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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No.     )

Filed by the Registrant   þ
Filed by a Party other than the Registrant   o

Check the appropriate box:

o   Preliminary Proxy Statement
o   Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
þ   Definitive Proxy Statement
o   Definitive Additional Materials
o   Soliciting Material Pursuant to §240.14a-12

COVANTA HOLDING CORPORATION

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
      Payment of Filing Fee (Check the appropriate box):

þ   No fee required.
o   Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

      1) Title of each class of securities to which transaction applies:

      2) Aggregate number of securities to which transaction applies:

      3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set
forth the amount on which the filing fee is calculated and state how it was determined):

      4) Proposed maximum aggregate value of transaction:

      5) Total fee paid:

      o   Fee paid previously with preliminary materials.
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      o   Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the
filing for which the offsetting fee was paid previously. Identify the previous filing by registration statement
number, or the Form or Schedule and the date of its filing.

      1) Amount Previously Paid:

      2) Form, Schedule or Registration Statement No.:

      3) Filing Party:

      4) Date Filed:

SEC 1913 (02-02)
Persons who are to respond to the collection of information contained in this form are
not required to respond unless the form displays a currently valid OMB control number.

COVANTA HOLDING CORPORATION
445 South Street

Morristown, New Jersey 07960
(862) 345-5000
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COVANTA HOLDING CORPORATION

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On May 5, 2011

To our Stockholders:

We are notifying you that our 2011 Annual Meeting of Stockholders will be held on May 5, 2011, at Covanta Holding
Corporation, 445 South Street, Morristown, New Jersey 07960, at 11:00 a.m. local time. At the meeting we will ask
you to:

1. elect ten directors to our Board of Directors, each for a term of one year;

2. ratify the appointment of Ernst & Young LLP, the independent registered public accountants, as our independent
auditors for the 2011 fiscal year;

3. conduct an advisory vote on executive compensation;

4. conduct an advisory vote on the frequency of the advisory vote on executive compensation; and

5. consider such other business as may properly come before the Annual Meeting or any adjournment or
postponement of the Annual Meeting.

Our Board of Directors has fixed the close of business on March 11, 2011 as the record date for the determination of
stockholders entitled to notice of and to vote at the Annual Meeting and at any adjournment or postponement of the
Annual Meeting. A complete list of these stockholders will be available at our principal executive offices prior to the
Annual Meeting.

All stockholders are cordially invited to attend the Annual Meeting in person. Whether or not you expect to attend the
meeting, please follow the instructions on the proxy card for voting over the Internet or by telephone or properly
execute, date and return the enclosed proxy card as promptly as possible in order to ensure your representation at the
Annual Meeting. A return envelope (which is postage pre-paid if mailed in the United States) is enclosed for that
purpose. Even if you have given your proxy, you may still vote in person if you attend the Annual Meeting. Please
note, however, that if your shares are held of record by a broker, bank or other nominee and you wish to vote at the
Annual Meeting, you must obtain a proxy issued in your name from the institution that is the record holder and bring
the proxy to the Annual Meeting.

By Order of the Board of Directors

Covanta Holding Corporation

Timothy J. Simpson
Secretary

Morristown, New Jersey
April 5, 2011
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COVANTA HOLDING CORPORATION
445 South Street

Morristown, New Jersey 07960

PROXY STATEMENT

The enclosed proxy is solicited by the Board of Directors of Covanta Holding Corporation for use at the Covanta
Holding Corporation 2011 Annual Meeting of Stockholders to be held on May 5, 2011, at 11:00 a.m. local time, or
any adjournment or postponement of the Annual Meeting, for the purposes described in this proxy statement and in
the accompanying Notice of Annual Meeting of Stockholders. The Annual Meeting will be held at Covanta Holding
Corporation, 445 South Street, Morristown, New Jersey 07960. This proxy statement and accompanying proxy card
were mailed on or about April 5, 2011 to all stockholders entitled to vote at the Annual Meeting. Throughout this
proxy statement when the terms �Covanta,� the �Company,� �we,� �our,� �ours� or �us� are used, they refer to Covanta Holding
Corporation and we sometimes refer to our Board of Directors as the �Board.� Our subsidiary, Covanta Energy
Corporation, is often referred to in this proxy statement as �Covanta Energy.�

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
STOCKHOLDER MEETING TO BE HELD ON MAY 5, 2011

The Covanta Holding Corporation Proxy Statement and 2010 Annual Report to
Stockholders are available at www.covantaholding.com/annualmeeting.

What is the purpose of the Annual Meeting?

At the Annual Meeting, you will be asked to act upon the matters outlined in the accompanying Notice of Annual
Meeting of Stockholders, including:

� election of ten directors to our Board of Directors, each for a term of one year (see page 12);

� ratification of the appointment of Ernst & Young LLP as our independent auditors for the fiscal year ending
December 31, 2011 (see page 15);

� an advisory vote on executive compensation (see page 16); and

� an advisory vote on the frequency of the advisory vote on executive compensation (see page 16).

In addition, management will report on our performance and respond to questions from stockholders.

Who is entitled to vote at the Annual Meeting?

Holders of our common stock at the close of business on the record date, March 11, 2011, are entitled to vote their
shares at the Annual Meeting. On that date there were 147,360,499 shares of our common stock outstanding and
entitled to vote.

How many votes do I have?

You will have one vote for each outstanding share of our common stock that you owned on March 11, 2011 (the
record date), as each outstanding share of common stock is entitled to one vote on each matter properly brought before
the Annual Meeting.
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How many votes must be present to hold the Annual Meeting?

The presence in person, or by proxy, of stockholders entitled to cast a majority of all of the votes entitled to be cast at
the Annual Meeting, including shares represented by proxies that reflect abstentions, constitutes a quorum.
Abstentions and broker non-votes are counted as present and entitled to vote for the purposes of determining a
quorum. A �broker non-vote� occurs when a broker, bank or other holder of record holding shares for a beneficial owner
does not vote on a particular proposal because that record holder does not have discretionary voting power for
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that particular proposal and has not received voting instructions from the beneficial owner. If there is not a quorum at
the Annual Meeting, the stockholders entitled to vote at the Annual Meeting, whether present in person or represented
by proxy, will only have the power to adjourn the Annual Meeting until there is a quorum. The Annual Meeting may
be reconvened without additional notice to the stockholders within 30 days after the date of the prior adjournment if
we announce the reconvened meeting at the prior adjournment. A quorum must be present at such reconvened
meeting.

What is the difference between holding shares as a stockholder of record and as a beneficial owner?

If your shares are registered directly in your name with our transfer agent, American Stock Transfer &
Trust Company, you are considered, with respect to those shares, the �stockholder of record� or �record owner.� As a
record owner, the Notice of Annual Meeting, Proxy Statement and 2010 Annual Report including our 2010 Annual
Report on Form 10-K and proxy card, have been sent directly to you. If your shares are held in a stock brokerage
account or by a bank or other holder of record, you are considered the �beneficial owner� of shares held in street name.
As a beneficial owner the Notice of Annual Meeting, Proxy Statement and 2010 Annual Report including our 2010
Annual Report on Form 10-K and proxy card have been sent to the holder of record of your shares. If you wish to
attend the Annual Meeting and vote shares of our common stock held through a broker, bank or other nominee, you
will need to obtain a proxy form from the institution that holds your shares and follow the voting instructions on that
form.

How do I vote my shares at the Annual Meeting?

You may vote either in person at the Annual Meeting or by proxy. If you vote by proxy, you may still attend the
Annual Meeting in person.

If you wish to vote in person at the Annual Meeting, please attend the meeting and you will be instructed there as to
the balloting procedures. Please bring personal photo identification with you to the meeting. If you are a beneficial
owner of shares, you must obtain a proxy form from your broker, bank or other holder of record and present it to the
inspector of election with your ballot to be able to vote at the Annual Meeting in person.

If you wish to vote by proxy, you may vote over the Internet or by telephone by following the instructions included on
your proxy card. Alternatively, you may properly execute, date and return the enclosed proxy to us by mail in the
enclosed return envelope (which is postage pre-paid if mailed in the United States). If you do this, your shares of
common stock represented by the proxy will be voted by the proxy holders in accordance with your instructions. The
Internet and telephone voting facilities will close at 11:59 p.m. Eastern time on May 4, 2011. Anthony J. Orlando and
Timothy J. Simpson are the proxy holders. If you are a beneficial owner of shares, you will need to obtain a proxy
form from the institution that holds your shares and follow the voting instructions on that form.

If you do not intend to vote in person at the Annual Meeting, please remember to submit your proxy to us prior to the
Annual Meeting to ensure that your vote is counted.

Can I revoke my proxy or change my vote after I have voted?

Even after you have submitted your proxy, you may revoke your proxy or change your vote. If you are the record
owner of the shares, you can revoke your proxy by doing one of the following before your proxy is exercised at the
Annual Meeting:

(1) deliver a written notice of revocation to our Secretary at Covanta Holding Corporation, 445 South Street,
Morristown, New Jersey 07960; or
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(2) submit a properly executed proxy bearing a later date; or

(3) attend the Annual Meeting and cast your vote in person.

To revoke a proxy previously submitted over the Internet or by telephone, you may simply vote again at a later date,
using the same procedures, in which case the later submitted vote will be recorded and the earlier vote revoked.
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If you are the beneficial owner of shares and have submitted your proxy to the institution that holds your shares, you
will need to contact that institution and follow its instructions for revoking a proxy.

Attendance at the Annual Meeting will not cause your previously submitted proxy to be revoked unless you cast a
vote at the Annual Meeting.

What if I do not vote for some of the matters listed on the proxy?

If you properly execute, date and return a proxy to us without indicating your vote, in accordance with the Board�s
recommendation, your shares will be voted by the proxy holders as follows:

� �FOR� election of the ten nominees for director;

� �FOR� ratification of the appointment of Ernst & Young LLP as our independent auditors for the fiscal year
ending December 31, 2011;

� �FOR� an advisory vote in favor of the compensation of our named executive officers as disclosed in this proxy
statement; and

� �THREE YEARS� as the frequency on seeking an advisory vote on executive compensation.

In addition, if other matters are properly presented for voting at the Annual Meeting, or at any adjournment or
postponement thereof, your proxy grants Messrs. Orlando and/or Simpson the discretion to vote your shares on such
matters. Two joint holders of our common stock have provided notice that they intend to present at the Annual
Meeting the same proposal regarding executive compensation awards that they proposed last year and which appeared
as the third proposal in the proxy statement for our 2010 annual meeting. The proposal for this year�s Annual Meeting
was not received by us until after the deadline for possible inclusion of stockholder proposals in this proxy statement;
however it was received by us prior to the deadline for consideration for stockholder action at the Annual Meeting.
The Board recommended against this proposal in the 2010 proxy statement and the proposal was defeated at the 2010
annual meeting; if such proposal is properly presented for voting at this Annual Meeting, Messrs. Orlando and/or
Simpson will use their discretion to vote the stockholder proxies against the proposal. If, for any unforeseen reason,
any of the director nominees described in this proxy statement are not available as a candidate for director, then
Messrs. Orlando and/or Simpson will vote the stockholder proxies for such other candidate or candidates as the Board
may nominate.

How many votes are required to elect directors and to adopt the other proposals?

In the election for directors, the ten nominees receiving the highest number of �FOR� votes cast in person or by proxy
will be elected. A �WITHHOLD� vote for a nominee is the equivalent of abstaining. Abstentions and broker non-votes
are not counted as votes cast for the purposes of, and therefore will have no impact as to, the election of directors.
Although the director nominees with the highest number of �FOR� votes cast will be elected at the Annual Meeting, our
Corporate Governance Guidelines contain a majority voting policy which requires any nominee for director in an
uncontested election to tender his or her resignation to the Board if that nominee receives a greater number of
�WITHHOLD� votes than �FOR� votes in any election. The Board�s Nominating and Governance Committee will consider
the resignation offer and recommend to the Board the action to be taken with respect to the tendered resignation. The
Board will act upon the Nominating and Governance Committee�s recommendation no later than 90 days following
certification of the stockholder vote. A complete copy of our Corporate Governance Guidelines is posted on our
website at www.covantaholding.com.
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With respect to Proposal No. 4, the advisory vote on the frequency of holding future advisory votes on executive
compensation, you may vote �ONE YEAR,� �TWO YEARS,� �THREE YEARS� or �ABSTAIN.� If you abstain from voting
on Proposal No. 4, the abstention will not have an effect on the outcome of the vote.

All proposals, other than the election of directors and the advisory vote on the frequency of holding future advisory
votes on executive compensation, require the affirmative �FOR� vote of a majority of those shares present and entitled
to vote. An abstention as to any matter, when passage requires the vote of a majority of the votes entitled to be cast at
the Annual Meeting, will have the effect of a vote �AGAINST.� Broker non-votes will not be considered, and will not
be counted for any purpose in determining whether a matter has been approved.
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Brokers, banks or other nominees have discretionary authority to vote shares without instructions from beneficial
owners only on matters considered �routine� by the New York Stock Exchange, such as the ratification of the
appointment of Ernst & Young LLP as our independent auditors addressed by Proposal No. 2 in this proxy statement;
therefore, your shares may be voted on Proposal No. 2 if they are held in the name of a brokerage firm, even if you do
not provide the brokerage firm with voting instructions. On non-routine matters, such as Proposals No. 1 and No. 3,
brokers, banks or other nominees do not have discretion to vote shares without instructions from beneficial owners
and thus are not entitled to vote on such proposals in the absence of such specific instructions, resulting in a broker
non-vote for those shares.

Representatives of American Stock Transfer & Trust Company, our transfer agent, will tabulate the votes and act as
the inspector of election at the Annual Meeting.

Can my shares be voted if I do not return my proxy and do not attend the Annual Meeting?

If you do not vote your shares and you are the beneficial owner of the shares, your broker can vote your shares on
matters that the New York Stock Exchange has ruled are routine.

If you do not vote your shares and you are the record owner of the shares, your shares will not be voted.

Who pays the cost of solicitation of proxies for the Annual Meeting?

We will pay the cost of solicitation of proxies. In addition to the solicitation of proxies by mail, we have engaged
Okapi Partners to assist in soliciting proxies on our behalf. Okapi Partners may solicit proxies personally,
electronically or by telephone. We have agreed to pay Okapi Partners $7,500, plus variable fees based upon
stockholders contacted and votes received in connection with such services, and to reimburse Okapi Partners for its
reasonable out-of-pocket expenses. Our directors, officers and employees may also solicit proxies personally,
electronically or by telephone without additional compensation for such proxy solicitation activity. Brokers and other
nominees who held our common stock on the record date will be asked to contact the beneficial owners of the shares
that they hold to send proxy materials to and obtain proxies from such beneficial owners.

Although there is no formal agreement to do so, we may reimburse banks, brokerage houses and other custodians,
nominees and fiduciaries for their reasonable expenses in forwarding this proxy statement to our stockholders.

BOARD STRUCTURE AND COMPOSITION

The Board is currently comprised of ten directors. During 2010, the Board held five meetings and took action by
unanimous written consent two times. Each director attended at least 75% of all meetings of the Board and those
Board committees on which he or she served during 2010. We expect our Board members to attend the Annual
Meeting of Stockholders. In May 2010, all of the directors attended our Annual Meeting of Stockholders. The Board
has adopted Corporate Governance Guidelines which, among other matters, describe the responsibilities and certain
qualifications of our directors. Our Corporate Governance Guidelines are posted on our website at
www.covantaholding.com. A copy also may be obtained by writing to our Vice President of Investor Relations at our
principal executive offices.

Our Corporate Governance Guidelines include a Majority Voting Policy, which was adopted by the Board in February
2007 and provides that in an uncontested election (i.e., an election where the only nominees are those recommended
by the Board), any nominee for director who receives a greater number of votes �WITHHELD� from his or her election
than votes �FOR� such election shall promptly tender his or her resignation to the Board for consideration in accordance
with the procedures described in the Majority Voting Policy attached to our Corporate Governance Guidelines.
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The Corporate Governance Guidelines also require that a majority of the Board qualify as independent within the
meaning of the independence standards of the New York Stock Exchange. The applicable standards for independence
to the Board are attached to our Corporate Governance Guidelines, referred to as the �Independence Standards.� These
Independence Standards contain categorical standards that are currently used to provide
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assistance in the review by the Board of all facts and circumstances in making determinations of director
independence required by New York Stock Exchange listing standards.

During the Board�s annual review of director independence, the Board considered transactions and relationships
between each director or any member of his or her immediate family and us and our subsidiaries and affiliates. The
Board also considered whether there were any transactions or relationships between directors, their organizational
affiliations or any member of their immediate family, on the one hand, and us and our executive management, on the
other hand. As provided in the Independence Standards, the purpose of this review was to determine whether any such
relationships or transactions existed that were inconsistent with a determination that the director is independent.

As a result of this review, the Board affirmatively determined that the following directors nominated for re-election
are independent of us and our management under the standards set forth in the Independence Standards: David M.
Barse, Ronald J. Broglio, Peter C. B. Bynoe, Linda J. Fisher, Joseph M. Holsten, William C. Pate, Robert S.
Silberman and Jean Smith, and that none of these directors had relationships with us except those that the Board has
determined to be immaterial as set forth in the Independence Standards. In making these determinations, the Board
considered that in the ordinary course of business, transactions may occur between us and our subsidiaries and
companies at which one or more of our directors or nominees are or have been officers. In each case, the amounts paid
to these other companies in each of the last three years did not exceed the applicable thresholds set forth in the
Independence Standards or the nature of the relationships with these other companies did not otherwise affect the
independent judgment of any of such directors. The Board also considered charitable contributions to not-for-profit
organizations of which directors or nominees or their immediate family members are affiliated, none of which
exceeded the applicable thresholds set forth in the Independence Standards.

Mr. Zell and Mr. Pate are executive officers of Equity Group Investments, L.L.C., referred to as �EGI.� EGI is affiliated
with SZ Investments L.L.C., referred to as �SZ Investments,� a holder of approximately 10.1% of our common stock as
of March 21, 2011, as described under �Equity Ownership of Certain Beneficial Owners.� The Board reviewed the
independence of Mr. Pate. In particular, the Board noted the absence of any payments made to EGI and SZ
Investments within the past three years (not including any dividends paid on shares of our common stock payable to
all stockholders), and also the subjective nature of Mr. Pate�s relationship with us, as our former non-executive
Chairman of the Board. The Board determined that these relationships do not interfere with Mr. Pate�s exercise of
independent judgment as a director. Therefore, the Board concluded that Mr. Pate qualifies as an independent director
under applicable Securities and Exchange Commission (referred to in this proxy statement as the �SEC�) rules and
regulations and New York Stock Exchange listing standards.

Mr. Barse is the President and Chief Executive Officer of Third Avenue Management LLC, referred to as �Third
Avenue,� a holder of approximately 6.3% of our common stock as of March 21, 2011, as described under �Equity
Ownership of Certain Beneficial Owners.� The Board noted that although Mr. Barse was our President and Chief
Operating Officer from July 1996 until July 2002, such prior service as our executive officer occurred more than three
years ago and does not interfere with his exercise of independent judgment as a director. Further, the Board noted the
absence of any amounts paid to Third Avenue and its affiliates within the past three years (not including any dividends
paid on shares of our common stock payable to all stockholders). Therefore, the Board concluded that Mr. Barse
qualifies as an independent director under applicable SEC rules and regulations and New York Stock Exchange listing
standards.

Mr. Bynoe is Senior Counsel to the law firm of DLA Piper US, LLP. DLA Piper UK LLP provided Covanta Energy
with certain legal services in 2010. Mr. Bynoe did not direct or have any direct or indirect involvement in the
procurement, provision, oversight or billing of such legal services and does not directly or indirectly benefit from
those fees.
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Audit Committee.  The current members of the Audit Committee are Mr. Pate (Chair), Mr. Holsten and Ms. Smith.
Each of the members of the Audit Committee is an independent director under applicable SEC rules and regulations
and New York Stock Exchange listing standards. The Board has determined that each of the members of the Audit
Committee qualifies as an audit committee �financial expert� under applicable SEC rules and regulations.
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Our Board has determined that Mr. Pate is a financial expert in part due to his �other relevant experience,� which
includes Mr. Pate�s extensive investment banking experience involving the critical evaluation of financial statements as
(a) a director of several public companies, (b) our former non-executive Chairman of the Board and (c) an investment
manager of private capital. In this latter role, our Board has determined that he had oversight of the preparation,
auditing or evaluation of financial statements in conjunction with numerous acquisitions in a variety of industries and
in conjunction with raising public fixed income and equity capital for associated corporations.

The Audit Committee operates under a written charter dated as of October 1, 2010, a copy of which is available on our
website at www.covantaholding.com or may be obtained by writing to our Vice President of Investor Relations at our
principal executive offices. Under its charter, the functions of the Audit Committee include assisting the Board in its
oversight of the quality and integrity of our financial statements and accounting processes, compliance with legal and
regulatory requirements, assessing and reviewing the qualifications, independence and performance of our
independent auditors and overseeing our internal audit function. The Audit Committee has the sole authority to select,
evaluate, appoint or replace the independent auditors and has the sole authority to approve all audit engagement fees
and terms. The Audit Committee must pre-approve all permitted non-auditing services to be provided by the
independent auditors; discuss with management and the independent auditors our financial statements and any
disclosures and SEC filings relating thereto; recommend for stockholder approval the ratification of the independent
auditors for us; review the integrity of our financial reporting process; establish policies for hiring of employees or
former employees of the auditors; and investigate any matters pertaining to the integrity of management. The Audit
Committee held five meetings during 2010.

Compensation Committee.  The current members of the Compensation Committee are Messrs. Silberman (Chair),
Barse and Bynoe. Each of the members of the Compensation Committee qualifies as an independent director under
applicable New York Stock Exchange listing standards and is considered to be a �non-employee director� under
Rule 16b-3 of the Securities Exchange Act of 1934, as amended, which we refer to as the �Exchange Act� in this proxy
statement. Messrs. Silberman and Bynoe are �outside directors� under section 162(m) of the Internal Revenue Code of
1986, as amended, which we refer to as the �Tax Code� in this proxy statement. Because Mr. Barse was previously an
executive officer of ours, he does not qualify as an �outside director� solely for purposes of section 162(m) of the Tax
Code. Consequently, Mr. Barse recuses himself from voting in connection with any compensation matters in which
section 162(m) of the Tax Code issues may arise, whether made by the Compensation Committee or the full Board.
However, our Board has determined that Mr. Barse�s prior relationship does not interfere with his exercise of
independent judgment as a director and noted that he qualifies as an independent director under applicable New York
Stock Exchange listing standards.

The Compensation Committee operates under a written charter dated as of October 1, 2010, a copy of which is
available on our website at www.covantaholding.com or may be obtained by writing to our Vice President of Investor
Relations at our principal executive offices. Under its charter, the Compensation Committee, among other things, has
the following authority:

(1) to review and approve the Company�s goals relating to the chief executive officer�s compensation, evaluate the chief
executive officer�s performance under those goals and set the chief executive officer�s compensation;

(2) to evaluate, review and approve the compensation structure and process for our other officers and the officers of
our subsidiaries;

(3) to evaluate, review and recommend to our Board of Directors any changes to, or additional, stock-based and other
incentive compensation plans;
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(4) to engage independent advisors to assist the members of the Compensation Committee in carrying out their
duties; and

(5) to recommend inclusion of the Compensation Discussion and Analysis in this proxy statement and our Annual
Report on Form 10-K.

The Compensation Committee held two meetings during 2010 and took four actions by unanimous written consent.
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Nominating and Governance Committee.  The current members of the Nominating and Governance Committee are
Mr. Bynoe (Chair), Mr. Broglio, Ms. Fisher and Ms. Smith. Each of the members of the Nominating and Governance
Committee qualifies as an independent director under applicable New York Stock Exchange listing standards.

The Nominating and Governance Committee operates under a written charter dated as of October 1, 2010, a copy of
which is available on our website at www.covantaholding.com, or may be obtained by writing to our Vice President of
Investor Relations at our principal executive offices. Under its charter, the Nominating and Governance Committee is
responsible for assisting the Board in identifying qualified candidates to serve on the Board, recommending director
nominees for the Annual Meeting of Stockholders, identifying individuals to fill vacancies on the Board,
recommending Corporate Governance Guidelines to the Board, leading the Board in its annual self evaluations and
recommending nominees to serve on each committee of the Board. The Nominating and Governance Committee,
among other things, has the authority to evaluate candidates for the position of director, retain and terminate any
search firm used to identify director candidates and review and reassess the adequacy of our corporate governance
procedures.

In identifying candidates for positions on the Board, the Nominating and Governance Committee generally relies on
suggestions and recommendations from members of the Board, management and stockholders. In 2010, we did not
use any search firm or pay fees to other third parties in connection with seeking or evaluating Board nominee
candidates.

The Nominating and Governance Committee does not set specific minimum qualifications for director positions.
Instead, the Nominating and Governance Committee believes that nominations for election or re-election to the Board
should be based on a particular candidate�s merits and our needs after taking into account the current composition of
the Board. When evaluating candidates annually for nomination for election, the Nominating and Governance
Committee considers an individual�s skills, diversity, independence from us, experience in areas that address the needs
of the Board and ability to devote adequate time to Board duties. The Nominating and Governance Committee does
not specifically define diversity, but values diversity of experience, perspective, education, race, gender and national
origin as part of its overall annual evaluation of director nominees for election or re-election. Whenever a new seat or
a vacated seat on the Board is being filled, candidates that appear to best fit the needs of the Board and the Company
are identified and unless such individuals are well known to the Board, they are interviewed and further evaluated by
the Nominating and Governance Committee. Candidates selected by the Nominating and Governance Committee are
then recommended to the full Board. After the Board approves a candidate, the Chair of the Nominating and
Governance Committee extends an invitation to the candidate to join the Board.

The Nominating and Governance Committee will consider candidates recommended by stockholders if such
recommendations are accompanied by relevant biographical information and are submitted in accordance with our
organizational documents, New York Stock Exchange requirements and SEC rules and regulations, each as in effect
from time to time. Candidates recommended by stockholders will be evaluated in the same manner as other
candidates. Under our Amended and Restated By-Laws, any holder of 20% or more of our outstanding voting
securities has the right, but not the obligation, to nominate one qualified candidate for election as a director. Provided
that such stockholder adequately notifies us of a nominee within the time periods set forth in our applicable proxy
statement, that individual will be included in our proxy statement as a nominee.

The Nominating and Governance Committee held four meetings during 2010.

Finance Committee.  The current members of the Finance Committee are Messrs. Barse (Chair), Orlando, Pate and
Silberman.
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The Finance Committee operates under a written charter dated as of October 1, 2010, a copy of which is available on
our website at www.covantaholding.com, or may be obtained by writing to our Vice President of Investor Relations at
our principal executive offices. Under its charter, the Finance Committee is responsible for assisting the Board in its
oversight of our consideration of new financial commitments, acquisitions, investments, and other transactions that are
either material to our financial condition or prospects, or are otherwise not contemplated by our annual budget or
business/financial plan. The Finance Committee is also responsible for
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establishing policies with respect to the issuance of dividends on our common stock, establishing guidelines for
approvals for proposed transactions and spending authorization by our senior executives.

The Finance Committee held nine meetings during 2010.

Public Policy Committee.  The current members of the Public Policy Committee are Ms. Fisher (Chair) and
Messrs. Orlando and Pate. The Public Policy Committee operates under a written charter dated as of October 1, 2010,
a copy of which is available on our website at www.covantaholding.com, or may be obtained by writing to our Vice
President of Investor Relations at our principal executive offices. Under its charter, the Public Policy Committee is
responsible for assisting the Board in its oversight responsibilities for matters relating to public policy. The Public
Policy Committee�s responsibilities include oversight of legislative and regulatory developments affecting our
business, employee safety programs and procedures, community relations programs, political and charitable
contributions by us, and other matters of public policy affecting our renewable energy and waste business.

The Public Policy Committee held four meetings during 2010.

Technology Committee.  The current members of the Technology Committee are Messrs. Broglio (Chair), Holsten and
Orlando. The Technology Committee operates under a written charter dated as of October 1, 2010, a copy of which is
available on our website at www.covantaholding.com, or may be obtained by writing to our Vice President of Investor
Relations at our principal executive offices. Under its charter, the primary purpose of the Technology Committee is to
assist the Board in fulfilling its oversight responsibilities for matters relating to technology and technology
development as it relates to the Company�s renewable energy and waste and energy services businesses. The
Technology Committee�s responsibilities include the development and implementation of major strategies relating to
the Company�s approach to technical and commercial innovation and the process of innovation and technology
acquisition to assure ongoing business growth; the evaluation of the implications of new technologies on the
Company�s competitive position in the renewable energy and waste industries, both in the Americas and
internationally; the research, development and implementation of new technologies in the renewable energy and waste
industries; the research, development and implementation of improvements to the Company�s existing technologies;
and all matters related to the protection of intellectual property, including patents, trademarks and copyrights,
involving existing or new technologies of the Company and its businesses.

The Technology Committee held two meetings during 2010.

Board Oversight of Risk Management

The Board of Directors and the Committees of the Board play a significant role in the oversight of Company-wide risk
management. As part of the Company�s enterprise risk management protocol, senior management discusses and
identifies major areas of risk on an ongoing basis. Management annually reviews with the Board risks to the enterprise
and the Company�s efforts to address them. In addition, presentations are made in the ordinary course at scheduled
Board meetings regarding market trends, competition and the various other risks that face the Company. On an
ongoing basis, the various committees of the Board address risk in the areas germane to their scope. For example:

� The Nominating and Governance Committee evaluates Board effectiveness, succession planning and general
corporate best practices;

� The Public Policy Committee oversees policy and regulatory risk, as well as risks in the areas of safety and
environmental compliance, through an ongoing dialog with management regarding developments on these
topics and by monitoring the Company�s progress and maintenance of the Clean World Initiative;
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� Operational risk management is overseen by the Compensation Committee with respect to attracting, retaining
and motivating talented employees and by tying compensation awards to actual performance;

� The Technology Committee also plays a role in operational risk management, and oversees risk associated with
managing existing technology and developing new technology to enhance and protect the Company�s
competitive advantage;
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� The Finance and Audit Committees play key roles in the oversight of financial and market risk, currency risk,
liquidity and tax risk; and

� Overall ethics, policy and compliance risk is also overseen by the Audit Committee.

Separation of the Roles of Chairman and Chief Executive Officer

For the last seven years, the Company has maintained a separation of the roles of Chairman and Chief Executive
Officer. The Chairman has held the role of overseeing the Board and working with and providing guidance to the
Chief Executive Officer on the Company�s overall strategic objectives and risk management. The Chairman of the
Nominating and Governance Committee will act as Lead Director in the event of a potential conflict of interest
involving the Chairman. In addition to being the primary liaison with the Chairman and the Board, the Chief
Executive Officer�s role is to directly oversee the day-to-day operations of the Company, lead and manage the senior
management of the Company and implement the strategic plans, risk management and policies of the Company. The
Chairman and Chief Executive Officer work closely together to ensure that critical information flows to the full
Board, that discussions and debate of key business issues are fostered and afforded adequate time and consideration,
that consensus on important matters is reached and decisions, delegation of authority and actions are taken in such a
manner as to enhance the Company�s businesses and functions. While the Board of Directors believes that the
separation of these two roles currently best serves the Company and its stockholders, it recognizes that combining
these roles may be appropriate in the future if circumstances change.

Executive Sessions of Non-Management Directors and Independent Directors

The non-management directors of the Board meet regularly in executive sessions without our management present.
The independent directors also meet on occasion or as necessary in executive session. Our Lead Director will serve as
the Chair of each executive session of independent directors in the event of any potential conflict of interest with our
Chairman. Stockholders wishing to communicate with the independent directors may contact them by writing to:
Independent Directors, c/o Corporate Secretary, Covanta Holding Corporation, 445 South Street, Morristown. New
Jersey 07960. Any such communication will be promptly distributed by the Corporate Secretary to the individual
director or directors named in the communication in the same manner as described below in �Communications with the
Board.�

Communications with the Board

Stockholders and other interested parties can send communications to one or more members of the Board by writing
to the Board or to specific directors or group of directors at the following address: Covanta Holding Corporation
Board of Directors, c/o Corporate Secretary, Covanta Holding Corporation, 445 South Street, Morristown. New Jersey
07960. Any such communication will be promptly distributed by the Corporate Secretary to the individual director or
directors named in the communication or to all directors if the communication is addressed to the entire Board.

Compensation of the Board

On an annual basis, at the Annual Meeting of Stockholders at which directors are elected, each non-employee director
is awarded 4,500 shares of restricted stock, which vest as follows: one-third vest upon the grant of the award,
one-third will vest one year after the date of grant and the final one-third of the restricted stock will vest two years
after the date of grant. Mr. Barse waived his right to receive equity awards for 2010 and has indicated his intention to
waive his right to receive equity compensation in 2011. Non-employee directors also will receive an annual fee of
$30,000. The Chairman of the Board will receive an additional annual fee of $15,000. In addition, the chairs of the
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Audit Committee and Compensation Committee will each receive an additional annual fee of $10,000 for such service
and the chair of each of the other committees of the Board, including without limitation, the Nominating and
Governance Committee, the Finance Committee, the Public Policy Committee and the Technology Committee will be
entitled to receive an additional annual fee of $5,000 for such service. Non-employee directors will be entitled to
receive a meeting fee of $2,000 for each Audit Committee meeting and $1,500 for each other
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committee meeting they attend. Directors who are appointed at a date other than the Annual Meeting will be entitled
to receive a pro rata portion of the annual director compensation.

The following table sets forth the compensation paid to each of our non-employee directors for the year ended
December 31, 2010 and reflects their committee chair positions during that period.

Director Compensation for 2010

Fees Earned or Stock Option
Paid in Cash Awards(2) Awards(3) Total

Name(1) ($) ($) ($) ($)

David M. Barse(4) $ 56,000 � � $ 56,000
Ronald J. Broglio $ 45,500 $ 73,755 $ 20,001 $ 139,256
Peter C.B. Bynoe $ 47,000 $ 73,755 $ 20,001 $ 140,756
Linda J. Fisher $ 47,000 $ 73,755 � $ 120,755
Joseph M. Holsten $ 42,500 $ 73,755 � $ 116,255
Richard L. Huber(5) $ 20,984 � $ 20,001 $ 40,985
William C. Pate $ 66,000 $ 73,755 $ 40,002 $ 179,757
Robert S. Silberman $ 61,000 $ 73,755 � $ 134,755
Jean Smith $ 44,000 $ 73,755 $ 20,001 $ 137,756
Clayton Yeutter(5) $ 14,984 � $ 20,001 $ 34,985
Samuel Zell $ 45,000 $ 73,755 $ 20,001 $ 138,756

(1) As an employee, Mr. Orlando is not entitled to additional compensation for serving as a member of the Board or
any committee of the Board. See the �Summary Compensation Table� for his compensation information.

(2) Each non-employee director, except for Mr. Barse, who declined to receive any non-cash compensation, and
Messrs. Huber and Yeutter, who retired from the Board effective at our 2010 Annual Meeting of Stockholders,
received an award of 4,500 shares of restricted stock on May 6, 2010 that had a grant date fair value of $16.39
per share, as computed in accordance with Financial Accounting Standards Board Accounting Standards
Codification Topic 718, �Compensation � Stock Compensation,� referred to in this proxy statement as �FASB ASC
Topic 718.� The grant date fair value is computed using the closing price of shares on the grant date. For a
discussion of valuation assumptions, see Note 19 to our consolidated financial statements included in our Annual
Report on Form 10-K for the year ended December 31, 2010. Set forth below is the total number of shares of
unvested restricted stock that each non-employee director has been granted in his or her role as a director as of
December 31, 2010, as well as the shares of restricted stock which vested during 2010.

Number of Restricted
Number of Unvested Stock Awards Vested

Restricted Stock
Awards During Fiscal Year

Held as of
December 31, Ended December 31,

Director 2010(a)(b) 2010
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David M. Barse � �
Ronald J. Broglio 4,938 4,500
Peter C.B. Bynoe 4,938 4,500
Linda J. Fisher 4,938 4,500
Joseph M. Holsten 4,938 3,000
Richard L. Huber 1,646 4,500
William C. Pate 4,938 4,500
Robert S. Silberman 4,938 4,500
Jean Smith 4,938 4,500
Clayton Yeutter 1,646 3,000
Samuel Zell 4,938 4,500
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a. For each director except Messrs. Barse, Huber and Yeutter, 1,646 shares of restricted stock vest on each of
May 6, 2011 and 2012 and May 7, 2011. For Messrs. Huber and Yeutter, 1,646 shares of restricted stock vest on
May 7, 2011. Unvested restricted stock includes shares received as a result of the special dividend paid on July
20, 2010 with respect to unvested shares of restricted stock.

b. Notwithstanding the vesting schedule attached to such restricted stock awards granted in 2010, all such restricted
stock awards were considered to be vested for purposes of FASB ASC Topic 718.

(3) No stock options were granted to non-employee directors in 2010. The per share exercise price of certain
outstanding options was reduced by $1.50, the amount of the per share special dividend paid by us on July 20,
2010. This adjustment, which was permitted under the terms of our equity award plan for directors, was made by
the Compensation Committee in order to preserve the intended benefit of our plan. The amount shown in the
table represents the change in fair value of the options immediately before and after the adjustment as computed
in accordance with FASB ASC Topic 718. The change in fair value is computed using the Black Scholes option
pricing model and includes assumptions about the expected life and stock price volatility. Set forth below is the
total number of stock option awards made to each non-employee director in his or her role as a director that were
outstanding as of December 31, 2010.

Number of Stock Options
Outstanding as of December 31,

Director 2010(a)

David M. Barse �
Ronald J. Broglio 13,334
Peter C.B. Bynoe 13,334
Linda J. Fisher �
Joseph M. Holsten �
Richard L. Huber 13,334
William C. Pate 26,668
Robert S. Silberman �
Jean Smith 13,334
Clayton Yeutter 13,334
Samuel Zell 13,334

a. For each of the directors except Mr. Barse, Ms. Fisher, Mr. Holsten and Mr. Silberman, 13,334 of their options
are exercisable at $11.40 per share. For Mr. Pate, 13,334 of his options are exercisable at $5.93 per share.

(4) Mr. Barse waived his right to receive equity awards for 2010.

(5) Messrs. Huber and Yeutter retired from the Board effective as of the 2010 Annual Meeting of Stockholders held
on May 6, 2010.

Director Stock Ownership Guidelines

Our Board believes that it is important for all of our directors to acquire and maintain a significant equity ownership
position in our company. Accordingly, we have established stock ownership guidelines for our directors in order to
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specifically identify and align the interests of our directors with our stockholders. Accordingly, each director is
required under our guidelines to hold at least 15,000 shares of our common stock. Directors are given five years to
reach their target ownership levels and given that a majority of each director�s annual compensation is in the form of
restricted stock vesting over a period of time, our guidelines provide that credit is given for unvested restricted stock
holdings toward individual targets.

Policies on Business Conduct and Ethics

We have a Code of Conduct and Ethics for Senior Financial Officers and a Policy of Business Conduct. The Code of
Conduct and Ethics applies to our Chief Executive Officer, Chief Financial Officer, Chief Accounting Officer,
Controller or persons performing similar functions. The Policy of Business Conduct applies to all of our, and our
subsidiaries�, directors, officers and employees. Both the Code of Conduct and Ethics and the Policy of
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Business Conduct are available on our website at www.covantaholding.com and copies may be obtained by writing to
our Vice President of Investor Relations at our principal executive offices.

PROPOSAL NO. 1

ELECTION OF DIRECTORS

The Board is currently comprised of ten directors. The Board, at the recommendation of the Nominating and
Governance Committee, has nominated each of the following ten individuals to serve as a director for a term of one
year:

David M. Barse
Ronald J. Broglio
Peter C.B. Bynoe
Linda J. Fisher
Joseph M. Holsten
Anthony J. Orlando
William C. Pate
Robert S. Silberman
Jean Smith
Samuel Zell

Each of the nominees currently serves as a member of the Board. If elected at this year�s Annual Meeting, each
nominee will serve until the date of next year�s Annual Meeting or until his or her successor has been elected and
qualified. Each nominee provides a depth of knowledge, experience and diversity of perspective to facilitate
meaningful participation and, through service on the Board, satisfy the needs of the Company and its stockholders.

Each nominee has consented to serve as a member of the Board if re-elected for another term. Nevertheless, if any
nominee becomes unable to stand for election (which is not anticipated by the Board), each proxy will be voted for a
substitute designated by the Board or, if no substitute is designated by the Board prior to or at the Annual Meeting, the
Board will act to reduce the membership of the Board to the number of individuals nominated.

There is no family relationship between any nominee and any other nominee or any executive officer of ours. The
information set forth below concerning the nominees has been furnished to us by the nominees.

The Board recommends that you vote �FOR� the election of each of the above named nominees to the Board.
Proxies solicited by the Board will be voted �FOR� the election of each of the nominees named above unless
instructions to the contrary are given.

Our Directors

David M. Barse has served as a director since 1996 and is Chairman of the Finance Committee and a member of the
Compensation Committee. Mr. Barse�s one-year term as a director will expire at the next Annual Meeting. Mr. Barse
served as our President and Chief Operating Officer from July 1996 until July 24, 2002. Since February 1998,
Mr. Barse has served as President and, since June 2003, Chief Executive Officer of Third Avenue, an investment
adviser to mutual funds, private funds, solo-advised funds and separately managed accounts. From April 1995 until
February 1998, Mr. Barse served as the Executive Vice President and Chief Operating Officer of Third Avenue Trust
and its predecessor, Third Avenue Value Fund, Inc., before assuming the position of President in May 1998 and Chief
Executive Officer in September 2003. In 2001, Mr. Barse became Trustee of both the Third Avenue Trust and Third
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Avenue Variable Series Trust, and he continues to serve in that capacity. Since June 1995, Mr. Barse has been the
President and, since July 1999, Chief Executive Officer of MJ Whitman LLC and its predecessor, a full service broker
dealer. Mr. Barse joined the predecessor of MJ Whitman LLC and Third Avenue in December 1991 as General
Counsel. Mr. Barse also presently serves as a Trustee of Brooklyn Law School and as a director of Manifold Capital
Corp. (formerly American Capital Access Holdings, Inc.), a privately held financial services company. Mr. Barse�s
in-depth institutional knowledge of the Company�s business, dating back more than 15 years and his prior role as
President and Chief Operating Officer, his legal background and experience in investing in companies in a range of
sectors, provide a direct benefit to the Board and our stockholders. Mr. Barse is 48 years old.
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Ronald J. Broglio has served as a director since October 2004 and is Chairman of the Technology Committee and a
member of the Nominating and Governance Committee. Mr. Broglio�s one-year term as a director will expire at the
next Annual Meeting. Mr. Broglio has been the President of RJB Associates, a consulting firm specializing in energy
and environmental solutions, since 1996. Mr. Broglio was Managing Director of Waste to Energy for Waste
Management International Ltd. from 1991 to 1996. Prior to joining Waste Management, Mr. Broglio held a number of
positions with Wheelabrator Environmental Systems Inc. from 1980 through 1990, including Managing Director,
Senior Vice President � Engineering, Construction & Operations and Vice President of Engineering & Construction.
Mr. Broglio served as Manager of Staff Engineering and as a staff engineer for Rust Engineering Company from 1970
through 1980. Mr. Broglio has more than 30 years of experience in the waste and energy-from-waste industries, and
has an in-depth technical knowledge of combustion systems, complimentary technologies, and the engineering
associated with our business. In these areas, as well as his management experience in the waste and
energy-from-waste sectors both in the Americas and in Europe, he provides valuable insight to management and the
Board. Mr. Broglio is 70 years old.

Peter C.B. Bynoe has served as a director since July 2004 and is Chairman of the Nominating and Governance
Committee and is a member of the Compensation Committee. Mr. Bynoe�s one-year term as a director will expire at
the next Annual Meeting. As of February 2009, Mr. Bynoe became partner and Chief Operating Officer of Loop
Capital LLC, a full-service investment banking firm based in Chicago, where he had been Managing Director since
February 2008. Mr. Bynoe also currently serves as Senior Counsel to the law firm of DLA Piper US, LLP, which he
joined as a partner in 1995. Mr. Bynoe has been a principal of Telemat Ltd., a consulting and project management
firm, since 1982. Mr. Bynoe is a director of Frontier Communications Corporation (formerly known as Citizens
Communication Corporation), a telephone, television and internet service provider and was formerly a director of
Rewards Network Inc., a provider of credit card loyalty and rewards programs. The Board benefits from Mr. Bynoe�s
extensive legal and financial expertise, his background in infrastructure projects, his public sector service and his
extensive knowledge of public policy issues. Mr. Bynoe�s service as a board member for other public and private
companies also enables him to provide valuable insight and perspective on governance matters. Mr. Bynoe is 60 years
old.

Linda J. Fisher has served as a director since December 2007 and is Chair of the Public Policy Committee and a
member of the Nominating and Governance Committee. Ms. Fisher�s one-year term as a director will expire at the next
Annual Meeting. Ms. Fisher has been Vice President, Safety, Health and Environment and Chief Sustainability
Officer at E.I. du Pont de Nemours and Company (�DuPont�) since 2004. Prior to joining DuPont, Ms. Fisher was
Deputy Administrator of the United States Environmental Protection Agency. Ms. Fisher also serves as a director of
the Environmental Law Institute, an independent, non-partisan environmental education and policy research center, as
a trustee of The National Parks Foundation, the only national charitable partner of America�s national parks, as a
director of RESOLVE, a public policy dispute resolution organization, and as a director of Resources for the Future, a
nonprofit, non-partisan organization that conducts independent research on environmental, energy and natural
resource issues. Ms. Fisher�s background at the United States Environmental Protection Agency and her current
position as Chief Sustainability Officer, with responsibility over safety and environmental compliance at DuPont,
provide to management and the Board valuable insight into the regulatory and policy developments affecting the
Company�s business. In addition, Ms. Fisher provides valuable expertise and guidance on how we think about
investing in sustainability, through our Clean World Initiative, to grow our business, and in expanding our emphasis
on safety as a core value. Ms. Fisher�s depth of knowledge in matters relating to the environment and public policy add
to the Board�s breadth and further enhance our ability to improve and build upon the Clean World Initiative. Ms. Fisher
is 58 years old.

Joseph M. Holsten has served as a director since May 2009 and is a member of the Audit Committee and the
Technology Committee. Mr. Holsten�s one-year term as a director will expire at the next Annual Meeting. Mr. Holsten
has served as Vice Chairman of the Board since November 2010 and Co-Chief Executive Officer of LKQ Corporation
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(�LKQ�), the leading provider of recycled and aftermarket parts in the U.S., since January 2011. Prior to this
Mr. Holsten was Chief Executive Officer and a director of LKQ from November 1998 to December 2010. Mr. Holsten
also serves as a director of LKQ. Prior to joining LKQ, Mr. Holsten held various positions of increasing responsibility
with the North American and International operations of Waste Management, Inc. for approximately 17 years. From
February 1997 until July 1998, Mr. Holsten served as Executive Vice President and Chief Operating Officer of Waste
Management, Inc. From July 1995 until February 1997, he served as Chief
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Executive Officer of Waste Management International, plc. Prior to working for Waste Management, Inc.,
Mr. Holsten was a staff auditor at a public accounting firm. Mr. Holsten�s experience in the waste industry, in both
domestic and international markets, combined with his knowledge of commodities markets, provides the Board with
valuable insight and perspective on industry specific issues. In addition, as a chief executive officer of a public
company, Mr. Holsten brings valuable perspective to management on a range of issues, as well as a deep financial
expertise and understanding. Mr. Holsten is 58 years old.

Anthony J. Orlando has served as our President and Chief Executive Officer since October 2004. He has served as a
director since September 2005 and is a member of the Finance Committee, the Public Policy Committee and the
Technology Committee. Mr. Orlando�s one-year term as a director will expire at the next Annual Meeting. Previously,
Mr. Orlando had been President and Chief Executive Officer of Covanta Energy since November 2003. From March
2003 to November 2003, Mr. Orlando served as Senior Vice President, Business and Financial Management of
Covanta Energy. From January 2001 until March 2003, Mr. Orlando served as Covanta Energy�s Senior Vice
President, Waste-to-Energy. Mr. Orlando joined Covanta Energy in 1987. Mr. Orlando�s extensive first-hand
knowledge and experience with the Company and the industry provides the Board with a greater understanding of all
aspects of the Company�s business. Mr. Orlando is 51 years old.

William C. Pate has served as a director since 1999 and is Chairman of the Audit Committee and a member of the
Finance Committee and the Public Policy Committee. Mr. Pate�s one-year term as a director will expire at the next
Annual Meeting. He was our Chairman of the Board from October 2004 through September 2005. Mr. Pate is
Managing Director of EGI, a privately-held investment firm. Mr. Pate has been employed by EGI or its predecessor in
various capacities since 1994. Mr. Pate also serves as a director of Exterran Holdings, Inc., a natural gas compression
company, and was formerly a director of Adams Respiratory Therapeutic, Inc., a specialty pharmaceutical company,
and MiddleBrook Pharmaceuticals, Inc., a biopharmaceutical company. Mr. Pate�s intimate familiarity with all aspects
of capital markets, financial transactions and investing in a range of business in domestic and numerous international
markets, provides value and informed perspective to management and the Board. His experience as a board member
of other public and private companies provides additional perspective on governance issues. Mr. Pate is 47 years old.

Robert S. Silberman has served as a director since December 2004 and is the Chairman of the Compensation
Committee and a member of the Finance Committee. Mr. Silberman�s one-year term as a director will expire at the
next Annual Meeting. Mr. Silberman has been Chairman of the Board of Directors of Strayer Education, Inc. since
February 2003 and its Chief Executive Officer since March 2001. Strayer Education, Inc. is an education services
company, whose main operating asset, Strayer University, is a leading provider of graduate and undergraduate degree
programs focusing on working adults. From 1995 to 2000, Mr. Silberman held several senior positions, including
President and Chief Operating Officer of CalEnergy Company, Inc., an independent energy producer. Mr. Silberman
has also held senior positions within the U.S. Department of Defense, including Assistant Secretary of the Army.
Mr. Silberman is a member of the Council on Foreign Relations, a nonpartisan resource for information and analysis
on foreign relations. He also serves on the Board of Trustees of the Philips Exeter Academy and on the Board of
Visitors of The Johns Hopkins University School of Advanced International Studies. Mr. Silberman was previously a
director of Surgis, Inc., an ambulatory surgery center and surgical services company and New Page Holding
Corporation, a paper manufacturer. Mr. Silberman�s positions as chief executive officer and board member of public
companies, coupled with his background in energy, project development and the public sector, combine to provide
valuable insight and perspective to both the Board and management. Mr. Silberman is 53 years old.

Jean Smith has served as a director since December 2003 and is a member of the Audit Committee and the
Nominating and Governance Committee. Ms. Smith�s one-year term as a director will expire at the next Annual
Meeting. Ms. Smith is a Managing Director of Gordian Group, LLC, an independently owned investment bank. From
2006 through 2008 Ms. Smith served as Managing Director of Plainfield Asset Management LLC, an investment
manager for institutions and high net worth individuals. Ms. Smith previously held the position of President of Sure
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Fit Inc., a home textiles company, from 2004 to 2006 and was a private investor and consultant on various special
situation projects from 2001 to 2004. Ms. Smith has more than 25 years of investment and international banking
experience, having previously held the position of Managing Director of Corporate Finance for U.S. Bancorp Libra
and senior positions with Bankers Trust Company, Citicorp Investment Bank, Security
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Pacific Merchant Bank and UBS Securities. Ms. Smith was originally recommended to the Board in 2003 by a
significant stockholder to be an independent director. Ms. Smith brings a range of extensive and diverse financial and
business experience to the Board, including in the areas of capital markets, investment management, and operations
and business management in both domestic and international markets. Ms. Smith is 55 years old.

Samuel Zell has served as our Chairman of the Board since September 2005, and had also previously served as a
director from 1999 to 2004, as our President and Chief Executive Officer from July 2002 to April 2004 and as our
Chairman of the Board from July 2002 to October 2004. Mr. Zell�s one-year term as our Chairman and as a director
will expire at the next Annual Meeting. Mr. Zell has served as Chairman of EGI since 1999, and had been Chairman
of its predecessor, Equity Group Investments, Inc., for more than five years. Mr. Zell has been the Chairman of
Tribune Company, a media company, since December 2007 and served as its Chief Executive Officer from December
2007 until December 2009. In December 2008, the Tribune Company filed for protection under Chapter 11 of the
Bankruptcy Code. Until its sale in September 2007, Mr. Zell was a trustee and Chairman of the Board of Trustees of
Equity Office Properties Trust, an equity real estate investment trust, commonly known as a �REIT,� primarily focused
on office buildings, since October 1996, was its Interim President from April 2002 until November 2002 and was its
Interim Chief Executive Officer from April 2002 until April 2003. For more than the past five years, Mr. Zell has
served as Chairman of the Board of Directors of Anixter International, Inc., a global distributor of electrical and cable
systems; Chairman of the Board of Directors of Equity Lifestyle Properties, Inc. (previously known as Manufactured
Home Communities, Inc.), an equity REIT primarily engaged in the ownership and operation of manufactured home
resort communities; Chairman of the Board of Trustees of Equity Residential, an equity REIT that owns and operates
multi-family residential properties; and Chairman of the Board of Directors of Capital Trust, Inc., a specialized
finance company. Mr. Zell was previously Chairman of the Board of Rewards Network, Inc., a provider of credit card
loyalty and rewards programs. Mr. Zell�s financial sophistication, extensive investment and management experience
and dynamic business and strategic expertise significantly augments the Board in substantially every aspect of its
functionality. Mr. Zell is 69 years old.

PROPOSAL NO. 2

RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Audit Committee has appointed Ernst & Young LLP, an independent registered accounting firm, as our
independent auditors to audit our consolidated financial statements for the year ending December 31, 2011, subject to
ratification of the appointment by our stockholders. During the 2010 fiscal year, Ernst & Young LLP served as our
independent auditors and also provided certain tax and audit-related services. We have been advised by Ernst &
Young LLP that neither it nor any of its members has any direct or indirect financial interest in us.

Although we are not required to seek stockholder ratification of this appointment, the Audit Committee and the Board
believe it to be sound corporate practice to do so. If the appointment is not ratified, the Audit Committee will
investigate the reasons for stockholder rejection and the Audit Committee will reconsider the appointment.
Representatives of Ernst & Young LLP are expected to attend the Annual Meeting where they will be available to
respond to appropriate questions and, if they desire, to make a statement.

The Audit Committee recommends a vote �FOR� the ratification of the appointment of Ernst & Young LLP as
our independent auditors. Proxies solicited by the Board will be voted �FOR� the ratification of the appointment
of Ernst & Young LLP as our independent auditors unless instructions to the contrary are given.
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PROPOSAL NO. 3

ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted in July 2010, requires that we provide our
stockholders with the opportunity to vote to approve, on a non-binding, advisory basis, the compensation of our
named executive officers as disclosed in this proxy statement in accordance with the compensation disclosure rules of
the Securities and Exchange Commission.

As described in detail under �Executive Compensation � Compensation Discussion and Analysis,� the objective of
compensation arrangements with our named executive officers is to motivate and reward them for creating long-term
stockholder value by effectively operating our existing business and executing our strategic growth initiatives. Our
compensation programs are generally broad-based and do not include either tax reimbursements or perquisites for our
executive officers. In 2010, we adopted a new compensation structure for named executive officers to ensure that a
significant portion of compensation opportunities are directly related to creating growth opportunities, while also
rewarding operating performance, including safety, health and environmental performance, financial performance and
advancing our Clean World Initiative. At the same time, these new incentives incorporate structural limits to prevent
excessive leverage and risk-taking. Cash incentive compensation will be more heavily weighted on current year
safety, health and environmental performance and financial performance measures. Equity incentive compensation
will be more heavily based upon achieving growth objectives, including the introduction of new awards based solely
upon acquisitions or development projects to drive our growth, subject to clawback provisions if the expected benefits
are less than originally anticipated. As a result, the compensation of named executive officers will have more
variability based upon successfully achieving specific growth objectives. See the �Executive Summary� under �Executive
Compensation � Compensation Discussion and Analysis� for further information on key points of the Company�s 2010
named executive officer compensation.

The vote on this resolution is not intended to address any specific element of compensation; rather, the vote relates to
the overall compensation of our named executive officers, as described in this proxy statement in accordance with the
compensation disclosure rules of the Securities and Exchange Commission. The vote is advisory, which means that
the vote is not binding on the Company, the Board or the Compensation Committee. But we value the opinions
expressed by our stockholders and the Board and the Compensation Committee will take the results of the vote into
account in future compensation decisions.

We ask our stockholders to vote on the following resolution at the Annual Meeting:

�RESOLVED, that the Company�s stockholders approve, on an advisory basis, the compensation of the named
executive officers, as disclosed in the Company�s Proxy Statement for the 2011 Annual Meeting of Stockholders
pursuant to the compensation disclosure rules of the Securities and Exchange Commission, including the
Compensation Discussion and Analysis, the 2010 Summary Compensation Table and the other related tables and
disclosure.�

The Board recommends that you vote �FOR� the approval of the compensation of our named executive officers,
as disclosed in this proxy statement. Proxies solicited by the Board will be voted �FOR� the approval of the
compensation of our named executive officers unless instructions to the contrary are given.

PROPOSAL NO. 4
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ADVISORY VOTE ON THE FREQUENCY OF
THE ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Dodd-Frank Wall Street Reform and Consumer Protection Act also provides that stockholders must be given the
opportunity to vote, on a non-binding, advisory basis, for their preference as to how frequently we should seek future
advisory votes on the compensation of our named executive officers as disclosed in accordance with the compensation
disclosure rules of the Securities and Exchange Commission, which we refer to as an advisory vote on executive
compensation. By voting with respect to this Proposal No. 4, stockholders may indicate whether they
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would prefer that we conduct future advisory votes on executive compensation once every one, two, or three years.
Stockholders may also, if they wish, abstain from casting a vote on this proposal.

Our Board has determined that an advisory vote on executive compensation that occurs once every three years is the
most appropriate alternative for the Company and therefore our Board recommends that you vote for a three-year
interval for the advisory vote on executive compensation. In determining to recommend that stockholders vote for a
frequency of once every three years, the Board considered how an advisory vote at this frequency will provide our
stockholders with sufficient time to evaluate the effectiveness of our overall compensation philosophy, policies and
practices in the context of our long-term business results for the corresponding period, while avoiding over-emphasis
on short-term variations in compensation and business results. An advisory vote occurring once every three years will
also permit our stockholders to observe and evaluate the impact of any changes to our executive compensation
policies and practices which have occurred since the last advisory vote on executive compensation.

The Company recognizes that the stockholders may have different views as to the best approach for the Company, and
therefore we look forward to hearing from our stockholders as to their preferences on the frequency of an advisory
vote on executive compensation. Because this vote is advisory it will not be binding on the Company or our Board.

The proxy card provides stockholders with the opportunity to choose among four options (holding the vote every one,
two or three years or abstaining) and, therefore, stockholders will not be voting to approve or disapprove the Board�s
recommendation.

The Board recommends that you choose �THREE YEARS� on the ballot as the frequency for the advisory vote
on executive compensation. Proxies solicited by the Board will be voted as �THREE YEARS� as the preferred
frequency for the advisory vote on executive compensation unless instructions to the contrary are given.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Executive Summary and Overview

Executive Summary

We are one of the world�s largest owners and operators of infrastructure for the conversion of waste to energy (known
as �energy-from-waste� or �EfW�), as well as other waste disposal and renewable energy production businesses.
Energy-from-waste serves two key markets as both a sustainable waste disposal solution that is environmentally
superior to landfilling and as a source of clean energy that reduces overall greenhouse gas emissions and is considered
renewable under the laws of many states and under federal law. Our facilities are critical infrastructure assets that
allow our customers, which are principally municipal entities, to provide an essential public service. Maintaining this
reputation and continuing to position us for future success requires high caliber talent to protect and grow our business
in support of our goal of producing superior financial returns for our stockholders. We designed our executive
compensation program to provide a competitive and internally equitable compensation and benefits package that
reflects individual and company performance, job responsibilities, and the strategic value of our market position and
reputation while ensuring long-term retention and motivation.

Other than our recently appointed Chief Financial Officer, each of the named executive officers is a longstanding
member of our management. As a result, our named executive officers are especially knowledgeable about our
business and our industry and thus particularly valuable to us and our stockholders as we continue to manage through
dynamic market, economic and regulatory environments.

Our objective for named executive officer compensation is consistent with our objective for our business � to create
long-term stockholder value. We have designed our compensation arrangements with our named executive officers to
motivate and reward them for creating long-term value by effectively operating our existing business and executing
our strategic growth initiatives. We have created incentives for them to remain as productive long-term employees, to
lead our strategic growth initiatives, to manage effectively our businesses and related risks, to drive financial
performance and generally to align their interests with those of our stockholders. We have also structured our
compensation programs for named executive officers to place a meaningful portion of their compensation �at risk� and
subject to satisfaction of both objective and subjective performance measures and targets, with greater relative
percentages for the most senior officers to reflect their respective areas and levels of responsibility for our
performance. In addition, we expect that there will be greater volatility in compensation on a year-to-year basis based
upon our success each year in closing acquisitions or breaking ground on new projects. Predominantly due to the grant
in 2010 of new growth-based equity awards, which we refer to as �Growth Equity Awards�, approximately 76% of our
Chief Executive Officer�s compensation in 2010 was in the form of equity (both Growth Equity Awards and restricted
stock awards) compared with approximately 33% in 2009 (solely restricted stock awards), while the equity portion of
compensation for our other named executive officers ranged (excluding Messrs. Pytosh, Khattri and Bucks � none of
whom served as Chief Financial Officer for the full year) from 76% to 79% in 2010 (both Growth Equity Awards and
restricted stock awards), compared to a range of 36% to 40% in 2009 (solely restricted stock awards).

We believe that compensation programs should be broadly-based and equitable. Accordingly, 366 employees
participate in the Long-Term Incentive Plan, ranging from certain Managers, Engineers and Supervisors to the Chief
Executive Officer. In addition, none of our named executive officers have an employment agreement, nor are they
entitled to receive tax reimbursements or perquisites.
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Consistent with our objective, the compensation paid to our named executive officers has reflected our performance
over the past several years. Below we provide a more detailed explanation of the compensation and benefit programs
for our named executive officers, including a description of our philosophy, plans and processes.

2010 Compensation Highlights

After extensive review and consideration, in 2010 we adopted a new compensation structure for our named executive
officers intended to create economic incentives to achieve operating performance goals in the areas of safety and
environmental compliance which we refer to as �Safety, Health and Environmental� (�SHE�), financial
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goals and to successfully implement our strategic growth plans while at the same time imposing structural limits on
excessive leverage and risk-taking. The new compensation structure also was designed to provide simplicity and a
clearer �line of sight� to employees. Cash incentive compensation will be more heavily weighted on current year SHE
performance and financial performance measures. Equity incentive compensation will be more heavily based upon
achieving growth objectives, including the introduction of new Growth Equity Awards based solely upon acquisitions
or development projects to drive our growth. As a result, the compensation of our named executive officers will have
much more variability based upon successfully achieving specific growth objectives.

The Compensation Committee believes that the revised program more closely ties the amount of compensation that
we pay to our named executive officers to the performance and goals of the business. Accordingly, we expect that one
result of the revised program would be that if our growth objectives are achieved and substantial stockholder value is
created, then incentive equity compensation levels for our named executive officers will provide substantial rewards;
conversely, if we operate our existing business effectively, but do not achieve growth-based objectives to create
stockholder value, then the compensation of our named executive officers will be meaningfully less than they have
historically received.

In order to assure that excessive leverage and risk-taking is not undertaken in seeking to achieve those growth
objectives, our invested cost of capital is taken into account in determining the value of awards granted and a very
substantial portion of incentive compensation will be paid in equity that will vest over time or, as in the case of the
new Growth Equity Awards, will not vest for at least three years and at vesting will be subject to a �clawback� based
upon actual performance and updated projections measured against original projections.

Compensation for the named executive officers in 2010 consisted of the following components:

� Competitive annual base salary;

� Annual cash bonus based upon performance and weighted equally among achieving objectives measured by:

� safety, health and environmental performance targets,

� corporate financial metrics, and

� growth and individual goal milestones approved by the Compensation Committee;

� Annual restricted stock grants largely tied to achievement of growth milestones vesting ratably over three years
based upon time only and based upon an expanded range of award size than has historically been the case; and

� Growth-based restricted stock units tied to specific value-creating activities, such as acquisitions or
development projects.

2010 Performance Highlights

For the twelve months ended December 31, 2010, total operating revenues increased 14% to $1.6 billion from
$1.4 billion in 2009 due to additional businesses acquired, higher metals revenues and higher construction revenues,
partially offset by the impact of contract transitions, further weakness in power pricing and continued softness in spot
waste disposal pricing. For 2010, net cash provided from operating activities was $397 million, down slightly from
$402 million generated in 2009. Strong operating performance and the acquired businesses were key contributors to
this growth, along with a positive $21 million working capital movement. The working capital movement is expected
to be largely reversed during 2011 and 2012. Finally, during 2010, the Company utilized its strong cash flow and cash
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on hand to: return $328 million to shareholders; invest $130 million to complete the acquisition of the Veolia
businesses; and pay down $177 million of debt.

As discussed more fully below, in February 2010, we granted significant Growth Equity Awards to named executive
officers in consideration for the successful acquisition of the businesses and �breaking ground� on several significant
development projects. As a result, the compensation reported for each named executive officer in the Summary
Compensation Table below will generally be comparatively high for the years in which significant Growth Equity
Awards are made and comparatively low when such awards are not made.

19

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 41



Table of Contents

While the integration of the acquired businesses has been very successful, including the Veolia businesses and our
construction at the H-Power facility in Hawaii, we have encountered significant delays in connection with our
development efforts in Dublin, resulting in a write-off of capitalized costs at the end of 2010. Due to the structural
mechanisms incorporated into the awards, however, alignment of management�s interests with our stockholders is
maintained because the ultimate realization and vesting of those awards will be directly tied to the actual performance
and benefits to the Company of such acquisitions or development projects through the operation of the bring down
calculation and �clawback� provisions. For example, if the Dublin facility is ultimately not constructed, under the terms
of the award agreements awards granted with respect to such project will not vest.

Compensation Philosophy and Objectives

The Compensation Committee believes that a significant portion of annual and long-term compensation paid to named
executive officers should be closely aligned with our operating and financial performance on both a short-term and
long-term basis. The goal of our executive compensation programs is to provide our named executive officers with
compensation and benefits that are fair, reasonable and competitive in the marketplace. The programs are intended to
help us recruit and retain qualified executives, to generate growth while appropriately managing risks and to provide
rewards that are linked to performance while also aligning the interests of these individuals with those of our
stockholders.

Our incentive programs are generally broad-based. While providing specifically tailored incentives for our senior
management team, we have also retained our philosophy that in order to provide incentives across the organization,
our benefits programs must be broadly available to our officers and management-level employees. Accordingly, under
our long-term incentive plan we granted awards of restricted stock during 2010 to 366 participants up from 342
participants in 2009, 308 participants in 2008 and 234 participants in 2007. Participants in the long-term incentive
plan include employees ranging from certain managers, engineers and supervisors in our facilities to our senior
officers.

The Compensation Committee has the following objectives in designing the programs:

Performance

� The compensation and benefits we offer to named executive officers are structured to ensure that a significant
portion of compensation opportunities are directly related to our operating performance, including safety,
health and environmental performance, financial performance and the creation of growth opportunities that
directly and indirectly influence stockholder value. Incentive compensation awards are based in part on three
performance measures: (1) a company operating performance measure in the areas of safety and environmental
compliance which we refer to as the �SHE Performance Measure,� (2) a company financial measure which we
refer to as the �Financial Performance Measure,� and on (3) individually weighted performance measures
targeting growth which we refer to as the �Individual Growth Measures.�

� The SHE Performance Measure for 2010 consisted of a combination of criteria measuring improvements in
performance relative to safety, health and environmental matters.

� The Financial Performance Measure for 2010, as used in our cash incentive program, consisted of free cash
flow for all �corporate� officers and employees, including all named executive officers.

� Individual Growth Measures for both our cash incentive and equity incentive award programs in 2010
measured individual performance in the following four major categories as they relate to executing on our
growth strategy: (1) Clean World Initiative, (2) Americas, (3) Europe and (4) Asia. These categories were
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similar to the categories measured in 2009, as we continue to focus our attention on the development of clean
technologies, policies and market awareness of our business as a clean renewable energy source, and capital
allocation and financial statement strength to support our growth initiatives. The categories were also generally
chosen to reflect the way management views our business and the different areas of importance to us in order
to implement our business plan and enhance stockholder value. Within these major categories, individually
weighted business goals were established which were specific to each named executive officer reflecting their
respective areas of responsibility and their ability to influence or effect results in such areas.
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� Equity awards to reward performance consistent with our growth objectives, in the form of acquisitions closed
and new development and construction projects commenced, were significantly expanded in 2010 with the
introduction of Growth Equity Awards. These awards, which are only granted for demonstrated performance,
are determined in the discretion of the Compensation Committee by creating a �pool� based upon internal
calculations of the value of transactions closed and new development or expansion projects commenced using a
discounted cash flow analysis of such growth-based projects and an un-levered investment return. To focus the
rewards on actual performance, the growth-based equity awards generally are allocated at the discretion of the
Compensation Committee to the officers and employees responsible for such acquisitions or projects.

Our SHE Performance Measure, as well as a portion of our Individual Growth Measures, are tied to elements of our
Clean World Initiative, which is an umbrella program under which we are focused on continuous improvement to
safety and environmental performance, advancing clean technologies, and improving the awareness from a policy and
public awareness perspective of the benefits of EfW and our business generally.

Alignment

� In order to align the interests of our named executive officers with our stockholders, a significant component of
total compensation each year is in the form of equity awards. In addition to annual restricted stock grants and
Growth Equity Awards, from time to time we also may grant awards of stock options or other instruments tied
to stockholder value creation, vesting over a period of time or based upon our future performance in order to
provide additional long-term incentives. We did not grant any awards of stock options to any of our named
executive officers in 2010.

� We also have implemented stock ownership guidelines for our officers, including our named executive
officers, to create structural and objective means of assuring equity ownership and retention of shares of our
common stock in value equal to a specified multiple of their base salary, increasing with levels of
responsibility.

� Alignment with our stockholders is further enhanced by the proportionate clawback provisions incorporated
into the new Growth Equity Awards which, after a period of not less than three years, require a bring down
calculation of value upon vesting and a proportionate reduction in value of the award if the bring down value is
not equal to at least 95% of the initial calculated value.

Retention

� To create retention incentives, 100% of grants of restricted stock in 2010 and portions of our previously
granted equity awards are earned over a period ranging from three to five years, with vesting generally
conditioned upon the employee�s continued employment with us on the vesting date.

Competitiveness and Benchmarking

We generally compete for employees and officers with utility companies, independent energy companies, renewable
energy companies and waste disposal companies. We offer total compensation packages at levels we believe are
required to attract and retain qualified employees and officers, including named executive officers. In assessing
appropriate levels of total compensation and benefits, the Compensation Committee uses a variety of benchmarking
techniques and generally has compared our compensation levels to a market median. It has, in the past, with advice
from its compensation consultants (described more fully below) developed a �peer group� of selected companies with a
range of sizes in the waste, independent power and renewable energy industries for inclusion in surveys reviewed by
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the Compensation Committee. For 2010, in connection with developing baseline compensation levels in connection
with the introduction of the new growth-based compensation structure, the Compensation Committee created a new
peer group of the following companies in the businesses of environmental and facilities services, independent power
producers, oil and gas equipment and services and electric components and equipment that had comparable revenues
and/or market capitalizations: Alliant Energy Corporation; Allegheny Energy, Inc.; Teco Energy, Inc.; Pinnacle West
Capital Corporation; NSTAR Electric Company; Hawaiian Electric Industries, Inc.; Vectren Corporation; PNM
Resources, Inc.; Westar Energy, Inc.; Portland General Electric

21

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 45



Table of Contents

Company; Avista Corporation; Great Plains Energy, Inc.; DPL Inc.; Unisource Energy Corporation; and CH Energy
Group, Inc.

Role of Compensation Consultants

Neither we nor the Compensation Committee has any contractual relationship with any compensation consultant who
has a role in determining or recommending the amount or form of senior executive or director compensation.
Periodically, through our human resources department, we have discussed compensation matters with compensation
consultants at Frederic W. Cook & Co., Inc. These consultants have provided assistance in market intelligence and
information regarding compensation levels at comparable companies as well as providing assistance in structuring
some aspects of the framework (but not compensation levels) of the new growth-based awards program for the senior
management team.

Beginning in 2004, the Compensation Committee has periodically engaged its own independent compensation
advisors to provide assistance and advice in carrying out its duties, which advisors are currently at Towers Watson &
Co. (�Towers Watson�). These advisors, upon request by the Compensation Committee, have provided independent
compensation advice on various aspects of executive compensation, including the compensation payable to our
executive officers, reviewing compensation structures and recommendations presented by management and other
compensation matters. These advisors took their direction solely from, and provided their reports solely to, the
Compensation Committee. Billing by these advisors was provided directly to, and approved for payment by, the
Compensation Committee. Further formal written procedures were adopted and implemented to maintain the
independence of this relationship.

Use of Consultants in Analysis of 2010 Compensation

At the request of the Compensation Committee, Towers Watson assisted the Compensation Committee in constructing
a new customized peer group (identified above) in order to provide an additional benchmark of compensation levels to
assist the Compensation Committee in developing the new compensation structure for the named executive officers
implemented in 2010. The new compensation structure is focused on growth-based objectives and Towers Watson
reviewed the new growth-based equity award program on behalf of the Compensation Committee.

The Annual Compensation Process

Our annual compensation review is undertaken at the direction and under the supervision of the Compensation
Committee. Other than our Chief Executive Officer working with our Chief Financial Officer and Chief Human
Resources Officer, no executive officers are involved in making recommendations for executive officer compensation.
No officers are involved in determining director compensation. Following the review process, the Compensation
Committee discusses the review process and compensation determinations with the non-management members of the
Board, and approves the annual base salary, incentive cash award targets for the upcoming year, and incentive cash
awards for the prior year for the named executive officers.

At the same time, the Compensation Committee also approves:

� the targets for the SHE Performance Measure and the Financial Performance Measure for the Company
performance portion of the annual cash incentive awards;

� the growth objectives relating to the Individual Performance Measures for the individual performance portion
of the annual cash incentive awards;

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 46



� the form and amount or dollar value of equity awards; and

� the vesting criteria, including any performance-based criteria, and vesting dates for equity awards.

In the first quarter of each year, typically in February, the Compensation Committee reviews management�s
recommendations and our historical pay and performance information. The Compensation Committee�s review
includes approval of the value of restricted stock grants. Since 2008, it has been the Compensation Committee�s policy
to authorize and grant equity awards as of the date of the Board of Directors meeting at which such awards are
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ratified by the non-management members of the Board of Directors upon the recommendation of the Compensation
Committee, based upon the closing price of our common stock on the date of the award.

Periodically throughout the year, the Compensation Committee may discuss, as appropriate, the philosophy for the
overall compensation program, and decide whether changes should be made in program components or whether
special awards are appropriate or desirable during the year or for future periods. In this way, after extensive review
and careful consideration by the Compensation Committee and its advisors, we adopted structural changes to our
incentive equity awards program designed to improve alignment between management and our stockholders with
respect to the effective implementation of our growth strategy. Under this new program described more fully below,
beginning in 2010 Growth Equity Awards in the form of restricted stock units were awarded to the named executive
officers and other officers and employees who were directly responsible for specific value-creating transactions. These
and other changes were made to further align compensation with our commitment to continuously improve safety,
health and environmental performance; and to further align compensation related to growth with the creation of
long-term stockholder value.

In 2010, the Compensation Committee used historic awards and tally sheets to assist in analyzing the named executive
officers� total compensation and various elements of their compensation and benefits, as well as potential payments in
the event of a change in control. The tally sheets provided an additional macro level data point and long-term �check
and balance� to the compensation process, which is typically more focused on the micro level and annual aspects of the
individual components of compensation. The tally sheets also provided the Compensation Committee with
information regarding the wealth accumulation of our executive officers in the form of cumulative equity awards and
then current equity holdings. The Compensation Committee also examined equity wealth accumulation through its
review of the compliance by the named executive officers with their respective stock ownership guidelines. Although
the Compensation Committee has the authority to increase or decrease compensation based upon its review of tally
sheets, it did not change any compensation based upon its review of tally sheets in 2010.

Overview of 2010 Compensation Structure

After two years of review and consideration, in 2010 we adopted a new compensation structure for our named
executive officers intended to create economic incentives to achieve existing business SHE and financial goals and to
successfully implement our strategic growth plans while at the same time imposing structural limits on excessive
leverage and risk-taking. In order to assure that excessive leverage and risk-taking is not undertaken in seeking to
achieve those growth objectives, our invested cost of capital is taken into account in determining the value of awards
granted and a very substantial portion of incentive compensation will be paid in equity that will vest over time.
Further, in the case of the Growth Equity Awards, vesting will be subject to a �clawback� based upon actual
performance and updated projections measured against original projections.

Growth Equity Awards were granted at the discretion of the Compensation Committee based upon growth-based
acquisitions closed and development projects commenced. The amount of the awards were determined in the
discretion of the Compensation Committee by creating a �pool� based upon internal calculations of the value of
transactions and new development or expansion projects using a discounted cash flow analysis of such growth-based
projects. In order to prevent excessive leverage, the calculation of net present value was based on an un-levered
investment return. As determined by the Compensation Committee, in order to tie awards more directly to the officers
and employees responsible for such projects, the growth-based equity awards generally were allocated to the senior
management team, including all named executive officers; participating regional staff where the transaction or project
is located; and participating corporate staff.

Finally, to discourage excessive risk-taking behavior and to assure our stockholders that the performance of such
acquisitions and development projects achieved our projected value, vesting of such awards will not occur until a
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reasonably sufficient time has passed following the award (at least three years for acquisitions and after one year of
operations (but not less than three years) for a development project), at which time a �bring down� calculation of the
value will be made, and in the event that the bring down value is less than 95% of the original projected value
established at the time the award was granted, a proportionate clawback of vesting will be applied.
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Components of Total Compensation

Our compensation and benefits package for named executive officers consists of direct compensation and
company-sponsored benefit plans. Each component is designed to contribute to a total compensation package that is
competitive and appropriately performance-based, and to create incentives for our named executive officers that
coincide with our goals and intentions.

Direct Compensation

Direct compensation in 2010 consisted of a base salary and awards that were linked to performance comprised of an
annual incentive cash award and a long-term incentive equity award. Other than base salary, all elements of direct
compensation included a component that was directly linked to our performance. By creating these links, we seek to
achieve our objectives of performance-based, cost-effective compensation programs. There are no formulas to
determine annual base compensation. In addition, we may also consider various external factors, such as competition
for certain executive skills and internal needs, when setting annual base salaries as well as other components of total
compensation. For example, in order to fill vacancies or new positions, or retain certain individuals, we may offer
base salaries above the applicable market median. Further, named executive officers who have significant experience
and have demonstrated sustained superior performance over time also may have salaries or other elements of
compensation above the applicable market median.

Base Salary

� Purpose:  Base salary is designed to attract and retain experienced executives who can operate our business in
a manner to achieve our short-term and long-term business goals and objectives.

� Performance drivers:  While a named executive officer�s initial base salary is determined by an assessment of
competitive market levels, the major factor driving changes in such base salary will be that named executive
officer�s individual performance measured by his satisfaction of internal objectives specific to such named
executive officer and his assigned responsibilities.

� Other Factors:  In addition, we may also consider various external factors, such as competition for certain
executive skills and internal needs, when setting annual base salaries. Although we have historically granted
regular, annual merit-based salary increases to officers and salary adjustments as needed to reflect changes in
role, responsibility and the competitive environment, such increases are not automatic. Further, although we
also consider overall levels of compensation in making compensation decisions, and attempt to balance annual
base salary amounts with performance-based measures of compensation, such as incentive cash awards and
equity awards.

Performance-Based Awards

In order to align our compensation plan with the interests of our stockholders, we tie significant portions of our named
executive officers� compensation to our annual SHE and financial performance, as well as to the execution of our
growth strategy. In 2010, our performance-based awards program was revised to include an annual incentive cash
award, a long-term incentive equity award in the form of restricted stock vesting over a three year period and
discretionary Growth Equity Awards in the form of restricted stock units. The Compensation Committee believes that
under this compensation program, if our growth objectives are achieved and substantial stockholder value is created,
then our named executive officers will receive substantial incentive equity compensation awards; conversely, if we
operate our existing business effectively, but do not achieve growth-based objectives to create stockholder value, then
the compensation of our named executive officers will be less than they have historically received. In contrast, in
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previous years, targets for performance-based awards were set annually (subject to adjustment by the Compensation
Committee) and the named executive officers were entitled to target percentages of annual base salaries pursuant to
their employment agreements.

While long-term growth equity incentive awards were made in 2010 with respect to performance by our named
executive officers in 2009, no such awards were made in 2011 with respect to performance in 2010. Further, all of
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the employment agreements for executive officers were allowed to expire by their terms in October 2009 and were not
renewed.

Annual Incentive Cash Awards

� Purpose:  The annual incentive cash award is a non-equity incentive-based compensation component designed
such that a significant portion of a named executive officer�s annual compensation will be at risk and will vary
(up or down) in any given year based upon our performance and the performance of each such named
executive officer.

� Application of Performance Measures:  As noted above, annual cash bonus awards in 2010 for our named
executive officers were based upon performance and weighted equally among achieving objectives measured
by (1) performance under the SHE Performance Measure; (2) our actual free cash flow compared to the
Financial Performance Measure target for free cash flow; and (3) the individual performance of such officer
compared to various subjective Individual Growth Measures specific to such named executive officer, as
described more fully below.

� Target Bonus:  The Compensation Committee also set a �target� bonus level for each of the named executive
officers which was a stated percentage of such officer�s base salary. These target levels were 90% for the Chief
Executive Officer and 75% for the Chief Financial Officer*, and ranged from 60% to 75% for the other named
executive officers.

Safety, Health and Environmental (SHE) Performance Measure

For 2010, we measured the performance of our named executive officers by our satisfaction of a combination of goals
relating to improvements in performance with respect to job safety, compliance and air emissions and the introduction
a new safety program throughout the company entitled: �Safety Today and Everyday is Paramount � Unleash the Power�
or �Step Up� in short. The Step Up program embodies all the principles and components of the enhanced safety and
health program that we implemented, including enhancements to improve the timeliness of reporting to senior
management, increased awareness and attention to safety throughout the Company, regular meetings at local and
regional levels, leadership training and active participation of senior management including all named executive
officers. The purpose of using the SHE Performance Measure was to further align compensation for our named
executive officers with the overall design of our Clean World Initiative by focusing on continuous improvement in
performance rather than mere compliance with legal requirements. Specific target goals for safety incidents and
environmental reporting and compliance and emissions levels were established. In 2010, we significantly reduced
safety incidents (110% of target) and achieved significant compliance improvements and modest reductions in
emissions. However, this positive performance in environmental compliance was offset by one environmental
emission incident, resulting in performance at 67% of target. The overall bonus for the SHE Performance Measure
was determined to be 88% of the target level.

Financial Performance Measure

For 2010, the Compensation Committee adopted �minimum,� �threshold,� �target� and �stretch� goals for the Financial
Performance Measure. Based on our budget, which was approved by our full Board in December 2009 for the
upcoming 2010 calendar year, these levels were reviewed by the Compensation Committee in February 2010 and
approved by the Compensation Committee for the full year 2010 performance on a prospective basis as part of the
annual compensation process. We measured financial performance results with a percentage that is calculated from the
difference between the �target� and actual level achieved, in accordance with the following:
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� if financial performance was at or below the �minimum� level, then no cash awards would have been paid;

� if financial performance was at the �threshold� level, then a cash award at 50% of the �target� level would have
been paid;

* Does not include Thomas Bucks, our Chief Accounting Officer, who served as Interim Chief Financial Officer from
April 1, 2010 through August 15, 2010. Mr. Bucks� target bonus level was 40% of his base salary in 2010.
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� if financial performance was at the �target� level, then a cash award at 100% of �target� level would have been
paid; and

� if financial performance was at or above the �stretch� level, then a cash award at 200% of the �target� level would
have been paid.

Between each of the foregoing levels, results were prorated linearly within each category to calculate specific
incentive cash award percentages. Financial results were capped at 200% of target levels for all named executive
officers. Under the structure of this series of performance goals, each percentage of performance below the target level
results in a reduction in the amount of incentive cash awards relating to financial performance that is greater than the
relative amount of increases in such awards that would result from the same percentage of performance above the
target level.

In order to assure that the intents and purposes of the compensation plans, including the annual incentive cash awards,
are effectuated, the Compensation Committee retains the discretion to make adjustments to the results for any given
year. Reasons for adjustments could include removing the effects of unanticipated events, such as accounting changes,
project restructurings, balance sheet adjustments and similar items, which unless excluded would produce unintended
consequences that are inconsistent with the goals of aligning the interests of named executive officers with our
stockholders and of providing financial incentives to named executive officers to effectively implement our business
plan and goals.

Awards were determined in February 2011 with reference to our actual free cash flow generated during 2010
compared to the target Financial Performance Measure of free cash flow set in February 2010 by the Compensation
Committee. After the Compensation Committee made certain adjustments to the free cash flow performance measure
including reductions (1) to eliminate the benefit (other than the time value of money) related to working capital
changes that are expected to reverse in subsequent years, and (2) relating to portions of write-downs previously
capitalized (principally related to our Dublin and Harrisburg projects), the 2010 actual free cash flow as adjusted was
$315.6 million. As a result, financial performance in 2010 compared to the target Financial Performance Measure
resulted in a cash award of 109% of the �target� level.

The following table summarizes the historical performance targets for the Financial Performance Measure of free cash
flow, the variances from targets for payout purposes, as calculated in accordance with the foregoing linear pro-rations
for the last three years (dollars in millions):

Actual
Free Cash

Target Free Flow, as Payout
Cash Flow Adjusted Variances(1)

2008 $ 340.0 $ 343.0 106%
2009 $ 296.0 $ 331.0 170%
2010 $ 310.0 $ 315.6 109%

(1) Payout variances measure the linear pro-ration between the �target� performance measure and either the �threshold�
performance level if the �target� is not achieved or the �stretch� level if the target is surpassed, as the case may be.
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While budgets and operational targets are reset each year and reviewed and approved by the Board, the Compensation
Committee seeks to set target levels of our financial performance for purposes of the annual incentive cash awards that
continue to challenge management but are achievable if certain conditions are satisfied, including, in particular the
following:

� we continue to operate our business to the historic standards of efficiency, production and improved standards
for safety and environmental performance;

� we continue to control our costs of conducting and growing our business and operations;

� external market forces and pricing are consistent with expectations (at the time we establish our annual
budgets) in key areas, including waste, energy, commodity and scrap metal prices and interest rates;
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� third parties, including communities we serve and the purchasers of the energy we generate, continue to remain
financially sound and satisfy their contractual obligations to us; and

� we do not experience unforeseen events, such as accidents or fires at our facilities, acts of God, pandemics,
natural disasters, terrorism or other casualty events, that have a material adverse impact on our financial results.

Consequently, our ability to achieve the �target� levels of the Financial Performance Measure each year is heavily
dependent not only upon factors within our control, but also upon other conditions over which we have no control.
While there is substantial uncertainty with respect to achieving the target levels at the time that the Financial
Performance Measure is set and communicated, with our strong historical operating performance, our success in
adapting to changing market conditions and the continued performance by third parties with whom we contract, we
have in recent years consistently achieved the Financial Performance Measure and our named executive officers have
experienced a reasonable expectation of receiving, and have received, cash incentive award levels at, near or above the
�target� levels for that portion of their respective awards that are based upon the Financial Performance Measure.
However, with the current challenging economic environment, even if we are able to avoid a material adverse impact
to our business resulting from unforeseen events, with the softening and increasing volatility of the energy, waste,
commodity and ferrous recovery markets, it has been increasingly necessary for us to seek new and different ways to
conduct our business to maintain operating efficiencies and levels of performance and to find and capitalize on
opportunities to expand. As a result, it has been and may continue in the future to be, more difficult for our named
executive officers to continue to receive incentive cash awards at or near the �target� level. In addition, other factors
such as our increasing exposure to market pricing in the energy and other markets, the age of our facilities and
increasing competition in our sector, could increase the difficulty in the future of achieving performance at levels
sufficient for such �target� levels for cash awards and equity awards granted in prior years to be achieved.

On a historical basis, our aggregate financial performance exceeded �target� levels for payout purposes in prior years.
The aggregate financial performance exceeded target levels and resulted in a payout of 106% of �target� level payouts in
2008, 170% in 2009 and 109% in 2010. We have never reached the �stretch� target levels set at 200% of �target� levels.
The �stretch� level of the Financial Performance Measure remains extremely difficult to obtain and maximum cash
award levels have not been reached in prior periods.

In addition, the Compensation Committee retains the authority and discretion to increase or decrease the size of any
performance-based award or payout. The Compensation Committee did not exercise such authority and discretion in
2010 with respect to awards based upon the Financial Performance Measure.

Individual Growth Measures

We also measured the performance of our named executive officers in 2010 by their personal satisfaction of various
individual performance goals, referred to as the �Individual Growth Measures.� These Individual Growth Measures,
which were tied to the specific job and responsibilities of each named executive officer in 2010, were also set on a
prospective basis in January 2010 by the Compensation Committee as part of its annual compensation process and
communicated to the named executive officers. Although not directly tied to the Financial Performance Measure, if
we did not meet the �minimum� level of performance for the Financial Performance Measure in 2010, then the incentive
cash award pool would not have been funded and no incentive cash awards would have been payable for satisfaction
of Individual Growth Measures. Furthermore, if the threshold was not achieved the awards under the Individual
Growth Measures would have been limited to the financial results.

The Individual Growth Measures were the basis upon which the individual portion of a named executive officer�s
annual incentive cash award was determined. In 2010 we measured named executive officer�s performance through the
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(1) Clean World Initiative;

(2) Americas growth;

(3) Europe growth; and

(4) Asia growth.
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These general categories in 2010 were similar to those used in 2009, with the addition of capital allocation and
balance sheet strength added for 2010. These objectives continued to highlight current areas of importance to us in
order to implement our business plan and enhance our value to our stockholders. Within these guidelines, the
importance of each category varied significantly between each named executive officer and was weighted in order to
best tie each such officer�s respective areas of responsibilities and ability to influence, control or impact results with
the categories relating to such responsibilities. Accordingly, Individual Growth Measures were individually weighted
for each of the named executive officers. For example, the Chief Operating Officer has the greatest relative
responsibility for our development and implementation of our Clean World Initiative, therefore, his compensation is
more highly weighted and dependent upon the Clean World Initiative category. Similarly, our President-Americas has
relatively greater weight upon our performance within the Americas growth category over which he has the greatest
relative level of responsibility and control. Determinations within each of these categories are frequently subject to
subjective judgments of both individual and, where applicable, business area performance.

As noted, within each of these major categories, individual performance was further measured by business goals
specific to each named executive officer�s responsibilities. Among the specific goals incorporated into each named
executive officer�s respective Individual Growth Measures, included some or all of the following:

� contracts to be obtained, amended or renewed;

� businesses to acquire or joint ventures to be created;

� project developments and expansions to be advanced or completed;

� technology development in specific areas and installation of new technologies to improve performance;

� favorable treatment of energy-from-waste and our other renewable technologies in Federal and state legislation
and policy initiatives;

� establishment of partnerships, programs and community and media outreach to communicate the benefits of
our renewable technologies;

� expansion into strategic geographic areas around the world; and

� allocation of capital to pursue strategic initiatives, maximize return on investment and maintain a strong
balance sheet and liquidity position in order to support ongoing development efforts.

In determining achievement of these Individual Growth Measures, the Compensation Committee receives an initial
assessment from our Chief Executive Officer of each named executive officer�s performance with respect to each of
the Individual Growth Measure categories for the preceding year. This recommendation is then reviewed by the
Compensation Committee in connection with its determination of each named executive officer�s incentive cash award.
Many of the factors that influence determinations are subjective, are based upon positive and negative developments
occurring during the prior year and vary from year to year based upon our goals and actions undertaken or desired to
be taken within such period. For 2010, awards reflect both Growth Equity Awards granted in February 2010 for
growth projects as of December 31, 2009, as well as non-equity incentive awards based upon individual performance
in 2010. Accordingly, solely for growth related performance in 2010, the aggregate growth performance relating to the
non-equity incentive award was determined to be 71% of the target, and the principal factors that influenced this
determination regarding named executive officers� performance included the following:

� acquiring additional businesses;
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� commencing or delaying construction projects;

� energy-from-waste bids and other development efforts in strategic markets;

� new agreements to enhance revenue, including waste disposal and service agreement contracts and contact
extensions;

� developing recognition in emerging energy policies of our renewable energy technologies and their benefits
regarding greenhouse gas reduction, reduced reliance on fossil fuels, job creation and energy security; and

� accessing the capital markets and allocating our capital to fund growth initiatives.
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Overall Performance

Based upon these Individual Growth Measures, as they applied to each named executive officer, respectively, and our
overall financial and operating performance measured by the Financial Performance Measure and the SHE
Performance Measure, the named executive officers* earned incentive cash awards ranging from 87% to 102% of
their individual targets (assumed to be 100%) in 2010. The following table compares the award earned by each of the
named executive officers, as compared to their respective target bonus opportunity, in each of the last three years:

2008 2009 2010
Named Executive Officer* Award % Award % Award %

Anthony J. Orlando 95 124 90
Mark A. Pytosh 105 134 n/a
Sanjiv Khattri n/a n/a 97
John M. Klett 104 122 87
Timothy J. Simpson 110 130 95
Seth Myones 113 136 102

* Does not include Thomas Bucks, our Chief Accounting Officer, who served as Interim Chief Financial Officer
from April 1, 2010 through August 15, 2010. Mr. Bucks� non-equity incentive award included consideration for his
performance of additional duties as Interim Chief Financial Officer.

As described above, the foregoing awards are consistent with our SHE, financial and growth performance and
consistent with the Compensation Committee�s philosophy that individual and company performance above targets
would result in corresponding awards in excess of target bonus opportunities while performance below targets would
result in corresponding awards below target bonus opportunities. In 2008, the Financial Performance Measure was
slightly above target, the SHE Measure (then referred to as the Clean World Performance Measures) was slightly
below target, and Individual Growth Measures were essentially at target. In 2009, the Financial Performance Measure
was significantly above target, the SHE Performance Measure was significantly below target, and the Individual
Growth Measures were above target. Since Individual Growth Measures had the most weight and the Financial
Performance Measure was significantly above target, on an overall basis the percentage paid against targets in annual
incentive cash awards in 2009 were greater than similar awards in 2008 and above target award levels. In 2010, each
performance measure carried an equal weight and performance against Financial Performance Measures exceeded
target while SHE Performance fell below target and Individual Growth Measures fell below targets resulting in an
aggregate bonus at 92% of target levels.

Long-term Incentive Equity Awards

� Purpose:  Long-term incentive equity awards are equity awards designed to attract and retain executives, and
to strengthen the link between compensation and increased stockholder value. Long-term incentive equity
awards granted to officers and employees are discretionary performance-based awards and may be made
annually under our long-term incentive plan in the form of restricted stock, restricted stock units, stock options
and /or similar equity-based instruments.

� Forms of Equity Awards:  The Compensation Committee has generally limited long-term incentive equity
awards to grants of restricted stock in past years. In addition, the Compensation Committee introduced awards
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of restricted stock units for the new Growth Equity Awards first granted in 2010. The Compensation
Committee made long-term, broad-based awards of stock options in 2004 and 2007. These grants, like initial
grants to newly-hired named executive officers, were made to align the interests of management with our
stockholders and create specific incentives to increase equity value. Similar awards were not made in 2010.

� Vesting of Equity Awards � Restricted Stock:  Restricted stock awards granted in 2010 vest in three equal
tranches on March 17 of 2011, 2012 and 2013. As a result of the changes to the compensation structure for
2010, the Compensation Committee has determined that vesting of the restricted stock awards granted in 2010
would be more appropriate to be based on continued employment. This adjustment was implemented
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for two principal reasons. First, beginning in 2010, the Compensation Committee has determined to implement
an exclusively performance-based equity award program under which grants would be made for specific
transactions that are directly tied to our growth strategy and provide a more direct alignment between
performance by our named executive officers and stockholder value creation. Second, removing the additional
performance vesting element provides greater clarity and simplicity to employees regarding the incentives for
different aspects of compensation.

� Vesting of Equity Awards � Growth Equity Awards:  Growth Equity Awards granted in 2010 were in the form of
restricted stock units that will vest as follows: awards based upon acquisitions will vest in the year that is three
years following their respective date of grant and awards based upon development projects will vest in the year
that follows one year of commercial operation, but in no event less than three years from the date of grant.
Vesting of Growth Equity Awards are subject to a �bring down� calculation of value at the time of vesting, with a
proportionate clawback of the amount to be vested in the event that the bring down calculation is less that 95%
of the original value established as the time the award was granted.

� Performance Criteria of Growth Equity Awards.  The amount of Growth Equity Awards granted in 2010 was
determined in the discretion of the Compensation Committee by creating a �pool� based upon internal
calculations of the value of transactions closed in 2009 and new development or expansion projects
commenced in 2009 using a discounted cash flow analysis of such growth-based projects. The calculation of
net present value was based on an un-levered investment return in order to reflect the Company�s cost of capital
invested in such projects in order to better align performance with the interests of the Company�s stockholders.
In order to tie awards more directly to the officers and employees responsible for such projects, the Growth
Equity Awards generally were awarded to the senior management team, including all named executive
officers*, based upon their level of active involvement and responsibility in such projects. Finally, vesting of
such awards will be determined based upon the actual performance after three years for acquisition projects
and after one year of commercial operations (but not less than three years) for development projects.

       − −

*   Does not include Mr. Bucks, who served as Interim Chief Financial Officer from April 1, 2010 to
August 15, 2010, or Mr. Khattri, who was hired subsequent to the time of the grant of the Growth Equity
Awards.

Equity awards are determined by the Compensation Committee in February of each year. The value of awards granted
to each named executive officer reflects our overall performance for the prior year in creating future long-term value,
the responsibilities of such officer and his individual performance. In February 2011, the Compensation Committee
authorized equity awards of a fixed dollar amount to our named executive officers in the form of restricted stock.

The Compensation Committee does not have a specific policy or practice to time equity awards, including restricted
stock or stock option grants to the release of material non-public information. However, the Compensation Committee
may determine the value of a restricted stock award or number of stock options but not issue or establish the number
of shares of restricted stock or the exercise price of stock options while in possession of material non-public
information, such as a material pending transaction. Our practice is not to accelerate or delay the disclosure of material
non-public information, whether favorable or unfavorable, but to make such disclosures when appropriate or required
by applicable securities laws. In order not to unduly benefit or harm officers and employees, we have in the past
postponed, and would consider postponing in the future, the issuance of awards until after the material non-public
information has been publicly disclosed or is no longer considered to be material information.

Performance Drivers
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The size of individual long-term incentive equity awards is determined using compensation guidelines developed
based on competitive benchmarks. Within those guidelines, actual award recommendations are based on individual,
and where applicable, business area performance.

For 2010 compensation decisions, as discussed above and in light of the introduction of Growth Equity Awards, the
Compensation Committee discontinued the use of free cash flow as a Financial Performance Measure as a vesting
criteria for restricted stock award grants in 2010. Free cash flow continues to be used as a Financial Performance
Measure for purposes of vesting outstanding restricted stock awards granted in previous years. As
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noted above, vesting of equity awards granted in prior years occurs on an all or nothing basis at 90% of the free cash
flow �target� performance level.

Based upon our achievement of the Financial Performance Measures (which included Adjusted EBITDA for awards
granted in certain prior years) during 2010, the portion of prior equity awards that were eligible to vest during the first
quarter of 2011 based upon achieving these levels of financial performance did vest. On an historical basis, we have
satisfied applicable targets for equity award vesting as set forth in the following table, as measured in the first quarter
in the year following the period of performance (in millions):

Equity Award Period Target Target Adjusted

of Performance
Adjusted
EBITDA

Adjusted
EBITDA

Free Cash
Flow

Free Cash
Flow

2008 $ 492.0(1) $ 572.0 $ 207.0(1) $ 343.0
$ 503.0(2) $ 572.0 $ 266.0(2) $ 343.0

n/a n/a $ 306.0(3) $ 343.0
2009 $ 503.0(2) $ 523.1 $ 296.0(2) $ 343.0

n/a n/a $ 313.0(3) $ 343.0
n/a n/a $ 266.0(4) $ 335.0

2010 n/a n/a $ 307.0(3) $ 326.0
n/a n/a $ 293.0(4) $ 326.0
n/a(5) n/a(5) n/a(5) n/a(5)

(1) Targets established and awards granted in 2006.

(2) Targets established and awards granted in 2007.

(3) Targets established and awards granted in 2008.

(4) Targets established and awards granted in 2009.

(5) No targets were established for awards granted in 2010.

Analysis of Risk

The Compensation Committee also is aware of the levels of risk attendant to capital allocation and expansion projects
that we entered, which are components of the Individual Growth Measures for our named executive officers.

On a structural level, all material transactions, as well as transactions not deemed material to us, that involve capital
allocations above specified levels are reviewed and approved by our Finance Committee, which as part of its analysis
of transactions examines the potential risk and reward of our investments in business acquisitions and expansion
projects. To the extent necessary, members of the Finance Committee discuss with the Compensation Committee the
analysis and rationale for investment decisions.

In order to assure that excessive leverage and risk-taking is not undertaken in seeking to achieve growth objectives,
our invested cost of capital is taken into account in determining the value of awards granted and a very substantial
portion of incentive compensation will be paid in equity that will vest over time or, as in the case of the new Growth
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Equity Awards, will not vest for at least three years and at vesting will be subject to a �clawback� based upon actual
performance measured on an un-levered basis and updated projections measured against original projections. The
combination of time vesting over three years, long-term performance vesting and clawbacks, together with executive
stock ownership guidelines, act as additional incentives and precautions to control against excessive risk-taking in the
investment decisions by management.

Summary of 2010 Compensation

The following table sets forth a breakdown for each of our named executive officers of the amount of each named
executive officer�s non-equity incentive compensation award attributable to (a) to our performance under the SHE
Performance Measure, (b) our actual free cash flow compared to the Financial Performance Measure of free
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cash flow, and (c) the individual performance of such named executive officer compared to the Individual Growth
Measures specific to each such officer�s roles and responsibilities.

SHE Financial Individual
Total

Non-Equity
Performance Performance Growth Incentive

Measure Measure Measures Compensation
Named Executive Officer (33.3%) (33.3%) (33.3%) (100%)(1)

Anthony Orlando, President & Chief
Executive Officer $ 190,078 $ 235,419 $ 154,504 $ 580,000
Sanjiv Khattri, Executive Vice President &
Chief Financial Officer $ 46,749(2) $ 57,901(2) 50,350(2) $ 155,000(2)

Mark Pytosh, fr. Executive Vice
President & Chief Financial Officer $ 0 $ 0 $ 0 $ 0
John Klett, Executive Vice President &
Chief Operating Officer of Covanta
Energy Corporation $ 77,769 $ 96,320 $ 55,911 $ 230,000
Timothy Simpson, Executive Vice
President, General Counsel & Secretary $ 55,651 $ 68,927 $ 55,424 $ 180,000
Seth Myones, President, Americas �
Covanta Energy Corporation $ 56,319 $ 69,754 $ 68,927 $ 195,000
Thomas Bucks, Vice President and Chief
Accounting Officer and fr. Interim Chief
Financial Officer(3) $ n/a $ n/a $ n/a $ 139,913

(1) Differences between the total Non-Equity Incentive Compensation and the sum of the individual components are
due to rounding.

(2) Pro rated for partial year based upon a target bonus of $318,750.

(3) Mr. Bucks served as Interim Chief Financial Officer from April 1, 2010 until August 15, 2010. As Chief
Accounting Officer, Mr. Bucks does not participate in growth-based compensation programs and his bonus is not
calculated in accordance with the formula set forth above for the named executive officers. Mr. Bucks� non-equity
incentive award in 2010 reflected Mr. Bucks� performance of additional responsibilities as Interim Chief Financial
Officer and was allocated as follows: $28,386 for SHE Performance; $71,385 for Financial Performance; and
$40,142 for individual performance.

Growth Equity Awards

In February 2010 we awarded a total of $18.25 million of Growth Equity Awards, including $9.8 million to our
named executive officers. These awards were made based upon the projected value to us from the following 2009
growth-related transactions:

� acquisition of EfW business from Veolia North America;

� acquisition of two transfer stations;
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� ground-breaking of construction projects:

� H-Power facility expansion in Honolulu, Hawaii;

� Dublin, Ireland EfW project; and

� Taixing, China EfW project.

Growth Equity Awards to our named executive officers in 2010 were granted based upon their level of responsibility
and effort in such acquisitions or projects and vest three years following grant in the event of awards related to
acquisitions and at least one year following commencement of commercial operations (but not less than three years)
for construction projects. At such times, a bring down calculation of the projected value to us will be
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made with a proportionate reduction in the event that such amount is less than 95% of the original projected amount.
Growth Equity Awards to our named executive officers in 2010 were as follows:

Growth Equity
Named Executive Officer(1) Award

Anthony J. Orlando $ 3,350,000
Mark A. Pytosh(2) $ 1,650,000
Sanjiv Khattri(3) n/a
John M. Klett $ 1,600,000
Timothy J. Simpson $ 1,600,000
Seth Myones $ 1,600,000

(1) Does not include Mr. Bucks who served as Interim Chief Financial Officer from April 1, 2010 until August 15,
2010 and who did not receive Growth Equity Awards.

(2) Upon Mr. Pytosh�s resignation, his Growth Equity Award was forfeited and cancelled.

(3) Mr. Khattri�s employment commenced in August, 2010, therefore he was not eligible to receive these Growth
Equity Awards.

Grants of Growth Equity Awards are solely dependent upon consummating acquisitions or breaking ground on new
development or construction projects that are consistent with our growth objectives. Whether these events occur
involve not only factors within our control, but also upon other conditions over which we have no control. In addition,
factors such as increasing competition in our sector and volatility in both commodity prices, energy demand and waste
supplies, could increase the difficulty in the future of consummating transactions or commencing development or
construction projects that would form the basis for Growth Equity Awards. Consequently, there is substantial
uncertainty with respect to whether Growth Equity Awards will be granted in any year, and if awarded, the aggregate
amount of such awards. For example, while awards were granted in 2010 for acquisitions completed and projects
commenced in 2009, it is not anticipated that any Growth Equity Awards will be granted in 2011 for acquisitions
completed or projects commenced in 2010. As a result, there is no assurance that our named executive officers will
continue to receive Growth Equity Awards in any given year or the amount of any such awards.

CEO Compensation

In determining the compensation of Mr. Orlando, as the Chief Executive Officer, the Compensation Committee
considered our operating and financial performance as a whole, as well as Mr. Orlando�s satisfaction of personal
Individual Growth Measures. As in prior years, a very significant portion of Mr. Orlando�s compensation was tied to
our performance. The Compensation Committee believes, and it has structured compensation accordingly, that the
compensation of our named executive officers, and our Chief Executive Officer in particular, should have a very
significant component which is not fixed but is �at risk� and performance-based. The Compensation Committee believes
that the Chief Executive Officer has the most control and responsibility for our overall performance of any officer and,
accordingly, it is appropriate that the relatively greatest percentage of compensation be at risk and tied to our overall
performance in order to best align his interests with those of our stockholders. Due to our strong performance over the
past several years since acquiring Covanta Energy and promoting Mr. Orlando to be our Chief Executive Officer,
consistent with the intents and purposes of the compensation structure, Mr. Orlando�s compensation has been
materially higher than other named executive officers.
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Mr. Orlando�s compensation package for 2010 consisted of an annual base salary of $720,000 and an incentive cash
award of $580,000 awarded in March 2011. Consistent with the treatment of other members of senior management,
Mr. Orlando�s annual base salary, which was not increased in 2009, received an increase of less than 3% of his base
salary. In setting Mr. Orlando�s compensation levels, the Compensation Committee noted Mr. Orlando�s role in 2010 in
the following:

� successful implementation of our safety �STEP-UP� program and Clean World Initiative;

� our free cash flow in excess of targets;
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� integration of EfW facilities from Veolia North America and two transfer stations in Philadelphia;

� successful completion of various asset management initiatives, including contract extensions, to enhance and
secure ongoing revenue;

� successful issuance of the 7.25% notes to refinance and repurchase over 85% of the Corporation�s 1%
convertible preferred securities;

� execution of definitive agreements to sell certain independent power production facilities in Asia;

� return of $328 million to shareholders in the form of a $233 million special dividend and over $95 million in
repurchases of our common stock; and

� demonstrated progress in our recognition as a renewable energy source in federal and state legislation.

The Compensation Committee authorized a restricted stock grant to Mr. Orlando valued at $650,000, effective upon
its ratification by independent, non-management directors on March 1, 2010, vesting ratably over three years based
upon continued employment. Consistent with the approach taken by the Compensation Committee in 2010 to
incorporate a greater component of compensation directly tied to performance, we reduced the value of the restricted
stock equity award granted in 2010 to Mr. Orlando. In recognition of the closing of the acquisition of the Veolia North
America assets and two transfer stations in Philadelphia, and breaking ground on the Dublin and H-Power
development projects, Mr. Orlando received a Growth Equity Award valued at $3,350,000 at the time of grant.

Based upon our performance in 2010, we exceeded 90% of the Financial Performance Measure of free cash flow
performance target. Accordingly, all 39,442 shares of restricted stock eligible for vesting on March 17, 2011 vested.
In addition, options to purchase a total of 94,000 shares of common stock vested in accordance with their terms in the
first quarter of 2011.

Employment Arrangements

Prior to October 2009, we had employment agreements with each of our named executive officers which were
substantially similar, except for specific levels of compensation and the term of severance for the Chief Executive
Officer. Each of these employment agreements expired in October 2009.

In order to retain greater flexibility on compensation decisions, we did not renew any of the employment agreements.
In lieu of entering into new employment agreements, we incorporated into our standard form of growth equity award
agreement the terms of restrictive covenants that had been in the employment agreements, covering non-competition,
non-solicitation, confidentiality and assignment of intellectual property rights. In addition, we adopted a new
severance policy in 2009 for certain specified senior officers, including all named executive officers, and provided
severance benefits payable over a period that matches the length of the applicable restrictive covenants. Severance is
payable in the event that an eligible employee is terminated for reasons other than cause. See also �Employment
Arrangements and Potential Payments upon Termination or Change in Control� below in this proxy statement for
more information regarding the severance plan and payments following a change in control. For the purposes of the
severance plan, �cause� is defined to include the following:

� an employee�s failure or refusal to perform the duties of his or her employment in a reasonably satisfactory
manner;
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� fraud or other act of dishonesty;

� serious misconduct in connection with the performance of his or her duties;

� material violation of any applicable policies or procedures;

� conviction of, or plea of nolo contendere to, a felony or other crime; or

� other conduct that has or reasonably is expected to result in material injury to our business or reputation.

The 24 month severance term for our Chief Executive Officer is longer than the 18 month severance term for other
named executive officers because we desired the benefits to us of extended non-competition and non-

34

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 71



Table of Contents

solicitation covenant periods. Similarly, the 18 month severance period for our Executive Vice Presidents, Senior Vice
Presidents, Chief Accounting Officer and Treasurer, including the other named executive officers, is longer that other
eligible employees because we also desired the benefits of their relatively longer restrictive covenant periods.

Executive Stock Ownership

Stock Ownership Guidelines:  Our Board believes that it is important for all of our officers, including our officers and
officers of our subsidiary Covanta Energy, to acquire and maintain a substantial equity ownership position in our
company. Accordingly, we have established stock ownership guidelines for our officers in order to specifically
identify and align the interests of our officers with our stockholders and focus attention on managing our business as
an equity owner. Our guidelines provide that credit is given for unvested restricted stock holdings toward individual
targets, and transition periods are included for newly-named officers or individuals who have been promoted. Officers
are given five years to reach their target ownership levels from the date we adopted the stock ownership guidelines, if
they were officers governed by such guidelines as of such date, or five years from the date they became an officer
governed by the guidelines. Given the importance of continued significant stock ownership in aligning the interests of
our officers with our stockholders and the significant appreciation in the trading price of our common stock at that
time, the Compensation Committee as part of its ongoing review process amended its stock ownership guidelines in
February 2008 to increase the holdings by the Chief Executive Officer and the officers with the title of Executive Vice
President or Covanta Energy Division President, with an additional two years time given to such officers to comply
with the revised or newly applicable guidelines. The current guidelines are as follows:

Multiple of
Title Base Salary

Chief Executive Officer 4.0 x Base Salary
Executive Vice Presidents and Covanta Energy Division Presidents 3.0 x Base Salary
Senior Vice Presidents 2.0 x Base Salary
Vice Presidents 1.0 x Base Salary

The Compensation Committee has the sole discretion and authority to modify the stock ownership guidelines at any
time.

Insider Derivative and Short-Sale Trading Restrictions:  In order to avoid any appearance of a conflict of interest and
to prevent opportunities for trading in violation of applicable securities laws, it is our policy that our employees,
including our officers and directors, may not purchase or sell options on our common stock, nor engage in short sales
with respect to our common stock. Also, we prohibit trading by employees, officers and directors in puts, calls,
straddles, equity swaps or other derivative securities that are linked directly to our common stock. These prohibitions
prevent our employees, officers and directors from hedging the economic risk inherent with their ownership of our
common stock.

Perquisites

Consistent with our philosophy of providing the same forms of compensation throughout a broad spectrum of our
managerial base, we have not provided any perquisites to our named executive officers in any of the last three years.

Benefit Plans
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We provide company-sponsored insurance and retirement benefit plans to our named executive officers. Benefit
programs for named executive officers are the same as those offered to our non-union employee base and are designed
to offer financial security.

Insurance Plans

The core insurance package includes health, dental, disability, AD&D and basic group life insurance coverage.
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Retirement Plans

We provide retirement benefits to named executive officers through a combination of qualified and non-qualified
plans, as such terms are used and defined under the Tax Code. We believe these retirement plans are a cost-effective
means of providing for long-term retention of our named executive officers. Effective January 1, 2010, we amended
our defined benefit and non-qualified benefit plans to exclude future compensation increases received by eligible
participants after December 31, 2009. For more information on the retirement plans, see �Retirement Plans� under the
�Executive Compensation� heading of this proxy statement.

Determining Benefit Levels

The Compensation Committee reviews benefit levels periodically to ensure that the plans and programs create the
desired incentives for our employees, including named executive officers, which are generally competitive with the
applicable marketplace, are cost-effective, and support our human capital needs. Benefit levels are not tied to
company, business area or individual performance. In part due to the stock ownership guidelines that we have adopted
for our officers and officers of our subsidiary Covanta Energy, we have not reviewed or tied retirement benefits to
gains realized upon the exercise of stock options or the sale of restricted stock.

Tax Considerations

We generally will be entitled to a tax deduction in connection with awards under the Equity Award Plan in an amount
equal to the ordinary income realized by participants and at the time the participants recognize such income. Special
rules limit the deductibility of compensation paid to our named executive officers.

Under section 162(m) of the Tax Code, the annual compensation paid to named executive officers will be deductible
to the extent it does not exceed $1,000,000 or satisfies certain conditions set forth in section 162(m) relating to
qualifying performance-based compensation plans. Qualifying performance-based compensation consists of
compensation paid only if the individual�s performance meets pre-established objective goals based on performance
criteria approved by stockholders. For 2010, the grant of Growth Equity Awards has been designed to satisfy the
requirements for deductible compensation; the grant of restricted stock awards does not because such awards are time
vesting only. However, the Compensation Committee retains the discretion to award compensation that exceeds
section 162(m)�s deductibility limit.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed with management the Compensation Discussion and
Analysis contained in this proxy statement. Based upon the review and discussions, the Compensation Committee has
recommended to our Board that the Compensation Discussion and Analysis be included in this proxy statement and
incorporated into our Annual Report on Form 10-K for the year ended December 31, 2010. This report is provided by
the following independent directors, who comprised the Compensation Committee throughout 2010 and through the
date hereof:

Robert S. Silberman (Chair)
David M. Barse
Peter C.B. Bynoe
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Summary Compensation Table For Year Ended December 31, 2010

The following table sets forth the compensation for the services in all capacities to us or our subsidiary companies for
the years ended December 31, 2010, 2009, and 2008 of (a) our Chief Executive Officer, (b) our current and former
Chief Financial Officers, and (c) the three most highly compensated executive officers, other than the Chief Executive
Officer and Chief Financial Officer, employed by us as of December 31, 2010, whose total annual salary and bonus
exceeded $100,000, referred to as the �named executive officers� in this proxy statement:

Change in
Pension

Value and
Nonqualified

Non-Equity Deferred

Stock Option
Incentive

Plan Compensation All Other
Salary(1) Awards(2) Awards Compensation(3)Earnings(4)Compensation(5) Total(6)

Name and Principal Position Year ($) ($) ($) ($) ($) ($) ($)

Anthony J. Orlando 2010 $ 720,000 $ 3,999,989(7) $ 311,713(8) $ 580,000 $ 299,655 $ 22,646 $ 5,934,003
President & Chief 2009 $ 726,923 $ 750,017 $ � $ 779,534 $ 305,064 $ 22,724 $ 2,584,262
Executive Officer 2008 $ 700,000 $ 900,009 $ 1,900,812(9) $ 598,838 $ 284,413 $ 21,368 $ 4,405,440
Sanjiv Khattri 2010 $ 163,462 $ 450,002(11) $ � $ 155,000 $ � $ 6,996 $ 775,460
Executive Vice
President & Chief
Financial Officer(10)

Mark A. Pytosh 2010 $ 108,606 $ 1,999,978(13) $ � $ � $ � $ 21,559 $ 2,130,143
Former Executive 2009 $ 441,450 $ 400,013 $ � $ 397,163 $ � $ 22,402 $ 1,261,028
Vice President & Chief
Financial Officer(12)

2008 $ 425,100 $ 475,017 $ � $ 313,334 $ � $ 21,046 $ 1,234,497

John M. Klett 2010 $ 353,500 $ 1,899,972(14) $ 138,519(8) $ 230,000 $ 236,078 $ 22,252 $ 2,880,321
Executive Vice 2009 $ 359,820 $ 375,008 $ � $ 275,051 $ 184,763 $ 22,286 $ 1,216,928
President & Chief Operating
Officer of Covanta Energy

2008 $ 346,494 $ 430,008 $ � $ 235,267 $ 162,568 $ 20,930 $ 1,195,267

Timothy J. Simpson 2010 $ 316,200 $ 1,899,972(14) $ 135,458(8) $ 180,000 $ 93,878 $ 22,151 $ 2,647,659
Executive Vice 2009 $ 321,923 $ 370,007 $ � $ 202,081 $ 68,964 $ 22,181 $ 985,156
President, General Counsel &
Secretary

2008 $ 310,000 $ 420,002 $ � $ 171,004 $ 64,297 $ 20,825 $ 986,128

Seth Myones 2010 $ 320,000 $ 1,899,972(14) $ 118,113(8) $ 195,000 $ 106,185 $ 22,161 $ 2,661,431
President, Americas 2009 $ 321,923 $ 370,007 $ � $ 210,994 $ 94,517 $ 22,181 $ 1,019,622
Covanta Energy 2008 $ 310,000 $ 420,002 $ � $ 175,600 $ 79,910 $ 20,825 $ 1,006,337
Thomas Bucks 2010 $ 244,371 $ 250,013(16) $ 15,300(8) $ 139,913 $ � $ 21,952 $ 671,549
Vice President, Chief
Accounting Officer and Former
Interim Chief Financial
Officer(15)

(1) Salary paid in 2009 reflects 27 bi-weekly payments within the calendar year.
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(2) Represents the grant date fair value computed in accordance with FASB ASC Topic 718. The grant date fair
value is computed using the closing price of the shares on the grant date.

(3) Amounts included for 2010 represent the value of the annual incentive cash awards received by each named
executive officer in 2011 in respect of service performed in 2010. See the �Grants of Plan-Based Awards Table� for
more information.

(4) The amounts shown for each named executive officer in this column is attributable to the change in actuarial
present value of the accumulated benefit under defined benefit and actuarial plans at December 31, of the
applicable year, as compared to December 31, of the immediately preceding year. No named executive officer
received preferential or above-market earnings on deferred compensation in 2010.
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(5) The amounts shown in this column for 2010 consist of the following components:

Company
Contribution

to Severance

Company Defined
Life

Insurance
Payments

and

401(k) Contribution
Premiums

Paid Outplacement
Name Match(a) Plan(b) by Company Service Perquisites Total

Anthony J. Orlando $ 9,800 $ 11,496 $ 1,350 � � $ 22,646
Sanjiv Khattri � $ 6,604 $ 392 � � $ 6,996
Mark Pytosh $ 9,800 $ 11,496 $ 263 � � $ 21,559
John M. Klett $ 9,800 $ 11,496 $ 956 � � $ 22,252
Timothy J. Simpson $ 9,800 $ 11,496 $ 855 � � $ 22,151
Seth Myones $ 9,800 $ 11,496 $ 865 � � $ 22,161
Thomas Bucks $ 9,800 $ 11,496 $ 656 � � $ 21,952

a. Represents matching contributions to the 401(k) account under the Covanta Energy Savings Plan of each
named executive officer. See the description of the plan in �Retirement Plans� for more information.

b. Represents contributions to the defined contribution retirement plan account under the Covanta Energy
Savings Plan of each named executive officer. See the description of the plan in �Retirement Plans� for more
information.

(6) Represents the sum of the amounts in all of the columns of the Summary Compensation Table for each named
executive officer.

(7) Includes $3,349,981 of grant date fair value for Growth Equity Awards and $650,008 of grant date fair value for
restricted stock awards.

(8) The per share exercise price of certain outstanding options was reduced by $1.50, the amount of the per share
special dividend paid by us on July 20, 2010. This adjustment, which was permitted under the terms of our
equity award plan for employees and officers, was made by the Compensation Committee in order to preserve
the intended benefit of our plan. The amount shown represents the change in fair value of the options
immediately before and after the adjustment as computed in accordance with FASB ASC Topic 718. The
increase in fair value is computed using the Black Scholes option pricing model and includes assumptions about
the expected life and stock price volatility. See the �Stock-Based Award Plans� note to our consolidated financial
statements included in our Annual Report on Form 10-K for the year ended December 31, 2010.

(9) Represents the grant date fair value computed in accordance with FASB ASC Topic 718. The grant date fair
value is computed using the Black Scholes option pricing model and includes assumptions about the expected
life and stock price volatility. See the �Stock-Based Award Plans� notes to our consolidated financial statements
included in our Annual Reports on Form 10-K for the years ended December 31, 2010, December 31, 2009 and
December 31, 2008.
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(10) Mr. Khattri�s employment as Chief Financial Officer became effective August 16, 2010 and was based on an
annual base salary of $425,000.

(11) Includes $450,002 of grant date fair value for restricted stock awards.

(12) Mr. Pytosh�s employment as Chief Financial Officer terminated effective March 31, 2010 and was based on an
annual base salary of $436,102.

(13) Mr. Pytosh was granted a Growth Equity Award on February 25, 2010 with a grant date fair value of
$1,649,972 and a restricted stock award with a grant date fair value of $350,006 that were forfeited in
connection with his termination of employment.

(14) Includes $1,599,969 of grant date fair value for Growth Equity Awards and $300,003 of grant date fair value for
restricted stock awards.

(15) Mr. Bucks, our Vice President and Chief Accounting Officer, also served as our Interim Chief Financial Officer
from April 1, 2010 until August 15, 2010.

(16) Includes $250,013 of grant date fair value for restricted stock awards.
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Equity Award Plan

Our equity award plan for employees and officers, which we refer to as the �Equity Award Plan,� was originally
approved by our stockholders in October 2004 and a subsequent amendment was approved by our stockholders on
September 19, 2005 and May 1, 2008 to increase the number of authorized shares available for issuance under the
Equity Award Plan to 12,000,000 shares. This Equity Award Plan replaced our 1995 Stock and Incentive Plan, which
was terminated in October 2004. The 1995 Stock and Incentive Plan now remains in effect only until all awards
granted under it have been satisfied or expired.

The Equity Award Plan is administered by the Compensation Committee of our Board. Awards under the Equity
Award Plan may be granted to employees (including officers) of the Company, its subsidiaries and affiliates. The
Equity Award Plan provides for awards to be made in the form of (a) shares of restricted stock, (b) incentive stock
options, (c) non-qualified stock options, (d) stock appreciation rights, (e) performance awards, (f) restricted stock units
or (g) other stock-based awards which relate to or serve a similar function to the awards described above. Awards may
be made on a stand-alone, combination or tandem basis.

As of December 31, 2010 there were 4,081,840 shares of common stock available for grant under the Equity Award
Plan and no participant may be granted in any calendar year awards with respect to more than 250,000 shares of
restricted stock, options to purchase 650,000 shares of common stock, 250,000 restricted stock units, 250,000
performance shares or $5.0 million of performance units.

The following table provides information on both equity incentive awards that were made under our Equity Award
Plan and incentive cash awards made during the year ended December 31, 2010.

Grants of Plan-Based Awards � 2010

All All Grant
Other Other Date
Stock Option Fair

Awards: Awards:Exercise Value of

Number Number
or

Base Stock

Estimated Possible Payouts Under of Shares
of

Securities
Price

of and
Non-Equity Incentive Plan Awards(1) of StockUnderlyingOption Option

Threshold Target Maximum or Units(2)OptionsAwards Awards(3)

Name Grant Date ($) ($) ($) (#) (#) ($/sh) ($)

Anthony J.
Orlando

February 25,
2010 $ 324,000 $ 648,000 $ 1,296,000 240,384 � � $ 3,999,989

Sanjiv Khattri
August 16,

2010 $ 61,298 $ 122,596 $ 245,192 30,675 � � $ 450,002

Mark A. Pytosh
February 25,

2010 $ 152,636 $ 305,272 $ 610,544 120,191 � � $ 1,999,978(4)

John M. Klett
February 25,

2010 $ 132,563 $ 265,125 $ 530,250 114,181 � � $ 1,899,972
$ 94,860 $ 189,720 $ 379,440 114,181 � � $ 1,899,972
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Timothy J.
Simpson

February 25,
2010

Seth Myones
February 25,

2010 $ 96,000 $ 192,000 $ 384,000 114,181 � � $ 1,899,972

Thomas Bucks
February 25,

2010 $ 48,874 $ 97,748 $ 195,496 6,010 � � $ 100,006
May 10, 2010 9,042 � � $ 150,007

(1) The amounts shown in these columns reflect the range of payouts targeted for 2010 performance under our
annual incentive cash award plan. In February 2010, our Compensation Committee established various levels of
performance. The amounts shown in the �threshold� column represent the amount of cash award payable if only the
minimum level of Company and individual performance is attained. The amounts shown in the �target� and the
�maximum� columns represent the amount of cash awards granted if the target and maximum level, respectively, of
individual performance are attained. Please see the �Compensation Discussion and Analysis� for more information
regarding these awards and performance measures.

(2) The number of shares shown reflects the 2010 restricted stock awards under our Equity Award Plan and the
number of restricted stock units awarded under the Growth Equity Award Agreement. The restricted stock
awards made in 2010 vested ratably over three years, on the basis of continued employment. The restricted stock
units vest in accordance with successful achievement of pre-established growth goals.

(3) Represents the grant date fair value of the awards computed in accordance with FASB ASC Topic 718. For our
named executive officers, we have assumed for calculating the grant date fair value under FASB ASC Topic 718
that the forfeiture rate was zero.
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(4) Mr. Pytosh�s award was forfeited and cancelled upon his resignation of employment.

The following table sets forth the outstanding equity awards held by each of our named executive officers as of
December 31, 2010:

Outstanding Equity Awards at Fiscal Year-End 2010

Option Awards Stock Awards
Equity

Incentive
Equity Plan

Incentive Awards:
Plan Market

Awards: or Payout
Market Number Value of

Number
of Value of

of
Unearned Unearned

Number
of

Number
of

Shares
or Shares Shares, Shares,

Securities Securities Units of or Units of Units or Units or
Underlying Underlying Stock Stock Other Other

Unexercised Unexercised Option
That
Have That Have Rights Rights

Options Options Exercise Option Not Not
That
Have That Have

(#) (#) Price Expiration Vested Vested(1)
Not

Vested
Not

Vested(1)

Name ExercisableUnexercisable ($) Date (#) ($) (#) ($)

Anthony J.
Orlando

162,000 108,000(2) 20.52(4) 3/17/2017 4,261(5) 1,002,400 8,274(8) 3,976,356

80,000 120,000(3) 24.76(4) 2/21/2018 11,190(6) 21,723(9)

42,862(7) 201,321(10)

Sanjiv Khattri � � � � 30,675(7) 527,303 � �
Mark A. Pytosh � � � � � � � �
John M. Klett 61,746 � 5.93(4) 10/5/2014 2,036(5) 471,247 3,953(8) 1,907,506

81,000 54,000(2) 20.52(4) 3/17/2017 5,595(6) 10,861(9)

19,783(7) 96,152(10)

Timothy J.
Simpson

63,105 � 5.93(4) 10/5/2014 1,989(5) 469,149 3,861(8) 1,903,432

72,000 48,000(2) 20.52(4) 3/17/2017 5,520(6) 10,716(9)

19,783(7) 96,152(10)

Seth Myones 51,542 � 5.93(4) 10/5/2014 1,989(5) 469,149 3,861(8) 1,903,432
72,000 48,000(2) 20.52(4) 3/17/2017 5,520(6) 10,716(9)

19,783(7) 96,152(10)

Thomas Bucks 27,000 18,000(2) 20.52(4) 3/17/2017 474(5) 313,872 919(8) 58,119
1,268(6) 2,462(9)
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16,517(7)

(1) Based on the closing price of our common stock of $17.19 on December 31, 2010, as reported on the New York
Stock Exchange.

(2) Options vest in two equal installments on March 17, 2011 and March 17, 2012.

(3) Options vest in three equal installments on February 21, 2011, February 21, 2012 and February 21, 2013.

(4) On July 20, 2010, the Company paid a special dividend of $1.50 per share to all stockholders of record on
July 12, 2010. In connection with the special dividend and as permitted by the terms of the Equity Award Plan,
the exercise price under the Equity Award Plan was adjusted to reflect the effect the special dividend would have
on the Company�s outstanding options.

(5) Restricted stock vests on March 17, 2011.

(6) Restricted stock vests in two equal installments on March 17, 2011 and March 17, 2012.

(7) Restricted stock vests in three equal installments on March 17, 2011, March 17, 2012 and March 17, 2013.

(8) Performance restricted stock vests on March 17, 2011 subject to specified targets.

(9) Performance restricted stock vests in two equal installments on March 17, 2011 and March 17, 2012 subject to
specified targets.
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(10) Growth Equity Awards vest based on successful achievement of specified criteria.

The following table sets forth the option exercises and stock vesting for each of our named executive officers during
the year ended December 31, 2010:

Option Exercises and Stock Vested During 2010

Option Awards Stock Awards

Number of Shares Value Realized on
Number of

Shares
Value Realized

on
Acquired on

Exercise Exercise
Acquired on

Vesting Vesting
Name (#) ($)(1) (#) ($)(2)

Anthony J. Orlando 186,542 $ 1,970,248 35,505 $ 607,491
Sanjiv Khattri � $ � � $ �
Mark A. Pytosh � $ � 17,813 $ 304,780
John M. Klett � $ � 16,742 $ 286,456
Timothy J. Simpson � $ � 16,363 $ 279,971
Seth Myones � $ � 15,757 $ 269,602
Thomas Bucks � $ � 4,104 $ 70,219

(1) This column reflects the difference between the market value of the shares on the date of exercise and the
exercise price.

(2) Amounts were determined by multiplying the number of shares of restricted stock that vested on March 17, 2010
by $17.11, the closing price on the New York Stock Exchange of our common stock on such date.

Retirement Plans

Pension Benefits

Covanta Energy Pension Plan

Messrs. Orlando, Klett, Simpson and Myones participate in the Covanta Energy Pension Plan, a tax-qualified defined
benefit plan of Covanta Energy subject to the provisions of the Employee Retirement Income Security Act of 1974, as
amended. The Covanta Energy Pension Plan became effective as of January 1, 1989 and was frozen effective
December 31, 2005. This plan, which was maintained by Covanta Energy prior to and during its bankruptcy
proceedings, is a qualified defined benefit plan covering all eligible domestic employees of Covanta Energy who had
at least one year of service and were at least 21 years of age. Participants with five years of service, as defined by this
plan, are entitled to annual pension benefits once they reach normal retirement age (65) equal to 1.5% of the
participant�s highest average compensation during the five consecutive calendar years of employment out of the ten
consecutive calendar years (frozen at December 31, 2009) immediately preceding the participant�s retirement date or
termination date, multiplied by his total years of service earned prior to January 1, 2002. For years of service earned
after December 31, 2001, the benefit formula has been reduced to coordinate with social security. The reduced benefit
is equal to 0.95% of the participant�s average compensation up to the 35-year average of the social security wage base
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in effect during the 35-year period ending on the last day of the calendar year in which the participant�s employment is
terminated, plus 1.5% of the participant�s average compensation in excess of the 35-year average for each year of
service earned after December 31, 2001 not to exceed 35 years of service. For each year of service exceeding 35 years
earned after December 31, 2001, an additional benefit of 0.95% of final average compensation will be provided.
Compensation includes salary and other compensation received during the year and deferred income earned, but does
not include imputed income, severance pay, special discretionary cash payments or other non-cash compensation. The
relationship of the covered compensation to the annual compensation shown in the Summary Compensation Table
would be the Salary and Non-Equity Incentive Plan Compensation columns. A plan participant who is at least age 55
and who retires after completion of at least five years of eligible service receives a benefit equal to the amount the
participant would have received if the participant had retired at age 65, reduced by an amount equal to 0.5% of the
benefit multiplied by the number of months between the date the

41

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 84



Table of Contents

participant commences receiving benefits and the date the participant would have commenced to receive benefits if he
had not retired prior to age 65.

Of our named executive officers, only Messrs. Orlando, Klett, Simpson and Myones participate in this plan because of
their prior employment by Covanta Energy and satisfaction of the full year of service requirement for participation.
Effective upon freezing participation in this defined benefit plan on December 31, 2005, all employees, including the
named executive officers noted above, who were active participants in the plan on that date were 100% vested and
acquired a nonforfeitable right to the plan�s benefits as of such date. Pension benefits are provided to participants under
several types of retirement options based upon years of continuous service and age. Retirement benefits are paid to
pensioners or beneficiaries in the form of a straight life annuity or various forms of joint and survivor annuities. In
calculating benefits to eligible employees, we take into account an individual employee�s average earnings over his or
her highest five consecutive years of the last ten years of employment, and his or her total years of eligible service.
While the participant�s pension benefits will reflect the highest average five consecutive year compensation level of
their last ten years of employment (as of 12/31/2009), under the terms of the plan as frozen, we disregard all years of
service after December 31, 2005 for purposes of determining the �total years of service� component of the calculated
benefit. Compensation includes salary and other compensation received during the year and deferred income earned,
but does not include imputed income, severance pay, special discretionary cash payments or other non-cash
compensation.

Supplemental Benefit Plan

We provided to eligible employees, including Messrs. Orlando, Klett, Simpson and Myones, a non-qualified
supplemental defined benefit plan, relative to the Covanta Energy Pension Plan. This plan provided a benefit
equivalent to the Covanta Energy Pension Plan benefit for earnings above the Internal Revenue Service earnings cap,
which was $245,000 in 2010.

This non-qualified plan was in effect since the inception of the Covanta Energy Pension Plan, continued in effect
throughout Covanta Energy�s bankruptcy and was approved as part of its reorganization plan by creditors and the
bankruptcy court. This plan represents an unfunded and unsecured obligation of Covanta Energy to pay its calculated
benefit to retiring employees as and when they would otherwise be eligible to receive a benefit under the now-frozen
qualified defined benefit plan. In connection with the freezing of the Covanta Energy Pension Plan, this plan also was
frozen effective December 31, 2005 on the same terms as applicable to the related qualified plan.
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The following table shows pension benefit information as of December 31, 2010 for the named executive officers
under the Covanta Energy Pension Plan and the Covanta Energy Supplemental Benefit Plan. No pension benefits were
paid to any of the named executive officers in the year ended December 31, 2010.

Pension Benefits 2010

Present
Number of Value of

Years of Accumulated
Credited
Service Benefit(1)

Name Plan Name (#) ($)

Anthony J. Orlando Covanta Energy Pension Plan 17.7 $ 547,031
Supplemental Benefit Plan 17.7 $ 1,305,408

Sanjiv Khattri Covanta Energy Pension Plan � $ �
Supplemental Benefit Plan � $ �

Mark A. Pytosh Covanta Energy Pension Plan � $ �
Supplemental Benefit Plan � $ �

John M. Klett Covanta Energy Pension Plan 18.8 $ 1,331,437
Supplemental Benefit Plan 18.8 $ 602,602

Timothy J. Simpson Covanta Energy Pension Plan 12.3 $ 312,053
Supplemental Benefit Plan 12.3 $ 255,700

Seth Myones Covanta Energy Pension Plan 15.7 $ 334,738
Supplemental Benefit Plan 15.7 $ 312,882

Thomas Bucks Covanta Energy Pension Plan � $ �
Supplemental Benefit Plan � $ �

(1) Our actuarial assumptions used to determine the present value of the accumulated benefit at December 31, 2010
were as follows: a measurement date of December 31, a discount rate of 5.50%, a retirement age of 65 years and
the RP-2000 mortality, projected to 2015 for the Covanta Energy Pension Plan (qualified plan) and the mortality
required under the Internal Revenue Code for purposes of calculating lump sums for the Supplemental
Retirement Plan (nonqualified plan). The RP-2000 mortality table refers to the RP-2000 Combined Mortality
Table which combines the mortality experience of active employees and healthy annuitants and is one of the
mortality tables developed by the Society of Actuaries in connection with the Retirement Protection Act of 1994,
as amended, which established mortality assumptions to be used when calculating current liabilities for pension
plans. The table is projected to the year 2015 in order to better reflect future mortality improvements.

Covanta Energy Savings Plan

The Covanta Energy Savings Plan is comprised of two components: The first component, which we provide to
eligible employees, including named executive officers, is a qualified 401(k) retirement plan. All full-time and
part-time employees not subject to a collective bargaining agreement are eligible to participate in this plan upon
employment. Named executive officers may elect to contribute a fixed percentage of their earnings into this plan, up
to the limit prescribed for 2010 by the IRS of $245,000 in annual earnings. We provide a matching contribution of
100% of the first 3% of an individual�s earnings, and 50% of the next 2% of such individual�s earnings up to the IRS
limit. Our matching contributions are immediately vested.
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The second component, which we provide eligible employees, including named executive officers, is a qualified
defined contribution retirement plan. This plan became effective as of January 1, 2006 and was designed as an
ongoing substitute for the pre-existing defined benefit plan which was frozen as of December 31, 2005. We contribute
to this defined contribution plan an amount equal to 3% of an individual�s annual eligible compensation as defined in
the plan document up to the social security wage base (which for 2010 was $106,800) and 6% of additional annual
compensation up to the IRS limit, which was $245,000 in 2010. Contributions to the defined contribution plan vest in
equal amounts over a five year period based on continued employment. Effective January 1, 2011, the plan was
amended to change this formula to a straight 3%. The definition of eligible compensation under the plan was
amended, effective January 1, 2011, to exclude all bonus payments.

43

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 87



Table of Contents

Severance Plan and Potential Payments upon Termination or Change in Control

Severance Agreements

In February 2010 we adopted, a severance plan for our senior officers. This plan covers our Chief Executive Officer,
Executive Vice Presidents, Regional Presidents and Senior Vice Presidents. This plan was amended in March 2010 to
include our Chief Accounting Officer and Treasurer. Change in control arrangements are also covered in our equity
award agreements.

Defined Terms in the Severance Plan for Covanta Energy Corporation Senior Officers and Covanta Holding
Corporation Restricted Stock Award Agreement

For purposes of the Severance Plan for Covanta Energy Corporation Senior Officers, which we refer to as the
�Severance Plan,� and Restricted Stock Award Agreement described in this proxy statement, the terms �cause,� �change in
control,� and �eligible termination of employment� are defined as follows:

�Cause� shall mean, with respect to the termination of an Employee�s employment with the Company Group, such
Employee�s (i) failure or refusal to perform the duties of his or her employment with the Company Group in a
reasonably satisfactory manner, (ii) fraud or other act of dishonesty, (iii) serious misconduct in connection with the
performance of his or her duties for the Company Group, (iv) material violation of any policy or procedure of the
Company Group, (v) conviction of, or plea of nolo contendere to, a felony or other crime or (vi) other conduct that has
or reasonably is expected to result in material injury to the business or reputation of any member of the Company
Group, in any such case, as determined by the Administrator in his/her sole discretion.

�Change in Control� shall mean the occurrence of any of the following events, each of which shall be determined
independently of the others:

(a) any �Person�, other than a holder of at least 10% of our outstanding voting power of Covanta as of the date of this
Plan, becomes a �beneficial owner� (as such term is used in Rule 13d-3 promulgated under the Securities Exchange Act
of 1934, as amended) of a majority of the stock of Covanta entitled to vote in the election of our directors or the
directors of Covanta;

(b) individuals who are our �Continuing Directors� of Covanta cease to constitute a majority of the members of the
Board. For purposes of this definition, �Continuing Directors� shall mean the members of the Board on the date of
execution of this Plan, provided that any person becoming a member of the Board subsequent to such date whose
election or nomination for election was supported by at least a majority of the directors who then comprised the
Continuing Directors shall be considered to be a Continuing Director;

(c) stockholders of Covanta adopt and consummate a plan of complete or substantial liquidation or an agreement
providing for the distribution of all or substantially all of our assets or the assets of Covanta;

(d) Covanta is a party to a merger, consolidation, other form of business combination or a sale of all or substantially
all of its assets, with an unaffiliated third party, unless the business of Covanta following consummation of such
merger, consolidation or other business combination is continued following any such transaction by a resulting entity
(which may be, but need not be, Covanta) and the stockholders of Covanta immediately prior to such transaction hold,
directly or indirectly, at least a majority of the voting power of the resulting entity; provided, however, that a merger
or consolidation effected to implement a recapitalization of Covanta (or similar transaction) shall not constitute a
Change in Control;
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(e) there is a Change in Control of Covanta of a nature that is reported in response to item 5.01 of Current Report on
Form 8-K or any similar item, schedule or form under the Exchange Act, as in effect at the time of the change,
whether or not Covanta is then subject to such reporting requirements; provided, however, that for purposes of this
Plan, a Change in Control shall not be deemed to occur if the Person or Persons deemed to have acquired control is a
holder of at least 10% of the outstanding voting power as of the date of this Plan; or

(f) Covanta consummates a transaction which constitutes a �Rule 13e-3 transaction� (as such term is defined in
Rule 13e-3 of the Securities Exchange Act of 1934, as amended) prior to the termination of this Plan.
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�Eligible Termination of Employment� shall mean the involuntary termination other than for Cause of an Employee�s
employment with the Company Group.

Executive Officer Termination Compensation

Anthony J. Orlando was named our President and Chief Executive Officer effective October 5, 2004. Mr. Orlando
continues to serve as the President and Chief Executive Officer of Covanta Energy, a position he has held since
November 2003.

The following table shows the potential payments to Mr. Orlando upon his termination of employment or a change in
control of the Company under the Severance Plan and equity award agreements or other plans or agreements of the
Company assuming a termination or change of control occurred on December 31, 2010. The table (1) excludes vested
account balances under the Covanta Energy Savings Plan and (2) the benefits set forth in the �Pension Benefits Table.�

Executive Officer
Benefits and
Payment upon

Termination or Voluntary
Not for
Cause

For
Cause Change in

Change in Control Termination Retirement Termination Termination Control Death Disability

Compensation:
Cash $ 27,692(1) $ 27,692(1) $ 1,440,001(2) $ 27,692(1) $ 2,818,373(2) $ 27,692(1) $ 27,692(1)

Stock Option $ � $ � $ � $ � $ � (3)(4) $ � $ �
Restricted Stock $ � $ � $ � $ � $ 1,517,973(3)(5) $ � $ �
Growth Equity
Awards $ � $ � $ � $ � $ 3,651,963(6) $ � $ �
Benefits and
Perquisites:
Health Care $ � $ � $ 30,794(7) $ � $ 32,846(7) $ � $ 38,490(8)

Life Insurance
Benefits $ � $ � $ � $ � $ � $ 1,000,000(9) $ �

Total: $ 27,692 $ 27,692 $ 1,470,795 $ 27,692 $ 8,021,155 $ 1,027,692 $ 66,182

(1) Assumes that two weeks of annual base salary have not been paid in accordance with our standard payment
practices.

(2) In the event that Mr. Orlando�s employment is terminated without cause or good reason, he shall be entitled to a
severance payment equal to 24 months of his then current annual base pay plus, if the termination is as a result of
a change in control, his average annual cash bonus received during the two prior full employment years, and
continuation of medical and dental insurance coverages (plus life insurance if termination is a result of a change
in control) for 24 months. In the event of a termination without cause or good reason, the severance payment is
payable in accordance with the normal payroll cycle with payment in full no later than December 31st of the
second calendar year, following the calendar year in which the eligible termination occurred. In the event of a
termination because of a change in control, 50% of the payment will be paid on the 90th day following the date of
termination and 50% shall be paid on a monthly basis over two years.
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(3) Under the terms of the applicable equity award agreements, if Mr. Orlando�s termination is a result of a change in
control, all unvested options, shares of restricted stock or other equity awards then held by Mr. Orlando shall
immediately vest under the terms of the respective agreements under which such equity awards were granted.

(4) Represents the value of unvested stock options held by Mr. Orlando. However, because the exercise price of
$20.52 with respect to 108,000 shares and $24.76 per share with respect to 120,000 shares is greater than the
$17.19 per share closing price of our common stock on the New York Stock Exchange on December 31, 2010, the
unvested stock options have no value for purposes of this table.

(5) Represents the value of accelerated unvested restricted stock calculated by multiplying the number of shares of
unvested restricted stock held Mr. Orlando by $17.19, the closing price of our common stock on the New York
Stock Exchange on December 31, 2010.

(6) Represents the value of accelerated unvested restricted stock units and corresponding unvested cash dividends
calculated by multiplying the number unvested restricted stock units held Mr. Orlando by $17.19, the closing
price of our common stock on the New York Stock Exchange on December 31, 2010.

45

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 91



Table of Contents

(7) Pursuant to the Severance Plan, provided Mr. Orlando�s employment terminated without cause or good reason or
as a result of a change in control, he would be entitled to continuation of medical and dental coverage (plus life
insurance if termination is a result of a change in control) for 24 months.

(8) Under Covanta�s long-term disability policy, Covanta provides medical and dental coverage for up to 24 months
provided Mr. Orlando meets the definition of �disabled� pursuant to that policy.

(9) Reflects the estimated present value of the proceeds payable to Mr. Orlando�s beneficiaries upon his death.

Sanjiv Khattri has served as our Executive Vice President and Chief Financial Officer since August 2010.

The following table shows the potential payments to Mr. Khattri upon his termination of employment or a change in
control of the Company under the Severance Plan and the equity award agreements or other plans or agreements of the
Company assuming a termination or change of control occurred on December 31, 2010. The table excludes vested
account balances under the Covanta Energy Savings Plan.

Executive Officer
Benefits and
Payment upon

Termination or Voluntary
Not for
Cause

For
Cause Change in

Change in Control Termination Retirement Termination Termination Control Death Disability

Compensation:
Cash $ 16,346(1) $ 16,346(1) $ 637,500(2) $ 16,346(1) $ 637,500(2) $ 16,346(1) $ 16,346(1)

Stock Option $ � $ � $ � $ � $ � $ � $ �
Restricted Stock $ � $ � $ � $ � $ 527,303(3)(4) $ � $ �
Growth Equity
Awards $ � $ � $ � $ � $ � $ � $ �
Benefits and
Perquisites:
Health Care $ � $ � $ 15,841(5) $ � $ 16,995(5) $ � $ 26,447(6)

Life Insurance
Benefits $ � $ � $ � $ � $ � $ 750,000(7) $ �

Total: $ 16,346 $ 16,346 $ 653,341 $ 16,346 $ 1,181,798 $ 766,346 $ 42,823

(1) Assumes that two weeks of annual base salary have not been paid in accordance with our standard payment
practices.

(2) In the event that Mr. Khattri�s employment is terminated without cause or good reason, he shall be entitled to a
severance payment equal to 18 months of his then current annual base pay plus, if the termination is as a result of
a change in control, his average cash bonus received during the two prior full employment years, and continuation
of medical and dental insurance coverages (plus life insurance if termination is a result of a change in control) for
18 months. In the event of a termination without cause or good reason, the severance payment is payable in
accordance with the normal payroll cycle with payment in full no later than December 31st of the second calendar
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year, following the calendar year in which the eligible termination occurred. In the event of a termination because
of a change in control, 50% of the payment will be paid on the 90th day following the date of termination and
50% shall be paid on a monthly basis over 18 months.

(3) Under the terms of the applicable equity award agreements, if Mr. Khattri�s termination is a result of a change in
control, all unvested shares of restricted stock or other equity awards then held by Mr. Khattri shall immediately
vest under the terms of the respective agreements under which such equity awards were granted.

(4) Represents the value of accelerated unvested restricted stock calculated by multiplying the number of shares of
unvested restricted stock held Mr. Khattri by $17.19, the closing price of our common stock on the New York
Stock Exchange on December 31, 2010.

(5) Pursuant to the Severance Plan, provided Mr. Khattri employment terminated without cause or good reason or as
a result of a change in control, he would be entitled to continuation of medical and dental coverage (plus life
insurance if termination is a result of a change in control) for 18 months.

(6) Under Covanta�s long-term disability policy, Covanta provides medical and dental coverage for up to 24 months
provided Mr. Khattri meets the definition of �disabled� pursuant to that policy.

(7) Reflects the estimated present value of the proceeds payable to Mr. Khattri�s beneficiaries upon his death.
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John M. Klett has served as Covanta Energy�s Executive Vice President and Chief Operating Officer since November
2007 and as Covanta Energy�s Senior Vice President and Chief Operating Officer from May 2006 to November 2007.
Previously Mr. Klett served as Covanta Energy�s Senior Vice President, Operations, from March 2003 to May 2006.

The following table shows the potential payments to Mr. Klett upon his termination of employment or a change in
control of the Company under the Severance Plan and the equity award agreements or other plans or agreements of the
Company assuming a termination or change of control occurred on December 31, 2010. The table (1) excludes vested
account balances under the Covanta Energy Savings Plan and (2) the benefits set forth in the �Pension Benefits Table.�

Executive Officer
Benefits and
Payment upon

Termination or Voluntary
Not for
Cause

For
Cause Change in

Change in Control Termination Retirement Termination Termination Control Death Disability

Compensation:
Cash $ 13,596(1) $ 13,596(1) $ 530,250(2) $ 13,596(1) $ 912,989(2) $ 13,596(1) $ 13,596(1)

Stock Option $ � $ � $ � $ � $ � (3)(4) $ � $ �
Restricted Stock $ � $ � $ � $ � $ 725,869(3)(5) $ � $ �
Growth Equity
Awards $ � $ � $ � $ � $ 1,744,197(6) $ � $ �
Benefits and
Perquisites:
Health Care $ � $ � $ 23,095(7) $ � $ 24,185(7) $ � $ 38,490(8)

Life Insurance
Benefits $ � $ � $ � $ � $ � $ 708,000(9) $ �

Total: $ 13,596 $ 13,596 $ 553,345 $ 13,596 $ 3,407,240 $ 721,596 $ 52,086

(1) Assumes that two weeks of annual base salary have not been paid in accordance with our standard payment
practices.

(2) In the event that Mr. Klett�s employment is terminated without cause or good reason, he shall be entitled to a
severance payment equal to 18 months of his then current annual base pay plus, if the termination is as a result of
a change in control, his average annual cash bonus received during the two prior full employment years, and
continuation of medical and dental insurance coverages (plus life insurance if termination is a result of a change
in control) for 18 months. In the event of a termination without cause or good reason, the severance payment is
payable in accordance with the normal payroll cycle with payment in full no later than December 31st of the
second calendar year, following the calendar year in which the eligible termination occurred. In the event of a
termination because of a change in control, 50% of the payment will be paid on the 90th day following the date of
termination and 50% shall be paid on a monthly basis over 18 months.

(3) Under the terms of the applicable equity award agreements, if Mr. Klett�s termination is a result of a change in
control, all unvested options, shares of restricted stock or other equity awards then held by Mr. Klett shall
immediately vest under the terms of the respective agreements under which such equity awards were granted.

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 94



(4) Represents the value of unvested stock options held by Mr. Klett. However, because the exercise price of $20.52
with respect to 54,000 shares is greater than the $17.19 per share closing price of our common stock on the New
York Stock Exchange on December 31, 2010, the unvested stock options have no value for purposes of this table.

(5) Represents the value of accelerated unvested restricted stock calculated by multiplying the number of shares of
unvested restricted stock held Mr. Klett by $17.19, the closing price of our common stock on the New York Stock
Exchange on December 31, 2010.

(6) Represents the value of accelerated unvested restricted stock units and corresponding unvested cash dividends
calculated by multiplying the number of unvested restricted stock units held Mr. Klett by $17.19, the closing price
of our common stock on the New York Stock Exchange on December 31, 2010.

(7) Pursuant to the Severance Plan, provided Mr. Klett�s employment terminated without cause or good reason or as a
result of a change in control, he would be entitled to continuation of medical and dental coverage (plus life
insurance if termination is a result of a change in control) for 18 months.
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(8) Under Covanta�s long-term disability policy, Covanta provides medical and dental coverage for up to 24 months
provided Mr. Klett meets the definition of �disabled� pursuant to that policy.

(9) Reflects the estimated present value of the proceeds payable to Mr. Klett�s beneficiaries upon his death.

Timothy J. Simpson has served as our Executive Vice President, General Counsel and Secretary since November 2007
and as our Senior Vice President, General Counsel and Secretary from October 2004 to November 2007. Mr. Simpson
continues to serve as the Senior Vice President, General Counsel and Secretary of Covanta Energy, a position he has
held since March 2004.

The following table shows the potential payments to Mr. Simpson upon his termination of employment or a change in
control of the Company under the Severance Plan and the equity award agreements or other plans or agreements of the
Company assuming a termination or change of control occurred on December 31, 2010. The table (1) excludes vested
account balances under the Covanta Energy Savings Plan and (2) the benefits set forth in the �Pension Benefits Table.�

Executive Officer
Benefits and
Payment upon

Termination or Voluntary
Not for
Cause

For
Cause Change in

Change in Control Termination Retirement Termination Termination Control Death Disability

Compensation:
Cash $ 12,162(1) $ 12,162(1) $ 474,300(2) $ 12,162(1) $ 754,113(2) $ 12,162(1) $ 12,162(1)

Stock Option $ � $ � $ � $ � $ � (3)(4) $ � $ �
Restricted Stock $ � $ � $ � $ � $ 719,721(3)(5) $ � $ �
Growth Equity
Awards $ � $ � $ � $ � $ 1,744,197(6) $ � $ �
Benefits and
Perquisites:
Health Care $ � $ � $ 23,095(7) $ � $ 24,070(7) $ � $ 38,490(8)

Life Insurance
Benefits $ � $ � $ � $ � $ � $ 633,000(9) $ �

Total: $ 12,162 $ 12,162 $ 497,395 $ 12,162 $ 3,242,101 $ 645,162 $ 50,652

(1) Assumes that two weeks of annual base salary have not been paid in accordance with our standard payment
practices.

(2) In the event that Mr. Simpson�s employment is terminated without cause or good reason, he shall be entitled to a
severance payment equal to 18 months of his then current annual base pay plus, if the termination is as a result of
a change in control, his average annual cash bonus received during the two prior full employment years, and
continuation of medical and dental insurance coverages (plus life insurance if termination is a result of a change
in control) for 18 months. In the event of a termination without cause or good reason, the severance payment is
payable in accordance with the normal payroll cycle with payment in full no later than December 31st of the
second calendar year, following the calendar year in which the eligible termination occurred. In the event of a
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termination because of a change in control, 50% of the payment will be paid on the 90th day following the date of
termination and 50% shall be paid on a monthly basis over 18 months.

(3) Under the terms of the applicable equity award agreements, if Mr. Simpson�s termination is a result of a change in
control, all unvested options, shares of restricted stock or other equity awards then held by Mr. Simpson shall
immediately vest under the terms of the respective agreements under which such equity awards were granted.

(4) Represents the value of unvested stock options held by Mr. Simpson. However, because the exercise price of
$20.52 with respect to 48,000 shares is greater than the $17.19 per share closing price of our common stock on
the New York Stock Exchange on December 31, 2010, the unvested stock options have no value for purposes of
this table.
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(5) Represents the value of accelerated unvested restricted stock calculated by multiplying the number of shares of
unvested restricted stock held Mr. Simpson by $17.19, the closing price of our common stock on the New York
Stock Exchange on December 31, 2010.

(6) Represents the value of accelerated unvested restricted stock units and corresponding unvested cash dividends
calculated by multiplying the number of unvested restricted stock units held Mr. Simpson by $17.19, the closing
price of our common stock on the New York Stock Exchange on December 31, 2010.

(7) Pursuant to the Severance Plan, provided Mr. Simpson�s employment terminated without cause or good reason or
as a result of a change in control, he would be entitled to continuation of medical and dental coverage (plus life
insurance if termination is a result of a change in control) for 18 months.

(8) Under Covanta�s long-term disability policy, Covanta provides medical and dental coverage for up to 24 months
provided Mr. Simpson meets the definition of �disabled� pursuant to that policy.

(9) Reflects the estimated present value of the proceeds payable to Mr. Simpson�s beneficiaries upon his death.

Seth Myones has served as President � Americas, Covanta Projects since November 2007. Previously Mr. Myones
served as Covanta Energy�s Senior Vice President, Business Management, from January 2004 to November 2007 and
as Vice President, Regional Business Manager from 1994 to January 2004.

The following table shows the potential payments to Mr. Myones upon his termination of employment or a change in
control of the Company under the Severance Plan and the equity award agreements or other plans or agreements of the
Company assuming a termination or change of control occurred on December 31, 2010. The table (1) excludes vested
account balances under the Covanta Energy Savings Plan and (2) the benefits set forth in the �Pension Benefits Table.�

Executive Officer
Benefits and
Payment upon

Termination or Voluntary
Not for
Cause

For
Cause Change in

Change in Control Termination Retirement Termination Termination Control Death Disability

Compensation:
Cash $ 12,308(1) $ 12,308(1) $ 480,000(2) $ 12,038(1) $ 769,949(2) $ 12,308(1) $ 12,308(1)

Stock Option $ � $ � $ � $ � $ � (3)(4) $ � $ �
Restricted Stock $ � $ � $ � $ � $ 719,721(3)(5) $ � $ �
Growth Equity
Awards $ � $ � $ � $ � $ 1,744,197(6) $ � $ �
Benefits and
Perquisites:
Health Care $ � $ � $ 23,095(7) $ � $ 24,082(7) $ � $ 38,490(8)

Life Insurance
Benefits $ � $ � $ � $ � $ � $ 641,000(9) $ �

Total: $ 12,308 $ 12,308 $ 503,095 $ 12,038 $ 3,257,949 $ 653,308 $ 50,798

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 98



(1) Assumes that two weeks of annual base salary have not been paid in accordance with our standard payment
practices.

(2) In the event that Mr. Myones� employment is terminated without cause or good reason, he shall be entitled to a
severance payment equal to 18 months of his then current annual base pay plus, if the termination is as a result of
a change in control, his average annual cash bonus received during the two prior full employment years, and
continuation of medical and dental insurance coverages (plus life insurance if termination is a result of a change
in control) for 18 months. In the event of a termination without cause or good reason, the severance payment is
payable in accordance with the normal payroll cycle with payment in full no later than December 31st of the
second calendar year, following the calendar year in which the eligible termination occurred. In the event of a
termination because of a change in control, 50% of the payment will be paid on the 90th day following the date of
termination and 50% shall be paid on a monthly basis over 18 months.

(3) Under the terms of the applicable equity award agreements, if Mr. Myones� termination is a result of a change in
control, all unvested options, shares of restricted stock or other equity awards then held by Mr. Myones shall
immediately vest under the terms of the respective agreements under which such equity awards were granted.
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(4) Represents the value of unvested stock options held by Mr. Myones. However, because the exercise price of
$20.52 with respect to 48,000 shares is greater than the $17.19 per share closing price of our common stock on
the New York Stock Exchange on December 31, 2010, the unvested stock options have no value for purposes of
this table.

(5) Represents the value of accelerated unvested restricted stock calculated by multiplying the number of shares of
unvested restricted stock held Mr. Myones by $17.19, the closing price of our common stock on the New York
Stock Exchange on December 31, 2010.

(6) Represents the value of accelerated unvested restricted stock units and corresponding unvested cash dividends
calculated by multiplying the number of unvested restricted stock units held Mr. Myones by $17.19, the closing
price of our common stock on the New York Stock Exchange on December 31, 2010.

(7) Pursuant to the Severance Plan, provided Mr. Myones� employment terminated without cause or good reason or as
a result of a change in control, he would be entitled to continuation of medical and dental coverage (plus life
insurance if termination is a result of a change in control) for 18 months.

(8) Under Covanta�s long-term disability policy, Covanta provides medical and dental coverage for up to 24 months
provided Mr. Myones meets the definition of �disabled� pursuant to that policy.

(9) Reflects the estimated present value of the proceeds payable to Mr. Myones� beneficiaries upon his death.

Thomas Bucks served as interim Chief Financial Officer from April 1, 2010 through August 15, 2010, in addition to
his role as Vice President, Chief Accounting Officer, which he has served as since March 21, 2005. Previously,
Mr. Bucks served as Controller from February 24, 2005 to March 20, 2005.

The following table shows the potential payments to Mr. Bucks upon his termination of employment or a change in
control of the Company under the Severance Plan and the equity award agreements or other plans or agreements of the
Company assuming a termination or change of control occurred on December 31, 2010. The table (1) excludes vested
account balances under the Covanta Energy Savings Plan and (2) the benefits set forth in the �Pension Benefits Table.�

Executive Officer
Benefits and
Payment upon

Termination or Voluntary
Not for
Cause

For
Cause Change in

Change in Control Termination Retirement Termination Termination Control Death Disability

Compensation:
Cash $ 9,399(1) $ 9,399(1) $ 366,557(2) $ 9,399(1) $ 523,854(2) $ 9,399(1) $ 9,399(1)
Stock Option $ � $ � $ � $ � $ � (3)(4) $ � $ �
Restricted Stock $ � $ � $ � $ � $ 258,617(3)(5) $ � $ �
Growth Equity
Awards $ � $ � $ � $ � $ � $ � $ �
Benefits and
Perquisites:
Health Care $ � $ � $ 15,841(6) $ � $ 16,593(6) $ � $ 21,121(7)
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Life Insurance
Benefits $ � $ � $ � $ � $ � $ 489,000(8) $ �

Total: $ 9,399 $ 9,399 $ 382,398 $ 9,399 $ 799,064 $ 498,399 $ 30,520

(1) Assumes that two weeks of annual base salary have not been paid in accordance with our standard payment
practices.

(2) In the event that Mr. Bucks� employment is terminated without cause or good reason, he shall be entitled to a
severance payment equal to 18 months of his then current annual base pay plus, if the termination is as a result of
a change in control, his average annual cash bonus received during the two prior full employment years, and
continuation of medical and dental insurance coverages (plus life insurance if termination is a result of a change
in control) for 18 months. In the event of a termination without cause or good reason, the severance payment is
payable in accordance with the normal payroll cycle with payment in full no later than December 31st of the
second calendar year, following the calendar year in which the eligible termination occurred. In the event of a
termination because of a change in control, 50% of the payment will be paid on the 90th day following the date of
termination and 50% shall be paid on a monthly basis over 18 months.
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(3) Under the terms of the applicable equity award agreements, if Mr. Bucks� termination is a result of a change in
control, all unvested options, shares of restricted stock or other equity awards then held by Mr. Bucks shall
immediately vest under the terms of the respective agreements under which such equity awards were granted.

(4) Represents the value of unvested stock options held by Mr. Bucks. However, because the exercise price of $20.52
with respect to 18,000 shares is greater than the $17.19 per share closing price of our common stock on the New
York Stock Exchange on December 31, 2010, the unvested stock options have no value for purposes of this table.

(5) Represents the value of accelerated unvested restricted stock calculated by multiplying the number of shares of
unvested restricted stock held Mr. Bucks by $17.19, the closing price of our common stock on the New York
Stock Exchange on December 31, 2010.

(6) Pursuant to the Severance Plan, provided Mr. Bucks� employment terminated without cause or good reason or as a
result of a change in control, he would be entitled to continuation of medical and dental coverage (plus life
insurance if termination is a result of a change in control) for 18 months.

(7) Under Covanta�s long-term disability policy, Covanta provides medical and dental coverage for up to 24 months
provided Mr. Bucks meets the definition of �disabled� pursuant to that policy.

(8) Reflects the estimated present value of the proceeds payable to Mr. Bucks� beneficiaries upon his death.

Mark A. Pytosh served as our Executive Vice President and Chief Financial Officer from November 2007 until his
resignation effective as of March 31, 2010; and as our Senior Vice President and Chief Financial Officer from
September 2006 to November 2007. Mr. Pytosh received no payments upon his resignation.

Restrictive Covenants

Our obligation to vest restricted stock grants under the Covanta Holding Corporation Restricted Stock Award
Agreement described above is conditioned upon such officer complying with his continuing obligations under the
restrictive covenants relating to confidentiality, non-competition and non-solicitation of customers and employee and
the execution of a standard form of general release.

The Restricted Stock Award Agreement contains non-compete, non-solicitation and confidentiality provisions. As set
forth in each of the agreements, the restrictive covenants survive termination of employment for the periods stated in
the Severance Plan as set forth below:

Named Executive Officer Restrictive Covenant Survival Period

Anthony J. Orlando Non-Compete 24 months
Non-Solicit Customers 24 months
Non-Solicit Employees 24 months

Confidentiality 60 months
Sanjiv Khattri, John M. Klett, Timothy
J. Simpson, Seth Myones and Thomas
Bucks Non-Compete 18 months

Non-Solicit Customers 18 months
Non-Solicit Employees 18 months

Edgar Filing: COVANTA HOLDING CORP - Form DEF 14A

Table of Contents 102



Confidentiality 60 months

Compensation Committee Interlocks and Insider Participation

None of Mr. Silberman (Chair), Mr. Barse or Mr. Bynoe, the persons who served as members of the Compensation
Committee in 2010, were, during that year or previously, an officer or employee of ours or any of our subsidiaries or
had any other relationship requiring disclosure herein, except as follows:

Mr. Barse was previously our President and Chief Operating Officer from July 1996 until July 24, 2002.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following tables set forth information, as of March 21, 2011 unless otherwise specified, concerning:

� beneficial ownership of our common stock by (1) SZ Investments together with its affiliate EGI-Fund (05-07)
Investors, L.L.C., referred to as �Fund 05-07,� (2) Neuberger Berman together with its affiliate Neuberger
Berman Group LLP, (3) Morgan Stanley together with its affiliate Morgan Stanley Investment Management
Inc., (4) Third Avenue and (5) Blue Ridge Limited Partnership together with its affiliates, referred to as �Blue
Ridge,� which are the only beneficial owners known to us of 5% or more of our common stock; and

� beneficial ownership of our common stock by (1) all of our current directors, (2) those executive officers
named in the Summary Compensation Table included in this proxy statement, referred to as the �named
executive officers� in this proxy statement, and (3) all of our current directors and executive officers together as
a group.

The number of shares beneficially owned by each entity, person, current director or named executive officer is
determined under the rules of the SEC, and the information is not necessarily indicative of beneficial ownership for
any other purpose. Under such rules, beneficial ownership includes any shares which the individual has the right to
acquire within 60 days after the date of this table, through the exercise of any stock option or other right. Unless
otherwise indicated, each person has sole investment and voting power, or shares such powers with his or her spouse
or dependent children within his or her household, with respect to the shares set forth in the following table. Unless
otherwise indicated, the address for all current executive officers and directors is c/o Covanta Holding Corporation,
445 South Street, Morristown, New Jersey 07960.

Equity Ownership of Certain Beneficial Owners

Number of Shares Approximate

Name and Address of Beneficial Owner Beneficially Owned
Percent of

Class

SZ Investments L.L.C.(1) 14,949,182 10.1%
Two North Riverside Plaza, Suite 600
Chicago, Illinois 60606
Neuberger Berman(2) 11,880,147 8.1%
605 Third Avenue
New York, New York 10158
Morgan Stanley(3) 11,055,731 7.5%
1585 Broadway
New York, New York 10036
Third Avenue Management LLC(4) 9,261,289(5) 6.3%
622 Third Avenue, 32nd Floor
New York, New York 10017
Blue Ridge Limited Partnership(6) 8,662,117 5.9%
660 Madison Avenue
20th Floor
New York, New York 10021
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(1) Based on a Schedule 13D/A filed with the SEC on November 17, 2009, this includes the shares owned as
follows: (a) 12,607,682 shares that SZ Investments beneficially owns with shared voting and dispositive power;
(b) 2,341,500 shares that Fund 05-07 beneficially owns with shared voting and dispositive power; and (c) all
14,949,182 shares listed in the preceding (a) and (b) as beneficially owned by SZ Investments and Fund 05-07,
respectively, are also beneficially owned with shared voting and dispositive power with Chai Trust Company,
LLC, referred to as �Chai Trust.� SZ Investments is the managing member of Fund 05-07. SZ Investments and
Fund 05-07 are each indirectly controlled by various trusts established for the benefit of Samuel Zell and
members of his family, the trustee of each of which is Chai Trust. Mr. Zell is not a director of Chai Trust and thus
disclaims beneficial ownership of all such shares, except to the extent of his pecuniary interest therein.
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Both Mr. Zell and William C. Pate are executive officers of EGI. Mr. Zell is an executive officer of Fund 05-07
and SZ Investments. Mr. Zell was elected as our Chairman of the Board in September 2005 and he also
previously served as a director from 1999 to 2004 and as our Chairman of the Board from July 2002 to October
2004, when he did not stand for re-election. In addition, Mr. Zell was our President and Chief Executive Officer
from July 2002 until his resignation in April 2004. Mr. Pate served as our Chairman of the Board from October
2004 through September 2005 and has been a director since 1999. The addresses of each of Fund 05-07 and EGI
are as set forth in the table above for SZ Investments.

(2) Based on a Schedule 13G filed with the SEC on February 14, 2011, an aggregate of 11,880,147 shares of our
common stock are beneficially owned by Neuberger Berman LLC and Neuberger Berman Group LLC. These
shares are owned as follows: (a) 9,516,280 shares that Neuberger Berman LLC and Neuberger Berman Group
LLC own with shared voting power; and (b) 11,880,147 shares that Neuberger Berman LLC and Neuberger
Berman Group LLC own with shared dispositive power. Neuberger Berman LLC shares voting and dispositive
power with Neuberger Berman Group LLC.

(3) Based on a Schedule 13G filed with the SEC on February 9, 2011, an aggregate of 11,055,731 shares of our
common stock are beneficially owned by Morgan Stanley and Morgan Stanley Investment Management Inc., an
investment adviser. These shares are owned as follows: (a) 10,764,034 shares that Morgan Stanley, referred to as
�MS,� owns with sole voting power; (b) 11,055,731 shares that MS owns with sole dispositive power;
(c) 10,412,989 shares that Morgan Stanley Investment Management Inc., referred to as �MSIMI,� owns with sole
voting power; and (d) 10,704,686 shares that MSIMI owns with sole dispositive power. MSIMI is a wholly
owned subsidiary of MS.

(4) Third Avenue, a registered investment advisor under Section 203 of the Investment Advisors Act of 1940, as
amended, invests funds on a discretionary basis on behalf of investment companies registered under the
Investment Company Act of 1940, as amended, and on behalf of individually managed separate accounts. David
M. Barse has served as one of our directors since 1996 and was our President and Chief Operating Officer from
July 1996 until July 2002. Since February 1998, Mr. Barse has served as President, and since June 2003, Chief
Executive Officer of Third Avenue.

(5) The shares beneficially owned by Third Avenue are held by Third Avenue Value Fund Series of the Third
Avenue Trust. Based on the Schedule 13G filed with the SEC on February 16, 2010, Third Avenue beneficially
owns 9,261,289 shares of our common stock, with sole voting power and sole dispositive power with respect to
all of those shares. The Schedule 13G also states that (a) Third Avenue Value Fund has the right to receive
dividends from, and the proceeds from the sale of, 8,816,889 of the shares reported by Third Avenue, (b) Third
Avenue Value Fund VC ITS has the right to receive dividends from, and proceeds from the sale of, 65,000 of the
shares reported by Third Avenue and (c) Third Avenue Value Portfolio of the Third Avenue Variable
Series Trust has the right to receive dividends from, and the proceeds from the sale of, 379,400 of the shares
reported by Third Avenue. These shares do not include the 483,077 shares beneficially owned by Mr. Barse.

(6) Based on a Schedule 13G/A filed with the SEC on February 14, 2011, an aggregate of 8,662,117 shares of our
common stock are beneficially owned by Blue Ridge Limited Partnership and Blue Ridge Offshore Master
Partnership. These shares are owned as follows: (a) 5,422,817 shares that Blue Ridge Limited Partnership,
referred to as �BRLP,� owns with shared voting and dispositive power; and (b) 3,239,300 shares that Blue Ridge
Offshore Master Limited Partnership, referred to as �BROMLP,� owns with shared voting and dispositive power.
Blue Ridge Capital Holdings LLC shares voting and dispositive power with BRLP, and Blue Ridge Capital
Offshore Holdings LLC shares voting and dispositive power with BROMLP. John A. Griffin is the Managing
Member of Blue Ridge Capital Holdings LLC and Blue Ridge Capital Offshore Holdings LLC, and in that
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Equity Ownership of Directors and Management

Number of Shares Approximate
Name Beneficially Owned Percent of Class

David M. Barse(1) 9,744,366(2) 6.6%
Ronald J. Broglio(3) 22,863(4) *
Thomas Bucks 78,240(5) *
Peter C.B. Bynoe(6) 65,956(7) *
Linda J. Fisher(8) 17,657 *
Joseph M. Holsten(9) 25,038 *
Sanjiv Khattri 54,099 *
John M. Klett 276,164(5) *
Seth Myones 233,545(5) *
Anthony J. Orlando 648,974(5) *
William C. Pate(10) 394,983(11) *
Mark A. Pytosh 205,251(12) *
Robert S. Silberman(13) 39,923 *
Timothy J. Simpson 262,488(5) *
Jean Smith(14) 72,641(15) *
Samuel Zell(16) 15,012,372(17) 10.2%
All Executive Officers and Directors as a group (16 persons) 26,949,309(18) 18.2%

  * Percentage of shares beneficially owned does not exceed 1% of the outstanding common stock.

  (1) Mr. Barse�s address is 622 Third Avenue, 32nd Floor, New York, New York 10017.

  (2) Includes 9,261,289 shares beneficially owned by Third Avenue, which is affiliated with Mr. Barse. Mr. Barse
disclaims beneficial ownership of these shares.

  (3) Mr. Broglio�s address is 1417 High Road, Vandiver, Alabama 35176.

  (4) Includes shares underlying currently exercisable options to purchase 13,334 shares of common stock at an
exercise price of $11.40 per share.

  (5) Also includes shares underlying currently exercisable options held by Mr. Bucks to purchase 36,000 shares of
common stock at an exercise price of $20.52 per share. Also includes shares underlying currently exercisable
options held by Messrs. Klett, Myones and Simpson to purchase 61,746, 51,542 and 63,105 shares of common
stock respectively, at an exercise price of $5.93 per share and 108,000, 96,000 and 96,000 shares of common
stock respectively at an exercise price of $20.52 per share. Also includes shares underlying currently exercisable
options held by Mr. Orlando to purchase 216,000 shares of common stock at an exercise price of $20.52 per
share and 120,000 shares of common stock at an exercise price of $24.76 per share.

  (6) Mr. Bynoe�s address is 203 North LaSalle Street, Suite 1900, Chicago, Illinois 60601.

  (7)
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Includes shares underlying currently exercisable options to purchase 13,334 shares of common stock at an
exercise price of $11.40 per share.

  (8) Ms. Fisher�s address is 1007 Market Street, DuPont Building, Room 6074, Wilmington, Delaware 19898.

  (9) Mr. Holsten�s address is 120 North LaSalle Street, Suite 3300, Chicago, Illinois 60602.

(10) Mr. Pate�s address is Two North Riverside Plaza, Suite 600, Chicago, Illinois 60606.

(11) Includes shares underlying currently exercisable options to purchase 13,334 shares of common stock at an
exercise price of $5.93 per share and shares underlying currently exercisable options to purchase 13,334 shares
of common stock at an exercise price of $11.40 per share. Includes 358,877 shares pledged as security in a
margin account.

(12) Mr. Pytosh�s employment terminated effective March 31, 2010. These shares reflect the number of shares held
by Mr. Pytosh on that date.

(13) Mr. Silberman�s address is c/o Strayer Education Inc., 1100 Wilson Boulevard, Suite 2500, Arlington, Virginia
22209.

(14) Ms. Smith�s address is 950 Third Avenue, New York, New York 10022.
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(15) Includes shares underlying currently exercisable options to purchase 13,334 shares of common stock at an
exercise price of $11.40 per share.

(16) Mr. Zell�s address is Two North Riverside Plaza, Suite 600, Chicago, Illinois 60606.

(17) Includes shares underlying currently exercisable options to purchase 13,334 shares of common stock at an
exercise price of $11.40 per share. Mr. Zell disclaims beneficial ownership as to (a) 12,607,682 shares
beneficially owned by SZ Investments, all of which shares are pledged as security to loans and
(b) 2,341,500 shares beneficially owned by Fund 05-07, all of which shares are pledged as security to loans. SZ
Investments and Fund 05-07 are each indirectly controlled by various trusts established for the benefit of
Mr. Zell and members of his family, the trustee of each of which is Chai Trust. Mr. Zell is not a director or
officer of Chai Trust and thus disclaims beneficial ownership of all such shares, except to the extent of his
pecuniary interest therein. Also, Mr. Zell disclaims beneficial ownership as to 25,418 shares beneficially owned
by the Helen Zell Revocable Trust, the trustee of which is Helen Zell, Mr. Zell�s spouse.

(18) Includes shares underlying currently exercisable options to purchase 928,397 shares of common stock that our
directors and executive officers have the right to acquire within 60 days of the date of this table.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than ten
percent of a registered class of our equity securities, to file with the SEC and the New York Stock Exchange initial
reports of ownership and reports of changes in ownership of our common stock and other of our equity securities.
Executive officers, directors and greater than ten percent stockholders are required by Federal securities regulations to
furnish us with copies of all Section 16(a) forms they file.

Based upon a review of filings with the SEC and/or written representations from certain reporting persons, we believe
that all of our directors, executive officers and other Section 16 reporting persons complied during 2010 with the
reporting requirements of Section 16(a) except for late filing of Forms 4s to report additional shares of common stock
granted with respect to unvested restricted stock held by certain of our executive officers and directors, as required
under the terms of our equity award plans in connection with the July 20, 2010 special dividend. The Forms 4 were
filed on behalf of Messrs. Broglio, Bynoe, Holsten, Pate, Silberman, Zell and Mss. Fisher and Smith; and
Messrs. Bucks, Klett, Myones, Orlando and Simpson.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Company Policies and Procedures

The Audit Committee or a special committee of the Board composed solely of disinterested directors formed for such
purpose are responsible for review of �related person transactions� between us and related persons and making
determinations regarding and/or approving and authorizing such transactions, or at their discretion, making a
recommendation with respect to such related person transactions to the Board. Under SEC rules, a related person is a
director, officer, nominee for director, or 5% stockholder of the Company since the beginning of the last fiscal year
and their immediate family members. These related person transactions apply to any transaction or series of
transactions in which we or one of our subsidiaries is a participant, the amount involved exceeds $120,000 and a
related person has a direct or indirect material interest.
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Our Policy of Business Conduct, which contains certain provisions setting out conflicts of interest and related party
standards, applies to all of our employees, including each of our executive officers, and directors. Our Policy of
Business Conduct provides that it is the responsibility of each of our executive officers and directors to advise us,
through our general counsel, of any affiliation with public or privately held businesses or enterprises that may create a
potential conflict of interest, potential embarrassment to us or possible inconsistency with our policies or values. We
annually solicit information from our directors and executive officers in order to monitor potential conflicts of interest.
Any nominee for director is also requested to provide us the forgoing information. It is the policy of the Board and of
the Audit Committee to apply the standards set forth in our Policy of Business Conduct and under applicable
Delaware corporate law and applicable SEC and New York Stock Exchange rules and regulations in reviewing related
person transactions and determining whether or not such transactions are reasonable and fair to us.
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the Board is responsible for providing independent, objective oversight of the Company�s
accounting functions and internal controls. The Audit Committee is composed of three directors. Each of the current
directors is independent as defined by the New York Stock Exchange listing standards. The Audit Committee operates
under a written charter and key practices approved by the Board. A copy of the charter and key practices is available
on the Company�s website at www.covantaholding.com.

Management is responsible for the Company�s internal controls and financial reporting process. Ernst & Young LLP, a
registered independent public accounting firm and the Company�s independent auditors for 2010, are responsible for
performing an independent audit of the Company�s consolidated financial statements in accordance with the standards
of the Public Company Accounting Oversight Board (United States) and to issue a report thereon. The Audit
Committee�s responsibility is to monitor and oversee these processes.

In connection with these responsibilities, the Audit Committee met with management and Ernst & Young LLP to
review and discuss the December 31, 2010 audited consolidated financial statements. The Audit Committee also
discussed with Ernst & Young LLP the matters required to be discussed by Statement on Auditing Standards No. 114
(Communication with Audit Committees) as adopted by the Public Company Accounting Oversight Board in
Rule 3200T. The Audit Committee also received written disclosures and the letter from Ernst & Young LLP required
by Rule 3526 of the Public Company Accounting Oversight Board (Communications with Audit Committees
Concerning Independence), and the Audit Committee discussed with Ernst & Young LLP the firm�s independence.

Based upon the Audit Committee�s discussions with management and Ernst & Young LLP, and the Audit Committee�s
review of the representations of management and Ernst & Young LLP, the Audit Committee recommended to the
Board that the audited consolidated financial statements be included in the Company�s Annual Report on Form 10-K
for the year ended December 31, 2010 for filing with the SEC.

William C. Pate (Chair)
Joseph m. holsten

Jean Smith

INDEPENDENT AUDITOR FEES

The following table shows the aggregate fees that we incurred for audit, audit-related, tax and other services rendered
by Ernst & Young LLP for the years ended December 31, 2010 and 2009 (in thousands of dollars):

2010 2009

Audit Fees $ 2,993 $ 3,524
Audit-Related Fees 140 154
Tax Fees 156 235
All Other Fees 2 2

Total $ 3,291 $ 3,915

Audit Fees.  This category includes the fees for professional services performed by Ernst & Young LLP for the audit
of our annual consolidated financial statements, review of condensed consolidated financial statements included in our
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Quarterly Reports on Form 10-Q or services that are normally provided by Ernst & Young LLP in connection with
statutory and regulatory filings or engagements for both 2010 and 2009. Fees also include audits of effectiveness of
internal controls, statutory and financial audits for our subsidiaries and reviews of registration statements we have
filed.

Audit-Related Fees.  This category consists of assurance and related services provided by Ernst & Young LLP that are
reasonably related to the performance of an audit or review of our financial statements and are not reported above
under �Audit Fees.� In both 2010 and 2009, these services principally related to financial statement audits of employee
benefit plans.
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Tax Fees.  This category consists of professional services rendered by Ernst & Young LLP for tax compliance, tax
advice and tax planning. The services for fees under this category in both 2010 and 2009 were related principally to
tax compliance services.

All Other Fees.  This category consists of any other products or services provided by Ernst & Young not described
above. The services for fees under this category in both 2010 and 2009 related to licensed accounting research
software.

Audit Committee�s Pre-Approval Policies and Procedures

Our Audit Committee Charter and Audit Committee Key Practices require the Audit Committee to pre-approve all
permitted non-audit services. It is the Audit Committee�s practice to restrict the non-audit services that may be
provided us by our independent auditors primarily to tax services and merger and acquisition due diligence and
integration services, and then only when the services offered by the auditor�s firm are more effective or economical
than services available from other providers, and, to the extent possible, only after competitive bidding for such
services.

The Audit Committee has established an Audit and Non-Audit Service Pre-Approval Policy, referred to as the
�Pre-Approval Policy,� for all permitted work our independent auditors may perform for us. The Pre-Approval Policy
provides for the general approval of specific types of services and gives detailed guidance as to the specific types of
services eligible for general pre-approval within each of the specifically designated categories of services and provides
for maximum dollar amounts for such pre-approved services. Any additional services not described in the
Pre-Approval Policy or otherwise exceeding the maximum dollar amounts prescribed by the Pre-Approval Policy for
that specified year will require the further advance review and approval of the Audit Committee. Pre-approval of
services is generally provided for up to one year. The Audit Committee has delegated the authority to grant any such
additional required approval to its Chair between meetings of the Audit Committee, provided that the Chair reports the
details of the exercise of any such delegated authority at the next meeting of the Audit Committee. The Pre-Approval
Policy prohibits the Audit Committee from delegating to our management the Audit Committee�s responsibilities to
pre-approve services performed by the independent auditors.

In pre-approving the services generating fees in 2009 and 2010, the Audit Committee did not rely on the de minimis
exception to the SEC pre-approval requirements applicable to audit-related, tax and all other permitted non-audit
services.

PROPOSALS BY STOCKHOLDERS

In order for a proposal of a stockholder to be included in the proxy statement and form(s) of proxy relating to our
2012 annual meeting, or to be considered for stockholder action at our 2012 annual meeting, the proposal must be
received by us at our principal executive offices no later than December 5, 2011. All stockholder proposals should be
directed to the attention of our Secretary at our principal offices as set forth on the first page of this proxy statement.

Timely receipt of a stockholder�s proposal will satisfy only one of various conditions established by the SEC for
inclusion in our proxy materials.

INCORPORATION BY REFERENCE

The Audit Committee Report (including reference to the independence of the members of the Audit Committee) is not
deemed to be filed with the SEC and shall not be deemed incorporated by reference into any prior or future filings
made by us under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent that we
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ANNUAL REPORT

Our Annual Report on Form 10-K for the year ended December 31, 2010, is being mailed together with this proxy
statement to all of our stockholders of record. Upon the written request of any stockholder, we will furnish without
charge a copy of our Annual Report on Form 10-K for the fiscal year ended December 31, 2010 as filed with the SEC.
Written requests may be made to Covanta Holding Corporation, 445 South Street, Morristown, New Jersey 07960,
Attention: Vice President, Investor Relations.

By Order of the Board of Directors

Covanta Holding Corporation

Timothy J. Simpson
Secretary

Dated: April 5, 2011
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ANNUAL MEETING OF STOCKHOLDERS OF Covanta Holding Corporation May 5, 2011
NOTICE OF INTERNET
AVAILABILITY OF PROXY MATERIAL: The Notice of Annual Meeting of Stockholders, Proxy
Statement and Annual Report to Stockholders are available at www.covantaholding.com/annualmeeting.
Please sign, date and mail your proxy card in the envelope provided as soon as possible. Please detach
along perforated line and mail in the envelope provided. 21003003004000000000 3 050511 PLEASE
SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK
YOUR VOTE IN BLUE OR BLACK INK AS SHOWN HERE x 1. The Board of Directors
recommend a vote �FOR� the election of The Board of Directors recommend a vote �FOR� Proposal 2.
the listed nominees as Directors. FOR AGAINST ABSTAIN NOMINEES: 2. To ratify the
appointment of Ernst & Young LLP as Covanta FOR ALL NOMINEES O David M. Barse Holding
Corporation�s independent registered public accountants O Ronald J. Broglio for the 2011 fiscal year.
WITHHOLD AUTHORITY O Peter C.B. Bynoe FOR ALL NOMINEES O Linda J. Fisher The
Board of Directors recommend a vote �FOR� Proposal 3. O Joseph M. Holsten FOR ALL EXCEPT O
Anthony J. Orlando FOR AGAINST ABSTAIN (See instructions below) O William C. Pate 3. Advisory
vote on executive compensation. O Robert S. Silberman O Jean Smith O Samuel Zell The Board of
Directors recommend a vote for �3 YEARS� for Proposal 4. 1 year 2 years 3 years ABSTAIN 4.
Advisory vote on the frequency of an advisory vote on executive compensation. INSTRUCTIONS: To
withhold authority to vote for any individual nominee(s), mark �FOR ALL EXCEPT� and fill in the circle
next to each nominee you wish to withhold, as shown here: YOUR VOTE IS IMPORTANT! PLEASE
VOTE, SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. To change
the address on your account, please check the box at right and indicate your new address in the address
space above. Please note that changes to the registered name(s) on the account may not be submitted via
this method. Signature of Stockholder Date: Signature of Stockholder Date: Note: Please sign exactly as
your name or names appear on this Proxy. When shares are held jointly, each holder should sign. When
signing as executor, administrator, attorney, trustee or guardian, please give full title as such. If the signer
is a corporation, please sign full corporate name by duly authorized officer, giving full title as such. If
signer is a partnership, please sign in partnership name by authorized person.
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ANNUAL MEETING OF STOCKHOLDERS OF Covanta Holding Corporation May 5, 2011
PROXY VOTING INSTRUCTIONS
INTERNET � Access �www.voteproxy.com� and follow the on-screen instructions. Have your proxy card
available when you access the web page. TELEPHONE � Call toll-free 1-800-PROXIES
(1-800-776-9437) in the United States or 1-718-921-8500 from foreign countries from any COMPANY
NUMBER touch-tone telephone and follow the instructions. Have your proxy card available when you
call. ACCOUNT NUMBER Vote online/phone until 11:59 PM EDT the day before the meeting. MAIL �
Sign, date and mail your proxy card in the envelope provided as soon as possible. IN PERSON � You may
vote your shares in person by attending the Annual Meeting. NOTICE OF INTERNET
AVAILABILITY OF PROXY MATERIAL: The Notice of Annual Meeting of Stockholders, Proxy
Statement and Annual Report to Stockholders are available at www.covantaholding.com/annualmeeting.
Please detach along perforated line and mail in the envelope provided IF you are not voting via telephone
or the Internet. 21003003004000000000 3 050511 PLEASE SIGN, DATE AND RETURN
PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE IN BLUE OR
BLACK INK AS SHOWN HERE x 1. The Board of Directors recommend a vote �FOR� the election
of The Board of Directors recommend a vote �FOR� Proposal 2. the listed nominees as Directors.
FOR AGAINST ABSTAIN NOMINEES: 2. To ratify the appointment of Ernst & Young LLP as
Covanta FOR ALL NOMINEES O David M. Barse Holding Corporation�s independent registered public
accountants O Ronald J. Broglio for the 2011 fiscal year. WITHHOLD AUTHORITY O Peter C.B.
Bynoe FOR ALL NOMINEES O Linda J. Fisher The Board of Directors recommend a vote �FOR�
Proposal 3. O Joseph M. Holsten FOR ALL EXCEPT O Anthony J. Orlando FOR AGAINST
ABSTAIN (See instructions below) O William C. Pate 3. Advisory vote on executive compensation. O
Robert S. Silberman O Jean Smith O Samuel Zell The Board of Directors recommend a vote for �3
YEARS� for Proposal 4. 1 year 2 years 3 years ABSTAIN 4. Advisory vote on the frequency of an
advisory vote on executive compensation. INSTRUCTIONS: To withhold authority to vote for any
individual nominee(s), mark �FOR ALL EXCEPT� and fill in the circle next to each nominee you wish to
withhold, as shown here: YOUR VOTE IS IMPORTANT! PLEASE VOTE, SIGN, DATE AND
RETURN PROMPTLY IN THE ENCLOSED JOHN SMITH ENVELOPE. To change the address
on your account, please check the box at right and indicate your new address in the address space above.
Please note that changes to the registered name(s) on the account may not be submitted via this method.
Signature of Stockholder Date: Signature of Stockholder Date: Note: Please sign exactly as your name or
names appear on this Proxy. When shares are held jointly, each holder should sign. When signing as
executor, administrator, attorney, trustee or guardian, please give full title as such. If the signer is a
corporation, please sign full corporate name by duly authorized officer, giving full title as such. If signer
is a partnership, please sign in partnership name by authorized person.
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0 COVANTA HOLDING CORPORATION Proxy for Annual Meeting of Stockholders Solicited on
Behalf of the Board of Directors The undersigned stockholder of Covanta Holding Corporation, a
Delaware corporation (the �Company�), hereby appoints ANTHONY J. ORLANDO and TIMOTHY J.
SIMPSON, or either of them, with full power of substitution in each of them, to attend the Annual
Meeting of Stockholders of the Company (the �Meeting�) to be held on May 5, 2011, at 11:00 A.M.,
Eastern Daylight Time, and any adjournment or postponement thereof, to cast on behalf of the
undersigned all votes that the undersigned is entitled to cast at the Meeting and otherwise to represent the
undersigned at the Meeting with all powers possessed by the undersigned if personally present at the
Meeting. The undersigned hereby acknowledges receipt of the Notice of Annual Meeting of Stockholders
and of the accompanying Proxy Statement and revokes any proxy heretofore given with respect to the
Meeting. The votes entitled to be cast by the undersigned will be cast as instructed on the reverse side
hereof. If this proxy is executed but no instruction is given, the votes entitled to be cast by the
undersigned will be cast �FOR� each of the nominees for director as described in the Proxy Statement, �FOR�
Proposal 2, �FOR� Proposal 3 and �3 YEARS� for Proposal 4 listed on this proxy and as described in the
Proxy Statement. The proxy holders are authorized to vote in their discretion on any other matter that may
properly come before the Meeting or any adjournment or postponement thereof. (Continued and to be
signed on the reverse side) 14475
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