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THE CHAIRMAN OF THE BOARD

The theme of this year’s Annual Report
appropriately is “A New Era.” Early in
the year, the Board appointed Chief
Operating Officer (COO) Pasquale (“Pat”)
S. Canzano as the new Chief Executive
Officer (CEO) effective January 1, 2007.
After nearly 32 years of outstanding
leadership that saw the Delaware Solid
Waste Authority (DSWA) grow from its
very beginning to an extraordinarily
respected institution within the industry
both nationally and internationally, N. C.
Vasuki decided the time was right to
retire. It is a testament to N.C's ability to
attract and retain staff of the highest
professional calibre that the Board
selected Pat Canzano. Pat arrived at
DSWA within a few months of N.C. back
in 1977 and soon became and remained
N.C!s most trusted and accomplished
professional DSWA
associate ever since.
With Pat’s leadership,
DSWA can face the
future with confidence
and competence.

As “luck” would have it,
this transition
happened to have
coincided with
significant changes in
the solid waste industry
as a whole and in the
general economy that
together presented and

Richard V. Pryor

Chairman
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continue to present unique challenges
that amply justify Fiscal Year 2007 as the
opening act of A New Era. Fortunately,
as in the past when presented with such
challenges, our executive leadership
moved with alacrity and dexterity to
assist the Board in framing new policies
and practices in order to maintain our
reputation and standards for excellence.
Once again, following an extended
regional search for a new COO to
succeed Pat, leadership found the
necessary competence and high calibre
right within DSWA's existing ranks and
promoted its Chief Engineer, Richard
(“Rick”) P. Watson, to assume the
responsibilities of COO in the Spring of
2007.

Just a few weeks short of Pat’s
succession, DSWA assumed $96 million
in new bonded indebtedness in order to
undertake critically needed expansion of
DSWA'’s largest landfill, Cherry Island
Landfill (CIL) located in northern New
Castle County. The assumption of this
new debt, along with dynamic changes
and developments in the solid waste
industry regionally and worldwide,
brought into sharp focus the need for
tighter fiscal controls and changes in our
business model. As the national and
local economies accelerated their
downward slide, Board and Management
quickly recognized heightened fiduciary
responsibilities and the need for action to
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address both short-term and longer-term
issues. An adjusted business paradigm
quickly began to take shape for revising a
variety of program subsidies and for
taking advantage of changing recycling
methodologies generally (especially in
improved technologies in the area of
“single stream” recycling). While some
adjustments have already been
instituted, we anticipate that the large
portion of this new array of services and
fees will be fully implemented in the
current year and the next.

In our continuing commitment to
recycling, our staff worked diligently
with local governments to contract for
expanded curbside recycling pick-up
services. This has resulted in about
15,000 households and individual
subscribers now being directly serviced
by DSWA. We have also increased the
number of Household Hazardous Waste
(HHW) collection events statewide for
the additional convenience and safety of
the public. Complementary to these
efforts, staff made provisions to fully
address the yard waste ban imposed by
the Delaware Department of Natural
Resources and Environmental Control
(DNREC) in the permit it issued for the
CIL expansion. DSWA is prepared to
accept source-separated yard waste for
recycling at the CIL and has installed
composting technology and equipment
developed by Gore, Inc. to facilitate that

Go to Table of Contents

and to process yard waste into mulch and
a higher-quality compost product that
can more easily and more sustainably
find reuse. At the same time, we
continue to welcome new business
initiatives in private-sector recycling and
to make business and program model
adjustments accordingly.

Concurrent with these developments, it's
important to note, among other things,
that we further enhanced our overall
environmental efforts, building upon
more than $2 million in upgrades to the
CIL gas-conversion plant (which sends its
landfill gas to DPLs electric generating
boilers at Edgemoor) by nearly
completing our innovative initiatives to
collect and convert landfill gas into
“green” power at our Sandtown and Jones
Crossroads landfills located in Kent and
Sussex counties respectively. These
projects will greatly reduce the potential
for landfill gas odors from all three of our
state-of-the-art landfills throughout
Delaware.

Once again, we cannot close this
transitional-year report without saluting
the outstanding vision and leadership of
N. C. Vasuki. Delaware has been
singularly blessed in having his wisdom
and insight at the helm of DSWA for more
than 31 years. To him and to his richly
deserved retirement, we say,

“Hail and fare thee well, Good Friend!”
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CENTRAL

Sandtown

Tetra Tech, a California-based company,
has been working at the Sandtown
Landfill to construct a wetlands and
landfill phyto-cap (vegetative covering).
This project uses constructed wetlands
to treat the leachate generated by area
A/B, a closed area of the landfill.
Leachate is the fluid in a landfill
generated by rainfall and
decomposition of landfilled materials.
Currently, Area A/B generates an
average of 8,000 gallons of leachate
each day, which is collected in storage
tanks and taken periodically by tanker
truck to a treatment facility in
Wilmington. The project consists of a 3-
cell vertical Wetland Biofilter System
atop the landfill cell to treat leachate.
The treated fluid will drain to an
existing storage pond, which will be
covered, and will be pumped from
there to spray-irrigate the phyto-cap.
The project includes the installation of
four storage tanks, a 25-acre irrigation
system, pond liner, and floating cover,
along with the disassembly and
removal of a leachate recirculation
valve house.

A Phyto-cap helps to prevent
precipitation from entering a landfill—
leaves and blades of grass catch rain
before it can be absorbed by soil, and
the roots from trees and grasses utilize
the water. Phyto-caps have been used
safely and successfully in U.S. landfills

and around the world. Tree growth in










Adopt-a-Highway

The Delaware Solid Waste Authority is
proud to be a part of the Adopt-A-
Highway program in all three counties.
DSWA believes that this is an important
program to keep litter off of our roads
and help keep our environment
cleaner. In May of 2007, DSWA
received the honor of volunteer group
of the Quarter for January 2007-March
2007. The award was received for the
litter collected along Delaware Rte. 20
from Shortly Road to Trap Pond Road.
During this quarter, DSWA collected
more than 80 bags of litter along this
road. As a recipient of this award,
DSWA received special recognition by
having a sign posted by DelDot under
their existing Adopt-A-Highway sign, a
certificate, and recognition on
DelDot’s website.

[Gn ta Tahle nf Contente
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Beneficial Use of
Special Waste Materials

Materials used for cover or construction projects

Item Tons Metric Tons
PPL Stabilized Sludge 218,252 197,995
Barrier 38,845 35,240
Clean Earth 502,150 455,543
Recover Mat 64,334 58,363
Kaofin 2,302 2,088
TOTAL 825,883 749,229
DSWA Electronic Goods

Recycling Program

Devices

Monitors 29,165
CPU/Hard Drives 17,686
Printers 12,625
Televisions 8,480
Microwaves 1,271
Other 7,951
TOTAL 77,178

31
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2007 Recycling Report

All data veported for Fiscal Year 2007

The following companies
purchased recyclable materials from the IPF in 2007

Company Tons Commodity
Bristol Paper Recycling - Millwood, NY 754 Plastic
Smurfit Stone - Philadelphia, PA 442 Plastic
Cell Mark, Tnc - South Norwalk, CT 204 Plastic
Conti Group - Brooklyn, NY 40 Plastic
Plastic Nation Inc. -Boca Rotan, FL 11 Plastic
Waste Management - Norcross, GA 22 Steel Cans
Conti Group - Brooklyn, NY 42 Steel Cans
Canusa Hershman - Baltimore, MD 146 Steel Cans
Cell Mark, Inc - South Norwalk, CT 162 Steel Cans
Diamond State Recycling - Wilmington, DE 165 Aluminum Cans
Waste Management - Norcross, GA 13 Aluminum Cans
Todd Heller, Inc - Northampton, PA 7,189 Glass
Claymont Steel, USA - Claymont, DE 293 Oil Filters
Canusa Hershman - Baltimore, MD 4,200 Paper
Cell Mark, Inc - South Norwalk, CT 159 Paper
Crealfill Fibers Corp - Chestertown, MD 2,647 Paper
Garden State Recycling - Edison, NJ 271 Paper
Marcal Paper Mills - Elmwood Park, NJ 3,434 Paper
Bristol Paper Recycling - Millwood, NY 44 Paper
Galaxy Recycling Inc. - Jersey City, NJ 3,724 Paper
Global Recycling - Edison, NJ 2,016 Paper
Smurfit Stone - Philadelphia PA 45 Paper
Computer Donation Management - Baltimore, MD 1,526 Electronic Goods
Global Recycling - Edison, NJ 2,002 Cardboard
Garden State Recycling - Edison, NJ 3,923 Cardboard
Galaxy Recycling Inc. - Jersey City, NJ 6 Cardboard
Dumont Export Corp - Philadelphia, PA 88 Textiles
Fab-Tech Company - Owings Mills, MD 17 Textiles
FCR - Philadelphia, PA 89 Mixed Curbside
Galaxy Recycling, Inc. - Jersey City, NJ 58 Mixed Curbside

Global Recycling - Edison, NJ 286 Mixed Curbside
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Materials / Source

ONP (newspaper)

OCC (cardboard)

Office Paper

Junk Mail

Clear Glass

Brown Glass

Green Glass

Mixed Glass

Aluminum & Steel Cans
Plastic Bottles

Plastic Grocery Bags
Plastics

Polystyrene

Household Batteries
Motor Oil

Oil Filters

Anti-freeze

Textiles

Electronic Goods

Yard Waste

Special Waste (landfill applications)
C&D (asphalt, concrete, wood)
All Aluminum

Ferrous

All Other Non-Ferrous
White Goods

Scrap Cars

Automotive Batteries
Tires

Other (vegetable oil, ink, soil, etc.)

SUB-TOTALS

Go to Table ot Contents
Recycling quantities
by material type - FY 2007
Drop-off  Curbside DSWA Post 0il Glass Percent TOTAL
GCenters  Collection  Facility Office Filter EGR Dist of Total Tons
10,478 827 1.24% 11,305
2,375 He7 0.30% 2,772
0.00% 0
2,105 1,224 885 0.46% 4,214
1,193 0.13% 1,193
403 0.04% 403
754 0.08% 754
496 4,062 0.50% 4,558
621 265 0.10% 886
1,172 99 0.14% 1,271
126 0.01% 126
0.00% 0
0.00% 0
54 0.01% 54
1,361 0.15% 1,361
437 0.05% 437
0.00% 0
108 0.01% 108
1,669 0.18% 1,669
385 5,058 0.60% 5,443
825,883 90.66% 825,883
44,492 4.88% 44,492
0.00% 0
0.00% 0
0.00% 0
2,257 0.25% 2,257
0.00% 0
0.00% 0
1,737 0.19% 1,737
0.00% 0
20,750 3,693 879,427 885 437 1,669 4,062 100% 910,923
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To the Board of Directors
Delaware Solid Waste Authority
Dover, Delaware

We have audited the accompanying statements of net assets of Delaware Solid Waste
Authority as of June 30, 2007 and 2006, and the related statements of revenues and
expenses and changes in net assets, and cash flows for the years then ended. These
financial statements are the responsibility of the Authority’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Delaware Solid Waste Authority as of June 30, 2007 and
2006, and the results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying schedules of operating revenues and
expenses are presented for purposes of additional analysis and are not a required part of
the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Management’s Discussion and Analysis on pages 2 through 5 is not a required part of the
basic financial statements but is supplementary information required by the Government
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Elko & Associates Ltd

December 20, 2007

2007 Annual Report - Delaware Solid Waste Authority
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® Excess operating revenues over expenses decreased from the prior year by $36.7 million.

e Total nonoperating revenues and expenses for 2007 were $4.5 million compared to $0.6 million in 2006. The
increase is primarily the result of net investment income.

e DSWA issued Revenue Bonds in December of 2006 to finance the expansion of the Cherry Island Landfill and
provide for the design of future cells at the Sandtown Landfill and the Jones Crossroads Landfill. These bonds
were issued for $95.7 million with final maturity in 2026.

Summary of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of DSWA's financial position. The DSWA's net
assets increased each of the last three years, $6,120,108 during fiscal year 2007, $38,898,790 during fiscal year 2006
and $2,162,180 during fiscal year 2005. A condensed summary of DSWA’s net assets for the three years being
reported is presented below:

Net Assets
2007 2006 2005
Current and Other Assets $184,926,062 $98,264,630 $94,147,073
Capital Assets 134,457,911 101,070,254 85,862,097
Total Assets 319,383,973 199,334,884 180,009,170
Current Liabilities 30,918,665 19,696,121 19,910,720
Long-Term Obligations 140,731,535 38,025,098 57,383,574
Total Liabilities 171,650,200 57,721,219 77,294,294
Net Assets:Invested in Capital Assets 117,829,743 101,070,254 85,862,097
Unrestricted 21,999,874 40,543,411 16,852,778
Restricted 7,904,156 - -
Total Net Assets $147,733,773 _ $141,613,665  $102,714,875

Net assets invested in capital assets represents the DSWA's investment in capital assets (e.g., land, land
improvements, buildings and equipment). The DSWA uses these capital assets to provide services to its customers
and consequently these assets are not available for future spending. The DSWA is bound by the provisions of the
Indenture under the issuance of the 2006 Series Solid Waste System Revenue Bonds which establishes various funds
administered by the Trustee and certain funds to be administered by DSWA. The unrestricted funds administered
by DSWA can be used to fund Capital Improvement Projects and other operating costs. Restricted net assets are
limited to outside third party restrictions and represent the net assets that have been legally identified for specific
purposes. As of June 30, 2007, $7.9 million is restricted for debt principal repayment.

2007 Annual Report - Delaware Solid Waste Authority
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2007 Financial Report

All data veported for Fiscal Year 2007

Summary of Revenues and Expenses and Changes in Net Assets

Summary of revenues and expenses and changes in net assets for the years ended June 30, 2007, 2006, and 2005
and is presented below:

Change in Net Assets

2007 2006 2005

Operating RevenuesUser Fees: Solid Waste $56,656,611 $57,883,923 $51,863,234
User Fees: Sludge - - 203,520
Marketing Income Recyclables 3,120,084 2,287,844 1,558,363
L/F Gas Marketing Income 2,912,168 229,115 196,367
Other Income 154,316 84,469 287,262
Total Operating Revenues 62,343,179 60,485,351 54,108,746
Operating ExpensesSalaries and Related Costs 10,811,674 8,381,626 6,673,937
Contractual Services 30,901,406 21,483,716 20,093,314
Depreciation 7,047,588 6,758,656 8,297,202
Landfill Closure 5,635,361 (18,788,390) 14,761,358
Other Expenses 6,875,231 4,370,588 4,303,670
Total Operating Expenses 61,271,260 22,206,196 54,129,481
Excess Operating Revenues Over Expenses 1,571,919 38,279,155 (20,735)
Nonoperating Revenues 4,548,189 619,635 2,182,915
Excess Revenues Over Expenses 6,120,108 38,898,790 2,162,180
Net Assets - Beginning of Year 141,613,665 102,714,875 100,552,696
Net Assets - End of Year $147,733,773  $141,613,665 $102,714,876

Capital Asset Activity

Note 4 - Capital Assets

Provides a summary of the changes in capital assets for the year ended June 30, 2007. The following is a
description of the major items affecting the year end balances.

1. Construction in Progress

Increases: Cherry Island Landfill Expansion - $21,781,454, Landfill Gas System at Cherry Island - $1,203,434, Area
A/B Capping - $1,997,656, Construction of Transtor Facility at Milford Transfer Station - $1,026,801, Construction of
Cell 5 at Jones Crossroads Landfill - $344,910.

Decreases: Completion of LO Nox/LO-CAT at Cherry Island Landfill - $5,524,120, Completion of Mercantile Store -
$1,073,710, Capping of Area E at Sandtown Landfill - $786,182, Completion of Route 5 Transfer Station - $10,692,440,
Completion of maintenance/office building at Jones Crossroads Landfill - $500,821.

2. Depreciable Capital Assets

Increases: 1.0 Nox/LO-CAT at Cherry Island Landfill - $5,524,120, Mercantile Store - $1,073,710, Capping of Area E
at Sandtown Landfill - $786,182, Completion of Route 5 Transfer Station - $10,692,440, Maintenance/office building
at Jones Crossroads Landfill - $500,821, Enpower Gas Plant Purchase- $5,712,470, replacement and new fleet
vehicles - $905,184, heavy construction equipment and processing equipment - $2,005,908.
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Review of Operations

Landfill Operations. During the fiscal year 2007, the DSWA'’s three operating landfills managed the disposal of
1,146,700 tons of waste compared to 1,175,306 tons during the previous fiscal year. Of the total waste received
57,012 tons of construction and demolition waste were recycled into an alternate cover material. 1,737 tons of tires
were recycled, and 5,805 tons of yard waste were recycled as a mulch or cover material. On July 1, 2005, the user
fee for solid waste increased to $61.50/ton. This was the first increase in the solid waste user fee since July 1, 1993.

Transfer Stations. The Authority currently operates four (4) transfer stations. Two (2) are located in New Castle
County and two (2) in Sussex County. Each transfer station is set-up to receive solid waste from commercial
haulers, small businesses and residential customers. Each location has a Recycle Delaware drop-off center located
on the site.

Collection Stations. The DSWA's five collection stations located in Kent and Sussex Counties continued to provide
disposal services to residents for bagged household waste at the rate of $1/bag. A total of 54,050 customers
disposed 90,613 bags of household waste during fiscal year 2007.

Recycling. During the fiscal year, the DSWA’s Drop-off Center Program collected 20,750 tons of recyclables. The
Oil Filter Program marketed 293 tons of filters collected from over 500 locations statewide. The Electronic Goods
Program marketed 1,526 tons of electronic goods for recycling. The Intermediate Processing Facility marketed
3,810 tons of junk mail for recycling into various paper products. The Intermediate Processing Facility marketed a
total of 34,185 tons of recyclable materials. By the end of fiscal year 2006, the DSWA’s Residential Curbside
Collection Program was available statewide. The number of participants as of June 30, 2007 was 12,957.

Plans for the Future. DSWA plans to change its curbside recycling and drop-off recycling systems to reduce its net
costs yet also increase participation. The current multistream system which includes a DSWA sorting and baling
operations will be converted to a simpler single stream system with transfer to private Material Recovery Facilities.
DSWA’s Sandtown and Jones Crossroads Landfills require expansion by 2010 and 2011, respectively. The design for
these landfill expansions has already begun and their construction is expected to take place in 2009 and 2010,
respectively.

This financial report is designed to provide its readers with an overview of the DSWA finances and to show DSWA'’s
accountability for safeguarding the funds it receives and disburses in the course of conducting its business. If you
have any questions concerning this report or need additional financial information, please contact:

Ronald J. Peters, Sr.

Chief Financial Officer

Delaware Solid Waste Authority
P.O. Box 455, 1128 S. Bradford Street
Dover, DE 19903-0455

Telephone: (302) 739-5361

Respectfully submitted,

)/ BS

Ronald ¥ Peters, Sr.
Chief Financial Officer

2007 Annual Report - Delaware Solid Waste Authority
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STATEMENTS OF NET ASSETS
FOR THE YEARS ENDED JUNE 30,

CURRENT ASSETS
Unrestricted Current Assets:
Cash and cash equivalents - Note 2

Investments - Note 3

Accounts receivable (less reserve for doubtful accounts
of $25,000 for 2007 and 2006)
Interest receivable
Prepayments and miscellaneous receivables
Total Unrestricted Current Assets

Restricted Current Assets:Investments - Note 3
Total Current Assets

NONCURRENT ASSETS
Unrestricted Noncurrent Assets:
Investments

Capital Assets - Note 4
Land
Land improvements
Buildings
Equipment and furniture
Vehicles
Total
Less: Accumulated depreciation

Comnstruction in progress - Note 4
Total Capital Assets

Other Assets - Note 1
Bond issuance costs, net of accumulated amortization of
$24,474 and $-0-, respectively - Note 6
Goodwill
Customer list
Total Other Assets

Total Unrestricted Noncurrent Assets

Restricted Noncurrent Assets:
Investments - Note 3

Total Noncurrent Assets

TOTAL ASSETS

Go to Table of

2007 2006
$2,609,900 $2,475,598
26,174,379 52,344,300
6,439,673 6,360,971
1,054,541 632,811
133,753 409,036
36,412,246 62,222,716
115,558,278 -
151,970,524 62,222,716
7,343,319 36,041,913
22,894,487 22,743,085
141,755,797 125,268,020
44,107,577 38,375,391
13,923,017 8,864,680
3,651,188 2,746,004
226,332,066 197,997,180
125,494,618 119,167,253
100,837,448 78,829,927
33,620,463 22,240,328
134,457,911 101,070,255
875,629 -
871,160 -
8,410,000 -
10,156,789 -
151,958,019 137,112,168
15,455,430 -
167,413,449 137,112,168

$319,383,973

$199,334,884

Contents
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LIABILITIES AND NET ASSETS
FOR THE YEARS ENDED JUNE 30,
2007 2006
CURRENT LIABILITIES
Accounts payable $12,353,393 $5,554,224
Contracts payable, including retainage 2,464,274 1,781,343
Refundable security deposits 64,629 61,829
Accrued compensation 869,557 829,753
Current portion of bonds payable 3,630,357 -
Accrual for landfill closure and post closure care costs - Note 5 585,000 450,000
Contract rebate payable - Note 9 10,951,455 11,018,972
Total Current Liabilities 30,918,665 19,696,121
LONG-TERM OBLIGATIONS
Bonds payable 97,836,191 -
Deferred revenues - Note 7 898,910 896,927
Accrued closure and post closure care of landfills - Note 5 41,996,434 37,128,171
Total Long-Term Obligations 140,731,535 38,025,098
Total Liabilities 171,650,200 57,721,219
NET ASSETS
Invested in capital assets, net of related debt and accumulated depreciation 117,829,743 101,070,254
Unrestricted 21,999,874 40,543,411
Restricted 7,904,156 -
Total Net Assets 147,733,773 141,613,665
TOTAL LIABILITIES AND NET ASSETS $319,383,973  $199,334,884

Contents

41
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All data reported for Fiscal Year 2007

STATEMENTS OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30,

2007 2006
OPERATING REVENUES
Net user fees: solid waste $56,656,611 $57,883,923
Landfill gas 2,912,168 229,115
Other income 3,274,400 2,372,313
Total Operating Revenues 62,843,179 60,485,351
OPERATING EXPENSES
Salaries and related costs 10,811,674 8,381,626
Professional services 2,024,897 1,270,321
Travel 147,766 117,487
Supplies and materials 2,684,747 2,041,880
Utilities 2,017,821 940,900
Contractual services 30,901,406 21,483,716
Closure and post closure care of landfills 5,635,361 (18,788,390)
Depreciation expense 7,047,588 6,758,656
Total Operating Expenses 61,271,260 22,206,196
EXCESS OPERATING REVENUES OVER EXPENSES 1,571,919 38,279,155
NON-OPERATING REVENUES (EXPENSES)
Net investment income 6,559,224 2,385,606
Bond interest expense (1,977,394) -
Other nonoperating expenses (33,641) (1,765,971)
Total Non-operating Revenues 4,548,189 619,635
EXCESS REVENUES OVER EXPENSES 6,120,108 38,898,790
NET ASSETS - BEGINNING OF YEAR 141,613,665 102,714,875
NET ASSETS - END OF YEAR $147,733,773 $141,613,665
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STATEMENTS OF CASH FLOW
FOR THE YEARS ENDED JUNE 30,

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $56,790,458 $57,571,447
Cash paid to suppliers (30,926,635) (26,816,297)
Cash paid to employees (10,771,870) (8,304,336)
Landfill gas marketing revenues 2,912,168 -
Other operating revenues 3,274,400 2,586,726
Net Cash Provided by Operating Activities 21,278,521 25,037,540
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments 5,143,279 3,006,148
Increase in investments (75,208,010) (3,743,794)
Other investing income (139,132) (415,343))
Net Cash Used in Investing Activities (70,203,863) (778,989)

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Proceeds from issuance of bonds 101,383,317 -
Payment for bond issuance costs (900,103) -
Interest paid on bonds (1,869,690) -
Cash payments for capital assets (40,478,871) (23,763,613)
Proceeds from sale of equipment 206,151 17,224
Cash payments for goodwill and customer list (9,281,160) -
Net Cash Provided by (Used in) Capital
and Related Financing Activities 49,059,644 (23,746,389)

NET INCREASE IN CASH 134,302 512,162

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 2,475,598 1,963,436

CASH AND CASH EQUIVALENTS - END OF YEAR $2,609,900 $2,475,598

RECONCILIATION OF EXCESS OPERATING REVENUES OVER EXPENSES

TO NET CASH PROVIDED BY OPERATING ACTIVITIES

EXCESS OPERATING REVENUES OVER EXPENSES $1,571,919 $38,279,155

Adjustments to reconcile excess operating revenues over expenses

to net cash provided by operating activities:
Depreciation 7,047,588 6,758,656
Increase in accounts receivable (78,702) (365,051)
(Increase) decrease in prepayments and miscellaneous receivables 275,283 (62,145)
Increase (decrease) in accounts payable 6,799,169 (829,934)
Increase in refundable security deposits 2,800 4,100
Increase in accrual for compensated absences 39,804 77,290
Decrease in other accrued expenses - (116,777)
Increase (decrease) in accrued closure and post closure care of landfills 5,003,263 (19,365,296)
Increase (decrease) in contract rebate payable (67,517) 89,098
Increase in contracts payable 682,931 561,624
Increase in deferred revenue 1,983 6,820

Total Adjustments 19,706,602

(13,241,615)

Net Cash Provided by Operating Activities $21,278,521

$25,037,540
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NOTE 1 - Summary of Significant Accounting Policies

(A) Reporting Entity

The Delaware Solid Waste Authority (the “Authority”) is a body politic and corporate constituting a public
instrumentality of the State of Delaware established and organized in 1975 under Delaware Code, Title 7, Chapter
64.

The Authority has been designated by the State of Delaware, under this act, as the sole entity, governmental or
private, with the responsibility for planning and implementing solid waste and resource recovery programs and
facilities throughout Delaware in accordance with the Statewide Plan for Solid Waste Management.

The Authority is governed by a Board of Directors consisting of seven directors, who are appointed by the Governor
with the advice and consent of the Senate.

Currently, the Authority operates solid waste management facilities in each of Delaware's three counties and it has
consolidated the financing and operation of its solid waste disposal facilities into a unitary Statewide system.

(B) Basis of Presentation

The Authority operates as an enterprise activity and its accounts are maintained on the accrual basis of accounting.
Under this method, revenues are recognized when earned, and expenses are recognized when incurred. The
Authority follows all applicable pronouncements of the Governmental Accounting Standards Board (GASB) and
those of the Financial Accounting Standards Board (FASB) issued before November 30, 1989 unless these
pronouncements conflict with or contradict GASB pronouncements.

The Authority distinguishes operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing goods in connection with the Authority’s principal
ongoing operations. The principal operating revenues of the Authority are charges to residents and customers for
waste disposal and collection of recyclables and the revenues from the sale of processed recyclable materials.
Operating expenses include the cost of waste disposal, recyclable collection and processing services, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

(C) Cash and Cash Equivalents
The Authority’s cash and cash equivalents consist of cash on hand and demand deposits.

For purposes of determining cash equivalents, the Authority has defined its policy concerning the treatment of
short-term investments to include investments with a maturity of three months or less when purchased, as cash
equivalents if management does not plan to reinvest the proceeds. Short-term investments that management
intends to rollover into similar ivestments are considered part of the investment portfolio and are classified as
investments.

(D) Capital Assets

Capital assets, which include property, plant and equipment are reported in the financial statements. Capital assets
are defined by the Authority as assets with an initial, individual cost of more than $2,500 and an estimated useful
life in excess of one year. Such assets are valued at their historical costs.

The costs of normal maintenance and repairs that do not add value to the assets or materially extend the assets’
lives, are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of business-type activities is included as part of the capitalized value
of the assets constructed.

Depreciation is computed over the estimated useful lives of the assets using the straight-line method and is charged
to operating expenses.
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The following useful lives are used to compute depreciation:

Land improvements 3 - 20 years
Buildings 5 - 40 years
Equipment and furniture 3 - 20 years
Vehicles 3 - 5years

Depreciation of landfill cell development and site costs is recorded based on remaining units of capacity. Total
depreciation expense for the years ended June 30, 2007 and 2006 was $7,047,588 and $6,758,656, respectively.

(E) Other Significant Accounting Policies

Accounts receivable are shown net of an allowance for the estimated portion that is not expected to be collected.
Balances that are still outstanding after management has used reasonable collection efforts are written off through
a charge to the valuation allowance and a credit to accounts receivable.

(F) Other Assets

Goodwill, customer list and bond issuance costs, net of accumulated amortization, are reported in other assets. In
accordance with Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets”
(SFAS 142), goodwill represents the excess of the cost of an acquisition over the fair value of net assets acquired. On
an annual basis, both goodwill and the customer list are tested for impairment and adjusted to reflect any
impairment loss. No such loss was incurred for the years ended June 30, 2007 and 2006.

Bond issuance costs are amortized on a straight-line basis over its estimated useful life.

(G) Compensated Absences

Vacation and sick leave pay are recorded as an expense when earned by the Authority’s employees. As of June 30,
2007 and 2006, accrued vacation and sick leave aggregated $546,412 and $569,057, respectively, this resulted in a
net decrease of $22,645 which is reflected in salaries and related costs in the current year. Accrued vacation and
sick leave are based on the following criteria.

Employees’ unused vacation leave is accumulated to a maximum of two years earned. Upon retirement or
termination, employees are paid for all unused accumulated vacation leave at their final rate of pay. The accrued
liability is based upon the full amount of accumulated vacation leave.

Employees’ unused accumulated sick leave can be used up to the total amount accumulated for future sickness. In
the event of termination due to lack of work, employees hired after January 1, 1992 will be paid at the rate of one
day for every two days accumulated to the maximum of 90 days at their final rate of pay. In the event of death,
employees hired after January 1, 1992 will be paid at the rate of one day for each day accumulated to the
maximum of 90 days at their final rate of pay. Employees hired before January 1, 1992 will be paid for every day
accumulated with no limitation, at their final rate of pay. Upon retirement, payment shall be made at the rate of
one day per each day of unused sick leave accumulated to the maximum of 90 days for all employees despite their
hire date. Upon voluntary termination, the employee will forfeit all accumulated sick leave. The Authority has
consistently accrued sick leave for only those employees for whom retirement is impending. The accrued liability
is based upon the sick leave that would be paid upon impending retirement only.

(H) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from the
estimates.

(I) Net Assets

Net assets are the difference between assets and liabilities. Net assets invested in capital assets represent capital
assets, less accumulated depreciation and reduced by the outstanding balances of bonds that are attributable to the
acquisition, construction or improvement of those assets.

2007 Annual Report - Delaware Solid Waste Authority
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Unrestricted net assets represent the net assets available to finance future operations or available to be returned
through reduced tip fees or rebates. The Board of Directors of the Authority may designate unrestricted net assets
for special purposes.

Restricted net assets are limited to outside third party restrictions and represent the net assets that have been
legally identified for specific purposes. As of June 30, 2007, $7,904,156 is restricted for debt principal repayment.

(J) Closure and Post Closure Obligations

The Authority records all estimated closure costs for existing cells as a liability. Upon final closure of the landfill
site, the Authority is then responsible, under current Federal regulations, for maintaining the closed site for the
following thirty years.

(K) Reclassifications
Certain of the amounts previously reported in the financial statements for the prior year have been reclassified to
conform with the current year classifications.

NOTE 2 - Cash and Cash Equivalents
At June 30, 2007, the Authority’s cash on hand and in banks is categorized as follows:

Petty cash $10,042
Deposits insured by the FDIC, or collateralized by various
U.S. Treasury and other government agency securities held
by the pledging bank’s custodian not in the Authority’s name. 2,599,858
Cash on hand and in bank $2,609,900
As of June 30, 2007, $1,789,902 of the Authority’s bank balance of $2,599,858 was exposed to custodial credit risk.

The deposits are exposed to custodial credit risk due to the fact that the collateral is in the pledging financial
institution’s name.

Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may not be returned to it.
The Authority deposits its funds with financial institutions that comply with the requirements of Delaware Statutes
and have been designated as a qualified public depository by the State Treasurer. Under the Statute, banks holding
public deposits in excess of the amounts insured by FDIC must pledge collateral with a fair value equal to a
percentage of the average daily balance of all government deposits in excess of federal deposit insurance.

NOTE 3 - Investments

In accordance with the Authority’s investment policy, investment purchases are limited to U.S. Treasury
Obligations, U.S. Government Agency Bonds and Notes, Wilmington U.S. Government Mutual Funds, and AA or
better rated Corporate Bonds and Notes. The Authority’s debt securities as of June 30, 2007 received an AA or
better and an A-1 issue credit rating. As of June 30, 2007, the Authority was in compliance with its investment
policy.

Investments are carried at fair value.

The net change in the fair value of the Authority’s investments as of June 30, 2007 resulted in an unrealized gain of
$854,898 and is included in net investment income. The calculation of the net change in the fair value of
investments is independent of the calculation of realized gains and losses. Realized gains and losses are computed
as the difference between the proceeds of the sale and the cost of the investments sold. Realized gains and losses
of the current period include unrealized amounts from prior periods. Realized gains for the years ended June 30,
2007 and 2006 were $82,323 and $224,157, respectively.

It is the Authority’s policy generally to hold investments until maturity.
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The Authority’s investments are summarized as follows:

2007 2006
Fair Value/ Fair Value/
Carrying Value Cost Carrying Value Cost
U.S. Treasury Obligations $11,412,766 $11,436,774 $12,007,973 $12,230,233
U.S. Government Agency Bonds and Notes 23,596,374 23,672,230 27,730,273 28,168,383
Wilmington U.S. Government Mutual Funds 96,922,762 96,922,762 13,109,758 13,109,754
Corporate Bonds and Notes 32,599,503 32,560,732 35,538,209 35,793,834
Total Investments $164,531,405 $164,592,498 $88,386,213 $89,302,204
The investments mature as follows:
Total 2008 2009 2010 2011

U.S. Treasury Obligations $11,412,766 $6,707,022 $4,206,094 $499,650 $ -
U.S. Government Agency Bonds and Notes 23,596,374 10,760,435 10,535,941 1,532,400 767,598
Wilmington U.S. Government Mutual Funds 96,922,762 96,922,762 - - -
Corporate Bonds and Notes 32,599,503 27,342,438 5,257,065 - -

$164,531,405 $141,732,657  $19,999,100  $2,032,050 $767,598

The Authority does not have a formal policy limiting investment maturities that would help manage its exposure to
fair value losses from increasing interest rates.

NOTE 4 - Capital Assets

On July 5, 2006, the Authority completed the purchase of the Cherry Island Landfill gas plant and transmission
pipeline from Cereza Energy, Inc. The purchase gives the Authority control of the gas plant and collection system
and provides the opportunity to make upgrades that will increase the efficiency and collection volume of the
system. The purchase will increase the revenues derived from marketing the gas from a nominal 6.0% of gross
revenues to 100.0% of the revenues less all operating expenses.

The following table summarizes the estimated fair values of the assets acquired, no liabilities were assumed, at the
date of the acquisition.

Land improvements $2,830,630
Equipment and furniture 2,881,840
Goodwill 871,160
Customer list 8,410,000
Total Assets Acquired $14,993,630

2007 Annual Report - Delaware Solid Waste Authority
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A summary of changes in capital assets for the year ended June 30, 2007 is as follows:

June 30, June 30,
2006 Increases Decreases 2007

Capital assets not being depreciated:
Construction in progress $22,240,328 $31,207,628 $(19,827,493) $33,620,463
Land 22,743,085 151,402 = 22,894,487
Total capital assets not being depreciated 44,983,413 31,359,030  (19,827,493) 56,514,950
Depreciable capital assets:
Land improvements 125,268,020 16,993,976 (506,199) 141,755,797
Less: accumulated depreciation (97,310,930) (3,761,125) - (101,072,055)
Buildings 38,375,391 6,232,186 - 44,607,577
Less: accumulated depreciation (14,185,749) (1,337,926) - (15,523,675)
Equipment and furniture 8,864,680 5,644,414 (586,077) 13,923,017
Less: accumulated depreciation (6,402,731) (1,258,603) 542,450 (7,118,884)
Vehicles 2,746,004 1,141,678 (236,494) 3,651,188
Less: accumulated depreciation (1,267,843) (709,736) 197,575 (1,780,004)
Depreciable assets,
net of accumulated depreciation 56,086,842 22,944,864 (588,745) 78,442,961

Capital assets, net $101,070,255  $54,303,894 $(20,416,238) $134,957,911

The status of the Authority’s construction in progress at June 30, 2007 is as follows:

Expected
Landfills: Completion Date Costs to Date

Cherry Island

Landfill Expansion Design Ongoing $27,542,227
Landfill Gas System Ongoing 2,047,241
Site Improvements - EGF I Ongoing 33,950
Total $29,623,418
Sandtown
Area A/B Capping August 2007 2,462,547
Landfill Gas System Ongoing 1,989
Back-up Generator Ongoing 3,428
Scalehouse, Litter Fence, etc. Ongoing 54,269
Total 2,522,233
Jones Crossroads
Landfill Gas System Ongoing 11,886
Cell TII/TV Capping Ongoing 16,730
Road Construction Ongoing 442
Cell 5 Ongoing 344,910
Total 373,968
Recycling
Office Building Expansion Ongoing 58,300
Transtor Facility Ongoing 1,042,180
Total 1,100,480
Administration
Dover Office Land Acquisition Ongoing 364
Land Acquisition Ongoing -
Total 364

Total Construction In Progress

$33,620,463
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NOTE 5 - Landfill Closure and Post Closure Care Costs

On October 9, 1991, the U.S. Environmental Protection Agency issued its rule, “Solid Waste Disposal Facility
Criteria”. This rule establishes closure requirements, location restrictions, operating criteria, design criteria,
groundwater monitoring and corrective action requirements, post closure care requirements and financial
assurance requirements for Municipal Solid Waste Landfills. State governments are primarily responsible for
establishing state legislation and related permit programs to implement and enforce the EPA rule and have been
given flexibility to tailor requirements to accommodate the wide variety of local conditions that exist.

In addition to operating expenses related to current activities of the landfills, an expense provision and related
liability are being recognized based on the estimated future closure costs that will be incurred near or at the date of
closure and the estimated post closure care costs at each site for thirty years after closure. The Authority reports a
portion of these closure and post closure care costs as an operating expense each year based on landfill capacity
used during the year. Accrued landfill closure and post closure care costs, $42,581,434 as of June 30, 2007 and
$37,578,171 as of June 30, 2006, represent the cumulative amount reported based on the estimated percentage of
landfill capacity used as of those dates. The Authority will recognize the remaining estimated cost of closure and
post closure care of $110,780,031 as the remaining estimated capacity is filled. The estimated total current cost of
the landfill closure and post closure care of $153,361,464 is based on the amount that would be paid if all
equipment, facilities, and services required to close, monitor, and maintain the landfills were acquired as of June
30, 2007. However, the actual cost of closure and post closure care may be higher due to inflation, changes in
technology, or in landfill laws and regulations. The following is a summary of selected information related to the
Authority’s landfills as of June 30, 2007:

Estimated Cumulative Costs to be

Capacity Remaining Accrued Recognized in
Landfill Used Life Costs the Future
Cherry Island 43.25% 19 years $19,364,495 $18,276,349
Sandtown 18.85% 35 years 5,918,557 47,629,823
Jones Crossroads 12.72% 37 years 12,116,381 44,873,859
Pigeon Point 100.00% Closed 1985 5,182,000 -
Total $42,581,433 $110,780,031

During the fiscal year 2006, the current capacity of Phase III, IV, and V was increased from 5,927,850 to 8,767,400
tons. This was the result of the Delaware Department of Natural Resources and Environmental Control’s (DNREC)
approval for a permit modification, which would allow filling in bench areas to create a 5% slope for drainage and
for preparation of the installation of a temporary geomembrane cover and recent surveys. The 2006 DNREC permit
also requires some waste to be disposed at an alternate Delaware Solid Waste Authority facility. In addition,
beginning in 2007, the Authority is prohibited from landfilling yard waste at the Cherry Island facility. As a result,
the life of Phase 111, IV and V has been extended to May 2011.

The 2006 permit also raised the ultimate elevation from 172’ to 195’ This “Permitted Capacity” is projected to add
an additional 10,856,000 tons. Assuming the current Phase III, IV, and V is filled in May 2011, it is estimated this
additional “Permitted Capacity” will extend the life of this Phase to March 2027.

In August 2000, the Authority acquired access to additional adjacent land from the U. S. Army Corps of Engineers.
This, known as Phase VI, VII and VIII, is projected to add an additional 13,500,000 tons of capacity to the Cherry
Island Landfill extending the cumulative remaining life by another twelve (12) years. The Authority will have
access to this property only after the U. S. Army Corps of Engineers has finished using the site for their dredge
spoil disposal activity. It is currently estimated that the Authority will have access to this property in 2012.

Beginning in 2006, there was a significant increase in waste to be disposed of at the Sandtown Landfill Facility. This
is a result of diverting waste from the Pine Tree Corners Transfer Station to the Sandtown Landfill Facility. Because
of this, more precise drawings for future cells were completed which estimates their shapes and volumes. The
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drawings refined the estimated capacity of the cells and reflected an additional 6,699,600 tons. Although the
capacity increased, the overall life of the landfill was reduced as a result of the significant increase in waste
disposal.

As with the Sandtown Landfill, the Jones Crossroads Landfill capacity was recalculated in fiscal year 2006. The
revised estimate was significantly more detailed and provided a more accurate estimate of capacity and life of the
current and future cells. In addition, an evaluation of the site revealed that the Authority can develop an additional
area, designated as Cell 9 when an existing power line is moved to the perimeter of this site. The estimated total
capacity was increased from 9,127,235 to 29,356,585 tons.

A summary of the current year expenditures and accruals is as follows:

Cherry Jones Pigeon
Total Island Sandtown Crossroads Point

Balance of accrual,
June 30, 2006 $37,578,171 $18,147,061 $4,797,674 $10,358,436 $4,275,000
Current year expenditures:
Closure costs - -
Post closure costs (632,099) - - - (632,099)

Net accrual 36,946,072 18,147,061 4,797,674 10,358,436 3,642,901
Balance of accrual,
June 30, 2007 42,581,433 19,364,495 5,918,557 12,116,381 5,182,000

Net closure and post
closure care costs
recognized in current year $5,635,361 $1,217,434 $1,120,883 $1,757,945 $1,539,099

Included in the computation of Landfill Closure and Post Closure Care Costs as of June 30, 2007, are closure costs
for: (1) Pine Tree Corners Transfer Station of $9,300 (2) Cheswold Collection Station of $2,500; (3) Milford Transfer
Station of $10,300 (4) Ellendale, Long Neck, Omar, and Bridgeville Collection Stations, each totaling $1,800 (5) DRC
Transfer Station of $22,000 and (6) Route 5 Transfer Station of $10,300.

NOTE 6 - Bonds Payable

On December 20, 2006, the Authority issued $95,715,000 of special revenue bonds secured by the pledged revenues
of the Authority for the purpose of financing the expansion of the Authority’s Cherry Island Landfill and various
other projects as described in the Authority’s capital improvement program. The proceeds from these debt
issuances may only be used for the specific purpose for which the money was raised, which is generally to finance
expenditures for landfill construction and development. Proceeds from the bond issues are held in trust until such
time as we incur qualified expenditures, at which time we are reimbursed from the trust funds. The bonds carry
interest rates of 3.5% to 5% and mature between June 1, 2008 and June 1, 2026.

Revenue bonds payable by the Authority at June 30, 2007 are summarized as follows:

Series 2006 $95,715,000
Unamortized premium 5,366,191
Accrued interest 385,357

$101,466,548
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The debt service requirements and interest rates of the Series 2006 bonds are as follows:

Year Ending Interest
June 30 Rate Principal Interest Total
2008 5.0% $3,245,000 $4,624,288 $7,869,288
2009 3.5% 3,390,000 4,483,713 7,873,713
2010 5.0% 3,550,000 4,322,838 7,872,838
2011 3.5% 3,675,000 4,198,588 7,873,588
2012-2026 3.5-5.0% 81,855,000 36,220,723 118,075,723

$95,715,000 $53,850,150  $149,565,150

The total interest expense incurred on the Authority bond debt for the year ended June 30, 2007 was $2,453,441.
NOTE 7 - Deferred Revenues

On February 1, 1990, the Authority entered into an agreement with the Delmarva Power Company which allowed
Delmarva Power Company to dispose at the Authority’s designated landfill areas up to 72,000 wet tons of fly ash
product per year until a total of 1,440,000 wet tons is reached over a period of not less than twenty years and not
more than thirty years. In exchange for this right, the Authority received 37.73 acres of land adjacent to the Cherry
Island landfill. This land was independently appraised at $864,250 and has been capitalized and included in the
Authority’s property, plant and equipment at that value. Deferred revenue for the future dumping fees of this fly
ash was recorded on the books and records of the Authority equal to the capitalized value of the property received
in exchange. The Authority recognizes income each year based on the wet tons actually received, to the maximum
of 72,000 tons per year, compared to the total amount of wet tons to be received over the agreed period of time.
Delmarva Power Company has not dumped any fly ash at the Authority’s designated landfill since the fiscal year
ended June 30, 1993. Accordingly, the Authority has not recognized revenue from the dumping of fly ash since the
fiscal year ended June 30, 1993. The balance of deferred fly ash income at June 30, 2007 and 2006 was $788,260.

The Authority also sells tickets to residents of Kent and Sussex Counties. These tickets are used by the residents
when they drop off bags of trash at any one of the collection stations in Sussex County or the Cheswold Transfer
Station in Kent County. Income from the sale of tickets is recognized by the Authority as the bags of trash are
collected. The balance of deferred income from the sale of these tickets at June 30, 2007 and 2006 was $110,650
and $108,667, respectively.

NOTE 8 - Pension Plan

Plan Description: All full-time or regular part-time employees of the Authority are required to participate in the
Delaware Public Employees’ Retirement System (the “System”) administered by the Delaware Board of Pension
Trustees. The System is a cost-sharing, multiple-employer, defined benefit public employee retirement system that
provides retirement, death and disability benefits to plan members and beneficiaries. Pension benefits of the
System are established by Delaware Statutes, Chapter 55, Title 29, and may be amended by the Delaware
Legislature.

The System issues a publicly available financial report that includes financial statements and required
supplementary information for the System. That report may be obtained by writing to the Office of Pensions,
McArdle Building, 860 Silver Lake Blvd., Suite 1, Dover, Delaware 19904-2402, by visiting the web site at
www.delawarepensions.com or by calling 1-800-722-7300.

Funding Policy: Plan members are required to contribute 3% of their annual salary which exceeds $6,000 per
calendar year. The Authority is required to contribute at an actuarially determined rate, which was 15.95% and
15.02% of annual covered payroll for the twelve months ended June 30, 2007 and 2006, respectively. The
contribution requirements for plan members and participating governments are established by State statute. The
Authority’s contributions to the System for the years ended June 30, 2007, 2006 and 2005 were $992,453, $823,254
and $606,064, respectively, and were equal to the required contributions for each year.

51
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NOTE 9 - Contract Rebate Payable

The Authority offers a Differential Disposal Fee Program that began on July 1, 2005 and will run through June 30,
2010. The program offers rebates of $10.00/ton and $13.50/ton. The “at the gate fee” for all dry waste delivered to
designated facilities is $42.00/ton. For the program years ended June 30, 2007 and 2006, three hundred and ninety
three (393) and three hundred fifty-five (355) participants received rebates totaling $10,965,869 and $11,018,974,
respectively.

NOTE 10 - Risk Management

The Authority is exposed to various risks of loss related to torts; theft, damage and destruction of assets; errors and
omissions; injuries to employees; life and health of employees; and natural disasters. The Authority purchases
commercial insurance in the open market from insurance companies with an A.M. Best rating of A-size VII or
higher for all insurable risks of loss. Settled claims have not exceeded this commercial coverage in any of the past
three fiscal years.

NOTE 11 - Commitments and Contingencies

Arbitrage: The Tax Reform Act of 1986 requires the Authority to rebate the earnings on the investment of revenue
bond proceeds, in excess of their yield, to the federal government. Of the rebate, 90 percent is due and payable five
years from the date bonds were issued and at five-year intervals thereafter. The remaining 10 percent is payable 60
days after they are retired. The Authority’s 1995 bond issue was retired on July 1, 2006 and a final arbitrage rebate
analysis was performed. The analysis resulted in a negative cumulative rebate of $678,769. As of June 30, 2007, the
Authority applied for the rebate and expects to collect the full amount from the federal government. In regards to
the 2006 bond issue, because positive arbitrage can be offset against negative arbitrage, the rebate amount
fluctuates each year and may or may not be owed at the payment intervals. As of June 30, 2007, the Authority is
contingently liable for arbitrage rebate currently computed to total $618,905.

Litigation: The Authority makes significant estimates in determining the amount of Unreserved Net Assets needed
to be designated for the protection of the Authority, the Authority’s assets, employees and bondholders in the event
of litigation because of the nature of the Authority’s operations. Although the Authority has endeavored to
designate an adequate amount for this self-insurance, it is not determinable whether or not these amounts would
be sufficient in the event of such litigation.

Grants: Amounts received from grantor agencies are subject to audit and adjustment by those agencies, principally
the Federal Government and the State of Delaware. Any disallowed claims, including amounts already received,
might constitute a liability of the Authority for the return of those funds. In the opinion of management, all grant
expenditures were in compliance with the terms of the grant agreements and applicable Federal and State laws and
regulations.

Contract Commitments: The Authority has several uncompleted construction contracts for landfill development
and improvements to the solid waste system. The construction is being funded primarily from existing renewal and
replacement funds. At June 30, 2007, the uncompleted contracts are summarized as follows:

Remaining
Contract Approved Retainage Contract
Amount Payments Payable Commitment
Cherry Island Landfill $102,176,601 $26,826,297 $2,072,045 $75,350,304
Sandtown Landfill 4,055,951 2,278,847 183,383 1,777,104
Jones Crossroads Landfill 33,713,924 28,960,598 64,665 4,753,326

$139,946,476 $58,065,742 $2,320,093 $81,880,734
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In addition to the construction contract commitments, the Authority also has operations contracts for various
facilities and programs. The facilities include the Cherry Island and Sandtown Landfills and the Pine Tree, Milford
and Route 5 Transfer Stations. The programs are relative to the Authority’s recycling activities. The estimated cost
of these commitments for the year ended June 30, 2007 is $16,639,100.

The Authority and the City of Wilmington negotiated a Restated Sludge Agreement that was approved by resolution
of City Council on September 18, 1997. The terms of the Restated Agreement require the City to pay the debt
service associated with the Sewage Sludge Processing Module located at the Delaware Reclamation Plant (DRP).
The obligation was fulfilled as of June 30, 2003.

For a ten-year period beyond 2003, the City will not be charged service fees for disposal of its processed sewage
sludge as well as stabilized sludge that is utilized by the Delaware Solid Waste Authority for landfill operations.
Environmental Liabilities: The Authority, in cooperation with other state and local regulatory agencies, maintains
an extensive monitoring program for potential environmental contaminants at each of its sites and facilities. These
monitoring programs have not identified any contaminants caused by landfill leachate or other operations of the
Authority. In the event that any environmental contaminants are identified, the Authority may be financially
responsible for the assessment and cleanup costs, as well as potential fines imposed by governmental regulatory
agencies.

NOTE 12 - Subsequent Events

On October 22, 2007, a claim was asserted against the Authority. Although the complaint does not specify the exact
amount of damages sought, the Authority has been advised that the company is claiming damages in the range of
$750,000 to $1,000,000. No litigation has been filed or threatened. The claim arises out of certain work performed,
on behalf of the Authority, at the Central Solid Waste Management Center (Sandtown Landfill) in Felton, Delaware.
General counsel is of the opinion that the Authority has a valid defense. The Authority filed an Answer with
Counterclaims against the company and intends to vigorously contest the claim. General counsel has stated that it
is difficult to evaluate the likelihood of the outcome and estimate the amount of potential loss.

2007 Annual Report - Delaware Solid Waste Authority
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SCHEDULES OF OPERATING REVENUES AND EXPENSES
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

Transfer Collection
Landfill Station Station Recycling
Operations Operations Operations Operations
OPERATING REVENUE
Net user fees: solid waste $44,769,092 $11,796,856 $90,663 $ -
Landfill gas 2,912,168 - -
Other income 123,753 28,693 - 3,120,084
TOTAL OPERATING REVENUE 47,805,013 11,825,549 90,663 3,120,084
OPERATING EXPENSES:
SALARIES AND RELATED COSTS 3,229,554 357,634 140,644 2,964,591
PROFESSIONAL SERVICES
Legal services 129,716 3,299 - 14,226
Auditing services 9,453 - - -
Computer services - - - 2,295
Consulting engineer 355,242 - - -
Other professional services 422,920 2,750 1,000 1,225
Trustee costs 8,000 - - -
Total Professional Services 925,331 6,049 1,000 17,746
TRAVEL
Mileage = = = =
Common carrier 27,642 - - -
Lodging, meals, parking and tolls 6,250 47 - 4,782
Conferences and registrations 116 - - -
Business meetings 4,024 - - 925
Total Travel 38,032 47 - 5,707
SUPPLIES AND MATERIALS
Office and computer supplies 107,965 28,543 2,432 26,466
Maintenance and janitorial supplies 343,563 255 79 54,950
Safety supplies 47,224 1,925 15 21,909
Publications and subscriptions 517 - - 365
Uniforms 20,451 - - 58,310
Vehicle expense 317,060 - - 299,697
Other supplies 136,230 14,522 203 815,732
Weightickets and supplies 6,193 133 - 303

Total Supplies and Materials 979,203 45,378 2,729 1,277,732
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Household

Hazardous General & 2007 2006
Waste Program Administrative Total Total

$ - $ - $56,656,611 $57,883,923

2,912,168 229,115

- 1,870 3,274,400 2,37 %, 313

- 1,870 62,843,179 60,485,351

7,167 4,112,084 10,811,674 8,381,626

- 347,184 494,425 633,382

- 59,698 69,151 45,579

= 9,713 12,008 15,121

- 45,807 401,049 279,486

- 612,369 1,040,264 293,608

- - 8,000 3,145

- 1,074,771 2,024,897 1,270,321

- 202 202 4,538

- 14,617 42,259 14,969

- 38,749 49 828 33,863

= 12,549 12,665 22,540

- 37,863 42,812 41,577

- 103,980 147,766 117,487

- 290,559 455,965 329,271

= 5,195 404,042 149,531

- 10,122 81,195 41,386

= 4,879 5,761 6,727

- 6,962 85,723 67,663

- 56,460 673,217 507,576

115 5,413 972,215 905,128

- - 6,629 34,598

115 379,590 2,684,747 2,041,880
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SCHEDULES OF OPERATING REVENUES AND EXPENSES
FOR THE YEARS ENDED JUNE 30, 2007 AND 2006

Transfer Collection Household
Landfill Station Station Recycling
Operations Operations Operations Operations
UTILITIES
Electric $879,215 $108,555 $5,812 $227,274
Water (13,953) - - 50,008
Sewage 557,375 - - 1,568
Fuel oil and gas 11,828 - - 2,339
Telephone 40,963 9,944 2,541 60,301
Total Utilities 1,475,428 118,499 8,353 341,990
CONTRACTUAL SERVICES
Equipment rental and repair 105,861 - - 63,478
Temporary services 102,169 = = 426,184
Membership and dues 3,055 - - 8,161
Printing 61,829 - - 7,791
Advertising 33,588 2,612 1,294 28,523
Insurance 282,087 28,363 9,453 156,499
Permits and fees 294,676 21,630 14,140 1,330
Leachate hauling and treatment 1,286,541 8,101 - -
Postage and freight 7,193 - - 42
Environmental monitoring and analysis 390,958 1,165 - -
Surveying 24,514 - 500 -
Public awareness 77,880 2,316 - 1,008,687
Site security 81,239 150 3,215 22,459
Contractors' operating cost - 6,201,105 - 1,759,964
Landfill materials 2,885,060 93,486 - -
Contractors' disposal costs 6,166,619 1,558,159 - -
Janitorial services and pest control 16,142 954 520 33,193
Automotive rental and repair 12,183 - - 188,291
Landscaping services 10,139 16,590 3,810 28,286
Hauling services - 355,875 45,724 -
Methane gas recovery 974,372 - 138 -
Other contractual services 192,775 42,694 6,835 51,785
C&D processing 2,050,664 - -
General maintenance and repair 1,355,120 163,628 13,994 383,740
Total Contractual Services 16,414,664 8,496,828 99,623 4,168,413
CLOSURE AND POST CLOSURE
CARE OF LANDFILLS 5,635,361 - - =
DEPRECIATION EXPENSE 5,393,593 760,534 43,140 764,507
TOTAL OPERATING EXPENSES 34,011,128 9,784,969 295,489 9,540,686
MANAGEMENT OPERATIONS
DISTRIBUTION 5,269,563 926,060 7,298 1,094,632

EXCESS OPERATING REVENUES

OVER EXPENSES $8,524,322 $1,114,520 $(212,124) $(7,515,234)
56
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Hazardous General & 2007 2006
Waste Program Administrative Total Total
$ - $30,262 $1,251,118 $305,400
- 289 36,344 56,147
- 417 559,360 437,059
- 4,153 18,320 19,077
= 38,430 152,679 123,217
- 73,551 2,017,821 940,900
- 119,259 288,598 108,949
866 23,491 552,710 227,045
- 21,832 33,048 25,332
- 15,662 85,282 34,251
- 47,707 113,724 97,614
- 104,328 580,730 439,717
= 425 332,201 146,474
- - 1,294,642 958,283
- 35,671 42,906 31,429
- 32,643 424,766 385,221
- 36,551 61,565 74,591
86,474 380,384 1,555,741 1,143,293
- 3,583 110,646 53,769
235,757 - 8,196,826 4,558,077
- - 2,978,546 2,582,456
. - 7,724,778 4,948,095
- 28,468 79,277 78,778
= 26,756 227,230 129,247
- 6,924 65,749 51,486
- - 401,599 133,162
- 7,443 981,953 737,996
2,090 491,368 787,547 549,444
2,050,664 2,549,539
- 14,196 1,930,678 1,439,468
325,187 1,396,691 30,901,406 21,483,716
- - 5,635,361 (18,788,390)
8,958 156,894 7,047,588 6,758,656
341,427 7,297,561 61,271,260 22,206,196
- (7,297,553) - -
$(341,427) $1,862 $1,571,919 $38,279,155
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