxiv-XXv

Class 9

lass 9A: Liquidating Debtor
Intercompany Claims

1 B: Reorganizing D I
Intercompany Claims

1 : Heber D r
Intercompany Claims

xiii




Class

Reorganization Plan

age XXVXXVi

Treatment of Class 9 Claims is summarized on

Class 10

Subordinated Claims

page xxvii

Treatment of Class 10 Claims is summarized on

Class 11

age xxviil

Equity Interests in Subsidiary Debtors
Treatment of Class 11 Claims is summarized on

page-xxvi

Class 12

Onondaga and DSS Environmental

page xxix

Equity Interests in Covanta Huntington, Covanta

Treatment of Class 12 Claims is summarized on

Class 13

Old Covanta Stock Equity Interests

page Xxx

Treatment of Class 13 Claims is summarized on

R T oy

el i ved

NAA

X1V



EW

Class
Class 1
lass 2H lass 2H-A: All E r 1 laim;
lass 2H-B: All E red H' HF laim;
T £ Class 20 Claims i e ..
Class 3H Allowed Heber Secured Claims
Treatment of Cl H Claims i mmariz n xxxiii
Class 4 N/A
Class 5 N/A
Class 6 N/A
Class 7 All n r laim;
T Ol Ok o .
Class 8 All Heber Intercompany Claim
Treatment of Cl laims i mmariz n XXX
Class 9 Intercompany Claims
T f Class 9 Claims i ized .
Class 10 N/A
Class 11 N/A
Class 12 N/A
Class 13 N/A
Class 14 Equity Interests in the Heber Debtors
T f Class 14 Claims i ized ..

XV




1 : All nta Tul I laim
Treatment of Cl laims i mmariz n XXXIiX

XVi




Class Description

Treatment Under Reorganization Plan

Estimated Allowed Claims: $|—1]0 to
$200,000

Each holder of an Allowed Class 1 Claim shall receive, in full
settlement, release and discharge of its Class 1 Claim, either (i)
Cash, on the Distribution Date, in an amount equal to such
Allowed Claim, or (ii) on such other less favorable terms as the
Reorganizing Debtors and Reorganized Debtors and the holder of
an Allowed Priority Non-Tax Claim agree.

Class 1 Claims are Unimpaired, and the holders of Allowed Class
1 Claims are not entitled to vote to accept or reject the
Reorganization Plan.

Estimated Percentage Recovery:

——1100%

Xvii



Xviil



Xix



XX



XX1



XX11



lass Description Treatment Under Reorganization Plan

XXiil



reinstated in full satisfaction, release and discharge of their

I i lass 2 Claims and will remain unalter nder th

Reorganization Plan, except as the Reorganizing Debtors and the
holders of All lass 2 Claims m herwi I r h
holders m herwi nsent. To the extent th faults exist in

connection with any Allowed Project Debt Claims, the Reorganized
Del hall Iv wit} ion 1124(2) of the Ban! Cod

licable 1 h 1d entitle the holder of an All lass 2
laim mand or recei ment of such Claim prior h
maturity of such Claim, termin n ntr. 1

relationship or tak h other enforcemen ion m
licable) from and after th rren f fault th I'T
s he R ization Effective D hall | f bl
. he R ized Del
Class 2 Clai Uni ired 1 the hold £ All i
Class 2 Clai itled . i
R ization Pl
LEstimated Percentage Recovery: 100%

XX1V



e T Under R ization Pl

Class 3:

Allowed Reorganized
Covanta Secured
laim

Subclass 3A:

All Reorganiz
Covanta Secured
Claims-- Secured
Bank Claims

Under the R ization Pl Class 3 is divided i
Subclasses for Distribution purposes: Subclass 3A consists of
the Allowed Secured Bank Claims and Subclass 3B consists of
All I 25% Debenture Claim

Estim

All laims: $418.7 million 44

million

Holders of All

1 A Claims shall receive th 1

3A Recovery in full settlement, release and discharge of their

C ALIOW

Lenders shall receive first, to the extent available as
rt of th | A R ry, Ex

Distri I h in an amoun 1 h
mount of h All Priority Bank Claims an
hereafter High Yiel I in
principal amount equal to the remaining amount of
h All 1 Priority Bank Claims;

recei Pro R 1 hare of the remainin
Subclass 3A Recovery; provided, however, that
with respect to the Distribution of the remaining

1 A R ry, (i) th Facility Lender
in 1 A shall receive their r 1

solely in the form of New High Yield Secured

Notes; and further, provided, that Non-
Participating Lenders in 1 A shall recei

heir I lue Distribution solely in the form
f High Yiel r nd shall n
recei ny Distribution of Distri I h or
New Lender Warrants.

XXV



R ization Pl hall be d 1 effecti |
impl T f Distributi i
the Reorganization Plan.

1 laims are Impair nd the holders of All

laims in h Cl re entitl r rej h
Reorganization Plan. The members of 1 A and 3B
hall her ingle Class for pur f in

or rejecting this Reorganization Plan; provided, however that
he Ball Jistril 1 to hold f Subclass 3B S N

Estim All laims: $105 million

First, th 1 B I laim shall
deemed an Allowed Secured Claim in an amount
1 he All 1 B lemen

Amount and in full settlement, release and
discl f the All 1S 1 Clai f ol

Accepting Bondholder Recovery; provided,
h I, th ith r h 1 B

A ing Bondholder R ry, (i) th

Facility Lenders in 1 B th re A in
Bondholders, if any, shall receive their I
Value Distribution first, to the extent available, in
he f f Distril ble Casl T fter i

he f f New High Yield S 1N + and (i)
he Additional New Lenders in Subclass 3B {1

: ing Bondhold if hall jve thei

XXV1



ided furtl | he Non-Participati
Lend in Subclass 3B f1 ! n
Bondholders shall not recei ny Distri I
h or any Distribution of Lender rran

rt of th I lue Distribution
Distributions m h A ing Bondholder
f such holder’s All 1 B Claim shall
be subject to adjustment and modification in

i ith tl . . f the 9.25%

hare of th lement Distribution he holder
f All 1 laim: rovi nder th

Reorganization Plan.

Second, in the event that the aggregate amount of
1 B Claims hel Rejecting Bondholder

is equal to or greater than $10 million, the Subclass
3B Clai f each Rejecting Bondholder shall

Bondholder R ry in Reserve A nt in

rdan ith ion 8.4 of the Reorganization
Plan and be held subject to Distribution pursuant
ion f the Reorganization Plan

Third, in the event that the aggregate amount of
Subelass 3B Claims held by Rejecting Bondhold
is | i $10 milli he Subclass 3B Clai f
. .
m‘]@w M 1S 1 Claim in its full T
full settlement, release and discharge of the
T 1S 1 Clai f the Rejecti
Bondholders, on the Reorganization Effective D
h holder of an All 1 B Claim th
is a Rejecting Bondholder shall receive its Pro Rata
1 hare of Distributions of th 1 B
Rejecting Bondholder R ; provi
however, that with respect to the Subclass 3B
&e@w]‘l 1 in Subclass 3B I Rejecti
Bondhold if hall ive their S i
Value Distribution fi i ilable, i
he f f Distril ble Casl Lt fter i
—! f f New High Yield S IN + and (i)
he Additional Lenders in | B th I
Rejecting Bondholders, if any, shall receive their

XXVil



ided furtl | he Non-Participati
Lend in Subclass 3B #1 Rejecti
Bondholders shall not recei ny Distri I
h or any Distribution of Lender rran
rt of th I lue Distribution. In th
nt that th I mount of 1 B
laims hel Rejecting Bondholders is 1 han
$10 million, the Distributions made to each
Rejecting Bondhold f such holder’s All i
Subelass 3B Claim shall ] b
ij i fification i 1 itl
I . . f the 9.25% Settl hall
I . 1 f clai Lin tl
25% Adversary Pr ing (remainin i
liabili he holders of Cl laims for th
Settlement Distribution.

| laims are Impair nd the holders of All

laims in h Cl re entitl I rej h
Reorganization Plan. The members of Subclasses 3A and 3B
hall i ingle CI f f .

properly marking the Ballot shall be deemed an Accepting
Bondholder

Estim Percen R I fore giving eff
he 9.259 lement Distribution: 9 9

Bondhold f . . ff he 9.25% Settl
Distribution: 55.2% to 61.7%

DISTRIBUTI TO REJECTI BONDHOLDER!
ILL BE HELD IN A DISUPTED RESERVE

A T SUBJECT TO RESOLUTI F THE

9.25% DEBENTURES ADVERSARY PROCEEDING.

i
=
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98
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Class Description Treatment Under Reorganization Plan

Class 4: Estimated Allowed Claims: ${— 130
il $35 milli I

XXX



T Under Liquidation PlanOn the Distribution D |

holder of an Allowed Class 4 Claim shall receive, in full settlement,
] 1 discl fits Class 4 Claim, a Distribution of

Reorganization Plan Unsecured Notes in the aggregate principal
moun 1 to the amount of its All lass 4 Claim. With

r All lass 4 Claims for an he extent which
insurance is availabl h Class 4 Claims shall id in th
rdinar I f the Reorganizing D rs’ in he exten

of such insurance, when any such Claim becomes an Allowed Claim

N/A _Estimated Percentage Recovery: 100%

XXXI1



n the Reorganization Effective D he legal itable an

ntr 1 rights of the holders of All 1 laims will
rein. in full satisfaction, rel nd dischar f their
I i 1 laims and will remain unalter: nder th
Reorganization Plan, except as the Reorganizing Debtors and the
hold £ ALl 1Cl 5 Clai i . |

of such Claim prior to the stated maturity of such Claim, terminate
any contractual relationship or take such other enforcement action

m licable) from and after th rren f faul
h Ir rior he Reorganization Effective D hall
nfor I inst the Reorganized D I

| laims are Unimpair nd the holders of All |
Claims are not entitled to vote to accept or reject the
R ization Pl

Estimated Percentage Recovery: 100%

Estimated-Alowed-Claims:—S$} |
HRS O 1
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In consideration of th reemen he holders of Cl laim
i ny claims, including all all idan ions, th
migh rough inst the hol f 1 A Claims an
le the 9.25% Debentures A Pr ing in rdan
!Q;j;h the terms gﬂhg 2 zgog §§£§lgmgl_l§ and to secure the support QI
he hold £ All e 6 Claims f fi . { thi
R ization Pl he hold £ ALl 1 Class 3 Claims |
1 ide the hold £ ALl 1Cl 6 Claims f I
1 I 1d otl ise I I Nistril bl he hold £
All 1 laims under this Reorganization Plan h. n
he Distribution D h holder of an All 1 laim shall
receive, in full satisfaction, rel nd dischar fi 1
laim, Distribution nsisting of (i h holder’s Pro R 1
hare of CI. rrants, (ii h holder’s Pro R. | har
of Class 6 CPIH Preferred Stock, (iii) such holder’s Pro Rata Class
Si f the CPIH Participation I 1 (i) h holders P

I
r

Bondholder, a Distribution consisting of h holder’s Pro R

hare of th lement Distribution an may recei further
Distribution with r h | B Rejecting Bondholder
R I i he resolution of the 9.25% Debentur
Adversary Proceeding, in accordance with Section 8.6(b) of the

R ization Pl Wit he Distributi hold f

Class 6 Claims with the equivalent economic benefits they would
have received through a direct Distribution; provided, however,

that the costs of implementing and maintaining any such depository
r tr rrangement shall id for from the pr f th
Distribution to holders of All 1 laim ith r

All 1 laims for an he extent which insurance i

XXXIV



Class Description

All nvertibl
Subordinated Bond

laim

Class-8:

Treatment Under Reorganization Plan

Estimated Allowed Claims: $|——}154.5
million

On the Distribution Date, each holder of an Allowed Class 87 Claim
shall not receive;_any Distributions from the Reorganizing Debtors

in any proper nder the Reorganization Plan in full

Class €7 Claims are Impaired, and the holders of Allowed Class 87

Claims are entitledconclusively presumed to-vete-te-aceepter reject the
Reorganization Plan._The votes of holders of Allowed Class 7 Claims

will not be solicited.

Estimated Percentage R rv: 09

Esti 1p R . 750,

XXXV



Class 8:

Allowed Convenience
Claims

ClassD . L.
Class 9:
Intercompany
Claims

Subelass 9A:

n the Distribution D h holder of an All 1. laim
hall receive, in full satisfaction, rel nd dischar f its Cl
laim ment in h, in an amoun 1 nty-fi 9
f the All mount of such Cl laim

XXXV
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Intercompany

Treatment Under Reorganization Plan

1 nsi f all Intercompany Claim 1 i

ivi in 1 for Distribution pur 3
w!. . Subclass 9B T f the R ized Del
Intercompany Claims.

In full satisfacti I 1 discl f each Liquidati
Debtors I Clai h such Liquidating Del

Intercompany Claim shall m ncell r wai in
xchange for the Reorganizing D rs’ contribution of th

rating Reserve Deficiency Amount, if an h ratin
Reserve.

XXXViil
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Class Description

Class 10:

Treatment Under Reorganization Plan

Estimated Allowed Claims: ${—— 100,000
to $500,000

Helders-of Equity-Interests-in-Subsidiary DebtorsAs of the Reorganized
Plan Effective Date, holders of Class 10 Claims shall not receive any
BistributionDistributions or retain any property under the
Reorgamzatlon Plan—exeept—tha{—aﬁy—sueh—E%tyuln{efest in a—Sabs&dr&Fy

Class H-Equity Interests10 Claims are Impaired and the-holders of
Allowed Class H-EquityInterests10 Claims in-sueh-Class are
conclusively presumed to reject the Reorganization Plan. The votes of
holders of Allowed Class HEquitytaterests10 Claims will not be

solicited.

Estimated Percentage Recovery: —10%

Estimated-Alowed-Claims:—$} 1
HISOT T

x1



Class Description Treatment Under Reorganization Plan

Class 11: — Estimated-Allewed-Claims:—ST
TNy e B4 |

(-

Effective D 11 Equity Inter in idiarv D rs shall

reinstated in full satisfaction, release and discharge of any Allowed
1 11 Claims an h Equity Inter hall iden h

xistin ital Kk, partnership and/or membership inter

| 11 Equity Inter are Unimpair nd the holders of All

Class 11 Equity Interests in such Class are conclusively presumed to
he R ization Pl Ti f hold £ Cl 11
Equity I ill ] licited

N/A




NAA
lass Description Treatment Under Reorganization Plan
Class 12:
Equity T .
Covanta Huntington,
Covanta Onondaga
and DSS
E . l]s
As of the Reorganization Effective D Equity Inter in n
Huntington n non: nd DSS Environmental shall
rein in full satisfaction, rel nd dischar f any All
1 12 Equity Inter n h rein Equity Inter hall
iden he existin ital k, partnership and/or
bership i
Cl 12 Equity I Uni ired and the hold £ All 1

5 The treatment of Onondaga Equity Interests is subject to finalization and implementation of the

O R o n Re 0 O O O are
DIPIomN with Onondaga County Resou Recg y Agency d bed k 1
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Class Description

Class 1413:

Old Covanta Stock
Equity Interests-in
the Heber Debtors

Esﬁmated qlle“led (;Iaims. Qr 1
D . |

Holders of Allowed Class +4A13 Equity Interests shall not receive any
Distribution or retain any property under the HeberReorganization Plan
in respect of Class +4A13 Equity Interests. All Class +4A13 Equity
Interests shall be cancelled, annulled and extinguished;-n-fuH

isfaction. rel | diccl : 1 '

Class +4A13 Equity Interests-

Helders_are Impaired, and the holders of Allowed Class +4B13 Equity
Interests shallnotreceive-any Distributionunderare conclusively
presumed to reject the—HebeF Reorganization Plan;-exeept-thatany-such

N/A_Estimated Percentage Recovery: 0%

xliv



Class Description Treatment Under Heber Reorganization Plan

llowed Priori

n-Tax Claim
Each holder of an All lass 1 Claim shall receive, in full
lement, rel nd dischar fi 1 1 Claim, either (i
h, on the Distribution D in an amoun 1 h
All laim, or (ii) on h other less favorable term

n nd the holder of an All Priori n-Tax Claim
agree.

wwﬂg ization Pl

xlv



f all All E red H HEC Claim

The holder of the All lass 2H-A Claims shall retain
nalter he legal itable an ntr 1 righ
includin ith limitation, an lid an rfi Lien;
that secure such Allowed Claim, provided, however, that the
f the Heber Del bj he GECC Li I
1d, subj h GECC Li f the Geotl I
Sal lated by the Heber R ization Pl

Covanta shall pay to each holder of an Allowed Subclass 2H-B
Claim, in full setd ! 1 discl fits Subel

2H-B Claim, either (i h, on the Heber Effective D in an

moun 1 h All lass 2H-B Claim, or (ii
such other less favorable terms as Covanta and the holder of
n All E red H F laim agr

lass 2H Claims are Unimpair nd the holder of th

All lass 2H Claims is not entitl r
; he Heber R ization Pl
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Class Descripti T Under Heber R ization P!

Class 3H:

All

Secured Claims,
other than Allowed

E

Heber

All

laim:

Esti LAl 1 Claims: S0

On the Heber R ization Effective Date, the legal
itable an ntr 1 rights of the holders of All

1 H Claims will be rein, in full satisfaction, rel

and discharge of their respective Class 3H Claims and will
remain unaltered, except as the applicable Heber Debtor (or,
n and after the Heber Effective D h licabl
Reorganized Heber Debtor) and the holders of Allowed Class
3H Clai i . h hold
| A Notwitl 1 he f .
1 . . licable | I 1d itle 1
hold £ All 1 Class 3H Clai 1 i L
f such Clai - I i . f snel

laim, termin n ntr 1 relationship or tak h
her enforcemen ion m licable) from an
fter th rren f fault th Ir rior h

Heber Effective D hall nfor )l inst th
Reorganized Heber D rs. In the li f the foregoing, an

Heber Debtor (or, on and after the Heber Effective Date, any

[? o O nhe N nlpe O
Reorganized Heber Debtor) may, a on, make a Cash
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H. Bar Dates and Schedules

On June 26, 2002, the Court entered an order (Docket No. 597) (the “General Bar Date Order”)
establishing August 9, 2002 as the General Bar Date (as defined therein) by which certain entities holding claims
against Covanta and the 123 subsidiaries that filed bankruptcy petitions on April 1, 2002 (the “Original Debtors™)
arising prior to the Initial Petition Date must file proofs of claim. The General Bar Date Order also established
September 30, 2002 as the last date by which governmental units (as defined in 11 U.S.C. § 101(27)) may file proofs
of claim. In addition to serving notice of the General Bar Date Order on all scheduled creditors, the Debtors
published notice of the General Bar Date in THE WALL STREET JOURNAL and the-USA TODAY._On August 16,
2002, th rt entered a stipulat rder (Docket the “Bank of America Bar Date Order”) that
among other thin xten the bar dat hich Bank of America, N.A. must file proofs of claim against

the Original Debtors to September 30, 2002 (the “Bank of America Bar Date”). On September 5, 2002, the

NO. 054) (Th

AW D A

On September 20, 2002, the Court entered an order (Docket No. 938) (the “Employee Bar Date Order”)

establishing November 15, 2002 (the “Employee Bar Date™) as the last date for filing claims against the Original
Debtors by current or former employees in respect of wages, salaries, commissions, vacation pay, severance pay,
sick leave pay, or benefits. Employees were provided notice of the Employee Bar Date by mail.

On May 19, 2003, the Court entered an order (Docket No. 1535) (the “Covanta Concerts Bar Date Order”)
establishing June 27, 2003 as the last date for filing proofs of claims against Covanta Concerts Holdings, Inc. (the
“Covanta Concerts Bar Date”). The Debtors sent notice of the Covanta Concerts Bar Date esnto all scheduled
creditors of Covanta Concerts Holdings, Inc. The same order established June 27, 2003 as the last date for holders
of 6% Convertible Subordinated Debentures Due 2002 and 5.75% Convertible Subordinated Debentures Due 2002
(collectively, the “Convertible Debentures”) to file proofs of claim against Covanta-Energy-Cerperation (the
“Convertible Debentures Bar Date™). The Debtors sent notice of the Convertible Debentures Bar Date to all
registered holders and other known holders of the Convertible Bonds and published a notice of the same in the
FINANCIAL TIMES of London and the LUXEMBURGER WORT.

On June 30, 2003, the Court entered an order (Docket No. 1717) (the “New Debtors Bar Date Order”)
establishing August 14, 2003 as the last date for filing proofs of claim against the New Debtors (as defined herein)
(such date, the “New Debtors Bar Date”). Because the Court was closed on August 14 and August 15,2003 as a
result of the blackout that affected the Northeast region of the United States, the New Debtors’ Bar Date was
changed to August 18, 2003. The New Debtors Bar Date Order also established December 5, 2003 as the last date
by which governmental units (as defined in 11 U.S.C. § 101(27)) may file proofs of claim against the New Debtors.
The Debtors sent notice of the New Debtors’ Bar Date to all known creditors of the New Debtors and published
notice of the same in THE WALL STREET JOURNAL and USA TODAY.

Deseription-of Bar Date Applieable Bar Date
Ceepomnlcas ol e
Ceesrpenea e el Sostembes o 2002
laples o e ate e e
First- Amended-BarDate December 27,2002
Cooepdtmaapdad bas age e
Covanta-Conecerts Bar Date June 27,2003
Convertible Debentures BarDate | June 27,2003
vl ebeparbats e
Third-Amended Bar Date Oectober-6-2003
NewDebtors-GovernmentBarDate | December 35,2003
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In accordance with the General Bar Date Order, which granted the Debtors authority to amend the Original
Debtors’ schedules that were originally filed on or about June 14, 2002 (Docket No. 590) (the “Original
Schedules™), the Debtors have filed several amendments to the Original Schedules. On November 22, 2002, the
Original Debtors filed their first amendment to the Original Schedules (Docket No. 1107) (the “First Amended
Schedules™). The last date for filing proofs of claim in respect of claims for the first time scheduled as contingent,
unliquidated or disputed on the First Amended Schedules was December 27, 2002 (the “First Amended Bar Date”).
On December 11, 2002, the Original Debtors filed their second amendment to the Original Schedules (Docket No.
1146) (the “Second Amended Schedules”). The last date for filing proofs of claim in respect of claims for the first
time scheduled as contingent, unliquidated or disputed on the Second Amended Schedules was January 13, 2003
(the “Second Amended Bar Date”). On August 24 and 25, 2003, the Original Debtors filed the third amendments to
their Original Schedules (Docket Nos. 1886-2006_and 2186) (the “Third Amended Schedules”). The last date for
filing proofs of claim in respect of claims scheduled as contingent, unliquidated or disputed on the Third Amended
Schedules is October 6, 2003 (the “Third Amended Bar Date”). Finally, on June 22, 2003, the New Debtors filed
schedules (the “New Debtor Schedules™). August 18, 2003 was the New Debtors Bar Date_and December S, 2003
is th Debtor rnment Bar Date, as defined in th Debtors Bar Date Order.

hart describing the various bar dates follows;

Description of Bar Date Applicable Bar D

General Bar Date August 9, 2002
Government Bar Date September 30, 2002
Bank of America Bar Date September 30, 2002
Employee Bar Date November 15, 2002
First Amen Bar D December 27, 2002
IRS Bar Date December 31, 2002
Second Amended Bar Date January 13, 2003
Covanta Concerts Bar Date June 27, 2003
Convertible Debentures Bar Date June 27, 2003
New Debtors Bar Date August 18, 2003
Third Amended Bar D October 6, 2003

D r rnment Bar D December 5, 2

In total, approximately 4;4574,500 proofs of claim in the aggregate amount of approximately $3213 billion
were filed. The Debtors believe that many of the proofs of claim are invalid, duplicative, untimely, inaccurate or
otherwise objectionable. The Debtors are in the process of reviewing such claims, and have filed or are preparing
omnibus objections to many of the proofs of claim. Pursuant to the General Bar Date Order, and consistent with 11
U.S.C. § 502(b)(9), any proofs of claim filed after the applicable bar date shall be disallowed as untimely unless and
until such proofs of claim are deemed timely filed by the Court after notice and hearing.
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FIRST AMENDED DISCLOSURE STATEMENT WITH RESPECT TO

REORGANIZING DEBTORS’ JOINT PLAN OF REORGANIZATION ’
OI REORGANIZATION, ANDLIQUIBATING DERTORS: JOINT PLAN OF LIQUIDATION
UNDER CHAPTER 11 OF A ER :

DE—BIORSAN—DJ)EBSFOR&NPOSSESS}ON HE BASKR!]PT! 'Y COD

L. INTRODUCTION

The Debtors submit this Disclosure Statement pursuant to section 1125 of the Bankruptcy Code, for use in
the solicitation of votes on the Reorganization Plan and the Liquidation Plan which were filed with the Court on
September 8,28, 2003, copies of which are attached hereto as ExhibitExhibits A and Exhibit BC, respectively.
Please note that all Claims of non-insider creditors under the Heber R I anlzatl n Plan are Unimpair

This Disclosure Statement sets forth certain information regarding the Debtors’ prepetition history,
significant events that have occurred during the Chapter 11 Cases, and the anticipated organization, operations and
financing of the Reorganizing Debtors and the Heber Debtors and the planned liquidation of the Liquidating
Debtors. This Disclosure Statement also describes the terms and provisions of the Plans, including certain
alternatives to the Plans, certain effects of confirmation of the Plans, certain risk factors associated with securities to
be issued under the Plans, and the manner in which distributions will be made under the Plans. In addition, this
Disclosure Statement discusses the confirmation process and the voting procedures that holders of Claims must
follow for their votes to be counted.

FOR A DESCRIPTION OF THE PLANS AND VARIOUS RISKS AND OTHER FACTORS
PERTAINING TO THE PLANS AS THEY RELATE TO HOLDERS OF CLAIMS AND EQUITY INTERESTS ,
PLEASE SEE SECTION VII (SUMMARY OF THE PLANS) AND SECTION VIII (CERTAIN RISKS TO BE
CONSIDERED).

THIS DISCLOSURE STATEMENT CONTAINS SUMMARIES OF CERTAIN PROVISIONS OF THE
PLANS, CERTAIN STATUTORY PROVISIONS, CERTAIN DOCUMENTS RELATED TO THE PLANS,
CERTAIN EVENTS IN THE CHAPTER 11 CASES, AND CERTAIN FINANCIAL INFORMATION.
ALTHOUGH THE DEBTORS BELIEVE THAT SUCH SUMMARIES ARE FAIR AND ACCURATE, SUCH
SUMMARIES ARE QUALIFIED TO THE EXTENT THAT THEY DO NOT SET FORTH THE ENTIRE TEXT
OF SUCH DOCUMENTS OR STATUTORY PROVISIONS. FACTUAL INFORMATION CONTAINED IN
THIS DISCLOSURE STATEMENT HAS BEEN PROVIDED BY THE DEBTORS’ MANAGEMENT EXCEPT
WHERE OTHERWISE SPECIFICALLY NOTED. THE DEBTORS DO NOT WARRANT OR REPRESENT
THAT THE INFORMATION CONTAINED HEREIN, INCLUDING THE FINANCIAL INFORMATION, IS
WITHOUT ANY MATERIAL INACCURACY OR OMISSION.

II. BANKRUPTCY PLAN VOTING INSTRUCTIONS AND PROCEDURES

A. B-Notice to Holders of Claims

This Disclosure Statement is being transmitted to certain holders of Claims for the purpose of soliciting
votes on the Reorganization Plan and the-Liquidation Plan and to others for informational purposes. The purpose of
this Disclosure Statement is to provide adequate information to enable the holder of a Claim to make a reasonably



informed decision with a-prior to exercising the right to

vote to accept or reject elther e#s&eh%ﬂs;hg Rggrggngglgn Plgn gr ;hg ng;! ggggn Plgns Th1§ D1§g osure

are Unimpair the H rR I anlzatl n Plan.

By order entered on October [ ], 2003,2003 (Docket No. | 1) (the “Disclosure Statement Order”), the

Court approved this Disclosure Statement as containing information of a kind and in sufficient and adequate detail to
enable holders of Claims that are entitled to vote on the Reorganization Plan and/or the Liquidation Plan to make an
informed judgment with respect to acceptance or rejection of each respeetivesuch Plan. THE COURT’S
APPROVAL OF THIS DISCLOSURE STATEMENT DOES NOT CONSTITUTE EITHER A GUARANTY OF
THE ACCURACY OR COMPLETENESS OF THE INFORMATION CONTAINED HEREIN OR AN
ENDORSEMENT OF EFFHERANY PLAN BY THE COURT.

ALL HOLDERS OF CLAIMS ARE ENCOURAGED TO READ THIS DISCLOSURE STATEMENT
AND ITS APPENDICES CAREFULLY AND IN THEIR ENTIRETY, AND IF NECESSARY CONSULT WITH
COUNSEL, BEFORE DECIDING TO VOTE EITHER TO ACCEPT OR TO REJECT THE REORGANIZATION
PLAN OR THE LIQUIDATION PLAN. This Disclosure Statement contains important information about the
ReerganizationPlan-and-the LiquidationPlanPlans, considerations pertinent to acceptance or rejection of each Plan

and developments concerning the Chapter 11 Cases.

THIS DISCLOSURE STATEMENT AND THE OTHER MATERIALS INCLUDED IN THE
SOLICITATION PACKAGE ARE THE ONLY DOCUMENTS AUTHORIZED BY THE COURT TO BE USED
IN CONNECTION WITH THE SOLICITATION OF VOTES ON THE REORGANIZATION PLAN AND THE
LIQUIDATION PLAN. No solicitation of votes may be made except after distribution of this Disclosure Statement
and no person has been authorized to distribute any information concerning the Debtors or the Plans other than the
information contained herein.

CERTAIN OF THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT IS BY ITS
NATURE FORWARD-LOOKING AND CONTAINS ESTIMATES, ASSUMPTIONS AND PROJECTIONS
THAT MAY BE MATERIALLY DIFFERENT FROM ACTUAL, FUTURE RESULTS. Except with respect to the
Projections set forth in Exhibit-C2Exhibits D, E and F attached hereto and except as otherwise specifically and
expressly stated herein, this Disclosure Statement does not reflect any events that may occur subsequent to the date
hereof and that may have a material impact on the information contained in this Disclosure Statement. The Debtors
do not intend to update the Projections forsubsequent to the purposeshereefdate of this Disclosure Statement;
thus, the Projections will not reflect the impact of any subsequent events not already accounted for in the
assumptions underlying the Projections. Further, the Debtors do not anticipate that any amendments or supplements
to this Disclosure Statement will be distributed to reflect such occurrences. Accordingly, the delivery of this
Disclosure Statement does not under any circumstance imply that the information herein is correct or complete as of
any time subsequent to the date hereof.

EXCEPT WHERE SPECIFICALLY NOTED, THE FINANCIAL INFORMATION CONTAINED
HEREIN HAS NOT BEEN AUDITED BY A CERTIFIED PUBLIC ACCOUNTANT AND HAS NOT BEEN
PREPARED IN ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

B. €-Voting Record Date

The record date for determining which holders of Claims are entitled to vote on the PlansReorganization

Plan and the Liquidation Plan is fSeptember 2729, 20031 (the “Votmg Record Date™). _There is no record date

ith r t to the Heber Reorganization Plan because no hol f Claims against or Equity Interests in th
Heber Debtors are entitled to vote on the Heber R ranizatinPlan




C. D-Solicitation Package

Acecompanying-thisThis Disclosure Statement arechas been prepared with, among other things, copies of

(l) the Reorgan1zat1on Plan (Exh1b1t A) (2) the I:}qmel&&eﬂ eber Rggrganlzatlgn Plan (Exhibit B); (3) the
; (5) Pro- Forma Historical

Financial Information (Exhibit C1E); (46) th%llrejeetrens rojected CPIH Financial Information (Exhibit €2F);
(57) the Reorganization Valuation Analysis of the Reorganizing Debtors and-Heber Debtors(the “Reorganization
Valuation Analysis™) (Exhibit BG); (68) the Liquidation Valuation Analysis of the Liguidating-Debtors (Exhibit
Ethe “Liquidation Valuation Analysis”); (7Exhibit H); (9) Recovery Analysis (Exhibit I); (10) selected
historical financial data for the Company (Exhibit-Fthe “Historical Financial Results”): (SExhibit J); (11) List of

Debtors and Debtors In Possession (Exhibit K); (12) the notice of, among other things, the time for submitting

Ballots to accept or reject the Reorganization Plan or the Liquidation Plan, the date, time and place of the
he&rmghggrmgg to cons1der the conﬁrmatlon of the Plans and related matters_(with rgggggt to thg Hgt_zg

g;;lgatlgn Plang thg “Plang g;gnﬁrmatlgn Hgarlng”; : “Plans Confirmation Hearing”), and the t1me for ﬁhng ob]ectlons to the conﬁrrnatlon of
the Plans (the “Confirmation Hearing Notice™); and (910) if you are entitled to vote, one or more Ballots (and return

envelopes, without postage,) to be used by you in voting to accept or to reject the Reorganization Plan or the
Liquidation Plan.

Depending on the Class to which you belong under eitherthe_Reorganization Plan, the Heber
Reorganization Plan or the Liquidation Plan, you s#Hmay receive this Disclosure Statement (along with the

respective Plan and, as applicable, certain of the exhibits hereto described above) or a shorter version of this
Disclosure Statement eemprising-ofthat has been approved by the section-herein-entitted“Summary-ofthe

ReerganizationPlan-and-the Liquidation Plan”enpagesitoxxxitiCourt (the “Short-Form Disclosure Statement”).
Holders of Claims or_Equity Interests in Classes 1, 3 (including Subclasses 3A and 3B), 4, 5:-6, 7-8 and 12 under

the Reorganization Plan-and, holders of Claims orlnterest&m%lasse&k Equi tg Interests in g; ggggg 1 and 3
(including Subclasses 3A and 3B) and-7under the Liquidation Plan and hol f Claim Inter

Classes 1, 2H, 3H and 7 under the Heber Reorganization Plan will receive this Disclosure Statement (along with

the respective Plan and, if entitled to vote, respective Ballots). Holders of Claims or_Equity Interests in Classes 2,
2H:-10 and 13 of the Reorganization Plan and holders of Claims in Cla f the Liquidation Plan will receive
the Short-Form Disclosure Statement (along with the Reerganizationrespective Plan). In addition, all parties in the
Debtors’ most recent notice list filed with the Court will receive this Disclosure Statement (along with the Plans and
certain exhibits). Holders of Claims or Equity Interests in Classes 959 and 11 and+4-under_both the Reorganization

Plan and-Classes-9-andH-under the Liquidation Plan and holders of Claims or Equity Interests in Classes 8, 9
and 14 under the Heber Reorganization Plan will not receive either this Disclosure Statement or the Short-Form

Disclosure Statement (or any exhibits thereto, including the Plans).

: ¢ eme e Confirmation Hearing
Notice wrll be sent to all known holders of Clarms against orgn_rtg Interests in the Debtors’ estates as of the
Voting Record Date, as well as to all parties in the Debtors’ most recent notice list filed with the Court.

D. E=General Voting Procedures, Ballots, and Voting Deadline

After-earefully reviewing the If you are entitled to vote on the Reorganization Plan-and-the_or the

quuldatron&nww Plan, this Disclosure Statement, and (fyeou-are-entitled
to-vote)-the detailedyoting instructions accompanying your Ballot, please indicate your acceptance or rejection of

aeither the Reorganization Plan_or the Liquidation Plan licable, by checking the appropriate box on the
enclosed Ballot. Please complete and sign your original Ballot (copies will not be accepted) and return it in the
envelope provided. You must provide all of the information requested by the appropriate Ballot(s). Failure to do so
may result in the disqualification of your vote on such Ballot(s). The description of the voting procedures contained

3



in this Disclosure Statement represents a summary of the voting procedures approved by the Court—Each-entity

entitled-to-vote should referto_and is qualified in its entirety by the detailedCourt-approved voting instructions
accompanying yeureach Ballot.

Each Ballot has been coded to reflect the Class of Claims or_Equity Interests it represents. Accordingly, in
voting to accept or reject the Reorganization Plan and/or the Liquidation Plan, you must use only the coded Ballot(s)
sent to you with this Disclosure Statement.

IN ORDER FOR YOUR VOTE WITH RESPECT TO THE REORGANIZATION PLAN OR THE
TO BE COUNTED, YOUR BALLOT MUST BE PROPERLY COMPLETED AS SET

FORTH ABOVE AND IN ACCORDANCE WITH THE VOTING INSTRUCTIONS ON THE BALLOT AND
ACTUALLY RECEIVED NO LATER THAN {NOVEMBER 18, 2003 AT 4:00 P.M.} (PREVAILING EASTERN
TIME) (THE “VOTING DEADLINE”) BY BANKRUPTCY SERVICES, LLC, 757 THIRD AVENUE, THIRD
FLOOR, NEW YORK, NEW YORK 10017. BALLOTS RECEIVED AFTER SUCH TIME WILL NOT BE
COUNTED, EXCEPT AS OTHERWISE PERMITTED BY ORDER OF THE COURT. BALLOTS SHOULD
NOT BE DELIVERED DIRECTLY TO THE DEBTORS, THE COURT, THE CREDITORS COMMITTEE OR
COUNSEL TO THE DEBTORS OR THE CREDITORS COMMITTEE.

E. E-Special Voting Procedures for the Prepetition Lenders

The votes of the Prepetition Lenders are being solicited directly from each Prepetition Lender, not from the
Agent Banks on behalf of the Prepetition Lenders. Accordingly, Prepetition Lenders must submit their own Ballots.
The Agent Banks will not vote on behalf of the Prepetition Lenders.

E. G=Special Voting Procedures for the 9.25% Debenture Holders

r ti r1t1 for their own a nt or hol h riti for oth r the “9.2 50 Beneﬁc1al
Noteholders-Qwners” ith r t to the 9.25% Debentures held thr as nomin
as registere : he Balloting Agent will distri e to D .u articipa 0

te&)——Any beneficial 9.25% Debenture Holder who holds 9.25% Debentures in its own name as of the
Voting Record Date should vote on the PlansReorganization Plan or Liquidation Plan by completing and signing
the enclosed Ballot and returning it directly to Bankruptcy Services, LLC, at the address set forth in Section II.H
herein so that it is RECEIVED on or before the Voting Deadline.

b)——Any-benefieial

Holders of 9.25% Debeﬂmf%He}der—whe—he%d%%rDebentures m—a—s&eet—ﬁam%shfeﬂgh—a—ﬁefmﬂe%s
ofthe tene Teennd Do should seoteonthe Bl




G. H-Voting Procedures for Unknown Holders

With respect to all holders of impaired Claims against and impaired Equity Interests in the Debtors’ estates
who are entitled to vote on either the Reorganization Plan or the Liquidation Plan, but that cannot be identified or
located by the Debtors, the Debtors will post copies of this Disclosure Statement, the Short-Form Disclosure
Statement, the ReerganizationPlanConfirmation Hearing Notice and the LiguidationPlanPlans on Covanta’s
website at www.covantaenergy.com (Corporate Restructuring), and will publish notice of the Heber Confirmation
Hearing and the Plans Confirmation Hearing in the WALL STREET JOURNAL (National Edition) and USA TODAY
(National Edition), once no later than 15 business days after entry of the erderappreving-this-Disclosure Statement
and-the-Shert-Form Diselosure-StatementOrder. HYpenWith respect to holders entitled to vote either under the
Reorganization Plan or the Liquidation Plan, upon being contacted by holders who previously could not be

identified or located, the Debtors will promptly provide each such holder with copies of either this Disclosure
Statement or the Short-Form Disclosure Statement (and relevant exhibits thereto), as appropriate, after such holder
has adequately evidenced its Claim against or Equity Interest in the Debtors’ estates.

H. F-Questions About Voting Procedures

If (1) you have any questions about (a) the procedure for voting your Claim or Equity Interest, (b) the
packet of materials that you have received, or (c) the amount of your Claim or Equity Interest or (2) you wish to
obtain, at your own expense, unless otherwise specifically required by Federal Rule of Bankruptcy Procedure
3017(d), an additional copy of the Reorganization Plan, the Liquidation_Plan, the Heber Reorganization Plan, this
Disclosure Statement, the Short-Form Disclosure Statement or any appendices or exhibits to such documents please
contact:



Bankruptcy Services, LLC
757 Third Ave, Third Floor
New York, NY 10017
Telephone: 646-282-2500
Facsimile: 646-282-2501

NO INQUIRIES CONCERNING VOTING PROCEDURES SHOULD BE DIRECTED TO COUNSEL
TO THE DEBTORS, THE UNITED STATES TRUSTEE, THE AGENTS TO THE PREPETITION LENDERS
AND DIP LENDERS, THE INFORMAL COMMITTEE OEFHEHOEDERS-OFTHE925% DEBENTURES-OR
THE CREDITORS COMMITTEE.

FOR FURTHER INFORMATION AND INSTRUCTION ON VOTING TO ACCEPT OR REJECT THE
REORGANIZATION AND/OR LIQUIDATION PLAN, SEE SECTION {XIII} (VOTING REQUIREMENTS).

L J-Tabulation of Votes and Voting Objection Procedures for-Voting-Objections

Any-ebjeetionsYotes on the Reorganization Plan and the Liquidation Plan will be counted in
accordance with either (i) the Debtors’ schedules (as amended) with respect to Claims ferpurpesesas to which
g Qrggfg of Vetmg—te—aeeept—er—rejeet—th%l%&ns—must—beclalm haye bee ﬁledeﬁ gr !11! a Qrggf gf glalm filed in

an th rD tr llt1 ly, « lalm t1” hall ‘ nt 1na ran ithth treatm n
w or as otherwise provided by the Court. If such an objection is timely filed, the
Ballot for the holder of such Elaim-willnetproof of claim shall be counted in accordance with Federal Rule-of

BankrupteyProcedure-3048(a)_Claims Objection, unless temporarily allowed in a different manner by the Court
fepvetmgpurpeses after notice and hearing. {ntheevemhakanebjeeuer%eekeeﬂ%%btorshayeseheduled

Any party seeking temporary allowance of a Claim fi in r in a manner different than as zere;
stated 1nth%Sehede&es—&nd—ﬂ&%a£feeted—ered&eH9eheve&th&H%shetﬂdJLL§

disputed—unliquidated-or-contingentstated
Objection §ha be entitledr M to—veteeﬁ—a—P}&a—then—sueheredﬁanws%seweefkth%Debters—&nd ﬁle with the

with eV1dence in support thereof eeki e i ptCy
“ ”) on or before {November 4—&&2 2003} at 4 00 p m. (Preva111ng Eastern Tlme) (the

3018(a) (“Rule 3018(a) Motion™)
“Rule 301 8( a) Motion Deadllne”) Wrth—regard—tem, any Hmeky—Rui%O%&hﬂld&LQﬂa)—Meﬂea_CJmm

Sc edu es who wishes to _vote on a Plan must file a respenseRule

3018(a) gtlgn gn or prior to the Rule 3018(a) Motion Deadline. A hearing regardingtimelyfiled-Rule 3018(a)
Met}en%rﬁany—ywﬂ Qtlon must be heldse&_d on {NevembeHQ%@O%}&t%@Opa%{prevaﬂngastemtme}t_e

AR K=Confirmation HearingHearings and DeadlineDeadlines for Objections to Confirmation

Pursuant to section 1 128 of the Bankruptcy Code and Federal Rule of Bankruptcy Procedure 3017(c) the
Court has scheduled he(i

M}MM Conﬁrrnatlon Hearlng for December 3, %(—)93—291)_3 at 2 00 p.m.

(prevaitingPrevailing Eastern Hmehmﬁ)wg% before the Honorable
Cornelius Blackshear, United States Bankruptcy Judge, at the United States Bankruptcy Court for the Southern

District of New York, Alexander Hamilton Custom House, One Bowling Green, New York, NY 10004-1468(the
“1408. The Heber Confirmation Hearing”)}—¥Fhe_and the Plans Confirmation Hearing may be adjourned from time
to time by the Court without prior notice except for the announcement of the adjournment date made at the
conﬁrmailon hearlng or at any subsequently ad]ourned hearmg The Debtors glll Qggg a notice of any

Rggtr!;gt!;rlng!5 Thg Court has ehfeetedestabllshed that the dlscovery cut—off date relatlng to conﬁrmatlon of the
Plans-will-be [Heber Reorganization Plan i at4: m. (Prevailing Eastern Time) and that



November 12 %993 2003, at 4 00 p m. (pfevaﬂmgPrgxalhng Eastern Hme_e)} gthg “Heber g;gnﬁrmatlgn
Objection Deadline”) by the parties listed below; and that(ii) objections, if any, to confirmation of either the
Reorganization Plan_or Liquidation Plan must be filed with the Slerkefthe-Court and served so that they are
RECEIVED on or before {November 18, 2003, at 4 00 p m. } (pf%ihﬂg%mg Eastern HmeIlmﬁ) (the “Plans
Confirmation Objection Deadline”) by he ed be :

pa :
Counsel for the Debtors

Cleary, Gottlieb, Steen & Hamilton

One Liberty Plaza

New York, New York 10006

Attn: Deborah M. Buell, Esq.
James L. Bromley, Esq.

and

Jenner & Block, LLC

One IBM Plaza

Chicago, IL 60611-7603

Attn: Vincent E. Lazar, Esq.
Christine L. Childers, Esq.

Office of the United States Trustee

Office of the United States Trustee
US Department of Justice
Southern District of New York

33 Whitehall Street, 21st Floor
New York, NY 10004

Attn: Brian Masumoto, Esq.

Counsel to the Agents of the Debtors’ prepetition and DIP lenders

O’Melveny & Myers LLP

30 Rockefeller Plaza

New York, NY 10112

Attn: Sandeep Qusba, Esq.

Counsel to the Trustee for the holders of the 9.25% Debentures
Dorsey & Whitney LLP
50 South Sixth Street

Minneapolis, MN 55402-1498
Attn: Christopher Lenhart, Esq.

Counsel for the Informal Committee-ofthe-hotders-of-the- 9-25% Debentures



Akin Gump Strauss Hauer & Feld, L.L.P.
590 Madison Avenue

New York, NY 10022

Attn: Fred S. Hodara, Esq.

Counsel for the OfficieiCreditors Committee-of Useenred-Creditors

Arnold & Porter

399 Park Avenue

New York, New York 10022

Attn: Daniel M. Lewis, Esq.
Michael J. Canning, Esq.

Responses or objections, if any, to confirmation of any of the Plans: (a) shall be in writing; (b) shall state
the name and address of the objector and its interest in the Debtors; (c) shall state, if appropriate, the amount and
nature of the objector’s Claim or Equity Interest; (d) shall state the grounds for the responses or objections and the
legal basis therefor; (e) shall reference with specificity the text of the Plan(s) to which the responses or objections
are made, and (f) shall provide proposed language changes or insertions to the Plan(s) to resolve the responses or
objections.

If a response or objection to the confirmation of the Plan(s) is not timely filed and served before the
applicable Confirmation Objection Deadline, the responding or objecting party shall be barred from objecting to
confirmation of the Plansapplicable Plan(s) and be precluded from being heard at either the_applicable
Confirmation Hearing._Mor: r, with r tt jections to th re Amounts in the Heber Reorganization

'gllilj' ll i C i ime eceive C C C C

K. E=-Additional Copies of Disclosure Statement, Short-Form Disclosure Statement and Plans

Additional copies of the Disclosure Statement, the Short-Form Disclosure Statement and the Plans may be
obtained from the Debtors’ website at http://www.covantaenergy.com (Corporate Restructuring).

II1. HISTORY OF THE DEBTORS’ BUSINESS OPERATIONS
A. Overview of Business Operations
L +——Description of Principal Business Units

Covanta is a holding company whose Subsidiaries, among other activities, develop, construct, own and
operate key infrastructure for the conversion of waste-to-energy (“WTE”), independent power production_(“IPP”)
and the treatment of water and wastewater_(“Water”) in the United States and abroad. The Company’s power
generation facilities use a variety of fuels, including municipal solid waste, water (hydroelectric), natural gas, coal,
geothermal fluid, wood waste, landfill gas, heavy fuel oil and diesel fuel.



Prior to September 1999, the Company conducted its business through operating groups in three principal
business units: Energy, Entertainment and Aviation. In September 1999, the Company adopted a plan to
discontinue its Entertainment and Aviation operations, pursue the sale or other disposition of these businesses, pay
down corporate debt and concentrate on businesses previously conducted through its Covanta Energy Group, Inc.
(f/k/a Ogden Energy Group, Inc.) subsidiary. As of the date hereof, the Company’s plan to sell discontinued
businesses has been largely completed, apart from the disposition of businesses associated with the Arrowhead Pond

of Anahetmarenain-AnaheimCalifornia (“Arrewhead Pond™). Arrowhead Pond will be dealt with pursuant to the

terms of the Liquidation Plan.

Currently, the Company’s principal business units are Domestic Energy and Water, International Energy
and Other.

(a) Domestic Energy and Water Business

The Company’s domestic business is composed of the design, construction and long-term operation of key

infrastructure for municipalities and others in waste-to-energy-independentpowerproductionWTE, IPP and water
and-waste-waterWater.

(1) Waste-to-Energy Projects

The Company’s largest operations are in waste-to-energy-(~WTE?) projects, and it currently operates 26
WTE projects, the majority of which were developed and structured contractually as part of competitive
procurements conducted by municipal entities. The waste-to-erergyWTE plants combust municipal solid waste as a
means of environmentally sound disposal and produce energy that is typically sold as electricity to utilities and other
electricity purchasers. The Company processes approximately five percent of the municipal solid waste produced in
the United States and therefore represents a vital part of the nation’s solid waste disposal industry.

The essential purpose of the Company'’s WTE projects is to provide waste disposal services, typically to
municipal clients who sponsored the projects (“Client Communities”). Generally, waste-to-energyWTE projects
provide these services pursuant to long term service contracts (“Service Agreements™). The electricity or steam is
sold pursuant to long-term power purchase agreements (“PPAs”) with local utilities or industrial customers, with
one exception, and most of the resulting revenues reduce the overall cost of waste disposal services to the Client
Communities. Each Service Agreement is different to reflect the specific needs and concerns of the Client
Community, applicable regulatory requirements and other factors. The terms of the Service Agreements are each 20
or more years, with the majority now in the second half of the applicable term.

Financing for the Company’s domestic WTE projects is generally accomplished through tax-exempt and
taxable revenue bonds issued by or on behalf of the Client Community. If the facility is owned by a Covanta
subsidiary, the Client Community loans the bond proceeds to the subsidiary to pay for facility construction and pays
to the subsidiary amounts necessary to pay debt service. For such facilities, project-related debt is included as
“project debt (short and long term)” in the Company’s consolidated financial statements. Generally, such debt is
secured by the revenues pledged under the respective indentures and is collateralized by the assets of Covanta’s
subsidiary and with the only recourse to Covanta being related to construction and operating performance defaults.

The domestic market for the Company’s WTE services has largely matured and is heavily regulated. Other
than expansion opportunities for existing projects in connection with which the Company’s municipal clients have
encountered significantly increased waste volumes without corresponding competitively-priced landfill availability,
new opportunities for domestic projects are expected to be scarce for the foreseeable future.

(2) Water and Wastewater Projects

The Company’s water-and-wastewater{~Water™>) operations, composed of desalinization, wastewater
treatment and purification plants, are its newest business. The Water operations are conducted through wholly-
owned subsidiaries which design, construct, maintain, and operate Water treatment facilities and distribution and
collection networks for municipalities in the United States.



Currently, the Company operates and maintains eight Water facilities in New York, has designed and built
and now operates and maintains a water treatment facility and associated transmission and pumping equipment in
Alabama and is completing a desalinization project on behalf of the Tampa Bay Water Authority in Florida.

(3) Independent Power Projects

Since 1989, the Company has been engaged in developing, owning and/or operating twenty independent
pewerproduetion(IPP?) facilities utilizing a variety of energy sources including water (hydroelectric), natural gas,
coal, geothermal fluid, landfill gas, heavy fuel oil and diesel fuel. The electrical output from each facility, with one
exception, is sold to local utilities. The Company’s revenue from the IPP facilities is derived primarily from the sale
of energy and capacity. The Heber Debtors’ businesses are in connection with the ownership and operation of the
Geothermal Projects, which are IPP facilities that convert geothermal fluid into energy. For further discussion of the
Heber Debtors’ IPP facilities, see Section II1.A.2-herein-2.

The regulatory framework for selling power to utilities from independent power facilities (including waste-
to-energyWTE facilities) after current contracts expire is in flux, given the energy crisis in California in 2000-2001
and the over-capacity of generation at the present time. Various states and Congress are considering a wide variety
of changes to regulatory frameworks, but none has been established definitively at present.

(b) International Energy Business

As with its domestic business, the Company conducts its international energy businesses through wholly-
owned subsidiaries. Internationally, the largest element of the Company’s energy business is its 26.25% ownership
in, and operation of the 470 MW (net) pulverized coal-fired electrical generating facility in Quezon Province,
Fhethe Philippines. The Company has interests in other fossil-fuel generating projects in Asia, a waste-to-
energyWTE project in Italy and two small hydroelectric projects in Costa Rica. In general, these projects provide
returns primarily from equity distributions and, to a lesser extent, operating fees. The projects sell the electricity and
steam they generate under long-term contracts or market concessions to utilities, governmental agencies providing
power distribution, creditworthy industrial users, or local governmental units. In select cases, such sales of
electricity and steam may be provided under short-term arrangements as well. Similarly, the Company seeks to
obtain long-term contracts for fuel supply from reliable sources.

The ownership and operation of facilities in foreign countries entails significant political and financial
uncertainties and other structuring issues that typically are not involved in such activities in the United States. Key
international risk factors include government-sponsored efforts to renegotiate contracts, unexpected changes in
electricity tariffs, conditions in financial markets, currency exchange rates, currency repatriation restrictions,
currency convertibility, changes in laws and regulations and political, economic or military instability, civil unrest
and expropriation. Such risks have the potential to cause substantial delays or material impairment to the value of
the project being developed or business being operated.

(c) Other Businesses

On December 31, 2001, the Company sold the major portion of its aviation fueling business. The sale
included all of the Company’s aviation fueling operations at 19 airports in the United States, Canada and Panama.
On March 28, 2002, the Company sold its interests in a power plant and an operating and maintenance contractor
based in Thailand. Since the Initial Petition Date, the Debtors, with the approval of the Court, have sold or
otherwise disposed of its interests in the Argentine Assets, its interests in the Corel Centre and the Team, the
remaining aviation fueling and fuel facility management business related to three airports operated by the Port
Authority of New York and New Jersey (the “Aviation Fueling Assets”), and other miscellaneous assets related to
the entertainment businesses. To date, the Company still holds entertainment assets relating to the businesses
associated with the Arrowhead Pond.
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2. Description of Geothermal Business

Certain Reorganizing Debtors and Heber Debtors are in the business, either directly or indirectly, of
owning and/or operating Geothermal Projects, each of which extracts and converts geothermal fluids into energy in
Southern California. Such Debtors and Geothermal Projects include:

. SIGC Parties: Covanta Energy Americas, Inc. (the “SIGC Seller””) owns equity interests
(collectively, the “SIGC Interests”) in Covanta SIGC Energy, Inc. (“SIGC Energy 1”) and Covanta SIGC
Energy 11, Inc. (“SIGC Energy II”), which entities, in turn, collectively own all equity interests in Heber
AMOR 14 Corporation (“AMOR,” and with SIGC Energy I and SIGC Energy II, the “Heber Debtor
Holding Companies”) and all the partnership interests in Second Imperial Geothermal Company, L.P. (the
“SIGC Project Company”);”® The SIGC Project Company is the sole lessee of a nominal 48-megawatt
geothermal electric power plant (the “SIGC Project”), which is operated by Covanta SIGC Geothermal
Operations, Inc. (the “SIGC Operator”). The output of the facility is sold under a long term PPA with the
Southern California Edison Company (“SCE”).

. HGC Parties: Heber Loan Partners (the “HGC One Seller”), ERC Energy, Inc. (the
“HGC Two Seller”) and ERC Energy 11, Inc. (the “HGC Three Seller,” and collectively, the “HGC
Sellers”) own partnership interests (collectively, the “HGC Interests”) in Heber Geothermal Company (the
“HGC Project Company”). The HGC Project Company owns a nominal 52-megawatt geothermal electric
power plant (the “HGC Project”), which is operated by the Covanta Imperial Power Service, Inc. (the
“HGC Operator”). The output of the HGC Project is sold under a long term PPA with the-SCE.

. HFC Parties: Covanta Heber Field Energy, Inc. (“HFC One Seller”) and Heber Field

Energy 11, Inc. (“HFC Two Seller,” and with the SIGC Seller, the HGC Sellers and HFC One Seller, the
“Heber Sellers”) own partnership interests (collectively, the “HFC Interests”) in Heber Field Company (the
“HFC Project Company,” and together with SIGC Project Company and HGC Project Company, the
“Heber Debtor Project Companies™”). The HFC Project Company owns a geothermal fluid facility (the
“HFC Project”), which is operated by Covanta Geothermal Operations, Inc. (the “HFC Operator,” and with
the SIGC Operator and HGC Operator, the “Debtor Operators™). The HFC Project is adjacent to and
supplies geothermal fluid to both HGC and SIGC Projects in connection with their respective facilities.
HFC Project Company is the lessee efund_er more than 200 royath{yLleases—threh—makeup _giving the HFC

: as the Heber Known
Geothermal Resource Area HFC PI‘O_]eCt Company S rlghts in the leases and the geothermal leases
themselves are valid so long as geothermal brine is produced. A royalty is paid to the geothermal feasefluid
lessors each month.

In addition, Covanta Power Pacific, Inc., a non-debtor affiliate (“CPPI”), owns equity interests
(collectively, the “MP Interests”) in non-debtor affiliates Pacific Geothermal Company and Mammoth Geothermal
Company, which entities, in turn, collectively own 50% of the partnership interests in Mammoth Pacific, L.P. (the
“MP Project Company,” and together with the Heber Debtor Project Companies, the “Project Companies™). The
MP Project Company owns a nominal 40-megawatt geothermal electric power plant, comprised of three plants (the
“MPLP Facilities”). The MPLP Facilities are located on the eastern slopes of the Sierra Nevada Mountains at Casa
Diablo Hot Springs in California. The MPLP Facilities have contractual rights to the geothermal fluid resource for a
term not less than the term of the PPAs. All three MPLP Facilities sell energy and capacity to SCE under long term
PPAs and have recently entered into PPA amendments calling for a five-year fixed-price for the energy sold.
Covanta Power Plant Operations, also a non-Debtor subsidiary, provides management services to MPLP on a cost-
reimbursement basis.

° SIGC Energy I indirectly owns, through its wholly-owned subsidiary AMOR, a 74.999% general
partnership interest and a 0.001% limited partnership interest in SIGC Project Company. Covanta SIGC
Energy 11, Inc. directly owns a 24.999% general partnership interest and a 0.001% limited partnership
interest in SIGC Project Company.
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I'he Geothermal DebtorEquityBusiness is comprised of the SIGC Interests, HGC Interests and HFC
Interests.

B. B——Other Aspects of Business Operations

+——Insurance

[P~

The Company maintains certain insurance policies essential to the continued operations of the Company.
The terms of these policies are characteristic of insurance policies typically maintained by corporate entities that are
similar in size and nature to the Company. A summary of the Company’s policies and coverage are as follows:

Commercial General Liability Insurance and Excess Liability Insurance includes coverage for third party
liability and contractual liability coverage resulting from negligence of the insured.

Property Insurance includes all-risk coverage on a replacement cost basis for physical damage to all
buildings and equipment including boilers and machinery, owned, leased or otherwise under the control of the
Company; and includes coverage for business interruption and extra expenses likely to be incurred in the event of a
property loss.

Automobile Liability Insurance is provided for all owned, non-owned and hired automobiles with coverage
for both bodily injury and property damage in compliance with the laws of the jurisdiction in which the vehicle is
licensed.

Workers’ Compensation Insurance provides coverage for all employees throughout the United States in
accordance with the laws of each state in which the Company conducts its business.

Directors and Officers Liability Insurance provides coverage for both Directors? and Officers. liability for
wrongful acts actually or allegedly caused by the 1nsured subject to standard exclusmns M@M

following ex 1rat1 n of exi tln Dlr tors an fficer Lla 111t Insuran

Political Risk Insurance provides coverage for the Company’s equity investments in certain of its
international projects.

The company also maintains crime insurance and fiduciary liability insurance on certain of its foreign
locations.

2. 2———FEnvironmental Matters

Covanta’s business activities in the United States are pervasively regulated pursuant to federal, state and
local environmental laws. Federal laws, such as the Clean Air Act and Clean Water Act, and their state
counterparts, govern discharges of pollutants to air and water. Other federal, state and local laws comprehensively
govern the generation, transportation, storage, treatment and disposal of solid and hazardous waste, and also regulate
the storage and handling of petroleum products (such laws and the regulations thereunder, “Environmental

Regulatory Laws”).

The Environmental Regulatory Laws and other federal, state and local laws, such as the Comprehensive
Environmental Response Compensation and Liability Act (“CERCLA” or “Superfund”) (collectively,
“Environmental Remediation Laws”) make Covanta potentially liable on a joint and several basis for any onsite or
offsite environmental contamination which may be associated with the Company’s activities and the activities at
sites, including landfills which the Company’s subsidiaries have owned, operated or leased or at which there has
been disposal of residue or other waste handled or processed by such subsidiaries or at which there has been disposal
of waste generated by the Company’s activities. Some state and local laws also impose liabilities for injury to
persons or property caused by site contamination. Some Service Agreements provide for indemnification of the
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operating subsidiaries from some such liabilities. In addition, other subsidiaries involved in landfill gas projects
have access rights to landfills pursuant to certain leases at landfill sites which permit the installation, operation and
maintenance of landfill gas collection systems. A portion of these landfill sites is and has been a federally-
designated “Superfund” site. Each of these leases provide for indemnification of the Company subsidiary from
some liabilities associated with these sites.

The Environmental Regulatory Laws require that many permits be obtained before the commencement of
construction and operation of waste-te-energyindependentpower WTE, IPP and svaterand-wastewater
projeetsWater, and further require that permits be maintained throughout the operating life of the facility. There
can be no assurance that all required permits will be issued or re-issued, and the process of obtaining such permits
can often cause lengthy delays, including delays caused by third-party appeals challenging permit issuance. Failure
to meet conditions of these permits or of the Environmental Regulatory Laws and the corresponding regulations can
subject an operating subsidiary to regulatory enforcement actions by the appropriate governmental unit, which could
include fines, penalties, damages or other sanctions, such as orders requiring certain remedial actions or limiting or
prohibiting operation. To date, Covanta has not incurred material penalties, been required to incur material capital
costs or additional expenses, nor been subjected to material restrictions on its operations as a result of violations of
environmental laws, regulations or permits.

3. 3——Prepetition Legal Proceedings

The following discussion regarding legal proceedings purports only to identify those legal proceedings
commenced prior to the Initial Petition Date that the Debtors, in their reasonable judgment, considered prepetition to
be material in nature, unless otherwise noted. Covanta’s Form 10-K Annual Report for the fiscal year ended
December 31, 2002, accessible on http://investors.covantaenergy.com, also contains information about these legal
proceedings.

On June 8, 2001, the ERAEnvironmental Protection Agency (the “EPA”) named Ogden Martin Systems

of Haverhill, Inc., now known as Covanta Haverhill, Inc., as one of 2,000 potentially responsible parties (“PRPs”) at
the Beede Waste Oil Superfund Site, Plaistow, New Hampshire (the “Site”) in connection with alleged waste
disposal by PRPs on the Site. The EPA alleges that the costs of response actions completed or underway at the Site
total about $17 million and estimates that the total cost of cleanup of the Site will be about $65 million. Covanta is
participating in PRP group discussions towards settlement of the EPA’s claims. Covanta’s share of liability, if any,
cannot be determined at this time as a result of uncertainties regarding the source and scope of contamination, the
large number of PRPs and the varying degrees of responsibility among various classes of PRPs. Covanta Haverhill,
Inc., is not a Debtor.

On April 9, 2001, Ogden Ground Services, Inc. (“Ogden Ground”) and Ogden Aviation, Inc., together with
approximately 250 other parties, were named by Metropolitan Dade County, Florida (the “County”) as PRPs,
pursuant to CERCLA, RCRA and state law, with respect to an environmental cleanup at the Miami Dade
International Airport. The County alleges that it has expended over $200 million in response and investigation costs
and expects to spend an additional $250 million to complete necessary response actions. The lawsuit is currently
subject to a tolling agreement between PRPs and the County. Covanta’s share of liability, if any, cannot be
determined at this time because of uncertainties regarding the source and scope of the contamination, the large
number of PRPs and the varying degrees of responsibility among various classes of PRPs. Covanta’s liability, if
any, arises from its agreement to indemnify various transferees of its divested airport operations with respect to
certain known and potential liabilities that may arise out of such operations, and in certain instances to remain liable
for certain potential liabilities that were not assumed by the transferee. Ogden Ground has been sold, and the
transferee of its businesses is subject to Covanta’s indemnification agreement. The Debtors believe that the
indemnity of Ogden Ground’s transferee, as well as any other such indemnity, are prepetition unsecured obligations.
Ogden Aviation, Inc. is a Liquidating Debtor and the above matter is expected to have no impact on the Reorganized
Company (as defined herein).

On May 25, 2000 the California Regional Water Quality Control Board, Central Valley Region (the
“Board”), issued a cleanup and abatement order to Pacific-Ultrapower Chinese Station (“Chinese Station”), a
general partnership in which one of Covanta’s subsidiaries owns 50%. The order is in connection with Chinese
Station’s neighboring property owner’s use of ash generated by Chinese Station’s Jamestown, California power
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plant. Chinese Station completed the cleanup in mid-2001 and submitted its Clean Closure Report to the Board on
November 2, 2001. The Board and other state agencies continue to investigate alleged civil and criminal violations
associated with the management of the material. Chinese Station believes it has valid defenses, and a petition for
review of the order is pending. Settlement discussions in this matter are underway. Chinese Station and Covanta’s
subsidiary that owns a partnership interest in Chinese station are not Debtors.

On January 4, 2000 and January 21, 2000, United Air Lines, Inc. (“United”) and American Airlines, Inc.
(“American”), respectively, named Ogden New York Services, Inc. (“Ogden New York™), in two separate lawsuits
filed in the Supreme Court of the State of New York, which have been consolidated for joint trial. The lawsuits seek
judgment declaring that Ogden New York is responsible for petroleum contamination at airport terminals formerly
or currently leased by United and American at New York’s Kennedy International Airport. United seeks
approximately $1.9 million in certain costs and legal expenses, as well as certain declaratory relief, against Ogden
New York and four airlines, including American. American seeks approximately $74.5 million in certain costs and
legal fees from Ogden New York and United. Covanta disputes the allegations and believes that the damages sought
are overstated in view of the airlines’ responsibility for the alleged contamination and that Covanta has defenses
under its respectlve leases and Port Authorlty perrnlts his litigati n ha n sta as to the Debt Isa

woyen New York is a L1qu1dat1ng Debtor— and as—a—res&l—t—the sueh—Deb%er—s
5 above matter is expected to have no impact on the Reorganized
Company (as defined herein).

On December 23, 1999, an aviation subsidiary of Covanta was named as a third-party defendant in an
action filed in the Superior Court of the State of New Jersey alleging that the aviation subsidiary generated
hazardous substances at a reclamation facility known as the Swope Oil and Chemical Company Site. Third-party
plaintiffs seek contribution and indemnification from the aviation subsidiary and over 90 other third parties, as
PRPs, for costs incurred and to be incurred in the cleanup. This action was stayed pending the outcome of first- and
second-party claims. The aviation subsidiary’s share of liability, if any, cannot be determined at this time because of
uncertainties regarding the source and scope of contamination, the large number of PRPs and the varying degrees of
responsibility among various classes of PRPs. This matter is expected to have no impact on the Reorganized
Company (as defined herein).

In 1985, Covanta, a Reorganizing Debtor, sold its interests in several manufacturing subsidiaries, some of
which allegedly used asbestos in their manufacturing processes, and one of which was Avondale Shipyards, now a
subsidiary of Northrop Grumman Corporation. Some of these former subsidiaries have been and continue to be
parties to asbestos-related litigation. In 2001, Covanta was named a party, with 45 other defendants, to one such
case. Before the Debtor?’s bankruptcy filing, Covanta had filed for its dismissal from the case, which is now stayed
directly against Covanta by the Chapter 11 Cases. Also, eleven proofs of claim seeking unliquidated amounts have
been filed against Covanta in the Chapter 11 Cases based on what appears to be purported asbestos-related injuries
that may relate to the operations of former Covanta subsidiaries. Covanta believes that these claims lack merit and
plans to object vigorously to such claims.

4 4————Employees,; Labor Matters, Benefit Plans
(a) Employees

As of April 1, 2002, the Company employed approximately 3,200 full-time employees worldwide, of
which approximately 2,900 were employed in the United States. As of September 1, 2003, the Company employed
approximately 2,400 full-time employees worldwide, of which approximately 2,000 were employed in the United
States. The reduction in force was generally the result of the Company’s sale of various non-core assets, as well as
the Company’s decision in September 2002, within its core energy business, to reduce the number of non-plant
personnel and close satellite development offices in order to enhance its value. As part of this reduction in force,
waste-to-energyWTE, water and domestic independent power headquarters management were combined and
numerous other structural changes were instituted to improve management efficiency.

Of the Company’s employees in the United States, approximately 20% are unionized. Currently, the
Company is a party to eight (8) collective bargaining agreements: three (3) of these agreements are scheduled to
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expire in 2004, one (1) in 2005 and one (1) in 2006. With respect to the remaining three (3) agreements, each of
which has recently expired, the Company is currently in negotiations with the applicable collective bargaining
representatives and the Company currently expects to reach agreement with each such representative to extend each
such agreement on its current or similar terms. In addition, the Company is currently negotiating with a collective
bargaining representative regarding the terms of a collective bargaining agreement with respect to certain of the
Company’s employees at the Edison Bataan Cogeneration facility in the Philippines.

located in Calif rmaf r whi hD t rThr M ntalnP r, LL ha I rmit tha not

nstruction, certain of the Debtors ha ntered int labor and a at agreements with rtaln
nions relating to th nstruction, maintenance an ratl n of that fa 111t Th mpan not inten

(b) Defined Benefit Pension Plans

(1) The Covanta Energy Pension Plan

The Debtors maintain the Covanta Energy Pension Plan (the “Pension Plan”) for certain of their employees.
The Pension Plan is a tax-qualified defined benefit pension plan covered by Title IV of ERISA, pursuant to which
benefits are payable upon a participant’s retirement from the Debtors, disability, or death. Based on the plan’s most
recent actuarial report, the Pension Plan is currently underfunded by approximately $24 million. The Debtors intend
to continue the Pension Plan after the Reorganization Effective Date and to administer and operate the Pension Plan
in accordance with its terms and the applicable provisions of ERISA and the Internal Revenue Code of 1986, as
amended (the “IRC”), including the minimum funding standards of ERISA and the IRC and to pay all insurance
premiums payable to the Pension Benefit Guaranty Corporation (the “PBGC”), a wholly-owned United States
government corporation that administers the defined benefit pension plan termination insurance program under Title
IV of ERISA. The Projections include a reasonable estimate of the cash contributions necessary for the Reorganized
Debtors to satisfy their minimum funding obligations under ERISA.

(2) The Service Employees International Union Pension Trust for Employees of Allied Plant
Maintenance Company, Inc. Defined Benefit Pension Plan

Ogden Plant Maintenance Company, Inc. (formerly known as Allied Plant Maintenance Company, Inc.), a
non-Debtor, sponsors the Service Employees International Union Pension Trust for Employees of Allied Plant
Maintenance Company, Inc. Defined Benefit Pension Plan (the “SEIU Pension Plan”) for certain of its employees
represented by the Service Employees International Union Local 22. The SEIU Pension Plan is a tax-qualified
defined benefit pension plan covered by Title IV of ERISA, pursuant to which benefits are payable upon a
participant’s retirement. No active employees of the Company currently participate in the SEIU Pension Plan. The
SEIU Pension Plan was “frozen,” effective as of July 7, 1995, and no service since that date has been recognized for
any purpose thereunder. At such time, all participants became 100% vested in their accrued benefits. The SEIU
Pension Plan is currently underfunded by approximately $560,000, based on the plan’s most recent actuarial report.

) . . .
Effective Date the SEIU Pension Plan after-the Effeetive Datewill continue to be maintained as a frozen plan and

that the Company will continue to meet theirany obligations_it currently has to such plan under ERISA and the
IRC and to the PBGC.

(c) Defined Contribution Retirement Plans
(1) The Covanta Energy Savings Plan
The Debtors maintain the Covanta Energy Savings Plan (the “Savings Plan”) for certain of their employees.
The Savings Plan is a defined contribution retirement plan intended to be qualified under Section 401 of the IRC.

Under the Savings Plan, the Debtors make pre-tax salary deferral contributions (from 1% to 20% of a participant’s
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pay for each pay period) on behalf of each participant at such participant’s election. In addition, the Debtors match
100% of a participant’s contributions up to the first 3% of such participant’s pay for the payroll period and 50% of a
participant’s contribution up to the next 2% (in excess of 3% but not more than 5%) of such participant’s pay for the
relevant payroll period. Each participant determines how his or her contributions are invested amongst the available
investment alternatives. The Debtors intend to continue the Savings Plan after the Reorganization Effective Date
and to meet their obligations with respect to the plan under ERISA and the IRC.

(2) The Resource Recovery 401 (k) Plan

The Debtors maintain the Resource Recovery 401(k) Plan (the “Resource 401(k) Plan”) for certain of their
employees. The Resource 401(k) Plan is a defined contribution retirement plan intended to be qualified under
Section 401 of the IRC. Pursuant to the Resource 401(k) Plan, the Debtors make pre-tax salary deferral
contributions (from 1% to 15% of a participant’s pay for each period) on behalf of each participant at such
participant’s election. In addition, the Debtors match 100% of a participant’s contribution up to the first 3% of such
participant’s pay for the payroll period and have discretion to make additional contributions to participants’
accounts. Each participant determines how his or her contributions are invested amongst the available investment
alternatives. Currently, both employee and employer contributions to the Resource 401(k) Plan are “frozen” and
participants are not accruing any additional benefits. The Debtors currently intend to merge the outstanding
Resource 401(k) Plan account balances into the Savings Plan and expect to have any requisite Internal Revenue
Service (the “IRS”) approval to do so in the near future.

3) The Covanta Energy Group Security Fund

The Debtors maintain the Covanta Energy Group Security Fund (the “Security Fund”) for certain of their
union employees, who are not eligible to participate in the Savings Plan, at the (i) Marion waste-teo-enereyWTE
facility in Marion County, Oregon; (ii) Hennepin waste-te-enereyWTE facility in Hennepin County, Minnesota;
(iii) Bristol swaste-to-enereyWTE facility in Bristol, Connecticut and (iv) New Martinsville, West Virginia Hydro
Facility. Currently, the Security Fund has one hundred nineteen (119) participants. The Security Fund is a defined
contribution retirement plan intended to be qualified under Section 401 of the IRC. Pursuant to the Security Fund,
the Debtors make pre-tax salary deferral contributions (from 1% to 15% of a participant’s pay for each period) on
behalf of each participant at such participant’s election. In addition, the Debtors generally contribute five cents per
hour to each participant’s account for all hours worked by such participant (in some instances, such contributions are
limited to a standard 40 hour work week). Each participant determines how his or her contributions are invested
amongst the available investment alternatives. The Debtors intend to continue the Security Fund after the
Reorganization Effective Date and to meet their obligations with respect to the plan under ERISA and the IRC.

(4) The Hennepin Money Purchase Plan

The Debtors maintain the Hennepin Money Purchase Plan (the “Hennepin Plan”) for certain eligible union
employees at the Hennepin waste-te-erergyWTE facility. Currently, the Hennepin Plan has seventy-five (75)
participants. The Hennepin Plan is a defined contribution retirement plan intended to be qualified under Section 401
of the IRC. Pursuant to the Hennepin Plan, the Debtors make annual contributions equal to an adjustable percentage
of the compensation of all participants. The Hennepin Plan does not provide for employee contributions. Each
participant determines how contributions made on his or her behalf are invested amongst the available investment
alternatives. The Debtors intend to continue the Hennepin Plan after the Reorganization Effective Date and to meet
their obligations with respect to the plan under ERISA and the IRC.

(5) The Metropolitan 401 (k) Plan
The Debtors have satisfied all outstanding obligations arising under the Metropolitan 401(k) Plan. No

benefits are currently accruing under the Metropolitan 401(k) Plan and, as a result, the plan currently has no assets.
The Debtors are in the process of formally terminating the Metropolitan 401(k) Plan.
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(6) The Resource Recovery Pension Plan

The Debtors maintain the Resource Recovery Pension Plan (the “Resource Pension Plan”) for certain
eligible employees of Ogden Resource Recovery Support Services, Inc. The Resource Pension Plan is a defined
contribution retirement plan intended to be qualified under Section 401 of the IRC. Pursuant to the Resource
Pension Plan, the Debtors make annual contributions at a rate of 3% of the compensation of all participants. The
Resource Pension Plan does not provide for employee contributions. Each participant determines how contributions
made on his or her behalf are invested amongst the available investment alternatives. The Resource Pension Plan
was amended, effective December 31, 2001, to freeze the plan and employer contributions were discontinued
accordingly at such time. Since December 31, 2001, participants have not accrued any new benefits under the
Resource Pension Plan. The Debtors currently intend to continue the Resource Pension Plan and to meet their
obligations with respect to the plan under ERISA and the IRC.

(7) The Ogden Environmental and Energy Services 401 (k) Plan

The Debtors maintain the Ogden Environmental and Energy Services 401(k) and Profit Sharing Plan (the
“Energy Services 401(k) Plan”). The Energy Services 401(k) Plan was “frozen” on November 17, 2000 and
currently, no active employees participate therein. The Debtors are currently in the process of terminating the
Energy Services 401(k) Plan and distributing outstanding participant account balances thereunder.

(d) The Supplementary Benefit Plan of Ogden Projects, Inc.

Since the 1980s, Ogden Projects, Inc. (now known as Covanta Projects, Inc.), a Debtor, has sponsored the
Supplementary Benefit Plan of Ogden Projects, Inc. (the “Supplementary Plan) which provides for supplemental
pension benefits and profit sharing and employer-matching contributions to eligible employees of the Company’s
energy business. The Supplementary Plan is an unfunded, non-qualified plan. Eligible employees are those
employees who participate in a certain pension plan (the Pension Plan) and profit sharing plan (the Savings Plan)
maintained by Covanta Projects, Inc. each of which is intended to be qualified under Section 401 of the IRC
(together, the “Qualified Plans). As of the Supplementary Plan’s latest valuation date there were fifty-six (56)
participants. The purpose of the Supplementary Plan is to equalize the pension benefit and contribution formula
applicable to the employees participating in the Qualified Plans whose pension benefits and allocated profit sharing
or employer contributions are limited as a result of certain IRC provisions.

Pursuant to the Supplementary Plan, participants are paid retirement benefits in an amount equal to the
excess of the retirement benefits that would have been paid to such participants under the Pension Plan in the
absence of the limitations of Section 415 of the IRC on the amount of benefits that may be provided under tax-
qualified plans over the retirement benefits actually paid under the Pension Plan. Retirement benefits payable under
the Supplementary Plan are determined at the same time and in the same manner as the retirement benefits payable
under the Pension Plan and will be payable in a single cash lump sum. Such benefits are payable at retirement to
eligible participants beginning at age 55 (depending on length of service).

With respect to profit sharing and excess employer contributions made pursuant to the Supplementary Plan,
the committee administering the Savings Plan, in the ordinary course of business, determines annually the total
percentage of an employee’s compensation that is eligible for Company contributions under the Savings Plan. The
Company then makes an annual contribution (not to exceed such pre-established percentage), either in the form of a
profit-sharing or employer matching contribution to the Savings Plan for each eligible employee based upon the
performance of the Company’s energy business for that year and subject to the limitations imposed by the IRC on
the maximum amount of an employee’s compensation that may be taken into account when making such
contributions. Pursuant to the profit sharing and Company match components of the Supplementary Plan, an
employee whose allocated contributions under the Savings Plan are limited as a result of the IRC are paid, in cash,
the amount by which the percentage of annual contributions authorized by the committee exceeds the amounts that
are actually allocated to such employee’s account under the Savings Plan. Distributions with respect to the profit
sharing and Company match components of the Supplementary Plan are made to participants on an annual basis.

By order of the Court dated September 18, 2002 (Docket No. 932), the Debtors obtained authorization to
continue to make all payments necessary to satisfy in full all obligations owing to eligible employees under the
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Supplementary Plan. Accordingly, the Debtors have continued to fulfill such obligations and currently intend to
continue the Supplementary Plan following the_Reorganization Effective Date.

(e) Additional Non-Qualified Pension Plans

Certain of the Debtors sponsor certain pension plans for eligible employees that are not intended to be
qualified under the IRC (collectively, the “Non-Qualified Plans™). The Non-Qualified Plans include (i) the Resource
Recovery Senior Management Pension Plan (the “Resource Plan”), which is sponsored by Covanta Energy Services,
Inc. (f/k/a Ogden Resource Recovery Support Services, Inc.), (ii) the Ogden Select Savings Plan (the “Select Plan”),
which is sponsored by Ogden Services Corporation, a Liquidating Debtor and (iii) the Ogden Energy Select
Savings Plan (the “Energy Select Plan’) which is sponsored by Covanta Energy Group. Inc. Each of the Non-
Qualified Plans is a defined contribution plan and is maintained as a “top-hat” plan for purposes of ERISA, exempt
from substantially all of ERISA’s requirements. The assets of each of the Non-Qualified Plans are held in grantor
trusts (typically known as “rabbi trusts”) structured to permit the deferral of income tax on participants’ benefits
under the Non-Qualified Plans.

Pursuant to an order of the Court dated September 18, 2002 (Docket No. 938), the Debtors obtained
authorization to honor and pay in full all obligations under the Non-Qualified Plans as such obligations have become
due or will become due during the Chapter 11 Cases.

(1) The Resource Plan

There are a total of two hundred twelve (212) participants in the Resource Plan. Two hundred five (205) of
these participants are currently employed by the Company, while the remaining seven (7) are former employees
currently receiving benefit distributions. Pursuant to the terms of the Resource Plan, Covanta Energy Services, Inc.
is responsible for making annual contributions for the benefit of each participant equal to 3% of such participant’s
annual base pay. All contributions to the Resource Plan are currently held in a grantor trust administered by T.
Rowe Price, the current assets of which are valued at approximately $1.6 million. The Resource Plan was frozen
on December 31, 2001 and no contributions have been made to it since that date. The Debtors intend to continue
the Resource Plan after the_Reorganization Effective Date.

(2) The Select Plan

The purpose of the Select Plan is to enable eligible employees to enhance their retirement security by
permitting them to elect to defer receipt of a portion of their compensation to a later date or event. The Select Plan,
hich i nsor Liquidating Debtor n Servi rporation, was “frozen” in 1999 and no new
contributions have been made to the plan since. Since September 18, 2002, all participants in the Select Plan have
received final distribution of their account balances and, consequently, the Company has no outstanding obligations
thereunder. The Company is currently in the process of formally terminating the Select Plan.

(3) The Energy Select Plan

The purpose of the Energy Select Plan is to enable eligible employees to enhance their retirement security
by permitting them to elect to defer receipt of a portion of their compensation (from 1% to 10% of their annual
compensation and up to 100% of any discretionary profit sharing payment they receive) to a later date or event. A
total of approximately twenty-five (25) active or former employees participate in the Energy Select Plan.
Approximately twenty (20) of these employees are actively employed by Covanta Energy Group, Inc., while the
remaining five (5) are not actively employed by the Company but are currently entitled to payment of deferred
vested benefits. Deferral contributions to the Energy Select Plan remain in a grantor trust administered by T. Rowe
Price, the assets of which are currently valued at approximately $765,000. The Energy Select Plan was frozen on
December 31, 2001 and no contributions have been made to it since that date. The Debtors intend to continue the
Energy Select Plan after the Reorganization Effective Date.
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1 The Key Employee Retention Plan (the “KERP”)

On September 18, 2002, the Court approved an order (Docket No. 932), approving the Company’s Key
Employee Retention Plan, consisting of the Key Employee Severance Plan (the “Severance Plan”), the Special
Retention Bonus Plan (the “Retention Plan”) and the Long-Term Incentive Plan (the “LTIP”).

(1) The Severance Plan

At the time of its Court approval, seventy-four (74) employees of the Debtors, including key executives,
were eligible to participate in the Severance Plan. A participant whose employment terminates Without Cause or for
Mutual Benefit (as those terms are defined in the KERP) following the Initial Petition Date are eligible to receive a
severance benefit pursuant to the Severance Plan. In addition, to receive payment of severance benefits under the
Severance Plan, a participant is required to sign a general release of claims against the Company (other than claims
for indemnification under indemnification agreements, the Company’s Certificate of Incorporation or By-Laws or
applicable law and claims for accrued benefits under the Company’s employee benefit plans) and comply with
certain additional covenants including confidentiality covenants, non-solicitation and non-disparagement covenants
and litigation support commitments.

Cash severance benefits are paid in a single lump sum payment. The amount of benefit depends upon the
participant’s position and ranges from (i) the greater of (x) 50% of a participant’s base salary and (y) two (2) weeks’
base salary per year of service (not to exceed fifty-two (52) weeks) to (ii) 200% of a participant’s base salary (a
benefit for which only the CEO of the Company is eligible). A participant in the Severance Plan is also entitled to
receive continued medical and dental coverage, provided that such participant pays the regular employee co-
payments, for the period corresponding to the percentage of salary payable as cash severance benefits, subject to an
eighteen (18) month cap. A participant’s right to continue to receive medical or dental coverage ceases immediately
if such participant is offered or becomes eligible for coverage under a medical or dental plan of any subsequent
employer. In addition, payments under the Severance Plan are to be reduced if the aggregate amount paid to a
participant triggers the federal excise tax on parachute payments.

(2) The Retention Plan

At the time of its Court approval, seventy-two (72) employees, including key executives, were eligible to
participate in the Retention Plan. Under the Retention Plan, eligible employees will receive a base award under
certain limited circumstances, from an aggregate pool of $3.6 million, equal to a percentage of base salary, ranging
from 10% to 75% depending upon the employee’s position. Awards have, and will continue to, become vested and
payable in three installments as described below, subject in each case to the participant’s continued employment
with the Company until the applicable vesting date. The first installment of 33.3% of the awards vested and was
paid to participants on or about September 30, 2002. The second installment of 33.3% of the awards becomes
vested and payable on the earlier of (i) September 30, 2003 and (ii) the consummation of the Reorganization Plan.
The remaining 33.4% of the awards will become vested and payable on the date of the consummation of the
Reorganization Plan. In the event a participant’s employment with the Company is terminated by the Company
Without Cause or by the participant for Mutual Benefit, or due to the participant’s death or disability, a pro rata
share of such participant’s unpaid award would become immediately vested and payable, unless the unpaid portion
is the full, final installment, in which case the remaining portion of the award is payable on the date of the
consummation of the Reorganization Plan. In the event of any other termination prior to a vesting date, the unpaid
portion of any award is forfeited.

3) The LTIP

The LTIP covers six (6) senior executives and up to two (2) additional key management employees
selected by the Compensation Committee of Covanta’s Board of Directors, based on the advice of Covanta’s chief
executive officer (the “CEQ”). The LTIP was implemented to provide incentives to Covanta’s senior management
to remain with the Debtors throughout the reorganization process and to devote all of their attention and energy to
the preservation of the value of the business and assets of the Debtors during the chapter 11 proceedings. Under the
LTIP, a participant is entitled to receive payment of his award only if such participant’s employment with the
Company is terminated by the Company Without Cause or by the participant for Mutual Benefit prior to the one-
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year anniversary of the date of entry of the Court’s order confirming the Reorganization Plan and provided such
participant executes a general waiver and release of all claims under all prepetition agreements, other than claims for
indemnification under indemnification agreements, Covanta’s Certificate of Incorporation or By-Laws or applicable
law and claims for accrued benefits under Covanta’s employee benefit plans. Pursuant to the LTIP, an eligible
participant who satisfies these conditions will generally be entitled to receive a cash payment upon the termination
of such participant’s employment and a general release by the Company of all claims against such participant.

The amount of any cash payment to a participant in satisfaction of his or her LTIP award varies depending
upon such participant’s position, and is generally equal to 150% to 200% of the sum of such participant’s (i) salary
and (i) “average bonus” (calculated pursuant to the terms of the LTIP as the sum of (x) the average annual bonus
paid to the participant for the two fiscal years immediately preceding the participant’s termination and (y) 30% of
such participant’s salary), minus any amounts the participant is entitled to receive pursuant to the Severance Plan.
The maximum aggregate payout under the LTIP is approximately $8.1 million.

(g) The Broad Based Severance Plan

On September 18, 2002, the Court approved the Company’s Broad-Based Severance Plan (the “Broad
Severance Plan”) for rank-and-file employees. By establishing and implementing the Broad Severance Plan, the
Debtors formalized their prior severance practice (subject to certain modifications) in order to establish clear
guidelines and to encourage the retention of employees during the Chapter 11 Cases.

The Broad Severance Plan authorizes the Company to make severance payments to certain eligible full-
time employees whose employment with the Company is terminated involuntarily without Cause (as defined in the
Broad Severance Plan) in connection with a job or department elimination, office closing, reduction in force or other
appropriate circumstances as determined by the administrator of the Broad Severance Plan. An employee whose
employment with the Company is terminated for any other reason is not eligible for severance benefits under the
Broad Severance Plan. In addition, any full-time employee who, as of the date of such employee’s termination (i) is
party to any severance, termination, employment or other agreement with the Company that provides for severance
benefits or benefits of a similar nature to severance benefits under any circumstances, (ii) is eligible to participate in
or otherwise covered under any other plan or arrangement of the Company, such as the KERP, that provides for
severance benefits or benefits of a similar nature to severance benefits under any circumstances or (iii) is covered by
any collective bargaining agreement in connection with his or her employment with the Companys, is ineligible to
participate in the Broad Severance Plan.

In order for an eligible employee to receive severance benefits pursuant to the Broad Severance Plan, he or
she must execute and deliver a general release of all claims against the Company. The severance benefit payable to
an employee pursuant to the Broad Severance Plan is equal to continued payment of such employee’s base salary (as
defined in the Broad Severance Plan) for a number of calendar weeks equal to the greater of (i) the product of (x)
two (2) multiplied by (y) each year of service completed by such employee prior to his or her date of termination
and (ii) four (4) weeks, provided that the salary pay continuation period shall in no event exceed twenty-six (26)
weeks. In addition, participants receive continued medical and dental coverage, provided that such participants pay
the regular employee co-payments, for the period the cash severance benefits are payable. A participant’s right to
continue to receive medical or dental coverage ceases immediately if such participant is offered or becomes eligible
for coverage under a medical or dental plan of any subsequent employer.

The Debtors intend to continue the Broad Severance Plan after the_ Reorganization Effective Date.
(h) Retiree Medical Programs

In 1992, the Company, pursuant to a resolution of its Board of Directors, terminated its then existing post-
retirement medical, dental and life insurance coverage on a going-forward basis, but grandfathered the coverage of
those individuals who were generally either then (i) retired, (ii) eligible for early retirement or (iii) specifically
designated by the Board of Directors as eligible to continue to receive such post-retirement coverage. Currently, the
Company provides post-retirement medical, and in certain cases, dental and life insurance coverage to a small
population of its retired employees and only two (2) active employees are eligible to receive post-retirement benefits
in the future.
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Throughout the course of these Chapter 11 Cases, the Company has generally provided two different levels
of post-retirement medical, dental and life insurance coverage depending upon the beneﬁ01ary s position. EermerA
small group of former senior executives of the Company, commonly referred to as “core retirees” because of the
senior positions they held with the Companys (as well as their eligible dependents) are-entitled-toreceive coverage
that generally covers the full cost of reasonable and customary medical, dental and vision care expenses (the “Core
Retiree Program™). In certain instances, core retirees are required to pay a contribution for such coverage equal to
the contributions for active senior executives. Upon attainment of age 65, the Core Retiree Program becomes
coordinated with Medicare, which becomes the primary insurer. Typically the Company will reimburse participants
for their Medicare Part B premiums. Certain core retirees are-also entitled-toreceive life insurance coverage that is
commonly equal to two (2) times such retiree’s annual base salary and bonus.

Certain other retirees of the Company (as well as their eligible dependents) are-entitled-toreceive coverage
that generally covers a portion of the cost for medical, and in some instances dental, expenses (the “Non-Core
Retiree Program,” and together with the Core Retiree Program, the “Retiree Medical Programs™) at the same levels
as for similarly situated active employees. Such retirees are generally responsible for paying a monthly contribution
for coverage under the Non-Core Retiree Program, the amount of which is reviewed periodically by the Company
and remains subject to change to reflect increased costs of such coverage. Upon attainment of age 65, the Non-Core
Retiree Program is coordinated with Medicare, which becomes the primary insurer. Certain retirees who participate
in the Non-Core Retiree Program are-also entitled-toreceive varying levels of term life insurance coverage.

The Company is in the process of adjusting certain of the post-retirement medical benefits it currently
provides to retirees pursuant to the Core Retiree Program. Please see Section VII.E.8-8 hereof for a discussion of
such adjustments, as well as the Debtors’ general intentions with respect to the Retiree Medical Programs and life
insurance coverage following the_Reorganization Effective Date.

(i) Employment Agreements

Pursuant to applicable provisions of the Bankruptcy Code, the Plans currently contemplate the rejection of

all existing-prepetition employment agreements (excluding collective bargaining agreements).

G) Workers’ Compensation Program

The Debtors currently maintain workers’ compensation programs in all states in which they operate
pursuant to the applicable requirements of local law to provide employees with workers’ compensation coverage for
claims arising from or related to their employment with the Debtors. Until October 2002, Debtor’s workers’
compensation program was part of a larger insurance program that has been in place since August 1985 (the former
workers’ compensation program). Under the former workers’ compensation program, the insurer provided
coverage to workers asserting claims arising from or related to their employment by Debtors or former affiliates of
these Debtors. Through payment agreements between Debtor and the insurer, Debtor reimbursed the insurer for
certain amounts as required by the terms of the policies. The Debtor’s obligation to reimburse these amounts was
secured through letters of credit and a bond. In October 2002, Debtor’s workers’ compensation program changed.
The current workers’ compensation program is secured by cash and a letter of credit.

The current workers’ compensation program expires in October 2003. Debtors are currently considering
renewal options. At all times, Debtors will maintain workers’ compensation coverage for claims as required by
applicable state law.

C. €.——Recent Financial Results

Set forth in Exhibit £J are the following selected historical financial statements for the Company: (i)
audited statements of consolidated operations and comprehensive loss for the years ended December 31, 2002, 2001
and 2000 and unaudited statements of consolidated operations and comprehensive loss for the six and three month
periods ended June 30, 2003 and 2002; (ii) audited consolidated balance sheets as of December 31, 2002 and 2001
and unaudited consolidated balance sheets as of June 30, 2003; (iii) audited statements of shareholders’ equity
(deficit) for the years ended December 31, 2002, 2001 and 2000 and unaudited statements of shareholders’ equity
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(deficit) for the six-month period ended June 30, 2003; and (iv) audited statements of consolidated cash flows for the
years ended December 31, 2002, 2001 and 2000 and unaudited statements of consolidated cash flows on a
consolidated basis for the six-month periods ended June 30, 2003 and 2002.

The notes that accompany the financial statements attached were replicated from the Form 10-K Annual
Report for the period ended December 31, 2002 and the Form 10-Q Quarterly Report for the period ended June 30,
2003.

Covanta filed a voluntary petition for reorganization relief under chapter 11 of the Bankruptcy Code in
April 2002. Since that time, the Company’s consolidated financial statements, including those attached hereto in
Exhibit EJ, have been prepared in accordance with The American Institute of Certified Public Accountants
Statement of Position 90-7, “Financial Reporting by Entities in Reorganization under the Bankruptcy Code” (“SOP
90-7”), on a going concern basis. Continuing as a going concern contemplates continuity of operations, realization
of assets, and payment of liabilities in the ordinary course of business. The accompanying consolidated financial
statements appropriately do not reflect adjustments that might result if the Company is unable to continue as a going
concern.

SOP 90-7 requires the segregation of liabilities subject to compromise by the Court as of the bankruptcy
filing date, and identification of all transactions and events that are directly associated with the reorganization of the
Company. Accordingly, all prepetition liabilities believed to be subject to compromise have been segregated in the
consolidated balance sheet and classified as liabilities subject to compromise, at the estimated amount of allowable
claims. Liabilities not believed to be subject to compromise are separately classified as current and non-current.
Revenues, expenses, including professional fees, realized gains and losses, and provisions for losses resulting from
the reorganization are reported separately.

In addition, pursuant to SOP 90-7, the accounting for the effects of the reorganization will occur once the
Plans are confirmed by the Court and there are no remaining contingencies material to completing the
implementation of the respective Plans. These “fresh start” accounting principles pursuant to SOP 90-7 provide,
among other things, for the Company to determine the value to be assigned to the equity of the
reorganizedReorganized Company as of a date selected for financial reporting purposes. Accordingly, the
accompanying consolidated financial statements do not reflect: (a) the requirements of SOP 90-7 for fresh start
accounting; (b) the realizable value of assets on a liquidation basis or their availability to satisfy liabilities; (c)
aggregate prepetition liability amounts that may be allowed for unrecorded claims or contingencies, or their status or
priority; (d) the effect of any changes to the Debtors’ capital structure or in the Debtors’ business operations as the
result of an approved plan of reorganization or liquidation; or (e) adjustments to the carrying value of assets
(including goodwill and other intangibles) or liability amounts that may be necessary as the result of future actions
by the Court.

Iv. PREPETITION CAPITAL STRUCTURE OF THE DEBTORS

Prior to the Initial Petition Date, the Company’s capital structure consisted primarily of: its common stock
and its Series A Cumulative Convertible Preferred Stock (which was listed on the New York Stock Exchange under
the ticker symbol COV); letters of credit issued under the Master Credit Facility, of which approximately $105.2
million had been funded; $100 million of 9.25% Debentures due 2022; $63.7 million of 5.75% Convertible
Debentures due 2002; $85 million of 6% Convertible Debentures due 2002; and project-level debt consisting
primarily of revenue bonds.

A. Prepetition Credit Facility
The Company entered into the Master Credit Facility with its bank group on March 14, 2001. The Master
Credit Facility provided the Company with a credit line of approximately $799 million, which consisted of a $146

million secured revolving loan and coverage for $633 million in letter of credit exposure, and coverage for other
contingent liabilities, principally in connection with various entertainment and energy facilities.
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The Master Credit Facility was secured by a first priority lien on substantially all of the assets of Covanta
and, to the extent permitted, substantially all of the assets of its existing and future domestic subsidiaries, and by a
pledge of 100% of the shares of substantially all of Covanta’s existing and future domestic subsidiaries, and 65% of
the shares of substantially all of Covanta’s foreign subsidiaries.

In conjunction with the Master Credit Facility, the Company also entered into the Intercreditor Agreement
with the “pooled” lenders participating fully in the Master Credit Facility and certain “opt-out” lenders who elected
not to participate in the Master Credit Facility, but agreed to extend the maturity dates of their facilities and to
conform relevant financial covenants to those under the Master Credit Facility. The Intercreditor Agreement, among
other things, set forth certain priorities amongst the lenders and established certain arrangements including loss

sharmg arrangements and ratable paydowns among the various lenders MW

As of the Initial Petition Date, approximately $105.2 million of funded debt with respect to two funded
letters of credit was outstanding under the Master Credit Facility, as well as approximately $518 million in
contingent letters of credit. After the Initial Petition Date, an additional $125.1 million of the letters of credit were
drawn and $76.1 million of claims arose in connection with other contingent liabilities covered by the Master Credit
Facility. On May 15, 2002, pursuant to the Final DIP Order (defined below), $240.8 million of the outstanding
letters of credit were replaced with letters of credit issued under the DIP Financing Facility (defined below). The
Master Credit Fac111ty was scheduled to mature on May 31, 2002 After ting the letters of credit that

] - poroximately $ llion is owe

nder the M rriFili inlif ninr

B. 9.25% Debentures due 2022

In March 1992 the Company issued and sold $100 million in aggregate principal amount of the 9.25%
Debentures. The 9.25% Debentures were issued pursuant to an Indenture dated as of March 1, 1992 between Ogden
Corporation and The Bank of New York, as Trustee. Wells Fargo is the current Trustee for the 9.25% Debentures.

The proceeds from the 9.25% Debentures were used to reduce outstanding indebtedness and for general
corporate purposes.

On May 15, 2002, pursuant to the Final DIP Order (Docket No. 311), the Debtors, the Prepetition Lenders,
and the Informal Committee-e£9-25% Debentare Holders stipulated that the claims of the holders of 9.25%
Debentures were secured claims. On August 6, 2002, the Creditors Committee filed an adversary proceeding
challenging the status of the liens securing the 9.25% Debentures. For a more detailed discussion of the adversary

proceeding and the proposed 9.25% Settlement, see Section VL.DC.11.

C. Convertible Debentures

In 1987, the Company issued and sold $85 million in aggregate principal amount of 6% convertible
subordinated debentures due June 1, 2002 (the “6% Convertible Debentures”). The 6% Convertible Debentures
were registered and sold in a public offering. They were issued in bearer form (the “6% Convertible Bearer
Debentures”) and in fully registered form (the “6% Convertible Registered Debentures”). The 6% Convertible
Bearer Debentures are dated June 18, 1987 and each 6% Convertible Registered Debentures is dated the date of its
authentication. Deutsche Bank Trust Company is the fiscal agent for all the 6% Convertible Debentures pursuant to
a fiscal agency agreement dated June 1, 1987. The proceeds from the 6% Convertible Debentures were used to
reduce outstanding indebtedness and for general corporate purposes. The 6% Convertible Debentures are
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convertible into Covanta common stock at the rate of one share for each $39.077 principal amount of debentures,
and are redeemable at Covanta’s option at 100% of face value.

In 1987, the Company issued and sold $75 million in aggregate principal amount of 5.75% convertible
subordinated debentures due October 20, 2002 (the “5.75% Convertible Debentures”). The 5.75% Convertible
Debentures were registered and sold in a public offering. They were issued in bearer form (the “5.75% Convertible
Bearer Debentures™) and in fully registered form (the “5.75% Convertible Registered Debentures™). The 5.75%
Convertible Bearer Debentures are dated October 20, 1987 and each 5.75% Convertible Registered Debentures is
dated the date of its authentication. Deutsche Bank Trust Company is the fiscal agent for all the 5.75% Convertible
Debentures, pursuant to a fiscal agency agreement dated October 15, 1987. The proceeds from the 5.75%
Convertible Debentures were used for general corporate purposes. The 5.75% Convertible Debentures are
convertible into Covanta common stock at the rate of one share for each $41.772 principal amount of debentures,
and are redeemable at Covanta’s option at 100% of face value. Prior to 1998, the Company purchased on the open
market and subsequently cancelled $11.3 million of the 5.75% convertible debentures.

D. Project Debt

The project debt associated with the financing of the Company’s waste-to-enereyWTE facilities is
generally arranged by the relevant municipality through the issuance of tax-exempt and taxable revenue bonds. For
those waste-te-enereyWTE facilities owned by an operating subsidiary of the Company, the relevant municipality
generally is obligated to pay amounts to Covanta’s operating subsidiary sufficient to cover debt service on project
debt. Generally, such project debt is secured by the revenues pledged under the respective indentures and is
collateralized by the assets of Covanta’s operating subsidiary and otherwise provides no recourse to Covanta,
subject to construction and operating performance guarantees and commitments.

E. Equity Bonds

Certain non-project tax-exempt bonds (the “Equity Bonds”) in the aggregate amount of approximately $126
million were issued by five separate Debtor subsidiaries teof Covanta. Covanta arranged for liquidity and credit
support for each Equity Bond in the form of letters of credit that were issued under the Master Credit Facility.
Shortly after the Initial Petition Date, the obligations under each of the Equity Bonds were accelerated and the
bondholders were paid with the proceeds of draws on the applicable letters of credit. The amount of those draws
represents prepetition secured debt of the Company.

F. Equity

Covanta had 49,827,651 shares of common stock and 33,049 shares of Series A cumulative convertible
preferred stock outstanding as of June 30, 2002. The Company’s shares were traded on the New York Stock
Exchange under the symbol “COV” until April 1, 2002. The removal from listing and registration on the New York
Stock Exchange became effective at the opening of the trading session of May 17, 2002 pursuant to the order of the
SEC.

V. CORPORATE STRUCTURE OF THE DEBTORS
A. The Debtors’ Corporate Structure

Covanta is the parent holding company of the 150 debtor subsidiaries. Together with the Company’s non-
debtor subsidiaries, the Debtors develop, construct, own and operate for others key infrastructure for the conversion
of waste-to-energyindependent powerproduetionWTE, IPP and the treatment of waterand-wvastewaterWater in
the United States and abroad. Of the entities that have filed as Debtors, 888_0 will be reorgamzed pursuant to the
Reorganization Plan-and-63, six ANizs 2 w111 be
liquidated pursuant to the L1qu1dat10n Pla a ¢
consummate a restructuring transaction. The Reorgamzatlon Plan dlstmgulshes between feuﬂ;hnee categorles of
Debtors under such Plan: Covanta, the ultimate parent company; Operating Company Debtors, which are entities
that own operating assets that will remain part of the Reorganizing Debtors’ business after the Reorganization

24



Effective Date;_and Intermediate Holding Company Debtors which own no assets other than stock of the Operating
Company Debtors:-and-the, The Heber Debtors;+whe_are Debtors that own, directly or indirectly, certain
businesses in connection with the Geothermal Projects.

B. Management of the Debtors

The current management team of Covanta is comprised of highly capable and seasoned professionals with
substantial experience. The following contains brief background descriptions and lists the members of Covanta’s
management team as of September 8, 2003:

Name Position

Scott G. Mackin President and Chief Executive Officer

Bruce W. Stone Senior Vice President, Business Development and Construction
Jeffrey R. Horowitz Senior Vice President, General Counsel and Secretary

Anthony J. Orlando Senior Vice President, Business and Financial Management

John M. Klett Senior Vice President, Domestic Operations

William J. Keneally Senior Vice President and Chief Accounting Officer

Paul B. Clements Senior Vice President, International Business Management and Operations
B. Kent Burton Senior Vice President Policy and International Government Relations
Stephen M. Gansler Senior Vice President, Human Resources

Louis M. Walters Vice President and Treasurer

Timothy J. Simpson Vice President, Associate General Counsel

Seth Myones Vice President, Business Management, Covanta Waste to Energy, Inc.

Scott G. Mackin has served as President and Chief Executive Officer of Covanta since September
1999. Prior thereto he served as Executive Vice President of Covanta from January 1997 to September 1999 and as
President and Chief Operating Officer of Covanta Energy Group, Inc., a Covanta subsidiary, since January 1991.
Mr. Mackin joined the Company in 1986.

Bruce W. Stone was named Senior Vice President, Business Development and Construction in
March 2003. From January 2001 until March 2003, Mr. Stone served as Covanta’s Executive Vice President and
Chief Administrative Officer. Previously, Mr. Stone served as Executive Vice President and Managing Director of
Covanta Energy Group, Inc., a Covanta subsidiary, a position he held starting in January 1991. Mr. Stone joined the
Company in 1975.

Jeffrey R. Horowitz was named Senior Vice President, General Counsel and Secretary of Covanta
in August 2001. From June 2001 to August 2001, Mr. Horowitz served as Senior Vice President for Legal Affairs
and Secretary and prior to that time as Executive Vice President, General Counsel and Secretary of Covanta Energy
Group, Inc, a Covanta subsidiary. Mr. Horowitz joined the Company in 1991.

Anthony J. Orlando was named Senior Vice President, Business and Financial Management in
March 2003. From January 2001 until March 2003, Mr. Orlando served as Covanta’s Senior Vice President, Waste
to Energy. Previously he served as Executive Vice President of Covanta Energy Group, Inc., a Covanta subsidiary.
Mr. Orlando joined the Company in 1987.

John M. Klett was named Senior Vice President, Domestic Operations in March 2003. Prior
thereto he served as Executive Vice President of Covanta Waste to Energy, Inc. for more than ten years, during
which time he has been responsible for all Covanta Waste to Energy, Inc. facility operations and maintenance. Mr.
Klett joined the Company in 1986.

William J. Keneally was named Senior Vice President and Chief Accounting Officer of Covanta in

April, 2002 —Mr—Kenealy2002, the year he joined the Company-in2602-,
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Paul B. Clements was named Senior Vice President, International Business Management and
Operations in March 2003. From January 2001 until March 2003, Mr. Clements served as Covanta’s Senior Vice
President, Independent Power Operations. Mr. Clements previously served as Executive Vice President of Covanta
Energy Group, Inc., and President of Covanta Energy West, Inc., both of which are Covanta subsidiaries. Mr.
Clements joined the Company in 1988.

B. Kent Burton has served as Senior Vice President - Policy and International Government
Relations of Covanta since May 1999. From May 1997 to May 1999 he served as Vice President - Policy and
Communications of Covanta and prior thereto he served as Senior Vice President of the Covanta Energy Group,
Inc., a Covanta subsidiary, in political affairs and lobbying activities. Mr. Burton joined the Company in 1997.

Stephen M. Gansler was named Senior Vice President, Human Resources of Covanta in March
2003. Mr. Gansler joined the Company in 2001 and served as Vice President, Human Resources of Covanta from

March 2001 to March 2003. Me-Ganslerjoined-the-Company-in200+-

Louis M. Walters was named Vice President and Treasurer of Covanta in 2001. Mr. Walters
served as Treasurer of Covanta Energy Group, Inc. from January 2000 to 2001. Mr. Walters joined the Company in
2000.

Timothy J. Simpson has served as Vice President, Associate General Counsel and Assistant
Secretary of Covanta Energy Corporation since June 2001. Prior thereto he served as Senior Vice President,
Associate General Counsel and Assistant Secretary of Covanta Energy Group, Inc., a Covanta subsidiary. Mr.
Simpson joined the Company in 1992.

Seth Myones has served as Vice President, Business Management, of Covanta Waste to Energy,
Inc., a Covanta subsidiary, since September 2001. From 1994 through September 2001, Mr. Myones served as Vice
President of several subsidiaries in the Company’s waste-te-enereyWTE business. Mr. Myones joined the
Company in 1989.

VL THE CHAPTER 11 CASES
A. Events Leading Up to the Chapter 11 Cases

Prior to September 1999, Covanta had incurred very substantial obligations to financial institutions for
letters of credit, including particularly obligations relating to the Corel Centre and Arrowhead Pond (together, the
“Arenas”). In February 2000, while it was working to sell its aviation and entertainment assets, the Company also
began to negotiate with its lenders. The Company had approximately $140 million of funded debt, as well as
exposure to significant additional contingent liabilities arising from the outstanding letters of credit. By the third
quarter of 2000, it reached agreement on principal terms with its key lenders. However, delays ensued in
completing the Master Credit Facility, principally due to complicated intercreditor issues pertaining to certain
liabilities, including certain of those in connection with its entertainment businesses. In March 2001, the Company
paid thethen funded debt in full and completed and entered into the Master Credit Facility, in which, among other
things, it agreed to maintain stated liquidity levels and to discharge or otherwise provide for its obligations with its
banks by May 31, 2002. The Company planned thereafter to seek debt or equity financing from the capital markets
in 2001 and to complete the sales of its remaining entertainment and aviation businesses.

At the time the Master Credit Facility was executed, Covanta believed that it would be able to meet the
liquidity covenants in the Master Credit Facility, timely discharge its obligations on maturity of the Master Credit
Facility and repay or refinance the Convertible Debentures from cash generated by operations, the proceeds from the
sale of its non-core businesses and access to the capital markets.

Shortly after the Master Credit Facility was executed, however, the State of California’s energy crisis
escalated. As of March 31, 2001, Covanta had outstanding approximately $74 million of gross accounts receivable
from the California electric utilities, including Pacific Gas & Electric Company, which filed for bankruptcy on April
6,2001. The delay in payment of these receivables forced the Company to request waivers from the banks from
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cash flow covenants. These were granted in consideration of the elimination of access to letters of credit for the
Company’s core operations in the event of a credit rating agency downgrade below investment grade. In addition,
beginning in June 2001, there was a growing belief in the equity markets that the power industry was substantially
overbuilt, that demand for new facilities would drop and that energy prices would erode. These factors, along with
reductions in energy prices in various regions of the United States, contributed to a downturn in the market for new
issues of energy company securities.

B. Need for Restructuring and Chapter 11 Relief

In mid-to-late 2001, Covanta began a wide-ranging review of strategic alternatives given the very
substantial maturities of debt in 2002. To this end, in the last six months of 2001 and the first quarter of 2002,
Covanta sought potential minority equity investors, conducted a broad-based solicitation for indications of interest in
acquiring Covanta among potential strategic and financial buyers and investigated a combined private and public
placement of equity securities. These efforts were made more difficult by the December 2, 2001 bankruptcy filing
by Enron Corporation (with certain of its subsidiaries and affiliates), at the time the largest energy company in the
United States in terms of market capitalization. The Enron bankruptcy, although caused by very different factors
than those impacting Covanta, highlighted the significant downturn in the energy sector during 2001, with a
significant negative effect on the credit and equity markets for energy companies. Although Covanta had been
seeking either to be acquired or to obtain a sizable equity investment, equity investment, no potential acquirer or
investor was prepared at that time to commit to a transaction, in particular given the sizable financial obligations
regarding the Company’s remaining entertainment operations. Furthermore, the sale of certain non-core assets was
progressing more slowly and yielding substantially less proceeds than had been anticipated.

On December 21, 2001, in connection with a further amendment to the Master Credit Facility, Covanta
issued a press release stating its need for further covenant waivers and that it was encountering difficulties achieving
access to short-term liquidity. Following this release, Covanta’s debt rating by Moody’s and Standard & Poor’s was
reduced below investment grade on December 27, 2001 and January 16, 2002, respectively. These downgrades
further adversely impacted Covanta’s access to capital markets. They also triggered Covanta’s contingent
obligations to provide $100 million in additional letters of credit in connection with two waste-to-energyWTE
projects, and the draw during March of 2002 of approximately $105.2 million in letters of credit related to the
Centre and the Team. In addition, Covanta was facing the maturity of the 6% Convertible Debentures in June 2002
and the 5.75% Convertible Debentures in October 2002. On March 1, 2002, Covanta availed itself of the 30-day
grace period provided under the terms of the 9.25% Debentures, and did not make the interest payment due at that
time.

On April 1, 2002, Covanta and 123 of its domestic subsidiaries filed their respective voluntary petitions for
reorganization under the Bankruptcy Code in the Court. Since April 1, 2002, thirty-one (31) additional subsidiaries
have filed petitions for reorganization under Chapter 11 of the Bankruptcy Code. In addition, four (4) subsidiaries
involved in the aviation fueling business that had filed petitions on April 1, 2002 were sold as part of the Company’s
disposition of non-core assets, are no longer owned by the Company and the bankruptcy cases filed by these four (4)
entities have been dismissed. While the Debtors are authorized to operate in the ordinary course of business,
transactions out of the ordinary course of business require Court approval. In addition, the Court has supervised the
Debtors’ retention of attorneys, accountants, financial advisors and other professionals as required by the
Bankruptcy Code.

An immediate effect of the filing of the Debtors’ bankruptcy petitions was the imposition of the automatic
stay under section 362(a) of the Bankruptcy Code which, with limited exceptions, enjoined the commencement or
continuation of all collection efforts by creditors, the enforcement of liens against property of the Debtors and the
continuation of litigation against the Debtors. This relief provided the Debtors with the “breathing room” necessary
to assess and reorganize its business. The automatic stay remains in effect, unless modified by the Court or
applicable law, until the Effective BateDates of the Plans.
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C. Significant Events During the Bankruptcy Cases
1. Significant Court Orders

The Debtors have obtained numerous orders from the Court that are intended to enable the Debtors to
operate in the normal course of business during the Chapter 11 Cases. Among other things, these orders authorize:
(1) the retention of professionals to represent and assist the Reorganizing Debtors, Heber Debtors and the
Liquidating Debtors in these Chapter 11 Cases, (ii) the use and operation of the Debtors’ consolidated cash
management system during the Chapter 11 Cases in substantially the same manner as it was operated prior to the
commencement of the Chapter 11 Cases, (iii) the payment of prepetition employee salaries, wages, health and
welfare benefits, retirement benefits and other employee obligations, (iv) the payment of prepetition obligations to
certain critical vendors to aid the Debtors in maintaining the operation of their businesses, (v) the use of cash
collateral and the grant of adequate protection to creditors in connection with such use, (vi) the adoption of certain
employee benefit plans, including a key employee retention plan and a broad-based severance plan, and (vii) the
obtaining of postpetition financing.

2. DIP Financing Facility

In connection with their bankruptcy petitions, the Debtors entered into a Debtor In Possession Credit
Agreement with the DIP Lenders as of April 1, 2002 (as amended from time to time, the “DIP Financing Facility”).
On April 5, 2002, the Court issued an interim order (Docket No. 65), approving the DIP Financing Facility and on
May 15, 2002, a final order approving the DIP Financing Facility (Docket No. 311) (the “DIP Final Order”).
Following significant litigation, on August 2, 2002, the Court issued an order (Docket No. 733), that overruled
objections by holders of minority interests in two Debtor limited partnerships who disputed the inclusion of the
limited partnerships in the DIP Financing Facility. Although the holders of such interests at one of the limited
partnerships appealed the order, they reached an agreement with the Company that in effect deferred the appeal.
The DIP Financing Facility’s current terms are described below.

The DIP Financing Facility consisted initially of a $48.2 million tranche to be utilized for cash borrowings,
subject to availability within advance limits in effect from time to time and the issuance of new letters of credit
(“Tranche A”) and an approximately $240.8 million tranche to be used solely to continue, replace, reissue or renew
certain outstanding letters of credit from the Master Credit Facility (“Tranche B”). The DIP Financing Facility is
secured by all of the Company’s domestic assets not subject to liens of others, 100% of the stock of most of
Covanta’s domestic subsidiaries and 65% of the stock of certain of its foreign subsidiaries. Obligations under the
DIP Financing Facility were granted senior status to other prepetition secured claims and the DIP Financing Facility
became the operative debt agreement with Covanta’s bank lenders. Currently the DIP Financing Facility expires on
he Debtors-expect-the-maturity-date-to-be-extended-through-April 1, 2004.

(a) First Amendment to Intercreditor Agreement

In conjunction with the DIP Financing Facility, the Company also entered into an amendment of the
Intercreditor Agreement with the DIP Lenders and certain other lenders (the “Intercreditor Amendment”), dated as
of April 1,2002. The Intercreditor Amendment, among other things, included new definitions and conforming
changes corresponding to the DIP Financing Facility and the chapter 11 filings, and modified certain arrangements
and formulas established with respect to distribution of the collateral to various lenders and lender groups.
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(b) First Amendment to DIP Financing Facility

On April 1, 2002, the Debtors and the DIP Lenders entered into an amendment to the DIP Financing
Facility (the “First Amendment”) that provided for, among other things, the designation of the letters of credit
associated with the Equity Bonds as “Non-Rolled Tranche B Letters of Credit,” and as such, prepetition secured
obligations. The First Amendment also provided for the designation of obligations concerning the loss sharing
arrangements under the Intercreditor Amendment, which were initially considered Tranche A obligations, as
“Tranche C Obligations” and as such, prepetition obligations. The DIP Lenders’ commitment amount under
Tranche A was reduced to reflect such designation.

(c) Second Amendment to DIP Financing Facility
On May 10, 2002, the Debtors and the DIP Lenders entered into the second amendment to the DIP

Financing Facility (the-“Second-Amendment™)-that provided for, among other things, the approval of the monthly
budget and the Final Borrowing Order of the Court.

(d) Third Amendment to DIP Financing Facility

On October 4, 2002, the Debtors and the DIP Lenders entered into the third amendment to the DIP
Financing Facility (the “Third Amendment”) that provided for, among other things, reduction of the advance limit
for cash borrowings to $14 million;_and approval for the payment of the expenses and fees incurred by the effieial
committee-of-ereditorsCreditors Committee. The Third Amendment also provided for certain insurance premium
financing arrangements, for the commencement of voluntary bankruptcy proceedings by Ogden Spain, S.A., for the
liquidation of Ogden Entertainment Services of Spain and for the approval of certain designated non-material asset
sales. Certain modifications to the agreements relating to the Tampa Bay Water Project were also allowed under the
Third Amendment, as were reductions in the “Advance Limits” schedule to the DIP Financing Facility, providing
the monthly limitations of the amounts available for borrowing under Tranche A.

(e) Fourth Amendment to DIP Financing Facility

On December 10, 2002, the Debtors and the DIP Lenders entered into the fourth amendment to the DIP
Financing Facility (the “Fourth Amendment”) that provided for, among other things, approval of certain transactions
relating to the cancellation of the $5.3 million letter of credit issued by Covanta to support certain obligations at the
MCI Center, a multi-purpose arena located in Washington D.C. The Fourth Amendment also provided for the
acknowledgement of the superior priority of a tax lien by Lake County, Florida on property held by Covanta Lake,
and for the release of prepetition liens upon the sale of the remaining Aviation Fueling Assets, and for additional
investments in the Trezzo (Italy) Waste-to Energy Project.

¢ Fifth Amendment to DIP Financing Facility

On December 18, 2002, the Debtors and the DIP Lenders entered into the fifth amendment to the DIP
Financing Facility that provided for, among other things, approval of the participation of the Debtors in a tax
transaction relating to the Team. (This tax transaction was never completed.)

(g) Sixth Amendment to DIP Financing Facility

On March 25, 2003, the Debtors and the DIP Lenders entered into the sixth amendment to the DIP
Financing Facility (the “Sixth Amendment”) that provided for, among other things, the extension of the termination
date of the DIP Financing Facility through October 1,

; -2003. The Sixth Amendment prov1ded for a reduction in the “Tranche A Letter of Credit
Sublimit” from $14,200,000 to $12,200,000. It also allowed for the release of prepetition liens upon the sale of the
Island Power Corporation-and, permitted Covanta to engage in certain tax related restructurings, and permitted the

rejection, if necessary, of contracts related to Covanta Tulsa, Inc.
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(h) Seventh Amendment to DIP Financing Facility

On May 23, 2003, the Debtors and the DIP Lenders entered into the seventh amendment to the DIP
Financing Facility that provided for, among other things, approval for the restructuring of the obligations relating to
the Hennepin waste-to-enereyWTE project and to permit amendments to the corresponding Tranche A and
Tranche B Letters of Credit.

(i) Eighth Amendment to DIP _Financing Facility

On August 25, 2003, the Debtors and the DIP Lenders entered into the eighth amendment to the DIP
Financing Facility that provided for, among other things, approval of the sale of the Corel Centre.

4) Ninth Amendment to DIP Financing Facility

n tember 15, 2 the Debtors and the DIP Lenders entered into the ninth amendment to th
DIP Financing Facility that provided for, among other things, the extension of the termination date of the

41} 10 0 ]

3. Adequate Protection

In addition to the various provisions discussed above, the Final DIP Order provides that, in respect of only
the Prepetition Liens, the Prepetition Lenders are granted adequate protection in the event that there is any
postpetition diminution in the value of their respective interests the Prepetition Collateral resulting from (i) the
Debtors’ granting of priming liens on and security interests in the Prepetition Collateral in favor of the DIP Agents
and DIP Lenders, (ii) the Debtors use of the Prepetition Lenders’ cash collateral, the use of the Prepetition Collateral
(other than the cash collateral), and (iii) the imposition of the automatic stay. Such adequate protection consists of
the following:

(a) The Prepetition Agents and the Prepetition Lenders are granted valid, perfected and non-
voidable replacement security interests in and liens upon (the “Replacement Liens”) all property of each of the
Debtors, and all proceeds and products thereof. The Replacement Liens are subject to certain carve-outs:: _the liens
granted pursuant to the Final DIP Order to the DIP Agents to secure the obligations of the Debtors under the DIP
Financing Facility, valid, enforceable, perfected and non-voidable liens and security interests that existed on the
Initial Petition Date (other than the Prepetition Liens and the Project Replacement Liens); and each estate’s interest
in the proceeds of any avoidance action pursuant to sections 544 to 550 of the Bankruptcy Code.

(b) The Prepetition Agents and the Prepetition Lenders are granted superpriority claims with
priority over all administrative expenses ordered pursuant to the Bankruptcy Code, other than fees and expenses
arising under section 726(b) of the Bankruptcy Code which are less than $1 million in aggregate. Such superpriority
status is subject only to the superpriority claims granted to DIP Agents and DIP Lenders in respect of the obligations
of the Debtors under the DIP Financing Facility; each estate’s interest in the proceeds of any avoidance action
pursuant to sections 544 to 550 of the Bankruptcy Code; and certain carve-outs.

(c) The Debtors are authorized and directed to pay in cash on a monthly basis all reasonable
accrued fees and all costs, charges and expenses of Akin, Gump, Strauss, Hauer & Feld, L.L.P and Raymond James
& Co. (subsequently replaced by Jeffries & Co.), in their respective capacity as advisors to the informal-committee
of Debenture HeldersInformal Committee and Wells Fargo Bank Minnesota, N.A., in its capacity as indenture
trustee for the 9.25% Debentures and Dorsey & Whitney, in its capacity as counsel to the Indenture Trustee, in
connection with the Chapter 11 Cases, on the same terms and conditions that apply to the DIP Lenders.

In addition, by order dated May 13, 2002;2002 (Docket No. 287), General Electric Capital Corporation and
certain of its affiliates (collectively ““GECC"”) was granted adequate protection in the event that there is any
postpetition diminution in the value of its interests in property (including cash collateral) used by the Debtors post-
petition. Among other things, GECC generally was granted valid, perfected and non-voidable replacement security
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interests in and liens upon all property of each of the Debtors in which GECC held a security interest pre-petition,
subject to certain carve-outs; the Debtor Heber Field CompanyHFC One Seller was required to make monthly
payments to GECC consisting of (i) all interest owed to GECC under its pre-petition agreements with GECC, and
(i1) 33.33% of monthly cash flow in excess of certain operating and other expenses; the DebtorSecond-tmperial
GeothermalSIGC Project Company;E-P- was required to make most payments required under its pre-petition
agreements with GECC (with certain limited exceptions); and the Debtors were authorized and directed to reimburse
GECC for its reasonable legal expenses.

4. Assumption and Rejection

As debtors in possession, the Debtors have the right, subject to Court approval and certain other limitations,
to assume or to reject executory contracts and unexpired leases. Contracts or leases that are assumed may be
assigned to a third party as provided under the Bankruptcy Code.

During these Chapter 11 Cases, the Debtors obtained several orders of the Court either assuming, or
assuming and assigning, certain executory contracts and unexpired leases. For example, in connection with the sale
of the Aviation Fueling Assets, on December 18, 2002, the Court entered an order (Docket No. 1203), assigning
certain contracts and leases relating to that business to Allied Aviation Holdings, Inc., the purchaser of the Aviation
Fueling Assets. Pursuant to the order approving the sale, the Debtors were relieved of any liability for breach of any
such assigned contract, whether occurring before or after such assignment.

The Court has also entered orders authorizing the rejection of certain contracts. For example, the Debtors
rejected the lease relating to its former headquarters at 2 Penn Plaza in New York, New York and rejected a number
of contracts related to a construction project in Nevada.

The treatment of contracts or leases that have not been assumed or rejected by order of the Court as of the
date hereof, is discussed in Seetion-9Article IX of the ReerganizingReorganization Plan, Article IX of the Heber
Reorganization Plan and SeetionArticle SVIII of the Liquidating Plan. With respect to Reorganizing Covanta
and certain other Reorganizing Debtors listed on Schedule 9.1A of the Reorganization Plan, on the Reorganization
Effective Date all executory contracts and unexpired leases shall be deemed rejected other than those executory
contracts or unexpired leases that are specifically designated as assumed on the Rejecting Debtors’ Schedule of
Assumed Contracts and Leases (to be filed prior to the Plans Confirmation Hearing), or as otherwise provided in
Section 9.1(a) of the Reorganization Plan. For the HeberDebters-and-the-Reorganizing Debtors listed on Schedule
9.1B of the Reorganization Plan, on the_Reorganization Effective Date all executory contracts and unexpired leases
shall be deemed assumed other than those executory contracts or unexpired leases that are specifically designated as
rejected on the Assuming Debtors’ Schedule of Rejected Contracts and Leases (to be filed prior to the Plans
Confirmation Hearing), or as otherwise provided in Section 9.1(b) of the Reorganization Plan.
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For Liquidating Debtors, on the Liquidation Effective Date all executory contracts and unexpired leases
shall be deemed rejected other than those executory contracts or unexpired leases that are specifically designated on
Schedule 8 of the Liquidation Plan, or as otherwise provided in Section 8 of the Liquidation Plan.
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