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PROFILE

BFI Canada Income Fund (the “Fund” or “Company”) is one of North America’s largest full-service waste management

companies, providing non-hazardous solid waste collection and landfill disposal services for commercial, industrial,

municipal and residential customers in five provinces and ten U.S. states.

Through our operating brands, BFI Canada and IESI, we are leaders in our respective markets, serving more than 

1.8 million customers with our vertically integrated assets. 

Our trust units are listed on the Toronto Stock Exchange under the symbol BFC.UN.

To learn more, visit our website at www.bficanada.com.
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in the BFI Canada Income Fund first quarter and annual report for the periods ended March 31 and December 31, 2004, respectively. (E) Distributions are for the period April 25,
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OUR ADVANTAGES

COLLECTION

As an integrated provider, our service

begins with collection of non-

hazardous solid waste, recyclable

products and construction debris

originating from commercial

businesses, industrial facilities and

municipalities. We are continually

updating and upgrading our fleet of

front-end loaders, rear-end loaders,

side-loaders and roll-off trucks.  

INTEGRATED ASSETS

We are a vertically integrated waste

management company operating

collection, transfer, recycling, and

landfill assets to provide a total

solution for our customers. We

believe our ability to offer this

combination of services is an

important competitive advantage.

TRANSFER

Once collected, waste and recyclable

materials are often transported to

transfer stations for consolidation. We

operate 36 transfer stations that

receive the waste collected by

internal and third-party collection

vehicles. Our transfer stations provide

an efficient means of processing

waste prior to recycling or disposal

and are an essential gathering point

in the markets we serve. 

LONG-TERM CUSTOMERS

There is a high degree of stability in our customer base due to our market-

focused strategies. Moreover, our municipal customers typically enter

three-to-five- year contracts with us to better manage their long-term waste

management needs. Most often, commercial and industrial contracts

automatically renew, providing us with a consistently low churn rate. These

contracts serve the needs of our customers while providing us with the ability 

to pass through fuel, environmental and other necessary surcharges. We serve 

1.7 million residential, and 150,000 commercial and industrial customers. 

MARKET LEADERSHIP 

We are a market leader in the Canadian and U.S. communities we serve. This

allows us to employ strategies that increase return on our assets. Our targeted

community presence and our commitment to service have given us a highly

defensible leadership position – and an organic revenue growth rate that has

outperformed the industry average for many years. 

COMMITTED EMPLOYEES 

Our more than 3,700 employees are focused on a clear goal – managing our

assets in ways that will best benefit our investors, customers, communities and

the environment. Our people are passionate about the advancement of our

Company because we all recognize the important role we play in the operation of

businesses, cities and industries. For many of our employees, theirs is not just a

job. They respect the environmental responsibility that comes with the work we

do, and often feel a personal obligation to help keep their communities clean. 



RECYCLING

We sort, process and sell a wide

variety of recyclable material

collected from commercial,

industrial and residential

customers.  Equipped with sorting

machines, shredders and balers that

automate much of the sorting

process, our 18 recycling facilities

play an important role in the

diversion of waste from landfill sites. 

A GROWING MARKET 

A growing population is contributing to a growing waste industry, estimated to be

$52 billion in the United States, according to the Waste Business Journal in its most

recent (2006) market analysis. Moreover, the Waste Business Journal estimates that

the US waste management industry “is conservatively on track to exceed $60

billion by 2010.”  This figure includes waste collection, disposal in landfills, waste-

to-energy plants, and processing and materials recovery efforts. Population and

per capita waste generation growth in Canada are also thought to be increasing

the size of the Canadian industry. As the sixth largest waste management company

by revenues in North America, we are well positioned to grow within an industry

that is often characterized as one of the most recession-resistant in the economy. 

LONG-TERM TRACK RECORD

Our track record is one of solid and profitable growth. Since completing our initial

public offering in April 2002, we have achieved a compound annual revenue growth

rate of more than 43% and a compound annual EBITDA growth rate of more than

40%. We have invested in maintenance capital while delivering a distribution to

unitholders that has not exceeded 90% of available free cash flow. We have invested

in our future, spending more than$1.9 billion in growth capital and acquisitions

since 2002 while maintaining a long-term debt to EBITDA ratio (a key measure of

financial stability) at or below the industry average every year.  This track record is

the result of an experienced management team, dedicated to managing growth,

who invest capital where it can achieve consistently strong returns. 

LANDFILL

Non-hazardous solid waste

collected, that is not recycled, goes

to landfills for disposal. We own

and/or operate 22 landfills – five in

Canada and 17 in the U.S. Our

landfills are highly engineered,

prudently managed, and monitored

for environmental compliance that

either meets or exceeds regulatory

requirements. With landfill sites

located in key markets, we are able

to efficiently manage the waste

volumes that we collect.

GAS TO ENERGY

We operate landfill gas recovery

systems at six landfills as well as

gas-to-energy plants at our landfills

in Seneca Falls, New York and

Lachenaie, Quebec. By capturing

landfill gas to generate electricity,

we contribute to the energy needs

of our communities. 
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Revenues 

2007 2006 $ Change

Total 917,357$           771,819$              145,538$             

Canada 336,527$           288,640$              47,887$               

U.S. south 314,690$           267,121$              47,569$               

U.S. northeast 266,140$           216,058$              50,082$               

Year ended December 31

 
The increase in consolidated revenues for the year ended is due in part to organic Canadian and U.S. segment 
growth, approximately $35,000 and $35,600 or 12.6% and 7.5%, respectively, where organic growth excludes the 

impact of fuel and environmental surcharges, acquisitions and foreign currency translation.  Revenue growth 
attributable to acquisitions and fuel and environmental surcharges accounts for the balance of the increase.  The 
Fund’s U.S. northeast segment experienced some revenue softness at its landfills in the latter half of the year.  The 

decline is due to an increase in overall disposal capacity within the segment coupled with an overall economic 
softening in the region leading primarily to lower volumes entering Fund-owned landfills.  The unfavourable impact 
of foreign currency translation was partially offset by higher fuel and environmental surcharges. 

 

Operating expenses 

2007 2006 $ Change

Total 531,614$           436,311$              95,303$               

Canada 175,305$           146,565$              28,740$               

U.S. south 204,323$           177,263$              27,060$               

U.S. northeast 151,986$           112,483$              39,503$               

Year ended December 31

 
Higher total disposal and labour costs amount to approximately $60,300 and $28,600, respectively, and are 

attributable to higher internally collected waste volumes and higher costs to service new and existing customers, 
contracts, and acquisitions.  The balance of the change is due principally to higher vehicle operating costs and 
repairs and maintenance expense partially offset by a decline in insurance and equipment and facility rent.   

 

SG&A 

2007 2006 $ Change

Total 110,208$           99,591$                10,617$               

Canada 41,504$             40,086$                1,418$                  

U.S. south 40,743$             36,570$                4,173$                  

U.S. northeast 27,961$             22,935$                5,026$                  

Year ended December 31

 

Higher total salaries represent approximately $8,000 of the total increase.  Acquisition and organic growth are the 

primary reasons for the increase in total salaries.  Higher facility and office costs and travel expenditures, as a result of 
acquisition and organic growth, are the primary reasons for the balance of the change.     
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Amortization 

2007 2006 $ Change

Total 161,006$           148,128$              12,878$               

Canada 57,538$             56,215$                1,323$                  

U.S. south 50,561$             45,193$                5,368$                  

U.S. northeast 52,907$             46,720$                6,187$                  

Year ended December 31

 

Higher amortization totaling approximately $12,900 is due in large part to acquisitions and acquired growth capital 
through 2006 and 2007.   
 

Interest on long-term debt 

2007 2006 $ Change

Total 42,964$             34,307$                8,657$                  

Canada 10,567$             9,120$                   1,447$                  

U.S. 32,397$             25,187$                7,210$                  

Year ended December 31

 
Financing growth expenditures, working capital, and acquisitions, partially offset by the application of net proceeds 

from the Fund’s trust unit offering against U.S. revolving credit facility advances and lower borrowing costs 
attributable to IRB financings completed in the year, are the primary causes of the increase in interest expense for the 
Fund’s U.S. segment.  Financing growth expenditures, working capital, and acquisitions has also increased interest 

expense for the Fund’s Canadian segment.  

  

Financing costs  

2007 2006 $ Change

Total 7,192$                79$                       7,113$                  

Canada 150$                    79$                       71$                       

U.S. 7,042$                -$                      7,042$                  

Year ended December 31

 
Financing costs were incurred to amend the Fund’s U.S. and Canadian revolving credit facilities and to raise IRBs in 

the state of Texas. 
 

Net gain on sale of capital assets 

2007 2006 $ Change

Total (1,434)$              (443)$                     (991)$                    

Canada (508)$                  (77)$                      (431)$                    

U.S. (926)$                  (366)$                     (560)$                    

Year ended December 31

 
The disposition and replacement of landfill equipment in Canada and the U.S. and the sale of certain equipment in 
the U.S. resulted in the net gains on sale.  
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Net loss on financial instruments 

2007 2006 $ Change

Total 9,384$                3,363$                   6,021$                  

Canada (176)$                  -$                      (176)$                    

U.S. 9,560$                3,363$                   6,197$                  

Year ended December 31

 
Effective January 1, 2007, the Fund adopted the Canadian Institute of Chartered Accountants (“CICA”) accounting 
standard for financial instruments.  This standard resulted in the Fund recognizing and measuring fair value changes 
in certain financial assets and liabilities.  The transitional provisions of this standard did not require retroactive 

application and accordingly no amounts were recognized in the Canadian segment for the comparative year.   
 
The Canadian segment gain on financial instruments relates to changes in the fair value of funded landfill post-

closure costs, approximately ($200).  U.S. segment losses are due largely to interest rate swaps, approximately $8,300.  
A comparative reduction in losses on foreign currency exchange agreements and old corrugated cardboard (“OCC”) 
hedge agreements accounts for the balance of the change. 

 

Net foreign exchange loss (gain) 

2007 2006 $ Change

Total 13,671$             (2,578)$                 16,249$               

Canada 17,390$             94$                       17,296$               

U.S. (3,719)$              (2,672)$                 (1,047)$                

Year ended December 31

 
For the period from January 1 through August 31, 2007, the Fund’s U.S. note was translated as if it was a third-party 

foreign currency trade balance.  The resulting net unrealized and realized foreign exchange losses on translation of 
the U.S. note, approximately $9,700 and $7,700, respectively, were recorded in the Fund’s Canadian segment results.  
Net foreign exchange gains realized by the Fund’s U.S. segment are principally attributable to gains realized on the 

settlement of foreign currency exchange agreements. 
 

Other expenses 

2007 2006 $ Change

Total 48$                      210$                      (162)$                    

Canada -$                     -$                      -$                      

U.S. 48$                      210$                      (162)$                    

Year ended December 31

 
Other expenses are comprised of various management bonus costs related to certain acquisitions. 
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Income tax expense 

2007 2006 $ Change

Total 4,697$                12,917$                (8,220)$                

Canada 8,091$                5,885$                   2,206$                  

U.S. (3,394)$              7,032$                   (10,426)$              

Year ended December 31

 
Current income taxes increased approximately $3,300, for the Fund’s Canadian segment, and was partially offset by 

an approximately $1,100 decline in future income tax expense.  Cash taxes payable by certain Canadian operating 
subsidiaries is the primary cause of the increase in current income taxes.  A rise in unutilized tax loss carryfowards in 
certain Canadian non-operating subsidiaries was partially offset by the erosion of tax loss carryforwards in certain 

Canadian operating subsidiaries, and collectively are the primary reasons for the decline in future income tax 
expense.  
 

The increase in U.S. segment income tax recoveries is due almost entirely to a decline in future income tax expense, 
approximately $10,300.  The decline in future income tax expense is the result of a decline in non-deductible 
expenses, approximately $3,300, coupled with recoveries recognized on U.S. to Canadian GAAP adjusted balances, 

approximately $4,500, comprised principally of movements in capitalized interest amounts and financing cost 
expense.  The balance of the change is due largely to a decline in valuation allowances recognized in the prior versus 
current year. 

 

Non-controlling interest 
The non-controlling interest’s share of net income amounts to $6,320 (2006 – $7,191) for the year ended December 

31, 2007.  Non-controlling interest, recorded on the Fund’s consolidated balance sheet, represents the initial value of 
issued PPSs, net of exchanges and cancellations since issuance, plus or minus the non-controlling interest’s share of 
net income or loss, transition adjustments, and distributions declared.   

 

Financial highlights – For the three months ended December 31, 2007 
(all amounts are in thousands of Canadian dollars) 
 

Three months ended December 31

 

Canada U.S. south

U.S. 

northeast Total Canada U.S. south

U.S. 

northeast Total

Revenues 89,418$      77,479$     84,132$     251,029$  74,943$        70,097$        55,279$        200,319$     

Operating expenses 46,562        51,805      52,989      151,356    38,573          45,260          28,045          111,878        

SG&A 11,888        9,783         8,641         30,312      12,199          10,138          5,869            28,206          

Income before the following 30,968        15,891      22,502      69,361      24,171          14,699          21,365          60,235          

Amortization 40,226      37,297          

Interest on long-term debt 13,824      9,311            

Net gain on sale of capital assets (91)              (34)                 

Net loss on derivative financial

  instruments 7,666         3,902            

Net foreign exchange gain (1,131)       (8,629)           

Other expenses 43               23                  

Income before income taxes 8,824         18,365          

Income tax expense 2,950         6,351            

Non-controlling interest 952             1,846            

Net income 4,922$       10,168$       

2007 2006
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Review of Operations – For the three months ended December 31, 2007 

 

Revenues 

The increase in consolidated revenues is due in part to solid organic Canadian and U.S. segment growth of 14.6% and 
7.7%, respectively, coupled with contributions from acquisitions and fuel and environmental surcharges, 

approximately $72,700.  The U.S. segment revenue increases were partially offset by a decline in the average foreign 
currency exchange rate versus the comparative quarter, approximately $22,000.  The Fund’s U.S. northeast segment 
experienced a decline in landfill revenues quarter over quarter.  The decline is due to an increase in overall disposal 

capacity within the segment coupled with an overall economic softening in the region leading primarily to lower 
volumes entering Fund-owned landfills. 

 

Operating expenses 

Higher total disposal and labour costs amount to approximately $27,200 and $9,100, respectively, and are 

attributable to higher internally collected waste volumes and higher costs to service acquired, new and existing 
customers.  The balance of the total change is due principally to higher vehicle operating costs and repairs and 
maintenance expense partially offset by a decline in the average foreign currency exchange rate.  

 

SG&A 

Higher total salaries represent approximately $1,200 of the total increase.  Acquisition and organic growth are the 
primary reasons for the increase in total salaries.  Higher facility and office costs and travel expenditures, as a result of 
acquisition and organic growth, also contributed to the increase.  U.S. segment SG&A increases were partially offset 

by a decline in the average foreign currency exchange rate.   
 

Amortization 

An approximately $3,100 increase in total capital asset amortization was offset by a similar decline in landfill asset 
amortization.  Capital asset purchases to service existing and new customers, including capital assets acquired, is the 
primary reason for the comparative increase.  Revisions to estimated landfill closure and post-closure cash flow 

obligations resulted in a reduction to accrued landfill closure and post-closure costs and a similar decline in 
amortization expense, and is the primary reason for the comparative decrease in landfill asset amortization.  The 
balance of the change is attributable to an increase in intangible asset amortization due largely to intangibles 

recognized on various acquisitions completed in the current and prior year partially offset by a decline in deferred 
financing cost amortization.  

 

Explanations of quarterly changes for the following: interest on long-term debt, net gain on sale of capital assets, net 
loss on derivative financial instruments, net foreign exchange gain, other expenses, income tax expense, and non-

controlling interest, are consistent with those outlined in the Review of Operations – For the year ended December 
31, 2007 section of this MD&A.  
 

Other Performance Measures - For the year ended December 31, 2007 
(all amounts are in thousands of Canadian dollars, except per trust unit and PPS amounts) 
 

Free cash flow available for distribution(B) 

 

Purpose and objective 

The purpose of presenting this non-GAAP measure is to calculate the amount available for distribution to unitholders 
and non-controlling interests.  The Fund’s primary objective is to grow free cash flow. 
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Change in calculation 

Effective July 6, 2007, the Canadian Securities Administrators (“CSA”) amended National Policy 41-201 – Income 

Trusts and Other Indirect Offerings.  Amended policy changes, which includes the concept of maintaining productive 
capacity, have resulted in a change to the Fund’s calculation of free cash flow available for distribution(B).  The Fund 
has historically viewed costs to maintain the productive capacity of its limited life landfills as a cost funded from 

excess free cash flow available for distribution(C).  Accordingly, these amounts have not been included in the Fund’s 
determination of free cash flow available for distribution(B).  Costs incurred to maintain the productive capacity of 
landfills are included in the Fund’s landfill asset amortization rate per tonne and effective July 6, 2007 the Fund has 

elected to charge these amounts to the calculation of free cash flow available for distribution(B).  The impact of this 
change is reflected through all free cash flow available for distribution(B) amounts disclosed in this MD&A. 
 

Costs incurred to develop a replacement or new landfill site are deferred until such time as the site is successfully 
permitted.  Upon successful permitting, these costs are included in the Fund’s landfill asset amortization rate per 
tonne and are charged to free cash flow available for distribution(B).   

 
Costs included in the Fund’s landfill asset amortization rate per tonne are subject to estimates and assumptions, 
including but not limited to cost projections and estimated disposal capacities.  At least annually, management 

updates both cost and disposal capacity estimates based on projections or invoices received, the procurement of 
similar service, its historical and current pattern of spending, management’s planned course of action, and survey 
information provided by independent engineers.  The impact of changes in both cost and disposal capacity 

estimates is accounted for prospectively and is reflected through the Fund’s determination of free cash flow available 
for distribution(B) on a similar basis.  Obtaining future disposal capacity expansions is critical to the maintenance of a 
landfills’ productive capacity.  These expansions, and the related costs, are contingent upon economic, political, 

environmental and social factors, some of which are out of management’s control.  In the event the Fund is not 
successful in securing an expansion, it may have to develop or acquire additional disposal capacity and incur costs 
which differ materially from those currently estimated.  The inherent variability of disposal capacity expansion costs 

may have a significant effect on the Fund’s ability to generate and distribute cash at similar levels.  Management 
remains confident that approval for its landfill expansions will be obtained prior to the expiry of its current permits 
and all estimates reflect this assumption. 

 

Payout ratio 

Management’s distribution philosophy is to maintain an annual payout ratio which is less than 90.0%.  The annual 
payout ratio represents the percentage of distributions and dividends declared divided by free cash flow available 
for distribution(B).  Establishing an annual payout ratio which is less than 90.0% permits the Fund to use excess free 

cash flow available for distribution(C), representing the difference between free cash flow available for distribution(B) 
and distributions and dividends declared, for the following primary purposes: invest in strategic and accretive 
acquisitions; invest in growth capital; invest in infrastructure, including but not limited to new buildings; repay long-

term debt to lower interest expense; absorb financing costs; and, maintain distributions during periods of lower 
earnings, lower cash flows and or periods of significant investment in maintenance expenditures or changes in 
working capital. 

 

Excess free cash flow available for distribution(C) 

For the year ended December 31, 2007, the Fund used all of its excess free cash flow available for distribution(C), 
excluding the repayment of long-term debt, for the purposes outlined above.   
 

Covenants 

The Fund is not in default of restrictive covenants or compliance matters on its term loan, revolving credit facilities, 
IRBs and senior secured series A and B debentures (“debentures”), collectively the long-term debt facilities.  

Accordingly, the Fund is not restricted by its various long-term debt facilities to meet its current or anticipated 
distributions.  An event of default, if not remedied, would typically result in the acceleration of repayment and 
ultimately restrict the Fund’s ability to meet its current or anticipated distribution and dividend payments. 

 



25 

Current and future income taxes 

The Fund has unutilized tax losses available to shelter future taxable earnings from income tax.  Management 

actively monitors its unutilized tax losses resident throughout the structure and works with various advisors to derive 
the maximum benefit from its remaining unutilized tax losses.  As unutilized tax losses are utilized or expire, the 
taxable earnings derived from the Fund’s operating entities may be subject to tax.  Accordingly, higher cash taxes 

will reduce the availability of free cash flow available for distribution(B).  Tax incurred on taxable earnings is included 
in current income tax expense in the Fund’s consolidated statement of operations and comprehensive (loss) income.   

 

Long-term debt 

The Fund’s long-term debt facilities have various dates of maturity.  Under normal operating conditions, these 

facilities are not subject to scheduled principal repayment in advance of their maturity dates and the Fund expects to 
extend, renew or replace its current long-term debt facilities at or before maturity with similar or other long-term  
debt instruments or net proceeds derived from further trust unit offerings.  Accordingly, the Fund does not include 

any principal repayment of its long-term debt facilities in the determination of free cash flow available for 
distribution(B).   

 

Distributions 

In periods where distributions and dividends declared exceed free cash flow available for distribution(B), the Fund is 

permitted under its revolving credit facilities, subject to various restrictions, to borrow amounts to honour its 
declared distribution.  In the event that monies were not available from the Fund’s revolving credit facilities, the 
Fund would consider curtailing all or a portion of its current and or future distributions.  The Fund’s distribution 

philosophy is to distribute less than 90.0% of free cash flow available for distribution(B) in a given year.  The Fund has 
no intention or ability to satisfy its distributions through revolving credit facility advances for a prolonged period of 
time. 

 

Results 

Free cash flow available for distribution(B) totaled $168,486 for the year ended December 31, 2007 versus $141,857 
(see Other Performance Measures – Free Cash Flow Available for Distribution(B) – Change in calculation section of this 
MD&A) for the comparative year ended December 31, 2006.  The resulting increase is due in large part to higher cash 

generated from operating activities, approximately $31,700, attributable to organic and acquisition growth.  Higher 
cash generated from operating activities was due in part to an approximately $9,700 decline in non-cash working 
capital uses.  The decline in working capital uses is due largely to fluctuations in foreign currency exchange rates.  

The add back of financing costs absorbed through revolving credit facility advances, approximately $7,900, was 
partially offset by the net change in landfill closure and post-closure costs.  The net change in landfill closure and 
post-closure costs is due principally to the timing of expenditures when compared to the previous year.  Higher 

maintenance expenditures also contributed to the comparative change, details of which are included in the Other 
Performance Measures – Maintenance and growth expenditures section of this MD&A.  The realized foreign currency 

exchange loss on the U.S. note was recorded on its cancellation.   
 
Free cash flow available for distribution(B) per weighted average trust unit and PPS for the year ended December 31, 

2007 amounted to $2.48 and is $0.31 higher than the comparative year ended December 31, 2006.   
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Free cash flow available for distribution(B) - cash flow approach  

2007 2006 Change

Cash generated from operating activities (per statement of cash flows) 217,415$    185,698$       31,717$         

Operating 

Changes in non-cash working capital items (6,177)          3,529             (9,706)           

Net change in landfill closure and post-closure costs
(2)

(4,111)           4,546              (8,657)             

Maintenance expenditures (56,463)        (52,504)           (3,959)           

Financing

Amortization of gain on settlement of bond forward contracts 224                224                 -                 

Financing and deferred costs (net of non-cash portion) 7,063            (847)               7,910            

Effect of foreign currency hedges to support Canadian dollar distributions 6,547            3,885             2,662            

Realized foreign exchange gain (3,705)          (2,674)            (1,031)           

Realized foreign exchange loss on U.S. note 7,693            -                  7,693            

Free cash flow available for distribution
(B)

168,486$     141,857$       26,629$          

Year ended December 31

 
Notes: 
(2)   Net change in landfill closure and post-closure costs exclude acquired landfill closure and post-closure costs, foreign currency translation 

adjustments, revisions to estimated cash flows recorded to operating expense, and amounts reimbursable by various holders of PPSs. 

 
Canadian Securities Administrators (“CSA”) Staff Notice 52-306 and National Policy 41-201 concludes that 

distributable cash or free cash flow available for distribution(B) is, in all circumstances, a cash flow measure, and that 
distributable cash is fairly presented only when reconciled to cash flows from operating activities as presented in the 
issuer's financial statements.  To arrive at free cash flow available for distribution(B) various adjustments, all of which  

are derived from actual financial results, are made to cash generated from operating activities, details of which are as 
follows:  

 

Operating  

Changes in non-cash working capital items: management of the Fund expects changes in non-cash working capital 
items to be insignificant year over year.  Various working capital items, including but not limited to the timing of 
receivables collected and payment of payables and accruals, can have a significant impact on the determination of 

free cash flow available for distribution(B).  Accordingly, management excludes the impact of changes in non-cash 
working capital items to remove the resulting variability of including such amounts in the determination of free cash 
flow available for distribution(B).  Realized changes in working capital are typically funded from excess free cash flow 

available for distribution(C) or the Fund’s revolving credit facilities. 
 
Net change in landfill closure and post-closure costs:  amounts capitalized to landfill assets in respect of landfill closure 

and post-closure costs are immediately amortized.  Amortization of landfill assets represents an item not affecting 
cash in the determination of cash generated from operating activities.  In addition, landfill closure and post-closure 

expenditures are removed from the determination of cash generated from operating activities.  It is management’s 
intention to effectively charge unitholders with the accrued costs of closure and post-closure obligations as they are 
incurred.  It is management’s view that closure and post-closure accruals are obligatory in nature even though there 

is some discretion as to when these obligations are satisfied.  Accordingly, management deducts the net change in 
landfill closure and post-closure costs from cash generated from operating activities.  
 

Maintenance expenditures:  see Other Performance Measures – Maintenance and growth expenditures section of this 
MD&A. 
 

Financing  

Amortization of gain on settlement of bond forward contracts:  the Fund realized a gain on the settlement of two bond 
forward contracts in the second quarter of 2004.  The bond forward contracts were entered into in advance of 

closing the debt private placement to manage the risk of interest rate volatility prior to its closing.  For accounting 
purposes, the Fund recognized a $1,550 gain on the settlement of the bond forward contracts.  Management is of 
the view that the gain is directly related to the underlying debt private placement and the gain is therefore 

amortized to free cash flow available for distribution(B) on a basis consistent with the terms of the underlying debt.   
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Financing and deferred costs (net of non-cash portion):  financing costs represent costs incurred to amend long-term 
debt facilities.  These amounts are typically funded from excess free cash flow available for distribution(C) or the 

Fund’s revolving credit facilities.   
 
Effect of foreign currency hedges to support Canadian dollar distributions:  the Fund has three single rate hedge 
agreements to protect a portion of its Canadian dollar denominated distributions, which are supported by U.S. dollar 
denominated cash flows, from fluctuations in the foreign currency exchange rate between Canada and the U.S.  

Realized foreign exchange gains are included in net foreign exchange loss or (gain) in the Fund’s consolidated 
statement of operations and comprehensive (loss) income.  Realized gains or losses affect the Fund’s ability to 
distribute cash and accordingly management includes realized gains or losses on foreign currency hedges in the 

determination of free cash flow available for distribution(B).   
 
Realized foreign exchange gain:  realized foreign exchange gains are included in the determination of cash generated 

from operating activities.  These amounts are also included in the effect of foreign currency hedges to support 
Canadian dollar distributions.  Accordingly, realized foreign exchange gain amounts are removed from the 

determination of free cash flow available for distribution(B) to avoid including the benefit twice.  
 
Realized foreign exchange loss on U.S. note: the realized foreign exchange loss did not result in the payment of cash to 

a third party and does not affect the Fund’s ability to distribute cash. 
 

Free cash flow available for distribution(B) - operations approach 

Trustees and management of the Fund typically calculate free cash flow available for distribution(B) using an 
operations approach.  Management views EBITDA(A) as a proxy for cash derived from operations and is required 

under the terms of its long-term debt facilities to prepare a similar calculation for its lenders.  Accordingly, Trustees 
and management continue to use the operations approach when calculating free cash flow available for 
distribution(B) and when assessing the Fund’s payout ratio. 

 

2007 2006 Change

EBITDA
(A)

275,535$     235,917$       39,618$          

 

Amortization of capitalized landfill asset closure and post-closure costs, including

  revisions to estimated cash flows not recorded to operating expense (5,566)          (5,538)            (28)                 

Interest on long-term debt (42,964)        (34,307)           (8,657)           

Management transaction bonuses (other expenses) (48)                 (210)               162                

Current income taxes (8,779)          (5,610)            (3,169)           

Maintenance expenditures (56,463)        (52,504)           (3,959)           

Effect of foreign currency hedges to support Canadian dollar distributions 6,547            3,885             2,662            

Amortization of gain on settlement of bond forward contracts 224                224                 -                 

Free cash flow available for distribution
(B)

168,486$     141,857$       26,629$         

Year ended December 31

 
Amortization of capitalized landfill asset closure and post-closure costs, including revisions to estimated cash flows:  see 

Free cash flow available for distribution(B) – cash flow approach – Financing section of this MD&A.  
  

Interest on long-term debt:  interest on long-term debt represents a cash cost of carrying long-term debt to finance 
the Fund’s continuing operations.  Interest on long-term debt reduces the amount of cash available for distribution 

as these monies are paid to the Fund’s lenders.  Accordingly, interest on long-term debt is deducted from EBITDA(A) in 
the determination of free cash flow available for distribution(B). 
 

Management transaction bonuses (other expenses):  management transaction bonuses represent cash costs associated 
with fulfilling obligations to certain management that were not funded from proceeds of the related transaction. 
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Current income taxes:  current income taxes represent a cash cost to the Fund in respect of provincial, state and 
federal taxes, including withholding taxes on certain payments received by the Fund from foreign sources.  Current 

income taxes reduce the amount of cash available for distribution as these monies are paid to various government 
authorities.  Accordingly, current income taxes are deducted from EBITDA(A) in the determination of free cash flow 
available for distribution(B). 

 
Maintenance expenditures:  see Other Performance Measures – Maintenance and growth expenditures section of this 

MD&A.   
 
Effect of foreign currency hedges to support Canadian dollar distributions:  the Fund has three single rate hedge 

agreements to protect a portion of its Canadian dollar denominated distributions, which are supported by U.S. dollar 
denominated cash flows, from fluctuations in the foreign currency exchange rate between Canada and the U.S.  

Realized foreign exchange gains or losses are included in foreign exchange loss or (gain) in the Fund’s consolidated 
statement of operations and comprehensive (loss) income.  The realization of gains or losses on foreign currency 
hedges increases or reduces the amount of cash available for distribution as these monies are paid to parties to the 

hedge transactions.  Accordingly, gains or losses on foreign currency hedges to support Canadian dollar distributions 
are included in or deducted from EBITDA(A) in the determination of free cash flow available for distribution(B). 
 
Amortization of gain on settlement of bond forward contracts:  see Free cash flow available for distribution(B) – cash flow 
approach – Financing section of this MD&A.  

 

Free cash flow available for distribution(B) – sources of funding  

In accordance with OSC National Policy 41-201, the following table compares both cash generated from operating 
activities and net income to distributions and dividends paid to unitholders and participating preferred shareholders.  
 
 Year ended December 31

 2007 2006 2005

Cash generated from operating activities 217,415$           185,698$              124,656$             

Net income 31,687$             32,743$                10,643$               

Distributions and dividends paid to unitholders and participating

  preferred shareholders 122,824$           113,649$              97,545$               

Excess of cash generated from operating activities over distributions and 

  dividends paid to unitholders and participating preferred shareholders 94,591$             72,049$                27,111$               

Shortfall of net income over distributions and dividends paid to unitholders

  and participating preferred shareholders (91,137)$            (80,906)$               (86,902)$              

 
Cash generated from operating activities is significantly higher than distributions and dividends paid to unitholders 
and participating preferred shareholders.  The use of the resulting excess free cash flow available for distribution(C) is 

outlined in the Free cash flow available for distribution(B) - cash flow approach, Payout ratio and Excess free cash flow 
available for distribution(C) sections of this MD&A. 
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Free cash flow available for distribution(B) – shortfall of net income over distributions paid  

Distributions paid to unitholders and participating preferred shareholders are in excess of net income for all years 

presented in the previous table.  The following table outlines the primary reasons for the shortfall. 
 Year ended December 31

 2007 2006 2005

Shortfall of net income over distributions and dividends

  paid to unitholders and participating preferred

  shareholders (91,137)$             (80,906)$               (86,902)$               

Distributions and dividends paid to unitholders include amounts 

paid to participating preferred shareholders while net income 

excludes the participating preferred shareholders ("non-

controlling interests") share of net income.  Accordingly, the non-

controlling interests share of net income is added back to arrive 

at a similar basis of comparison.

    Non-controlling interest 6,320                 7,191                     3,062                   

Subtotal (84,817)             (73,715)                 (83,840)               

Net income includes various non-cash items which have no 

effect on the Fund's ability to generate or distribute free cash 

flow.

    Net gain on sale of capital assets (1,434)                (443)                       (127)                     

    Net loss (gain) on financial instruments 9,384                 3,363                     (10,361)               

    Net foreign exchange loss (gain) 13,671               (2,578)                    10,081                 

    Future income tax (recovery) expense (4,082)                7,307                     (23,708)               

Subtotal (67,278)             (66,066)                 (107,955)             

Net income includes the payment of break fees related to the 

extinguishment of IESI indebtedness that was financed from 

proceeds of the transaction or financing fees incurred on the 

amendment of lending facilities which were financed from 

revolving credit facilities proceeds or excess free cash flow 

available for distribution
(C)

.

    Financing costs 7,192                 79                          36,710                 

Subtotal (60,086)             (65,987)                 (71,245)               

Amortization includes fair value adjustments for capital, landfill 

and intangible assets that are not required to sustain cash flows 

from operating activities.  Amortization also includes 

amortization of deferred financing costs which were financed 

from proceeds of the related financing or from excess free cash 

flow available for distribution
(C)

.  Accordingly, all amortization 

amounts are added back and replaced with management's 

calculation of maintenance expenditures as outlined in the Other 

Performance Measures - Maintenance and growth expenditures 
section of this MD&A.

    Amortization 161,006            148,128                145,974              

    Maintenance expenditures (56,463)             (52,504)                 (45,398)               

Adjusted excess of net income over distributions and

  dividends paid to unitholders and participating preferred

  shareholders 44,457$              29,637$                29,331$                

 

To arrive at excess free cash flow available for distribution(c) the following adjustments are made to the adjusted 
excess of net income over distributions and dividends paid to unitholders and participating preferred shareholders: 
amortization of capitalized landfill asset closure and post-closure costs, including revisions to estimated cash flows, 

deferred costs, effect of foreign currency hedges to support Canadian dollar distributions and amortization of gain 
on settlement of bond forward contracts.  The rationale for each adjustment is outlined in the Other Performance 
Measures - Free cash flow available for distribution(B) - operations approach section of this MD&A.   
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Management of the Fund contends that distributions and dividends paid to unitholders and participating preferred 
shareholders excludes an economic return of capital and that no cash shortfall exists based on the rationale 

presented in the previous table.  Distributions and dividends paid to unitholders and participating preferred 
shareholders were all funded from cash generated from operating activities.  Management of the Fund is of the 
opinion that cash generated from operating activities will continue into the foreseeable future and expects such 

amounts will be sufficient to meet current annualized distribution and dividend amounts per trust unit and PPS as 
established by the Trustees.   

 

Return on investment and distributions 

Returns on an investment in trust units issued by the Fund are not comparable to returns on a fixed income security.  

The recovery of an investment in the Fund is at risk, and the total return is subject to the variability of many factors.  
Distributions are dependent on a variety of factors including the Fund’s ability to operate effectively, the Fund’s 
financial and cash flow performance, efficient and continued sources of financing, variable interest rates, fluctuations 

in working capital, sustainability of margins, maintenance expenditure requirements, the deductibility of 
intercompany interest for tax purposes, cash taxes, foreign currency exchange rates, and distribution levels 
established by the Trustees from time to time.  In addition, the market value of the Fund’s trust units may decline if 

the Fund is unable to meet its current or future distribution declarations or expectations and the resulting decline 
may be significant.  Distributions are established by the Trustees from time to time and are not guaranteed. 
 

It is important for investors to consider all risk factors that affect the Fund and to assess the stability and 
sustainability of its distributions.  Risk factors affecting the Fund are detailed in the Fund’s Annual Information Form 
which is filed on www.sedar.com.  
 
The composition of the Fund’s distributions may change over time and may affect an investor’s after-tax rate of 
return.  Distributions may contain both a return on and/or return of capital.  Returns on capital are generally taxed as 

ordinary income or dividends in the hands of unitholders while returns of capital are generally tax-deferred and 
reduce the unitholders cost base of their original investment in trust units of the Fund. 
 

Maintenance and growth expenditures 

2007 2006 $ Change

Total 153,485$            129,876$              23,609$                

Maintenance: (see page 24)

Canada 19,931$              18,406$                1,525$                   

U.S. 36,532                 34,098                   2,434                     

Total maintenance 56,463$              52,504$                3,959$                   

Growth:

Canada 25,467$              30,717$                (5,250)$                 

U.S. 71,555                 46,655                   24,900                   

Total growth 97,022$              77,372$                19,650$                

Year ended December 31

 
Maintenance and growth expenditures include amounts accrued for capital and landfill assets received but for which 

payment remains outstanding.  Accordingly, total maintenance and growth expenditure amounts presented in the 
table above will differ from total capital and landfill asset purchases presented in the Fund’s consolidated statement 
of cash flows. 
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Maintenance 

Maintenance expenditures generally represent the outlay of monies to sustain current cash flows.  Maintenance 

expenditures typically include the replacement of existing capital assets, including vehicles, equipment, containers, 
compactors, furniture, fixtures and computer equipment.  Maintenance expenditures also include a charge for the 
consumption and maintenance of landfill airspace calculated as follows: the cost of landfill airspace from the date of 

purchase together with estimated landfill construction costs, including costs to maintain landfill disposal capacity, 
for the balance of the landfill’s permitted or deemed permitted useful life, is divided by the total remaining 
permitted or deemed permitted capacity, where capacity is measured in tonnes.  The resulting amount is multiplied 

by capacity consumed in the respective period or year and represents the maintenance expenditure charge for the 
consumption of landfill airspace.  The cost to construct and maintain landfill airspace is not linear.  Accordingly, there 
may be periods or years where landfill construction and airspace maintenance costs exceed the maintenance 

expenditure charge for landfill airspace consumed.  Landfill construction and airspace maintenance costs incurred in 
any period or year which exceeds the maintenance expenditure charge is reflected as growth expenditures.  In 
periods or years where landfill construction and airspace maintenance costs are lower than the maintenance 

expenditure charge for landfill airspace consumed, the resulting difference is reflected as a reduction of growth 
expenditures. 
 

The Canadian segment increase is largely attributable to the replacement of landfill equipment at the Fund’s 
Lachenaie landfill.  The U.S. segment increase is due principally to a larger business base, which is the result of 
organic and acquisition growth, and increasing costs to purchase maintenance capital.  Foreign currency exchange 

fluctuations partially offset the foregoing.   
 

Growth 

Growth expenditures generally represent the outlay of monies to generate new or future cash flows.  Growth 
expenditures typically include the purchase of vehicles, equipment, containers, compactors, furniture, fixtures and 

computer equipment to support new contract wins and organic business growth.  Incurred landfill construction 
costs, including costs to maintain landfill disposal capacity, which exceed the maintenance expenditure charge for 
consumed landfill airspace are characterized as growth expenditures until airspace is consumed in a subsequent 

period or year.  Growth expenditures are funded from excess free cash flow available for distribution(C) or from the 
Fund’s revolving credit facilities. 
 

Canadian segment residential contract wins which commenced in 2006 exceeded those that commenced in 2007 
resulting in a decline in comparative growth expenditures.  The timing of landfill expenditures, primarily at the 
Seneca Meadows landfill, and an increase in municipal contract wins are the primary reasons for the U.S. segment 

increase in growth expenditures.  
 
Readers are reminded that revenue, EBITDA(A), and cash flow contributions derived from vehicles, equipment and 

container growth expenditures will materialize over the assets useful life.  The Fund’s typical pay back benchmark is 
three to five years. 
 

Maintenance expenditures - risks and uncertainties 

The Fund is required to maintain the productive capacity of various capital and landfill assets, including but not 
limited to vehicles and equipment and landfill disposal capacity.  A failure to maintain or replace vehicles and 

equipment will typically result in higher operating and maintenance costs, and could impact revenues if the Fund 
cannot adequately service its customer base.  A failure to maintain or replace landfill disposal capacity will ultimately 
result in a reduction of landfill revenues.  The Fund is dependent on various suppliers to maintain satisfactory 

maintenance expenditure levels and costs.  Supply disruptions or curtailments, rising procurement costs, the cost of 
technological advancement, government imposed regulation with regards to emissions or other regulations may 
impact revenues and operating costs, and all of these factors may impact free cash flow available for distribution(B).  
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Distributions 
(all amounts are in thousands of Canadian dollars, except per trust unit and PPS amounts) 
 
The following table summarizes various details of the Fund’s 2007 and 2006 distributions and dividends: 

Period

Monthly 

distribution per 

trust unit and 

PPS dividend

Annual 

distribution per 

trust unit and 

PPS dividend

Total trust unit 

distributions 

and PPS 

dividends 

declared

Percentage 

increase in total 

distributions 

and PPS 

dividends

2007 January-December 0.1515$             1.8180$             123,326$            7.9%

2006 August-December 0.1515$               1.8180$               49,534$                

January-July 0.1415$               1.6980$               64,769$                

114,303$              

 Year ended December 31

 
The following tables present the Fund’s payout ratio by quarter and annually and on a cumulative quarterly and 

annual basis, from inception: 
 
2007 Q4 Q3 Q2 Q1 Total

Free cash flow available for distribution
(B)

  (see page 23) 47,628$             48,001$             39,767$             33,090$              168,486$           

Distributions declared, trust units 26,165$             26,154$             26,016$             24,553$              102,888$           

Dividends declared, PPSs 5,062                 5,073                 5,211                 5,092                   20,438               

Total distributions and dividends declared 31,227$             31,227$             31,227$             29,645$              123,326$           

Payout ratio 65.6% 65.1% 78.5% 89.6% 73.2%

Cumulative payout ratio, from inception 80.8% 82.3% 84.2% 84.8% 80.8%

2006 Q4 Q3 Q2 Q1 Total

Free cash flow available for distribution
(B)

  (see page 23) 39,283$               38,762$               33,250$               30,562$                141,857$             

Distributions declared, trust units 24,369$               23,802$               22,775$               22,775$                93,721$               

Dividends declared, PPSs 5,351                   5,227                   5,002                   5,002                     20,582                

Total distributions and dividends declared 29,720$               29,029$               27,777$               27,777$                114,303$             

Payout ratio 75.7% 74.9% 83.5% 90.9% 80.6%

Cumulative payout ratio, from inception 84.3% 85.4% 86.8% 87.2% 84.3%

2005 Q4 Q3 Q2 Q1 Total

Free cash flow available for distribution
(B)

  (see page 23) 30,542$               32,913$               33,131$               24,151$                120,737$             

Distributions declared, trust units 21,595$               20,672$               18,739$               15,624$                76,630                

Distributions declared, subscription 

  receipts -                       -                       -                       1,175                     1,175                   

Dividends declared, PPSs 6,130                   6,429                   6,963                   6,374                     25,896                

Total distributions and dividends declared 27,725$               27,101$               25,702$               23,173$                103,701$             

Payout ratio 90.8% 82.3% 77.6% 96.0% 85.9%

Cumulative payout ratio, from inception 86.7% 86.0% 86.8% 89.2% 86.7%
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Selected Annual Information 
(all amounts are in thousands of Canadian dollars, except per trust unit, PPS, and subscription receipt amounts) 

 

2007 2006 2005 2004
(3)

Revenues 917,357$          771,819$            677,424$             193,389$            

Net income 31,687$             32,743$               10,643$                19,962$               

Net income per trust unit, basic and diluted 0.56$                  0.61$                    0.22$                     0.75$                    

Total assets 1,971,212$       1,766,660$         1,717,742$          397,670$            

Total long-term liabilities 920,640$          634,470$            498,261$             125,290$            

Distributions and dividends declared, per weighted average

  trust unit, subscription receipt, and PPS 1.82$                  1.75$                    1.64$                     1.33$                    

Year ended December 31

 

Notes: 
(3)  Revenues have been reclassified to conform to the current year’s presentation. 

 

Revenues 

2004-2005 
The increase of approximately $484,000 is due primarily to the acquisition and consolidation of IESI for the period 

January 21 to December 31, 2005.  Contributions from the IESI acquisition totaled approximately $429,800.  The 
balance of the increase is due in large part to Canadian segment acquisitions which contributed approximately 
$32,700 to the year over year change.  The remainder of the increase relates to price increases, organic growth, 

higher fuel surcharges, and higher volumes of accepted waste entering Fund-owned landfills.   
 
2005-2006 
The increase in consolidated revenues is due in part to solid organic Canadian and U.S. segment growth of 
approximately $31,300 and $46,000 or 12.9% and 10.7%, respectively.  Strategic Canadian and U.S. “tuck-in” 

acquisitions also contributed to the total increase.   
 
2006-2007 
The increase in revenues is detailed in the Review of Operations – Revenues section of this MD&A. 

 

Net income 

Included in net income are some or all of the following: amortization, interest on long-term debt, financing costs, net 

(gain) loss on sale of capital and/or capital and landfill assets, net loss (gain) on financial instruments and/or 
derivative financial instruments, net foreign exchange (gain) loss, write-off of deferred financing costs, other 
expenses, income taxes, and non-controlling interest.   

 
2004-2005 
The decrease, approximately $9,300, is primarily a function of the Fund’s acquisition of IESI.  IESI incurred a net loss 

for the period January 21 to December 31, 2005 due largely to the retirement of their U.S. $150,000 10.25% senior 
subordinated notes.  These notes were cancelled on the closing of the Fund’s acquisition of IESI.  
 

2005-2006 
The increase, approximately $22,100, is due largely to an increase in revenues which translated to EBITDA(A) growth, 

approximately $29,900.  In addition, a decline in 2006 financing costs, net of the related tax effect, approximately 
$22,800 versus the comparative year also contributed to the increase in net income.  The foregoing was partially 
offset by higher amortization and interest expense, due in part to the consolidation of IESI for a period of 344 days in 

2005 compared to 365 in 2006, and a larger business base due to organic and acquisition growth, approximately 
$9,200.  The balance of the change is due to higher future income tax expense, excluding recoveries recognized on 
financing costs, approximately $17,100, and higher non-controlling interest participation in net income, 

approximately $4,100.  Higher future income tax expense is due largely to strong financial results which eroded tax 
losses available to shelter taxable income and results in a decline in future income tax assets.   
 

2006-2007 
The increase in net income is detailed in the Review of Operations section of this MD&A. 
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Total assets 

2004-2005 
The increase in total assets of approximately $1,320,100 is due principally to assets recognized on the acquisitions of 
IESI and the Ridge landfill totaling approximately $1,384,000, in aggregate. 

 
2005-2006 
The increase in total assets is approximately $48,900.  The increase is due largely to a rise in goodwill, approximately 

$14,700, attributable to acquisitions completed in 2006 net of foreign currency exchange fluctuations.  The increase 
in capital assets, approximately $29,900 is attributable to completed acquisitions coupled with an increase in 
purchases to accommodate growth, net of amortization and foreign currency fluctuations.  Lower landfill asset 

balances, approximately $8,900, are due principally to amortization and foreign currency fluctuations.   
 
Intangible assets also declined, approximately $7,300, due to amortization outpacing acquired intangibles and 

foreign currency fluctuations.  The approximately $4,900 decline in cash and cash equivalents is due largely to the 
timing of cash receipts and payments, partially offset by higher restricted cash balances.  An approximately $6,600 
increase in amounts due from non-controlling interest represented amounts due from various IESI selling 

shareholders in satisfaction of various representations and warranties agreed to on the Fund’s acquisition of IESI.  
Accounts receivable increased approximately $20,500 due to the timing of collections and acquisitions. 
 

2006-2007 
The increase in total assets is approximately $204,600.  The increase is due largely to a rise in goodwill and 

intangibles, approximately $135,200 and $67,500, respectively, and is attributable to acquisitions completed in the 
current year net of amortization and foreign currency exchange fluctuations.  The increase in capital assets, 
approximately $82,500, was offset by a like decline in landfill assets, approximately $85,600.   Higher capital asset 

balances are due principally to completed acquisitions coupled with higher purchases to accommodate growth, net 
of amortization and foreign currency fluctuations.  Lower landfill asset balances are due principally to amortization 
and foreign currency fluctuations.   

 
Other notables include, an approximately $6,600 decline in amounts due from non-controlling interests, the balance 
of which was repaid on the cancellation of PPS’s, and an approximately $7,000 decline in deferred financing costs 

which were written-off on the adoption of the CICA’s guidance on financial instruments.  Increases in cash and cash 
equivalents, accounts receivable and prepaid expenses, approximately $4,100, $13,500 and $3,300, respectively, 
contributed to the increase in total assets.  Acquisitions coupled with the timing of cash receipts, payments and 

collections are the primary reasons for the increase in the aforementioned assets. 
 

Total long-term liabilities 

2004-2005 
The increase in total long-term liabilities of approximately $373,000 is primarily attributable to the Fund’s 

acquisitions of IESI and the Ridge landfill in January 2005.   
 
2005-2006 
Of the $136,200 increase in long-term liabilities, approximately $77,100 is in respect of U.S. segment acquisition and 
growth spending.  In addition, approximately $44,000 is due to the Fund’s renegotiation of its Canadian revolving 
credit facility, which resulted in the reclassification of $29,500 previously recorded in current liabilities to long-term 

liabilities, and to acquisition and growth spending.  The balance of the increase is due largely to an approximately 
$8,100 increase in closure and post-closure cost accruals, primarily on account of provisions for landfill closure and 
post-closure costs, and an approximately $5,200 increase in future income tax liabilities, due in large part to an 

approximately $4,300 valuation allowance established on certain U.S. loss carryforwards in the current year. 
 
2006-2007 
Total long-term liabilities increased by approximately $286,200.  An increase of $258,500 in long-term debt, due in 
large part to the acquisition of Winters Bros. and growth expenditures, was partially offset by the application of net 

proceeds from the Fund’s trust unit offering to long-term debt balances.  Future income tax liabilities increased by 
approximately $25,700, due in large part to the acquisition of Winters Bros.  Additional details with respect to 
movements in future income tax balances can be found in the Review of Operations – for the year ended December 

31, 2007- Income tax expense (recovery) section of this MD&A. 
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Summary of Quarterly Results  
(all amounts are in thousands of Canadian dollars, except per trust unit amounts) 
 

2007 Q4 Q3
(4)

Q2
(4)

Q1
(4)

Total

Revenues

  Canada 89,418$             87,735$             86,019$             73,355$              336,527$           

  U.S. south 77,479$             82,278               80,398               74,535                 314,690            

  U.S. northeast 84,132$             68,500               59,098               54,410                 266,140            

Total revenues 251,029$           238,513$           225,515$           202,300$            917,357$           

Net income 4,922$                10,540$             5,860$                10,365$              31,687$             

Net income per weighted average trust unit,

  basic and diluted 0.09$                  0.18$                  0.10$                  0.19$                   0.56$                  

2006 Q4 Q3 Q2 Q1 Total

Revenues

  Canada 74,943$               76,891$               72,329$               64,477$                288,640$             

  U.S. south 70,097                67,183                66,021                63,820                  267,121              

  U.S. northeast 55,279                55,907                54,305                50,567                  216,058              

Total revenues 200,319$             199,981$             192,655$             178,864$              771,819$             

Net income 10,168$               10,457$               7,190$                  4,928$                   32,743$               

Net income per weighted average trust unit,

  basic and diluted 0.19$                    0.20$                    0.13$                    0.09$                     0.61$                    

2005 Q4 Q3 Q2 Q1 Total

Revenues

  Canada 61,948$               65,573$               65,073$               55,000$                247,594$             

  U.S. south 63,196                62,710                62,760                45,079                  233,745              

  U.S. northeast 52,743                54,433                53,933                34,976                  196,085              

Total revenues 177,887$             182,716$             181,766$             135,055$              677,424$             

Net income 5,053$                  6,296$                  7,756$                  (8,462)$                 10,643$               

Net income per weighted average trust unit,

  basic and diluted 0.10$                    0.13$                    0.16$                    (0.21)$                    0.22$                    

Notes: 
(4)  See New Accounting Policies Adopted – Financial instruments section of this MD&A. 

Total approximate quarterly revenue growth from Q1 2005 to Q4 2007 
 
Revenues - Q1 2005 135,100$             

 

Revenue growth additions:

  Acquisitions completed from 2005 to 2007 48,700                 

  Net price, volume, and fuel and environmental surcharge growth 67,200                 

Revenues - Q4 2007 251,000$             
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Financial Condition 
(all amounts are in thousands of Canadian dollars, unless otherwise stated) 
 

Selected Consolidated Balance Sheet Information 
Canada - 

December 31, 

2007

U.S. - 

December 31, 

2007

Consolidated - 

December 31, 

2007

Canada - 

December 31, 

2006

U.S. -

December 31, 

2006

Consolidated - 

December 31, 

2006

Accounts receivable 51,897$              63,954$             115,851$           46,084$               56,266$                102,350$             

Intangibles 33,736$              110,950$           144,686$           45,375$               31,829$                77,204$               

Goodwill 61,461$              555,073$           616,534$           53,760$               427,574$              481,334$             

Deferred costs 3,502$                 3,804$                7,306$                1,208$                  2,843$                   4,051$                  

Capital assets 144,681$            260,219$           404,900$           124,418$             197,954$              322,372$             

Landfill assets 194,039$            450,672$           644,711$           203,421$             526,869$              730,290$             

Working capital position

  (deficit)-(current assets

  less current liabilities) (3,423)$               (21,921)$            (25,344)$            (6,690)$                (10,520)$               (17,210)$              

 

Accounts receivable 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 13,501$             

$ Change - Canada - December 31, 2007 versus December 31, 2006 5,813$                

$ Change - U.S. - December 31, 2007 versus December 31, 2006 7,688$                

 
Solid organic growth and the timing of collections are the primary reasons for the increase in Canadian segment 
accounts receivable, approximately $3,800.  Acquisitions completed in 2007 also contributed approximately $2,000 

to the increase. 
   
Acquisitions completed in 2007 resulted in an approximately $23,700 increase in U.S. segment accounts receivable.  

This increase was partially offset by an approximately $9,000 decline in amounts owing from a single customer in the 
U.S. and an approximately $10,000 decline due to foreign currency translation.  Solid organic growth and the timing 
of collections are the primary reasons for the balance of the change. 

 

Intangibles 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 67,482$             

$ Change - Canada - December 31, 2007 versus December 31, 2006 (11,639)$            

$ Change - U.S. - December 31, 2007 versus December 31, 2006 79,121$             

 

Amortization represents approximately $13,900 of the decline in Canadian segment intangibles.  Intangibles 
recognized on current year acquisitions totaled $2,300, which partially offset amortization.  
 

Intangibles recognized on acquisitions completed in the Fund’s U.S. segment through 2007 total approximately 
$106,100, the most notable being the approximately $89,800 recognized on the acquisition of Winters Bros.  Normal 
course amortization, approximately $11,500, and foreign currency translation, approximately $15,500, represents the 

balance of the change. 



37 

Goodwill 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 135,200$           

$ Change - Canada - December 31, 2007 versus December 31, 2006 7,701$                

$ Change - U.S. - December 31, 2007 versus December 31, 2006 127,499$           

 

Goodwill recognized on acquisitions completed in the year represents the entire Canadian segment change. 

 
Goodwill recognized on U.S. segment acquisitions completed in the year totals approximately $195,000, while 
recognized goodwill attributable to contingent landfill payments amounted to $20,200.  These increases were 

partially offset by foreign currency translation, approximately $87,700. 
 

Deferred costs 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 3,255$                

$ Change - Canada - December 31, 2007 versus December 31, 2006 2,294$                

$ Change - U.S. - December 31, 2007 versus December 31, 2006 961$                    

 

The increase in Canadian segment deferred costs is due entirely to landfill development initiatives.   
 
The increase in U.S. segment deferred costs is due principally to corporate development activities, approximately 

$2,200, partially offset by foreign currency translation.  

 

Capital assets 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 82,528$             

$ Change - Canada - December 31, 2007 versus December 31, 2006 20,263$             

$ Change - U.S. - December 31, 2007 versus December 31, 2006 62,265$             

 

The increase in Canadian segment capital asset additions is primarily attributable to vehicle, equipment, and 
container purchases, totaling $36,900 while acquired capital assets totaled approximately $5,900.  Capital asset 
additions were incurred in respect of new contract wins and solid organic growth with the balance due to capital 

asset maintenance.  Additions were partially offset by normal course amortization, approximately $21,600, and 
working capital adjustments, representing additions which remain unpaid, approximately $900. 
 

Capital asset purchases, approximately $59,300, coupled with capital assets acquired, approximately $89,500, are the 
primary reasons for the increase in the U.S. segment capital asset balance.  Totaling approximately $71,200, the 
Winters Bros. acquisition represents the bulk of acquired capital assets while U.S. segment purchases increased for 

the same reasons outlined for the Fund’s Canadian segment.  Amortization, foreign currency translation, and 
working capital adjustments, approximately $44,700, $41,000, and $500, respectively, partially offset the foregoing 
increases.  The balance of the U.S. segment change is due to the sale of various capital assets. 

 

Landfill assets 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 (85,579)$            

$ Change - Canada - December 31, 2007 versus December 31, 2006 (9,382)$              

$ Change - U.S. - December 31, 2007 versus December 31, 2006 (76,197)$            

 
Amortization, including the amortization of capitalized landfill asset closure and post-closure costs, approximately 

$22,000, coupled with working capital adjustments, representing landfill asset additions which remain unpaid, 
approximately $800, are the primary reasons for the Canadian segment decline in landfill assets.  These amounts 
were partially offset by additions, approximately $10,000, coupled with capitalized landfill closure and post-closure 

costs, a non-cash item, approximately $3,400.  Landfill construction efforts were principally carried out at the Fund’s 
Lachenaie and Winnipeg landfills during the year. 
 

Foreign currency translation, approximately $80,500, coupled with amortization, including amortization of 
capitalized landfill asset closure and post-closure costs, approximately $47,300, and working capital adjustments, 
approximately $200, is the primary reason for the U.S. segment decline.  Additions, approximately $49,700, and 

capitalized landfill closure and post-closure costs, a non-cash item, approximately $2,100, accounts for the balance of 
the U.S. segment change.  Landfill construction at the Fund’s Seneca Meadow site is the primary contributor to 
landfill asset additions.   
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Working capital position (deficit) 
$ Change - Consolidated December 31, 2007 versus December 31, 2006 (8,134)$              

$ Change - Canada - December 31, 2007 versus December 31, 2006 3,267$                

$ Change - U.S. - December 31, 2007 versus December 31, 2006 (11,401)$            

 
The Fund’s Canadian segment experienced a rise in accounts receivable, approximately $5,800, and an 

approximately $5,000 decline in accounts payable, both of which result in a strengthening of the Fund’s working 
capital position.  The increase in accounts receivable is largely on account of solid organic growth and acquisitions, 
while the decline in accounts payables is due principally to the timing of capital and landfill asset purchases and 

payment thereof.  A decline in other receivables coupled with an increase in deferred revenues and accrued charges, 
approximately $1,300, $1,800 and $2,100, respectively, partially offset the strengthening working capital position 
attributable to accounts receivable and payables.  The balance of the change is due to an increase in the distribution 

payable coupled with a decline in prepaid expense and cash and cash equivalent amounts.  
 
Upon approval of the Seneca Meadow’s landfill expansion, the Fund accrued amounts payable to the original seller 

totaling approximately U.S. $15,000.  This accrual is the primary cause of the decline in the Fund’s U.S. segment 
working capital position.  

 

Disclosure of outstanding trust unit data 
 

 Trust units $

Trust units 57,568                 1,006,751        

Class A units -                        -                      

Total contributed equity 57,568                 1,006,751        

 December 31, 2007

 

Effective April 5, 2007, the Fund closed a 3,565 trust unit offering, including the exercised over-allotment option, at 
$26.10 per trust unit.   

 

Trust units 

An unlimited number of trust units may be issued.  Each trust unit is transferable, voting and represents an equal and 

undivided beneficial interest in any distributions from the Fund whether of income, net realized capital gains or 
other amounts and in any net assets of the Fund in the event of termination or wind-up. 

 

Class A unit 

IESI, as holder of the Class A unit, has the right to vote with trust units of the Fund on all matters on a basis of one 

vote for each trust unit receivable on exercise of the exchange rights for each PPS.  The Class A unit will generally 
vote together with trust units of the Fund at all unitholder meetings or in respect of any written resolutions of 
unitholders.  The holder of the Class A unit has the right to designate up to two Trustees of the Fund.  The 

entitlement to designate Trustees is dependent on the ownership interest of the non-controlling interest and the 
right to designate two Trustees is conditional on the non-controlling interest holding an ownership interest in the 
Fund, on a fully diluted basis, in excess of 20%.  If the ownership interest of the non-controlling interest falls below 

20%, but is greater than 10%, the Class A unitholder has the right to designate one Trustee of the Fund.  If the 
ownership interest of the non-controlling interest falls below 10%, the Class A unitholder has no right to designate 
any Trustees of the Fund.  At December 31, 2007, the indirect ownership interest held by the non-controlling interest 

is approximately 16.2 %. 
 
The Second Amended and Restated Declaration of Trust approved at the special unitholder meeting provides that, 

for so long as any PPSs remain outstanding, the Trustees shall not declare payable, pay or make any distribution of 
distributable cash flow, as defined therein, or any other distribution of cash or property on a trust unit of the Fund 
unless IESI declares a payment or dividend to holders of the PPSs in an amount equal to the per trust unit distribution 

payable to unitholders of the Fund.  The Class A unit is redeemable at the option of the holder at any time or at the 
option of the Fund at any time after the date that no PPSs are outstanding and the Class A unit rights against the 
Fund have ceased.  The redemption price of the Class A unit will be for a nominal amount. 
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Withholding taxes on foreign source income 

Withholding tax paid on foreign source income is available for pass through for the benefit of the Fund’s unitholders.  

Withholding taxes on foreign source income represents a charge to current income tax expense on the Fund’s 
consolidated statement of operations and comprehensive (loss) income.  Effective August 31, 2007, and concurrent 
with the acquisition of Winters Bros. and U.S. revolving credit facility amendment, the Fund cancelled its U.S. note.  

Accordingly, the Fund has no foreign source interest income which is subject to withholding taxes effective August 
31, 2007.  

 

Non-controlling interest 
As of March 6, 2008, 10,878 PPSs have been converted into trust units of the Fund since issuance on January 21, 

2005.  Each holder of a PPS receives dividends equivalent to those received by holders of the Fund’s trust units.  In 
satisfaction of various representations and warranties made by certain IESI selling shareholders, 250 PPSs were 
redeemed and cancelled by the Fund in February 2007.  Assuming exchange of all PPSs, for trust units of the Fund, 

68,706 equivalent trust units would be outstanding at December 31, 2007.   
 

Liquidity and Capital Resources 
(all amounts are in thousands of Canadian dollars, except per tonne amounts, unless otherwise stated) 
 
Contractual obligations

 

 Total Less than 1 year 1-3 years 4-5 years After 5 years

Long-term debt 801,973$           -$                     376,531$           264,680$            160,762$           

Landfill closure and post-closure costs, 

  undiscounted 373,364            2,900                 18,076               14,455                 337,933            

Operating leases 28,254               5,520                 8,172                 3,945                   10,617               

Other long-term obligations
(5)

22,500                 1,500                   -                        -                        21,000                 

Total contractual obligations 1,226,091$       9,920$                402,779$           283,080$            530,312$           

December 31, 2007

Payments due

 
Notes: 
(5) Other long-term obligations include the following: a $1.50 per tonne royalty at the Lachenaie landfill site, estimated at the maximum annual 

payout of $1,500, and payments on account of a license agreement to use the trade name “BFI” and the related logo for the period from June 

30, 2015 to June 30, 2034.  Contingent consideration in respect of certain acquisitions is not included in the table above. 

 

Long-term debt 

Summarized details of the Fund’s long-term debt facilities are as follows: 

Available 

lending

Facility drawn at 

December 31, 

2007

Letters of credit 

(not reported as 

long-term debt 

on the 

Consolidated 

Balance Sheets)

Current 

available 

capacity

Canadian long-term debt facilities - stated in 

  Canadian dollars

Senior secured debentures, series A 47,000$               47,000$               -$                      -$                      

Senior secured debentures, series B 58,000$               58,000$               -$                      -$                      

Revolving credit facility 150,000$             72,000$               24,713$                53,287$               

U.S. long-term debt facilities - stated in U.S. dollars

Term loan 195,000$             195,000$             -$                      -$                      

Revolving credit facility 575,000$             333,500$             166,755$              74,745$               

IRBs 104,000$             104,000$             -$                      -$                      
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Effective August 31, 2007 and concurrent with the closing of the Winters Bros. acquisition, the Fund entered into a 
third amendment to its Amended and Restated Revolving Credit and Term Loan Agreement.  The amendment makes 

available an additional U.S. $320,000 bringing the total available capacity under the U.S. revolving credit facility to 
U.S. $575,000.  With the exception of certain modified financial covenants and the maintenance of interest rate 
swaps, all significant terms, including but not limited to pricing and maturity, remain unchanged.  The previous long-

term debt facility required IESI to maintain interest rate swaps for not less than 60% of its variable rate interest 
payable on the term loan, but not more than 50% of the total drawn facility.  This condition has been modified and 
now requires IESI to maintain not less than 40% of total funded debt on a fixed rate basis within 30 days from the 

third amendment date.   
 
Effective April 5, 2007, the Fund closed its trust unit offering and applied the net proceeds from the offering, 

approximately $87,600, against advances on its U.S. revolving credit facility. 
 
Effective March 21, 2007, the Fund entered into a Second Amending Agreement to its Fourth Amended and Restated 

Credit Agreement.  The second amendment increases the total committed Canadian segment credit to $150,000 
from $80,000 and the total available credit from this facility, subject to lender consent, to $200,000 from $120,000.  
The maturity date was extended to May 30, 2011 from June 30, 2010, and the maturity date remains subject to one 

year extensions.   
 
Effective March 28, 2007, IESI entered into a new 15 year agreement for IRBs in the state of Texas.  The IRBs are made 

available, to a maximum of U.S. $24,000 and are available to fund a portion of landfill construction activities, and 
equipment, vehicle, and container expenditures in the Fund’s Texas operations.  The IRBs bear interest at a discount 
to LIBOR.  A portion of the Fund’s drawings under this facility were used to repay the Fund’s U.S. revolving credit 

facility with the balance used to finance landfill construction activities, and equipment, vehicle, and container 
expenditures.  At December 31, 2007, approximately U.S. $1,600 of cash was restricted for the purpose of financing 
future activities and expenditures.   

 
Both the Canadian and U.S. long-term debt facilities have an accordion feature which can increase the available 
capacity of the Canadian revolving credit facility from $150,000 to $200,000 and can increase the available capacity 

of the U.S. term loan and revolving credit facility from U.S. $770,000, in aggregate, to U.S. $825,000, in aggregate, 
subject to certain restrictions.   
 

At December 31, 2007 the Fund is not in default of its long-term debt facility covenants.  On a consolidated basis, the 
Fund’s long-term debt to last twelve months EBITDA(A) ratio is 2.91 times.  Readers are reminded that contributions to 
EBITDA(A) from acquisitions completed within the last twelve months are not included in the foregoing ratio and that 

the Fund has two revolving credit facilities to support its Canadian and U.S. segment operations which require 
financial covenant tests to be prepared separately.  Management of the Fund is confident that the Fund’s long-term 
debt facilities, available capacities, including its accordion features, and access to other sources of long-term debt 

financing are sufficient to meet the Fund’s near-term planned growth and development activities.      
 
A portion of the Fund’s term loan, its two revolving credit facilities, and its IRBs are subject to interest rate 

fluctuations with bank prime, the 30 day rate on bankers’ acceptances or LIBOR.  The Fund has hedged U.S. $262,000 
of variable rate interest on its U.S. long-term debt facility.  The balance of drawings on the U.S. long-term debt facility, 
U.S. $266,500, together with amounts drawn on the Fund’s Canadian revolving credit facility totaling $72,000, and 

amounts drawn on the IRBs, are subject to interest rate risk.  A 1.0% rise or fall in the variable interest rate results in a 
U.S. $2,665, $720, and U.S. $1,040, change in annualized interest expense incurred on the Fund’s U.S. long-term debt 
facility, Canadian revolving credit facility, and IRBs, respectively.   

 
The Fund is obligated under the terms of its debentures, term loan, revolving credit facilities, and IRBs (collectively 
the “facilities”) to repay the full principal amount of each at their respective maturities.  A failure to comply with the 

terms of any facility could result in an event of default which, if not cured or waived, could accelerate repayment of 
the relevant indebtedness.  If repayment of the facilities were to be accelerated, there can be no assurance that the 
assets of the Fund would be sufficient to repay these facilities in full. 
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The terms of the facilities contain restrictive covenants that limit the discretion of the Fund’s management with 
respect to certain business matters.  These covenants place restrictions on, among other things, the ability of the 

Fund to incur additional indebtedness, to create liens or other encumbrances, to pay distributions on trust units and 
dividends on PPSs above certain levels or make certain other payments, investments, loans and guarantees, and to 
sell or otherwise dispose of assets and merge or consolidate with another entity.  In addition, the debentures and 

revolving credit facilities contain a number of financial covenants that require the Fund to meet certain financial 
ratios and financial condition tests.  A failure to comply with the terms of the facilities could result in an event of 
default which, if not cured or waived, could result in accelerated repayment.  If the repayment of the facilities were to 

be accelerated, there can be no assurance that the assets of the Fund would be sufficient to repay these facilities in 
full.  
 

The Fund’s U.S. revolving credit facility restricts total annualized capital and landfill expenditures, less expenditures 
for new municipal contracts, to 1.1 times annual capital and landfill asset amortization.  If opportunities arise that 
require growth capital expenditures that are in excess of the restrictive covenant, the Fund would seek a waiver of 

this covenant.  Failure to receive the waiver could accelerate the repayment of the relevant indebtedness or result in 
the postponement of growth capital expenditures.  If the repayment of the facility were to be accelerated, there can 
be no assurance that the assets of the Fund would be sufficient to repay this facility in full.  

 
Management of the Fund actively reviews its financing alternatives.  

 

Cash flows 

2007 2006 $Change

Cash flows generated from (utilized in):

Operating activities 217,415$           185,698$              31,717$               

Investing activities (522,988)$         (166,677)$            (356,311)$           

Financing activities 308,509$           (23,953)$               332,462$             

Year ended December 31

 

Operating activities  
Solid organic and acquisition growth is the primary reason for the increase in cash generated from operating 
activities for the year ended December 31.  Cash generated from organic and acquisition growth was partially offset 

by higher borrowing and financing costs, approximately $8,700 and $7,100, respectively.  Higher borrowing and 
financing costs were incurred principally to support organic and acquisition growth.  Changes in non-cash working 
capital is the primary reason for the bulk of the remaining change, details of which are outlined in the Financial 

Condition – Working capital position (deficit) section of this MD&A.  
 

Investing activities 
Acquisitions completed in 2007 compared to those completed in 2006 are the primary reasons for the increase in 
cash utilized in investing activities, approximately $332,700.  Representing approximately $306,300 of the total 

current year acquisitions, Winters Bros. is the primary reason for the year over year increase.  Capital asset purchases 
also rose, approximately $21,800, due in large part to maintaining capital assets for a larger business base coupled 
with higher aggregate growth expenditures.   

 
Financing activities 
Net proceeds from long-term debt facilities, and net proceeds from the Fund’s trust unit offering, approximately 
$339,700 are the primary reasons for the increase.  Net proceeds were used primarily to fund acquisitions and, to a 
lesser extent, growth expenditures.  The balance of the change is due principally to higher distributions and 

dividends paid to unitholders and participating preferred shareholders.   
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Seasonality 
 
Revenues are generally higher in spring, summer and autumn months due to higher collected and disposed of waste 

volumes.  Higher collection and disposal revenues are partially offset by higher operating expenses to service and 
dispose of additional waste volumes.  

 

Risks and Uncertainties 
 
The Fund is subject to various risks and uncertainties which are summarized below.  Additional details are contained 

in the Fund’s 2007 Annual Information Form filed on SEDAR, which can be found at www.sedar.com. 
 

 renewal or maintenance of landfill operating permits 

 modifications to landfill operating permits 
 continued focus on growth through acquisition 
 continued management of business growth 

 loss of contracts through competitive bidding or early termination 
 reliance on third party disposal customers 
 geographic concentration of operations  

 customer concentration 
 weather and seasonality 
 union labour agreements 

 fuel surcharge cost pass through 
 reliance on key management executives 
 localized decision making 

 surety bonds, letters of credit and insurance 
 leverage, restrictive covenants, and capital requirements 
 uninsured and underinsured losses 

 legislation and governmental regulation 
 environmental regulation and litigation 
 environmental contamination 

 competition 
 governmental initiatives to reduce landfill disposal by encouraging alternatives 
 control of 4264126 Canada Limited 

 foreign exchange exposure 
 accounting estimates 
 internal control over financial reporting and disclosure control procedures 

 distributions are not guaranteed 
 nature of trust units 
 income tax matters in Canada, including the taxation of income trusts, and the United States 

 distribution of securities on redemption or termination of the Fund 
 unitholder liability 
 investment eligibility and foreign property 

 restrictions on certain unitholders and liquidity of trust units 
 future exchanges of the non-controlling interests investment 
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Outlook 
(all amounts are in thousands of Canadian dollars, unless otherwise stated) 
 

Overview 
Management is committed to employing its improvement and market-focused strategies with the goal of 
continuously delivering value to its unitholders.  Management’s objective is continuous improvement, which 

equates to continuous revenue growth coupled with effective cost management.  New market entry, existing market 
densification and landfill development will be a continued focus of the Fund as it looks for ways to expand its 
operations, increase customer density in strategic markets, and increase internalization.  The Fund’s strengths remain 

founded in the following: consistent historical organic growth, growth through strategic acquisition, strong 
competitive position, a solid customer base with long-term contracts, disciplined operating process, predictable 
maintenance expenditure requirements, and stable generation of free cash flow available for distribution(B).  

Management of the Fund remains committed to actively managing these strengths in the future. 
 
Structure 
It is management’s belief that the Fund requires both capital market breadth and certainty.  Without these 
fundamentals, efficient access to, and cost of, capital diminish the attractiveness of acquisitions, which management 
contends is a key element to the Fund’s past and future success and value driver.  Accordingly, the Trustees continue 

to work actively with management to review the Fund’s corporate structure with a committed goal of enhancing 
total return for its investors. 
 

Strategic acquisitions 
The Fund is active in its review and pursuit of new market or strategic “tuck-in” acquisitions.  

 

Maintenance expenditures 
For fiscal 2008, maintenance expenditures, representing the replacement of capital and landfill assets to sustain 

current business operations, are expected to approximate $22,000 to $24,000 and U.S. $37,000 to U.S. $39,000 for the 
Canadian and U.S. operations, respectively.  Maintenance expenditures are expected to be concentrated in the first 
three quarters, which may result in the declaration and payment of distributions and dividends in these quarters that 

are in excess of free cash flow available for distribution(B).  
 

Growth expenditures 
Growth expenditures represent capital and landfill asset additions required to meet the demands of acquired or 
organic growth or expenditures that specifically benefit a future period or periods.  For 2008, management expects 

to incur growth expenditures for the construction of landfill airspace capacity that will benefit a future period or 
periods and to grow the Fund’s collection operations.  

 

Liquidity 
Management of the Fund remains active in its review of interest rate alternatives and foreign currency exchange 
rates.        

 

Operations 
The Fund has received significant volumes of waste at its landfills, which may not continue at a similar rate.  The Fund 

is active in various permit expansion efforts at certain landfills as permitted life is consumed.  The Fund is actively 
reviewing alternatives to replace its Calgary landfill site and effective April 2006 is deferring costs incurred to develop 
an alternative site.  The Fund is also active in its efforts to expand the Lachenaie landfill.  Development spending in 

respect of both initiatives is included in deferred costs on the consolidated balance sheet. 
 
The Fund continuously bids residential and other government contracts which may require significant growth 

expenditures. 
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The Fund will continue to pass through fuel surcharges, and environmental costs, including government imposed 
disposal charges, to its customers with a view to eliminating operating cost variability in its operating results and free 

cash flow available for distribution(B).  Readers are reminded that increasing fuel costs, environmental costs, and 
government imposed disposal charges result in higher revenues and, all else equal, reduce the Fund’s gross 
operating margin (defined as revenues less operating expenses divided by revenues).    

 

Other 
Taxation of income trusts 

On October 31, 2006, the Minister of Finance (Canada) announced proposed changes to the income tax treatment of 
distributions and allocations to and from the Fund.  On June 12, 2007, the proposed legislation, with certain 

modifications, passed third reading and received royal assent on June 22, 2007.   The proposals, which are effective 
for the 2011 taxation year, subject to certain conditions, make certain income earned by the Fund taxable in a 
manner similar to income earned by a corporation.   

 

Financing strategic growth 

One of management’s principal objectives is to grow organically and through strategic acquisition.  Growth is 
dependent on the Fund’s ability to access debt and equity in the capital markets.  Any restrictions will affect the 
Fund’s growth objective. 

 

Distributions 

Distributions are dependent on free cash flow available for distribution(B) and other factors, including but not limited 
to the Fund’s ability to access debt and equity in the capital markets.  The rate of distribution declared per trust unit, 
and by extension PPS dividends, is reviewed by the Trustees from time to time.   

 

Normal course issuer bid 

On November 6, 2006, the Fund received approval to commence a normal course issuer bid for up to 2% of the trust 
units outstanding in any 30 day period and not more than 10% of trust units outstanding in any 365 day period, 
where total trust units outstanding is equal to 53,617.  The normal course issuer bid has terminated and no trust 

units were repurchased. 

 

Withholding taxes on foreign source income 

Withholding taxes on foreign source income are recorded as current income tax expense on the consolidated 
statement of operations and comprehensive (loss) income.  An increase in dividends paid, or the erosion of IESI’s 

ability to return capital, will result in increasing withholding taxes. 
 

Optimization of tax losses and tax efficiency of structure 

Management of the Fund periodically reviews its organizational structure to promote tax efficiency and optimize the 
use of tax losses within the structure.  The Fund expects to incur additional reorganization costs in this regard. 
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Critical Accounting Estimates 
 

Landfill closure and post-closure costs  
Costs associated with capping, closing and monitoring the landfill after it ceases to accept waste are recognized at 
fair value over the landfill’s operating life which is the period over which the landfill accepts waste.  The Fund 
develops estimates for closure and post-closure costs with input from its engineers, and landfill and accounting 

personnel.  Estimates are reviewed at least once annually and consider the various regulations that govern each 
facility.  Revenues derived from the Fund’s landfill gas to energy facilities do not reduce the Fund’s closure and post-
closure cost estimates for periods during or post waste acceptance.  The Fund’s landfill closure and post-closure cost 

estimates approximate fair value, as quoted market prices are generally not available.  Accordingly, the Fund 
develops its fair value estimates using present value techniques that considers and incorporates assumptions 
marketplace participants would use in the determination of these estimates, including inflation, markups, inherent 

uncertainties due to the timing of work performed, information obtained from third parties, quoted and actual prices 
paid for similar work and engineering estimates.  Inflation assumptions are based on management’s understanding 
of current and future economic conditions and the expected timing of expenditures.  An inflation factor of 3.0% and 

2.5% has been used in the derivation of fair value estimates for the Fund’s Canadian and U.S. landfills, respectively.  
Fair value estimates are then discounted back to their present value using the credit adjusted risk free rate, which is 
the rate of interest that is essentially free of default risk, plus an adjustment for the Fund’s credit standing.  The credit 

adjusted risk free rate is based on management’s understanding of current and future economic conditions and the 
expected timing of expenditures.  Accordingly, the Fund has discounted landfill closure and post-closure costs using 
a credit adjusted risk free rate of 5.6% and 7.2% for its Canadian and U.S. landfills, respectively.  Due to the inherent 

uncertainty in making these estimates, actual results could differ.  Future changes in the Fund’s credit standing do 
not change previously recorded closure and post-closure costs, but impact subsequent fair value calculations.  

Reliable estimates of market risk premiums are not available as there is no existing market for selling the 
responsibility of landfill closure and post-closure activities.  Accordingly, the Fund has excluded any estimate of 
market risk premiums in the determination of fair value for landfill closure and post-closure costs. 

Upward revisions to estimated closure and post-closure costs are discounted using the current credit adjusted risk 
free rate.  Downward revisions to estimated closure and post-closure costs are discounted using the credit adjusted 

risk free rate when the estimated closure and post-closure costs were originally recorded or a weighted average 
credit adjusted risk free rate if the period of original recognition cannot be identified.   

The Fund records the estimated fair value of landfill closure and post-closure costs as airspace is consumed.  The total 
obligation will be fully accrued at the time these facilities cease to accept waste and are closed. 

Maintenance activities including: environmental monitoring, mowing and fertilizing, leachate management, well 
monitoring, buffer maintenance, landfill gas to energy collection and flaring systems, and other activities, are 
charged to operating expenses during the operating life of the landfill.  These same costs are estimated and included 

in the Fund’s landfill closure and post-closure accruals for all activities that occur post the landfill’s operating life.  
Maintenance activities are generally required for a period of 30 years post waste acceptance.   

Accretion, representing an increase in the carrying amount of landfill closure and post-closure cost accruals due to 
the passage of time, is recognized as an operating expense in the consolidated statement of operations and 
comprehensive (loss) income and continues post waste acceptance.   

The assumptions included in the determination of closure and post-closure cost obligations are significant and 
numerous.  Accordingly, it is not practical to disclose the sensitivity of each estimate in isolation or in aggregate or to 

provide a probable range of possible outcomes which may differ from recorded or disclosed amounts.  Changes in 
estimated costs, the estimated closure and post-closure spending sequence, discount rates, and capacities may have 
a significant impact on future closure and post-closure cost obligations, the related landfill assets, and the results of 

operations.  Changes to assumptions while a landfill is accepting waste is accounted for prospectively and reflected 
as a revision in estimated cash flows in the year of the change.  The impact of the change in subsequent periods is 
recognized over the landfills estimated remaining useful life.  Changes in assumptions that affect landfills which are 

no longer accepting waste are charged to operations when known. 
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The following tables outline key assumptions used to determine the fair value of landfill closure and post-closure 
costs, the expected timing of landfill closure and post-closure expenditures, and reconcile beginning and ending 

landfill closure and post-closure costs:  
December 31, 

2007

Fair value of legally restricted assets 5,976$                

Undiscounted closure and post-closure costs 373,364$           

Credit adjusted risk free rate - Canadian segment landfills 5.6%

Credit adjusted risk free rate - U.S. segment landfills 7.2%

Expected timing of undiscounted landfill closure and post-closure expenditures

2008 2,900$                

2009 9,184                 

2010 8,892                 

2011 4,984                 

2012 9,471                 

Thereafter 337,933            

373,364$           

2007 2006

Landfill closure and post-closure costs, beginning of year 64,535$              66,405$               

Provision for landfill closure and post-closure costs, during the year 9,554                   8,180                   

Accretion expense, during the year 3,086                   2,932                   

Landfill closure and post-closure expenditures, during the year (4,541)                  (13,016)               

Revisions to estimated cash flows, during the year (5,430)                  177                      

Foreign currency translation adjustment, during the year (8,361)                  (143)                     

Landfill closure and post-closure costs, end of year 58,843$              64,535$               

 
Readers are reminded that the Fund reports its financial results in Canadian dollars.  Consequently, changes in the 
foreign currency exchange rate between Canada and the U.S. impacts the translated value of the Fund’s U.S. landfill 

assets and landfill closure and post-closure cost obligations and operating results.  U.S. denominated amounts are 
settled in U.S. dollars from U.S. cash flows.   
 

Other 
Other estimates include, but are not limited to, the following: estimates of the Fund’s allowance for doubtful 
accounts receivable; realization of future income tax assets; future earnings, income tax and other estimates used in 

the determination of the fair value of goodwill for the Fund’s annual test of impairment; deferred cost recoverability 
assumptions; the useful life of capital and intangible assets; estimates and assumptions used in the determination of 
the fair value of contingent acquisition payments; accrued accident claims reserves; projected landfill construction 

and development costs and estimated permitted airspace capacity consumed in the determination of landfill asset 
amortization; estimated landfill remediation costs; various economic estimates used in the development of fair value 
estimates; and future income tax assets and liabilities. 

 

New Accounting Policies Adopted 
 

On January 1, 2007, the Fund adopted revisions to the CICA accounting standard for Accounting Changes (section 
1506).  The revised standard sets forth expanded disclosures for changes in accounting policies, accounting 
estimates, and accounting errors.  The standard requires that accounting changes be applied retrospectively unless 

otherwise permitted or where it is deemed impractical.  The standard also requires that the Fund disclose new 
primary sources of GAAP that have been issued, but are not adopted because they are not currently effective.   
 

On January 1, 2007, the Fund adopted the following CICA accounting standards: Financial Instruments – Recognition 
and Measurement (section 3855), Financial Instruments – Disclosure and Presentation (section 3861), Hedges 
(section 3865), Comprehensive Income (section 1530), Investments (section 3051), and Equity (section 3251).  The 

Fund adopted these standards retrospectively without restatement, with the exception of the presentation of 
accumulated gains and losses on the translation of self sustaining foreign operations. 
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Financial instruments 

This section outlines standards for recognizing and measuring balance sheet financial instruments and for reporting 

the resulting gains and losses.  The standard requires that all financial assets and liabilities, including derivatives and 
derivatives that are part of a hedging relationship, be measured at fair value, with the exception of the following: 
loans and receivables; held-to-maturity investments; investments in available for sale equity instruments that do not 

have a quoted market price in an active market; and financial liabilities measured at amortized cost.  The standard 
also requires that all non-financial derivatives, subject to certain exceptions, be measured at fair value. 
 

Gains or losses on financial instruments measured at fair value are recognized in the determination of net income in 
the periods in which they arise, with the exception of the following: gains and losses on financial assets classified as 
available for sale and certain financial instruments that are part of a designated hedging relationship.   

 
The effect of adopting these sections is detailed in the Fund’s consolidated financial statements. 
 

On adoption of CICA 3855, the Fund concluded that the redemption option on its debentures was an embedded 
derivative.  Accordingly, the Fund recorded the difference between the carrying amount of its debentures and the 
redemption options values.  In addition, subsequent fair value changes to the redemption options were recorded in 

the Fund’s consolidated statement of operations and comprehensive (loss) income.  Management has determined 
that its interpretation of CICA 3855, as it relates to embedded derivatives, was inconsistent with interpretations of 
other reporting issuers and other ancillary interpretations and practices.  The Fund has since concluded that the fair 

value of the redemption option on its debentures is $nil.  The Fund’s 2007 quarterly results, after reflecting this 
adjustment, are as follows: 
 

Q1 Q2 Q3

Consolidated Balance Sheets

Future income tax (liabilities) assets (1,399)$              2,043$                 1,159$                

Other liabilities 1,003$                2,602$                 548$                    

Non-controlling interest 263,046$           259,009$            255,980$           

Unitholders' equity 687,080$           710,930$            653,357$           

Consolidated Statements of Operations and Comprehensive (Loss) Income

Net loss (gain) on financial instruments 1,855$                (3,061)$               2,924$                

Income before income taxes and non-controlling interest 6,723$                12,195$              14,962$             

Income tax (recovery) expense - future (7,455)$              1,217$                 485$                    

Income before non-controlling interest 12,515$             7,034$                 12,584$             

Non-controlling interest 2,150$                1,174$                 2,044$                

Net income 10,365$             5,860$                 10,540$             

Comprehensive income (loss) 5,307$                (39,575)$             (31,419)$            

Net income per trust unit, basic and diluted 0.19$                  0.10$                   0.18$                  

Consolidated Statements of Cash Flows

Net income 10,365$             5,860$                 10,540$             

Future income taxes (7,455)$              1,217$                 485$                    

Net loss (gain) on financial instruments 1,855$                (3,061)$               2,924$                

Non-controlling interest 2,150$                1,174$                 2,044$                

Consolidated Statements of Unitholders' Equity, Deficit and Accumulated

  Other Comprehensive Loss

Accumulated net income, beginning of period or year 86,947$             93,742$              99,602$             

Net income, during the period 10,365$             5,860$                 10,540$             

Transition adjustment (3,570)$              -$                     -$                     

Accumulated net income, end of period 93,742$             99,602$              110,142$           

Unitholders' equity 687,080$           710,930$            653,357$           

2007

 

Hedges 

This section outlines when and how hedge accounting may be applied.  Applying hedge accounting is at the option 

of the issuer.  Management of the Fund has not adopted hedge accounting and accordingly adopting this section 
did not have any effect on the Fund’s consolidated financial statements. 
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Comprehensive income 

This section outlines reporting and disclosure standards for comprehensive income and its components.  The new 

standard does not address issues of recognition and measurement.  Comprehensive income represents all changes 
to unitholders’ equity, other than those arising from investments by and distributions to unitholders.  The effect of 
adopting this section is detailed in the Fund’s consolidated financial statements. 

 

Investments 

This section establishes accounting standards for investments subject to significant influence and for measuring and 
disclosing certain other non-financial investments.  Adopting this section had no impact on the consolidated 
financial statements of the Fund. 

 

Equity 

This section establishes standards for the presentation of equity and changes in equity during the reporting period.  

Adopting this section resulted in changes to the Fund’s presentation of unitholders’ equity, details of which are 
included in the Fund’s consolidated financial statements. 
 

New Accounting Policies Requiring Adoption 
 

Financial instruments 

CICA accounting standards, Financial Instruments – Disclosures (section 3862), Financial Instruments – Presentation 

(section 3863), and Capital Disclosures (section 1535) require additional disclosures with respect to the significance 
and risks, and management, of financial instruments and capital disclosures as they relate to the Fund’s objectives, 
policies and process for managing capital.  The standards are applicable to annual and interim financial statements 

for fiscal years beginning on or after October 1, 2007.  The Fund is currently evaluating the impact of adopting these 
new standards and does not expect their adoption to have a material impact on the Fund’s consolidated financial 
statements.  

 

Goodwill and intangible assets 

CICA accounting standard, Goodwill and Intangibles (section 3064), replaces Goodwill and Other Intangibles (section 
3062) and Research and Development Costs (section 3450).  The primary changes to CICA 3064 establish standards 
for the recognition, measurement, presentation and disclosure of internally generated goodwill and intangible 

assets.  This section applies to annual and interim financial statements relating to fiscal years beginning on or after 
October 1, 2008, with early adoption encouraged.  Adopting this section is not expected to have any impact on the 
Fund’s consolidated financial statements. 
 

Financial Information Controls and Procedures  

The Vice Chairman and Chief Executive Officer and the Chief Financial Officer of the Fund, together with various 
levels of management, have evaluated the Fund’s disclosure controls and procedures at December 31, 2007 and are 
collectively satisfied that the Fund’s disclosure controls and procedures were adequate and effective to ensure 

significant information relating to the Fund is disclosed in accordance with regulatory requirements.   
 
For the year ended 2007, there have been no changes to the Fund’s internal control over financial reporting that had, 

or is reasonably likely to have, a material affect on its internal controls over financial reporting. 
 

Definitions of EBITDA and free cash flow available for distribution 
 

(A) All references to “EBITDA” in Management’s Discussion and Analysis are to “income before the following” on the consolidated 

statement of operations and comprehensive (loss) income.  “Income before the following” excludes some or all of the following: 

“amortization, interest on long-term debt, financing costs, net gain or loss on sale of capital and landfill assets, net gain or loss on 

financial instruments, net foreign exchange gain or loss, write-off of deferred financing costs, other expenses, income taxes, and 

non-controlling interest”.  EBITDA is a term used by the Fund that does not have a standardized meaning prescribed by Canadian 

generally accepted accounting principles (“GAAP”) and is therefore unlikely to be comparable to similar measures used by other 

issuers.  EBITDA is a measure of the Fund’s operating profitability, and by definition, excludes certain items as detailed above.  

These items are viewed by management as either non-cash (in the case of amortization, certain financing costs, write-off of 

deferred financing costs, net gain or loss on financial instruments, net foreign exchange gain or loss, and future income taxes) or 

non-operating (in the case of interest on long-term debt, net gain or loss on sale of capital and landfill assets, certain financing  



49 

costs, other expenses, current income taxes, and non-controlling interest).  EBITDA is a useful financial and operating metric for 

management, the Fund’s Trustees, and its lenders, as it represents a starting point in the determination of free cash flow available 

for distribution(B).  The underlying reasons for exclusion of each item are as follows: 

 

Amortization – as a non-cash item amortization has no impact on the determination of free cash flow available for distribution(B). 

 
Interest on long-term debt – interest on long-term debt is a function of the Fund’s debt/equity mix and interest rates; as such, it 

reflects the treasury/financing activities of the Fund and represents a different class of expense than those included in EBITDA. 

 

Financing costs – financing costs are a function of the Fund’s treasury/financing activities and represents a different class of 

expense than those included in EBITDA. 

 

Net gain or loss on sale of capital and landfill assets – the gain or loss on sale of capital and landfill assets has no impact on the 

determination of free cash flow available for distribution(B), because proceeds from the sale were either reinvested in other capital 

or landfill assets or used to repay the Fund’s revolving credit facility. 

 

Net gain or loss on financial instruments – as non-cash items, gains or losses on financial instruments have no impact on the 

determination of free cash flow available for distribution(B). 

 
Net foreign exchange gain or loss – as non-cash items, foreign exchange gains or losses have no impact on the determination of 

free cash flow available for distribution(B). 

 

Write-off of deferred financing costs – as a non-cash item, write-off of deferred financing costs has no impact on the determination 

of free cash flow available for distribution(B). 

 

Other expenses – other expenses represent amounts paid to management of the Fund on account of certain acquisitions and are 

not considered an expense indicative of continuing operations.  Accordingly, other expenses represent a different class of 

expense than those included in EBITDA. 

 
Income taxes – income taxes are a function of tax laws and rates and are affected by matters which are separate from the daily 

operations of the Fund. 

 

Non-controlling interest – non-controlling interest represents a direct non-controlling equity interest in IESI through PPS holdings.  

Accordingly, non-controlling interest represents a different class of expense than those included in EBITDA. 

 

EBITDA should not be construed as a measure of income or of cash flows.  The reconciling items between EBITDA and net income 

(loss) are detailed in the consolidated statement of operations and comprehensive (loss) income beginning with “income before 

the following” and ending with “net income (loss)”.   

 
(B) The Fund has adopted a measurement called “free cash flow available for distribution” to supplement net income (loss) as a 

measure of operating performance.  Free cash flow available for distribution is a term which does not have a standardized 

meaning prescribed by GAAP and is therefore unlikely to be comparable to similar measures used by other issuers.  The objective 

of presenting this non-GAAP measure is to calculate the amount which is available for distribution to unitholders and non-

controlling interest.  PPS holdings are presented as non-controlling interest in the consolidated financial statements; however, 

management of the Fund has elected to include the shareholdings of the non-controlling interest in the calculation of free cash 

flow available for distribution as PPSs are entitled to dividends that are economically equivalent to the distributions received by 

unitholders and PPSs are exchangeable on a one-to-one basis for trust units of the Fund.  Details of the calculation are included in 

the “Other Performance Measures – Free cash flow available for distribution(B)” section of this MD&A.  Free cash flow available for 

distribution is not necessarily indicative of cash available to fund cash needs and should not be considered an alternative to cash 

flow as a measure of liquidity.  All references to “free cash flow available for distribution” in this MD&A have the meaning set out in 

this note.   
 

(C) Excess free cash flow available for distribution represents the result of free cash flow available for distribution(B) less distributions 

and dividends declared. 
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Management’s Responsibility for Financial Statements 
 

The consolidated financial statements of BFI Canada Income Fund and all the information in this annual report are 
the responsibility of management and have been approved by the Trustees. 
 

The consolidated financial statements have been prepared by management in accordance with Canadian generally 
accepted accounting principles.  The consolidated financial statements include some amounts that are based on 
estimates and judgments. Management has determined such amounts on a reasonable basis to ensure that the 

consolidated financial statements are presented fairly, in all material respects.  Financial information presented 
elsewhere in this annual report has been prepared on a basis consistent with that in the consolidated financial 
statements. 

 
BFI Canada Income Fund maintains systems of internal accounting and administrative controls.  These systems are 
designed to provide reasonable assurance that the financial information is relevant, reliable and accurate and that 

the Fund’s assets are properly accounted for and adequately safeguarded. 
 
The Trustees are responsible for ensuring that management fulfills its responsibilities for financial reporting and are 

ultimately responsible for reviewing and approving the consolidated financial statements.  The Trustees carry out 
this responsibility principally through their Audit Committee. 
 

The Audit Committee is appointed by the Trustees and is comprised entirely of non-management Trustees. The 
Audit Committee meets periodically with management and the external auditors to discuss auditing, internal 
controls, accounting policy, and financial reporting matters. The Audit Committee reviews the consolidated financial 

statements with both management and the external auditors and reports its findings to the Trustees before such 
statements are approved by the Trustees. 
 

The consolidated financial statements have been audited by Deloitte & Touche LLP, the external auditors, in 
accordance with Canadian generally accepted auditing standards. 
 

 

 

 

Keith Carrigan      Thomas Cowee  

Vice Chairman and Chief Executive Officer   Chief Financial Officer 

 



51 

Deloitte & Touche LLP 

5140 Yonge Street 

Suite 1700 

Toronto ON  M2N 6L7 

Canada 

 

Tel: 416-601-6150 

Fax: 416-601-6151 

www.deloitte.ca 
 

Auditors' Report 
 
To the Unitholders of 
BFI Canada Income Fund 
 

 
 
 

 
We have audited the consolidated balance sheets of BFI Canada Income Fund as at December 31, 2007 and 2006 and 
the consolidated statements of operations and comprehensive (loss) income, of cash flows and of unitholders’ 

equity, deficit and accumulated other comprehensive loss for the years then ended.  These financial statements are 
the responsibility of the Fund’s management.  Our responsibility is to express an opinion on these financial 
statements based on our audits. 

 
We conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards 
require that we plan and perform an audit to obtain reasonable assurance 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. 

 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Fund as at December 31, 2007 and 2006 and the results of its operations and its cash flows for the years then 

ended in accordance with Canadian generally accepted accounting principles. 

Chartered Accountants 

Licensed Public Accountants 
February 29, 2008 
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BFI CANADA INCOME FUND  
Consolidated Balance Sheets  
December 31, 2007 and December 31, 2006 (in thousands of dollars) 

December 31, 

2007

December 31, 

2006
 

ASSETS    

CURRENT

  Cash and cash equivalents 13,359$            9,275$              

  Accounts receivable 115,851            102,350          

  Due from non-controlling interest (Note 12) -                            6,638               

  Other receivables 457                      1,737               

  Prepaid expenses 15,001               11,665             

144,668            131,665          

OTHER RECEIVABLES 761                      1,517               

FUNDED LANDFILL POST-CLOSURE COSTS (Note 10) 5,976                  4,142               

INTANGIBLES (Note 5) 144,686            77,204             

GOODWILL 616,534            481,334          

DEFERRED COSTS 7,306                  4,051               

DEFERRED FINANCING COSTS -                            7,015               

CAPITAL ASSETS (Note 6) 404,900            322,372          

LANDFILL ASSETS (Note 7) 644,711            730,290          

OTHER ASSETS (Notes 8 & 19) 1,670                  7,070               

1,971,212$     1,766,660$      

LIABILITIES

CURRENT

  Accounts payable 66,815$            64,284$           

  Accrued charges 75,355               57,318             

  Distribution and dividends payable 10,409               9,907               

  Income taxes payable 2,515                  1,280               

  Deferred revenues 12,018               10,212             

  Current portion of long-term debt (Note 9) -                            50                     

  Landfill closure and post-closure costs (Note 10) 2,900                  5,824               

170,012            148,875          

LONG-TERM DEBT (Note 9) 801,973            543,454          

LANDFILL CLOSURE AND POST-CLOSURE COSTS (Note 10) 55,943               58,711             

OTHER LIABILITIES (Notes 8 & 19) 5,056                  383                  

FUTURE INCOME TAX LIABILITIES (Note 11) 57,668               31,922             

1,090,652        783,345          

NON-CONTROLLING INTEREST (Note 12) 251,371            282,026          

UNITHOLDERS' EQUITY (Note 13) 629,189            701,289          

1,971,212$     1,766,660$      

Joseph H. Wright James J. Forese
Non-Executive Chairman Audit Committee Chair
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BFI CANADA INCOME FUND  
Consolidated Statements of Operations and Comprehensive (Loss) Income 
For the years ended December 31, 2007 and 2006 (in thousands of dollars, except net income per trust unit amounts) 

2007 2006

REVENUES 917,357$        771,819$         

EXPENSES

  OPERATING 531,614           436,311          

 

  SELLING, GENERAL AND ADMINISTRATION 110,208           99,591             

INCOME BEFORE THE FOLLOWING 275,535           235,917          

AMORTIZATION 161,006           148,128          

INTEREST ON LONG-TERM DEBT 42,964             34,307             

FINANCING COSTS (Note 15) 7,192                79                     

NET GAIN ON SALE OF CAPITAL ASSETS (1,434)               (443)                 

NET LOSS ON FINANCIAL INSTRUMENTS (Note 19) 9,384                3,363               

NET FOREIGN EXCHANGE LOSS (GAIN) (Note 16) 13,671             (2,578)              

OTHER EXPENSES 48                      210                  

INCOME BEFORE INCOME TAXES AND NON-CONTROLLING INTEREST 42,704             52,851             

INCOME TAX EXPENSE (RECOVERY) (Note 11)

  Current 8,779                5,610               

  Future (4,082)               7,307               

4,697                12,917             

INCOME BEFORE NON-CONTROLLING INTEREST 38,007             39,934             

 

NON-CONTROLLING INTEREST (Note 12) 6,320                7,191               

NET INCOME 31,687             32,743             

OTHER COMPREHENSIVE (LOSS) INCOME

  Foreign currency translation adjustment (95,859)            (421)                 

COMPREHENSIVE (LOSS) INCOME (64,172)$         32,322$           

Net income per trust unit, basic and diluted 0.56$                0.61$                

Weighted average number of trust units outstanding (thousands), basic (Note 13) 56,564             53,506             

Weighted average number of trust units outstanding (thousands), diluted (Note 13) 67,803             65,391             
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BFI CANADA INCOME FUND  
Consolidated Statements of Cash Flows  
For the years ended December 31, 2007 and 2006 (in thousands of dollars) 

2007 2006

NET INFLOW (OUTFLOW) OF CASH RELATED TO THE FOLLOWING ACTIVITIES

OPERATING

  Net income 31,687$           32,743$           

  Items not affecting cash

    Write-off of deferred costs 129                    847                  
    Accretion of landfill closure and post-closure costs 3,086                2,932               
    Amortization of intangibles 25,443             19,851             
    Amortization of deferred financing costs -                           1,380               
    Amortization of capital assets 66,295             56,874             
    Amortization of landfill assets 69,268             70,023             
    Write-off of deferred financing costs -                           79                     
    Net gain on sale of capital assets (1,434)               (443)                 
    Net loss on financial instruments 9,384                3,363               
    Net unrealized foreign exchange loss 9,683                96                     
    Future income taxes (4,082)               7,307               
    Non-controlling interest 6,320                7,191               
  Landfill closure and post-closure expenditures (4,541)               (13,016)           

211,238           189,227          

  Changes in non-cash working capital items 6,177                (3,529)              

Cash generated from operating activities 217,415           185,698          

INVESTING

  Acquisitions (Note 4 & 17) (366,244)         (33,578)           

  Investment in other receivables (610)                   (2,095)              

  Proceeds from other receivables 2,596                1,633               

  Funded landfill post-closure costs (1,472)               (2,525)              
  Purchase of capital assets (96,176)            (74,334)           
  Purchase of landfill assets (59,693)            (55,051)           
  Proceeds from the sale of capital assets 1,996                1,183               
  Investment in deferred costs (3,385)               (1,910)              

Cash utilized in investing activities (522,988)         (166,677)         

FINANCING

  Payment of deferred financing costs -                           (1,890)              

  Proceeds from long-term debt 562,415           215,406          

  Repayment of long-term debt (218,644)         (123,774)         

  Trust units issued, net of issue costs 87,562             (46)                   

  Distributions and dividends paid to unitholders and participating 

    preferred shareholders (122,824)         (113,649)         
Cash generated from (utilized in) financing activities 308,509           (23,953)           

Effect of foreign exchange changes on foreign cash and cash equivalents 1,148                65                     

NET CASH INFLOW (OUTFLOW) 4,084                (4,867)              

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 9,275                14,142             

CASH AND CASH EQUIVALENTS, END OF YEAR 13,359$           9,275$              

SUPPLEMENTAL CASH FLOW INFORMATION:

  Cash and cash equivalents are comprised of:

    Cash 12,612$           9,269$              

    Cash equivalents 747                    6                       
13,359$           9,275$              

  Cash paid during the year for:

    Income taxes 6,210$             4,014$              

    Interest 45,055$           32,619$           
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BFI CANADA INCOME FUND  
Consolidated Statements of Unitholders’ Equity, Deficit and Accumulated 

Other Comprehensive Loss  
For the years ended December 31, 2007 and 2006 (in thousands of dollars) 

 2007 2006

CONTRIBUTED EQUITY

  Trust units, beginning of year 908,221$        891,070$         

  Trust units issued, net of issue costs and related tax effect, during the year (Note 13) 89,414             (46)                   

  Trust units issued on exchange of participating preferred shares ("PPSs"), during

    the year 9,116                17,197             

  Trust units, end of year 1,006,751      908,221          

  Class A units, beginning of year -                     -                   

  Class A units issued, during the year -                     -                   

  Class A units, end of year -                     -                   

  Treasury units, beginning of year -                     -                   

  Trust units acquired by the U.S. LTIP, during the year (1,698)               (1,281)              

  Deferred compensation obligation, during the year 1,698                1,281               

  Treasury units, end of year -                     -                   

TOTAL CONTRIBUTED EQUITY 1,006,751      908,221          

DEFICIT

  Accumulated net income, beginning of year 86,947             54,204             
  Accumulated distributions, beginning of year (260,991)         (167,270)         

  Deficit, beginning of year (174,044)         (113,066)         

  Net income, during the year 31,687             32,743             

  Transition adjustment, during the year (Note 3) (3,570)               -                   
  Distributions declared, during the year (102,888)         (93,721)           

  Accumulated net income, end of year 115,064           86,947             
  Accumulated distributions, end of year (363,879)         (260,991)         
DEFICIT, END OF YEAR (248,815)         (174,044)         

ACCUMULATED OTHER COMPREHENSIVE LOSS

  Accumulated other comprehensive loss, beginning of year (32,888)            (32,467)           
  Foreign currency translation adjustment, during the year (95,859)            (421)                 
ACCUMULATED OTHER COMPREHENSIVE LOSS, END OF YEAR (128,747)         (32,888)           
DEFICIT AND ACCUMULATED OTHER COMPREHENSIVE LOSS, END OF YEAR (377,562)         (206,932)         
UNITHOLDERS' EQUITY 629,189$        701,289$         
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BFI CANADA INCOME FUND  

Notes to the Consolidated Financial Statements  
For the years ended December 31, 2007 and December 31, 2006 (in thousands, except per trust unit amounts, unless otherwise stated) 

 

1. Organization 
 
BFI Canada Income Fund (the “Fund”) is an open ended, limited purpose trust established under the laws of the 

province of Ontario and governed by a Second Amended and Restated Declaration of Trust dated January 21, 
2005, as supplemented from time to time.  The Fund, through its operating subsidiaries, provides vertically 
integrated non-hazardous solid waste (“waste”) services to commercial, industrial, municipal and residential 

customers in Canada and the south and northeast United States (“U.S.”).  The Fund makes cash distributions to 
unitholders based on all amounts received by the Fund, and IESI Corporation (“IESI”), an indirect subsidiary of the 
Fund, pays equivalent dividends to participating preferred shareholders (“non-controlling interest”), as 

determined by the Trustees.  The declaration of trust provides that monthly cash distributions are to be paid on 
or about the fifteenth day of the succeeding month. 
 

2. Summary of Significant Accounting Policies 
 
These consolidated financial statements have been prepared in conformity with Canadian generally accepted 
accounting principles (“GAAP”), are stated in Canadian dollars, and reflect the following significant accounting 

policies. 

Basis of presentation 

The consolidated financial statements include the accounts of the Fund and its wholly-owned subsidiaries.  All 
intercompany accounts and transactions have been eliminated on consolidation. 

Use of estimates 

The preparation of the consolidated financial statements in conformity with GAAP requires management to 

make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities as at the date of the consolidated financial statements, and the reported 
amounts of revenues and expenses during the reporting period.  Estimates and assumptions include the 

following: estimates of the Fund’s allowance for doubtful accounts receivable; realization of future income tax 
assets; future earnings, income tax and other estimates used in the determination of the fair value of goodwill 
for the Fund’s annual test of impairment; deferred costs recoverability assumptions; the useful life of capital and 

intangible assets; estimates and assumptions used in the determination of the fair value of contingent 
acquisition payments; accrued accident claims reserves; projected landfill construction and development costs 
and estimated permitted airspace capacity consumed in the determination of landfill asset amortization; 

estimated landfill remediation costs; estimated closure and post-closure costs; various economic estimates used 
in the development of fair value estimates; and future income tax assets and liabilities. 

Effective February 10, 2004, BFI Usine de Triage Lachenaie Ltd (“Lachenaie”), an indirect subsidiary of the Fund, 
received approval to expand its landfill by an additional 6.5 million cubic metres which, depending on the 
annual volume of waste entering the site, is the equivalent of approximately 5 years of operation.  The Fund has 

commenced the process to obtain expansion approvals for this permit, which if not successful would result in a 
material adjustment, at December 31, 2007, to the following assets: goodwill $19,859 (December 31, 2006 - 
$19,859) and landfill assets $85,136 (December 31, 2006 - $86,239).   

 
Management remains confident that approval for the Lachenaie expansion will be obtained prior to the expiry 
of the current operating permit.  Accordingly no provision for impairment has been recorded.   

 
The Fund makes various estimates in the determination of estimated permitted airspace capacity.  These 
estimates, if not realized, could result in material adjustments to landfill assets, goodwill, and landfill closure and 

post-closure costs.   
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Cash and cash equivalents 

Cash and cash equivalents include cash and short-term, highly liquid money market investments that have an 
original term to maturity of three months or less.  

 

Other receivables 

Other receivables include direct finance lease and long-term finance receivables. 
 
Assets leased under terms that transfer substantially all of the benefits and risks and rewards of ownership to 

customers are accounted for as direct finance lease receivables.  Direct finance lease receivables are carried at 
cost and discounted at the underlying rate implicit in the receivable. 

Long-term finance receivables are carried at cost plus unearned finance revenues.   

The fair value of other receivables is estimated using a discounted cash flow analysis applying interest rates that 

management considers consistent with the credit quality of the borrower.  Other receivables are periodically 
reviewed for impairment and any resulting write-down to the net recoverable amount is recorded in the period 
in which the impairment occurs. 

Intangibles 

Intangible assets include customer collection contracts, customer lists, non-competition agreements, transfer 

station permits, and trade-names, and all are deemed to have finite lives.  Finite life intangibles are amortized on 
a straight-line basis as follows: 
 

 Customer collection contracts Estimated contract term net of attrition 
 Customer lists 2-12 years 
 Non-competition agreements 2-5 years 

 Transfer station permits  10-25 years 
 Trade-names   2-13 years 

 

Goodwill 

Goodwill is not amortized and is tested at least annually for impairment or more frequently if an event or 

circumstance occurs that more likely than not reduces the fair value of a reporting unit below its carrying 
amount.  Any resulting write-down, representing the difference between fair value and the carrying amount, is 
recorded in the period in which the impairment occurs.  The annual impairment test was completed on April 30, 

2007 and did not result in the recognition of an impairment loss.   

 

Deferred costs 

Deferred costs relate to the development of landfills, including landfill permitting costs, capital projects, 
acquisition and transaction related costs for acquisitions which have not yet been consummated and other costs 

which are deferred to a future period.  Management periodically reviews the carrying values of deferred costs for 
impairment and any resulting write-down to the net recoverable amount is recorded in the period in which the 
impairment occurs.   
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Capital assets 

Capital assets are recorded at cost and are amortized over their estimated useful lives on a straight-line basis as 
follows:  

 
 Buildings and improvements  10-40 years 
 Vehicles and equipment  3-10 years 

 Containers and compactors  5-10 years 
 Furniture, fixtures and computer equipment 3-10 years 

Landfill assets 

Landfill assets represent the cost of landfill airspace, including original acquisition cost, incurred landfill 
construction and development costs, including gas collection systems installed during the operating life of the 

site, and capitalized landfill closure and post-closure costs. 
 
The cost of landfill assets, together with projected landfill construction and development costs, is amortized on a 

per unit basis as landfill airspace is consumed.   

Management annually updates landfill capacity estimates, based on survey information provided by 

independent engineers, and projected landfill construction and development costs.  The impact on annual 
amortization expense of changes in estimated capacity and construction costs is accounted for prospectively. 

Total available disposal capacity for the purpose of amortizing landfill assets represents the sum of estimated 
permitted airspace capacity (having received the final permit from the governing authorities) plus future 
permitted airspace capacity, which represents an estimate of airspace capacity that management believes is 

probable of being permitted based on the following criteria: 

Personnel are actively working to obtain the permit or permit modifications necessary for expansion of an 

existing landfill, and progress is being made on the project; 

It is probable that the required approvals will be received within the normal application and processing time 

periods for approvals in the jurisdiction in which the landfill is located; 

The Fund has a legal right to use or obtain land associated with the expansion plan; 

There are no significant known political, technical, legal or business restrictions or issues that could impair 
the success of the expansion effort;  

Management is committed to pursuing the expansion; and  

Additional airspace capacity and related costs have been estimated based on the conceptual design of the 
proposed expansion. 

The Fund and its predecessors have been successful in receiving approvals for expansions pursued; however, 
there can be no assurance that the Fund will be successful in obtaining approvals for landfill expansions in the 
future. 

Landfill closure and post-closure costs 

Costs associated with capping, closing and monitoring the landfill after it ceases to accept waste are recognized 
at fair value over the landfill’s operating life which is the period over which the landfill accepts waste.   
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The Fund develops estimates for closure and post-closure costs with input from its engineers, and landfill and 

accounting personnel.  Estimates are reviewed at least once annually and consider the various regulations that 
govern each facility.  Revenues derived from the Fund’s landfill gas to energy facilities do not reduce the Fund’s 
closure and post-closure cost estimates for periods during or post waste acceptance.  The Fund’s landfill closure 

and post-closure cost estimates approximate fair value, as quoted market prices are generally not available.  
Accordingly, the Fund develops its fair value estimates using present value techniques that considers and 
incorporates assumptions marketplace participants would use in the determination of these estimates, including 

inflation, markups, inherent uncertainties due to the timing of work performed, information obtained from third 
parties, quoted and actual prices paid for similar work and engineering estimates.  Inflation assumptions are 
based on management’s understanding of current and future economic conditions and the expected timing of 

expenditures.  An inflation factor of 3.0% and 2.5% has been used in the derivation of fair value estimates for the 
Fund’s Canadian and U.S. landfills, respectively.  Fair value estimates are then discounted back to their present 
value using the credit adjusted risk free rate, which is the rate of interest that is essentially free of default risk, 

plus an adjustment for the Fund’s credit standing.  The credit adjusted risk free rate is based on management’s 
understanding of current and future economic conditions and the expected timing of expenditures.  
Accordingly, the Fund has discounted landfill closure and post-closure costs using a credit adjusted risk free rate 

of 5.6% and 7.2% for its Canadian and U.S. landfills, respectively.  Due to the inherent uncertainty in making 
these estimates, actual results could differ.  Future changes in the Fund’s credit standing do not change 
previously recorded closure and post-closure costs, but impact subsequent fair value calculations.  

Reliable estimates of market risk premiums are not available as there is no existing market for selling the 
responsibility of landfill closure and post-closure activities.  Accordingly, the Fund has excluded any estimate of 

market risk premiums in the determination of fair value for landfill closure and post-closure costs. 

Upward revisions to estimated closure and post-closure costs are discounted using the current credit adjusted 

risk free rate.  Downward revisions to estimated closure and post-closure costs are discounted using the credit 
adjusted risk free rate when the estimated closure and post-closure costs were originally recorded or a weighted 
average credit adjusted risk free rate if the period of original recognition cannot be identified.   

The Fund records the estimated fair value of landfill closure and post-closure costs as airspace is consumed.  The 
total obligation will be fully accrued at the time these facilities cease to accept waste and are closed. 

Maintenance activities including: environmental monitoring, mowing and fertilizing, leachate management, well 
monitoring, buffer maintenance, landfill gas to energy collection and flaring systems, and other activities, are 

charged to operating expenses during the operating life of the landfill.  These same costs are estimated and 
included in the Fund’s landfill closure and post-closure accruals for all activities that occur post the landfill’s 
operating life.  Maintenance activities are generally required for a period of 30 years post waste acceptance.   

Accretion, representing an increase in the carrying amount of landfill closure and post-closure cost accruals due 
to the passage of time, is recognized as an operating expense in the consolidated statement of operations and 

comprehensive (loss) income and continues post waste acceptance.   
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Income taxes 

Future income taxes are calculated using the liability method of accounting for income taxes.  Future income tax 
assets and liabilities are determined based on differences between the financial reporting and tax bases of assets 

and liabilities, and are measured using the substantively enacted tax rates and laws that will be in effect when 
the differences are expected to reverse.  The effect of a change in tax rates on future income tax assets and 
liabilities is recorded to operations in the period in which the change occurs.  Unutilized tax loss carryforwards 

that are not more likely than not to be realized are reduced by a valuation allowance in the determination of 
future income tax assets.  

 

Revenues 

Revenues consist primarily of waste collection fees from commercial, industrial, municipal and residential 

customers, and transfer and landfill disposal fees charged to third parties.  For waste collection and disposal 
activities, revenue is recognized when service is provided, persuasive evidence of an arrangement exists, and the 
price is determinable.  

 
Deferred revenue relates to long-term collection contracts, under which advanced billing occurs or cash is 
received prior to the services being performed. 

 

Acquisitions 

The Fund accounts for acquisitions using the purchase method of accounting and allocates the purchase price 
to the fair value of assets and liabilities acquired.  Acquired assets are amortized over the remaining useful life of 
the underlying asset.  The allocation of the purchase price may require adjustment when information is absent 

and fair value allocations are presented on an estimated or preliminary basis.  Subsequent adjustments to 
estimated or preliminary amounts are recorded to the purchase price allocation.   
 

Certain of the Fund’s purchase and sale agreements contain contingent consideration provisions.  Contingent 
consideration which can be reasonably estimated at the date of acquisition and the outcome of which can be 
determined beyond reasonable doubt, is recognized at fair value in the purchase price allocation.  Consideration 

which is contingent on maintaining or achieving specified revenue or earning levels, satisfying representations 
and warranties, achieving specified tonnage thresholds, in the case of acquired landfills, or receiving approval 
from regulatory authorities for landfill expansion, is recognized as an adjustment to the purchase price allocation 

when the contingency is resolved and the additional consideration is issued or becomes issuable.  Additional 
consideration paid in respect of compensation for services, use of property, or profit sharing is recognized as an 
expense in the consolidated statement of operations and comprehensive (loss) income. 

 

Royalties  

Certain of the Fund’s purchase and sale agreements contain provisions to make royalty payments.  Royalty 

payments are recorded to operating expenses on the consolidated statement of operations and comprehensive 
(loss) income as amounts are paid or become payable.  
 

Impairment of long-lived assets 

An impairment loss is recognized when events or circumstances indicate that the carrying amount of the long-

lived asset is not recoverable and exceeds its fair value.  Any resulting impairment loss is recorded in the period 
in which the impairment occurs.   
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Non-controlling interest 

Non-controlling interest represents a direct non-controlling equity interest in the Fund through IESI’s PPS 
holdings.  The non-controlling interest is entitled to dividends that are economically equivalent to distributions 
of the Fund.  PPSs are recorded at their exchange amount, which is measured at the weighted average trading 

price of the Fund’s trust units at the date of issuance.  The weighted average trading price represents the 
average price of the Fund’s trust units for a reasonable period before and after the terms of the IESI acquisition 
were announced and agreed to.  Exchanges of PPSs into trust units of the Fund are recorded at the carrying 

value of the PPSs at issuance net of net income (loss) and dividends attributable to PPSs to the date of exchange.   
 

Trust unit based compensation 

Trust unit based compensation is recognized as compensation expense and is measured at the fair value of trust 
units issued on the date of grant.  Trust unit options issued with trust unit appreciation rights give the holder the 

right to surrender to the Fund all or a portion of a trust unit option in exchange for cash equal to the excess of 
the fair market value, defined as the five day volume weighted average trading price of a trust unit, over the trust 
unit option exercise price.  Trust unit appreciation rights, and changes thereto, are recorded as selling, general 

and administration expenses when the quoted market price of the trust units exceeds the trust unit option 
exercise price with an offset to other liabilities.  If the holder of the trust unit option elects to purchase trust units, 
the accrued liability is credited to contributed surplus.   

 

Financial instruments 

Derivatives, including derivatives that are embedded in financial or non-financial contracts that are not closely 
related to the host contract, subject to certain exceptions, are measured at fair value, even when they are part of 
a hedging relationship.  Non-derivative financial assets and liabilities are measured at fair value, with the 

exception of the following: loans and receivables; held-to-maturity investments; investments in equity 
instruments, classified as available for sale, that do not have a quoted market price in an active market; and 
financial liabilities measured at amortized cost.   

 
Gains or losses on financial instruments measured at fair value are recognized in the consolidated statement of 
operations and comprehensive (loss) income in the periods in which they arise, with the exception of the 

following: gains and losses on financial assets classified as available for sale and certain financial instruments 
that are part of a designated hedging relationship.   
 

Classifications of financial instruments are as follows: 
 
Held for trading – is a financial asset or liability that meets any of the following conditions:  it is acquired or 

incurred principally for the purpose of sale or repurchase in the near term, part of a portfolio of identified 
financial instruments that are managed together, and is a derivative not designated for hedge accounting or it is 
designated by the Fund upon initial recognition as held for trading.  Held for trading financial instruments are 

measured at fair value.  Upon initial recognition, the Fund has designated the following financial assets as held 
for trading: cash and cash equivalents and funded landfill post-closure costs.  Reclassification of financial 
instruments while held or issued is prohibited.  Gains or losses on funded landfill post-closure costs are recorded 

in the consolidated statement of operations and comprehensive (loss) income as a gain or loss on financial 
instruments with an offset to funded landfill post-closure costs on the Fund’s consolidated balance sheet.   
 

Loans and receivables – are non-derivative financial assets resulting from the delivery of cash or other assets by a 
lender to a borrower in return for a promise to repay on a specified date or dates, or on demand, typically with 

interest.  Loans and receivables exclude debt securities and loans and receivables designated as held for trading 
or available for sale upon initial recognition.  Loans and receivables are measured at amortized cost.  The Fund 
has classified accounts receivable and other receivables as loans and receivables. 
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Held-to-maturity investments – are non-derivative financial assets with fixed or determinable payments and fixed 

maturity that the Fund has a positive intention and ability to hold to maturity.  Exclusions include those financial 
assets that upon initial recognition are designated as held for trading, designated as available for sale, and those 
financial assets that meet the definition of loans and receivables.  Held-to-maturity investments are measured at 

amortized cost, subsequent to initial recognition.  The Fund has no financial assets designated as held-to-
maturity. 
 

Available for sale - are non-derivative financial assets that are designated as available for sale, or that are not 
classified as loans and receivables, held-to-maturity investments, or held for trading.  Available for sale financial 

assets are measured at fair value.  The Fund has no financial assets designated as available for sale.  
 
Other financial liabilities – includes all financial liabilities which are not classified as held for trading.  Other 

financial liabilities are measured at amortized cost, subsequent to initial recognition.  The Fund has classified 
accounts payable, accrued charges, current portion of and long-term debt, and other liabilities (contingent 
acquisition payables), as other financial liabilities.   

 
Derivatives are financial instruments or other contracts that embody all of the following characteristics: 

  its value changes in response to the change in a specified interest rate, financial instrument price, 

commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index, or other 
variable (sometimes called the "underlying"), provided that, in the case of a non-financial variable, the 
variable is not specific to a party to the contract; 

  it requires no initial net investment or an initial net investment that is smaller than would be required for 
other types of contracts that would be expected to have a similar response to changes in market factors; 
and  

  it is settled at a future date. 
 

The Fund has three types of derivative financial instruments, classified as held for trading, which include the 

following: interest rate swaps, foreign currency exchange agreements, and old corrugated cardboard (“OCC”) 
hedges.  Gains or losses on these derivative instruments are recorded in the consolidated statement of 
operations and comprehensive (loss) income, as a component of net income, as a gain or loss on financial 

instruments with an offset to other assets or other liabilities on the Fund’s consolidated balance sheet. 
 
Embedded derivatives are components of a hybrid (combined) instrument that also includes a non-derivative 

host contract.  The result is that some of the cash flows of the combined instrument vary in a way similar to a 
stand-alone derivative.  An embedded derivative causes some or all of the cash flows that would otherwise be 
required by the contract to be modified according to a specified interest rate, financial instrument price, 

commodity price, foreign exchange rate, index of prices or rates, a credit rating or credit index, or other variable, 
provided that, in the case of a non-financial variable, the variable is not specific to a party to the contract.  An 
embedded derivative is separated from its host contract when all of the following conditions are met: 

  the economic characteristics and risks of the embedded derivative are not closely related to the 
economic characteristics and risks of the host contract; 

  the separated instrument would meet the definition of a derivative; and 

  the hybrid (combined) instrument is not measured at fair value with changes in fair value recognized in 
net income. 
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The Fund has a redemption option on its senior secured series A and B debentures, an embedded derivative, 

which is not closely related to the debt host contract and is classified as held for trading.  The fair value of the 
embedded derivative is $nil.  Any gains or losses on this embedded derivative will be recorded in the 
consolidated statement of operations and comprehensive (loss) income as a gain or loss on financial instruments 

with an offset to other assets or other liabilities on the Fund’s consolidated balance sheet.  The Fund has only 
recognized embedded derivatives existing in contracts that were acquired or substantially modified on or 
subsequent to January 1, 2003. 

 
Transaction costs incurred for the acquisition or issue of all financial assets or liabilities are recorded in the 
consolidated statement of operations and comprehensive (loss) income when incurred.   
 

Foreign currency translation 

Self-sustaining foreign operations are translated using the current rate method.  Under this method, assets and 

liabilities are translated to Canadian dollars from their functional currency using the exchange rate in effect at 
the consolidated balance sheet date.  Revenues and expenses are translated to Canadian dollars at the monthly 
average exchange rates.  The resulting translation adjustments are included in other comprehensive (loss) 

income and are only included in the determination of net income when a reduction in the investment in these 
foreign operations is realized.  Gains or losses on foreign currency balances or transactions that are designated 
as hedges of a net investment in self-sustaining foreign operations are offset against exchange losses or gains 

included in other comprehensive (loss) income. 
 

Disposal of long-lived assets and discontinued operations 

Long-lived assets, to be disposed of other than by sale, such as abandonment or exchange for similar productive 
long-lived assets, are classified as held and used until the disposal transaction occurs.  Long-lived assets held for 
sale are carried at the lower of their carrying amount or fair value less cost to sell.   

 

Employee future benefits 

The costs of retirement benefits, other than pensions and certain post-employment benefits, are recognized 
over the period in which the employee renders services in return for those benefits.  Other post-employment 
benefits are recognized when the event giving rise to the obligation occurs.   

 
The Fund maintains both defined contribution and defined benefit pension plans and accrues its obligations 
under employee benefit plans and the related costs, net of plan assets.  The Fund has adopted the following 

policies: 

The cost of pensions earned by employees is actuarially determined using the projected unit credit cost 

method prorated on service and management’s best estimate of expected plan investment performance for 
funded plans, salary escalation, and retirement ages of employees. 

For the purpose of calculating the expected return on plan assets, those assets are valued at fair value.   

The excess of net actuarial gain (loss) over 10% of the greater of the benefit obligation and the fair value of 

plan assets is amortized over the remaining average service period of active employees.  The average 
remaining service period of the active employees covered by the defined benefit pension plan is 7.8 years. 

The initial transition asset is amortized over a period of 11.9 years. 

Variable interest entities 
Variable interest entities (“VIE’s”) are consolidated when the Fund is deemed to be the primary beneficiary of the 
VIE.  The primary beneficiary is the party that is either exposed to a majority of the expected losses from the VIE’s 
activities or is entitled to receive a majority of the VIE’s residual returns or both.  The Fund has determined that it 
is not the primary beneficiary of any VIE.  
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Long-term incentive plan (“LTIP”) – U.S. 
Trust units of the Fund acquired for the benefit of its U.S. LTIP participants are held in a rabbi trust.  A rabbi trust, 
as a grantor trust, requires that the assets held in the trust be available to satisfy the claims of general creditors in 
the event of bankruptcy.  Trust units of the Fund acquired by the trust are recorded to unitholders’ equity.  The 
deferred compensation obligation is classified as a trust unitholders’ equity instrument and subsequent changes 
in the fair value of the trust units are not recognized in either treasury stock or deferred compensation 
obligations.  As U.S. LTIP participants draw trust units of the Fund from the rabbi trust, both the deferred 
compensation obligation and trust units acquired by the U.S. LTIP reduce by a similar amount.  
 

New Accounting Policies Requiring Adoption 

 
Financial instruments 
Canadian Institute of Chartered Accountants (“CICA”) accounting standards, Financial Instruments – Disclosures 
(section 3862), Financial Instruments – Presentation (section 3863), and Capital Disclosures (section 1535) 

require additional disclosures with respect to the significance and risks, and management, of financial 
instruments and capital disclosures as they relate to the Fund’s objectives, policies and process for managing 
capital.  The standards are applicable to annual and interim financial statements for fiscal years beginning on or 

after October 1, 2007.  The Fund is currently evaluating the impact of adopting these new standards and does 
not expect their adoption to have a material impact on the Fund’s consolidated financial statements.  

 

Goodwill and intangible assets 
CICA accounting standard, Goodwill and Intangibles (section 3064), replaces Goodwill and Other Intangibles 

(section 3062) and Research and Development Costs (section 3450).  The primary changes to CICA 3064 establish 
standards for the recognition, measurement, presentation and disclosure of internally generated goodwill and 
intangible assets.  This section applies to annual and interim financial statements relating to fiscal years 

beginning on or after October 1, 2008, with early adoption encouraged.  Adopting this section is not expected to 
have any impact on the Fund’s consolidated financial statements. 

 

3. Change in Accounting Policy 
 
On January 1, 2007, the Fund adopted revisions to the CICA accounting standard for Accounting Changes 
(section 1506).  The revised standard sets forth expanded disclosures for changes in accounting policies, 

accounting estimates, and accounting errors.  The standard requires that accounting changes be applied 
retrospectively unless otherwise permitted or where it is deemed impractical.  The standard also requires that 
the Fund disclose new primary sources of GAAP that have been issued, but are not yet effective, and have not 

been adopted.   
 
On January 1, 2007, the Fund adopted the following CICA accounting standards: Financial Instruments – 

Recognition and Measurement (section 3855), Financial Instruments – Disclosure and Presentation (section 
3861), Hedges (section 3865), Comprehensive Income (section 1530), Investments (section 3051), and Equity 
(section 3251).  The Fund adopted these standards retrospectively without restatement, with the exception of 

the presentation of accumulated gains and losses on the translation of self-sustaining foreign operations.  
 
The transitional provisions for CICA section 3855 do not require the recognition, de-recognition and 

measurement of policies for periods prior to the Fund’s effective date of adopting these standards to be 
reversed or restated.  At the date of adoption, the Fund is required to recognize and re-measure, as required, all 
financial assets and liabilities, based on their classifications.  All adjustments to previously recorded carrying 

amounts, with the exception of financial assets classified as available for sale, are recognized as an adjustment to 
accumulated net income. 
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The Fund selected January 1, 2003 as the transition date for its embedded derivatives.  Accordingly, only 

embedded derivatives included in contracts which were issued, acquired or substantively modified on or 
subsequent to January 1, 2003 have been recognized as a financial asset or liability.   
 

The effect of adopting these sections is as follows: 

Consolidated Balance Sheet

January 1, 2007 

before change in 

accounting 

policy

Change in 

accounting 

policy

January 1, 2007 

after change in 

accounting 

policy

Funded landfill post-closure costs 4,142$                144$                     4,286$                

Deferred financing costs 7,015$                (7,015)$               -$                     

Future income tax liabilities 31,922$             (2,518)$               29,404$             

Non-controlling interest 282,026$           (783)$                   281,243$           

Unitholders' equity 701,289$           (3,570)$               697,719$           

4. Acquisitions 
 
Effective August 31, 2007, the Fund acquired all of the issued and outstanding common shares of Winters Bros. 
Waste Systems, Inc. (“Winters Bros.”), an integrated waste services provider based in New York.  Total cash 

consideration, including acquisition and related costs and net of acquired cash and cash equivalents, amounted 
to $306,253.   
 

The preliminary purchase price is allocated as follows: 
 
Current assets (excluding cash and cash equivalents of $1,521) 20,535$             

Intangibles 89,752               

Goodwill 178,912            

Capital assets 71,170               

Deferred costs 42                        

Current liabilities (17,695)             

Other liabilities (510)                    

Future income tax liabilities (35,953)             

306,253$           

Consideration

  Cash (net of acquired cash and cash equivalents) 305,148$           

  Acquisition and related costs 1,105                 

306,253$           

 
The allocation of the purchase price is subject to final fair value and working capital adjustments.  Final fair value 

or working capital adjustments that increase or decrease the fair value of certain assets or liabilities will be 
recorded to the purchase price allocation.  Results for the Winters Bros. acquisition have been included in the 
Fund’s consolidated statement of operations and comprehensive (loss) income, and U.S. northeast segment, 

since the date of acquisition.  Goodwill is not deductible for tax purposes. 

 

For the year ended December 31, 2007, and excluding the Winters Bros. acquisition, the Fund acquired all of the 
outstanding common shares and solid waste collection assets of one waste management company in each of 
Canada and the U.S., and acquired the solid waste collection assets, including various current assets, and 

assumed various liabilities of five waste management companies in Canada and ten in the U.S.  Aggregate 
consideration, including consideration in respect of liabilities assumed amounted to $60,557 and is allocated to  
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the U.S. northeast, U.S. south and Canadian segments as follows: $1,482, $42,030, and $17,045, respectively.  The 

allocation of purchase prices is as follows: intangibles $18,682, goodwill $23,752, capital assets $24,256, future 
income tax liabilities ($6,537), and net current assets $404.  Aggregate cash consideration amounting to $56,123 

excludes holdbacks and cash payments due to sellers for achieving various business performance targets.  The 

allocation of certain purchase prices are absent final fair value adjustments and adjustments for the payment of  
contingent consideration for achieving various business performance targets.  Final fair value and contingent 
consideration adjustments that increase or decrease the fair value of certain assets or liabilities will be recorded 

against the respective purchase price allocation.  Goodwill amounting to $9,264 is not deductible for tax 
purposes. 
  

For the year ended December 31, 2006, the Fund acquired all of the outstanding common shares of two waste 
management companies, one in each of the U.S. and Canada, and acquired the solid waste collection assets, 
various current assets, and assumed various liabilities of seven waste management companies in the U.S. and 

three in Canada.  Aggregate consideration, including consideration in respect of liabilities assumed amounted to 
$38,077 and is allocated to the U.S. northeast, U.S. south and Canadian segments as follows: $2,541, $28,055, and 
$7,481, respectively.  The allocation of the purchase prices resulted in the Fund recognizing total intangibles, 

goodwill, capital assets and other net liabilities of $12,392, $15,734, $12,557 and ($2,606), respectively.  
Aggregate cash consideration amounted to $33,578 at that time.  Goodwill amounting to $7,810 is not 
deductible for tax purposes. 

 
The results of these acquisitions have been included in the consolidated financial statements from their 
respective closing dates. 

 

5. Intangibles  

December 31, 2007

Accumulated 

Cost Amortization Net Book Value Additions

Customer collection contracts 110,655$            76,590$              34,065$              770$                     

Customer lists 104,103            13,920               90,183                 91,585                

Non-competition agreements 14,631                 3,131                   11,500                 12,600                

Transfer station permits 7,457                   1,495                   5,962                   1,185                  

Trade-names 4,351                   1,375                   2,976                   2,294                  

241,197$            96,511$              144,686$            108,434$            

 

December 31, 2006

Accumulated 

Cost Amortization Net Book Value Additions

Customer collection contracts 110,353$              62,780$                47,573$                855$                      

Customer lists 28,066                   7,207                     20,859                   10,341                 

Non-competition agreements 3,990                     1,796                     2,194                     1,196                    

Transfer station permits 6,272                     1,146                     5,126                     -                        

Trade-names 2,300                     848                        1,452                     -                        

150,981$              73,777$                77,204$                12,392$                
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6. Capital Assets  

December 31, 2007

  Accumulated 

Cost  Amortization Net Book Value

Land and improvements 48,932$              -     $                      48,932$              

Buildings and improvements 87,016               15,143                 71,873               

Vehicles and equipment 312,473              121,383              191,090              

Containers and compactors 143,570              54,501                 89,069                 

Furniture, fixtures and computer equipment 12,726                 8,790                   3,936                   

604,717$            199,817$            404,900$            

 

December 31, 2006

  Accumulated 

Cost  Amortization Net Book Value

Land and improvements 34,934$                -     $                       34,934$                

Buildings and improvements 64,200                   10,754                   53,446                   

Vehicles and equipment 248,021                90,310                   157,711                

Containers and compactors 113,151                41,199                   71,952                   

Furniture, fixtures and computer equipment 12,071                   7,742                     4,329                     

472,377$              150,005$              322,372$              

7. Landfill Assets 

December 31, 2007

  Accumulated 

Cost  Amortization Net Book Value

Landfill assets 875,423$            230,712$            644,711$            

 

December 31, 2006

  Accumulated 

Cost  Amortization Net Book Value

Landfill assets 906,508$              176,218$              730,290$              

 
Effective February 10, 2004, Lachenaie received approval to expand its landfill by an additional 6.5 million cubic 

metres which, depending on the annual volume of waste entering the site, is the equivalent of approximately 5 
years of operation.  Future approval to continue operating the Lachenaie landfill is expected to increase its 
capacity, and accordingly its operating life, by an additional 27.2 million cubic metres.  Management expects to 

receive the necessary permits prior to the expiry of the current permit.  Consequently, Lachenaie landfill costs 
are amortized over total estimated airspace of approximately 33.2 million cubic metres.  The net book value of 
the Lachenaie landfill at December 31, 2007 is $85,136 (December 31, 2006 - $86,239).   

Effective August 28, 2007, the Fund received all required approvals to expand the Seneca Meadows landfill.  
Accordingly, Seneca Meadows landfill costs are amortized over total estimated airspace, which is the equivalent 

of approximately 18 years of operation.  The net book value of the Seneca Meadows landfill at December 31, 
2007 is $224,689 (December 31, 2006 - $264,094). 
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8. Other Assets and Other Liabilities 
 

December 31

2007 2006

Other assets

  Fair value of foreign currency exchange agreements 1,670$                 3,216$                  

  Fair value of interest rate swaps -                        3,812                   

  Fair value of OCC hedges -                        42                         

1,670$                 7,070$                  

Other liabilities

  Fair value of interest rate swaps 4,394$                 -$                      

  Fair value of OCC hedges 76                         -                       

  Contingent acquisition payables 586                       383                      

5,056$                 383$                     

 

9. Long-term Debt 
 

December 31

2007 2006

Term loan 192,680$            227,234$             

Senior secured debentures, series A 47,000                 47,000                 

Senior secured debentures, series B 58,000                 58,000                 

Revolving credit facilities 401,531              132,563              

Other 102,762              78,707                 

 801,973              543,504              

Less current portion of long-term debt -                       50                         

801,973$            543,454$             

 

Term loan and U.S. revolving credit facility 

Effective August 31, 2007, the Fund entered into a third amendment to its Amended and Restated Revolving 
Credit and Term Loan Agreement.  The amendment makes available an additional U.S. $320,000 bringing the 
total available capacity under the U.S. revolving credit facility to U.S. $575,000.  As a condition of lending, IESI is 

required to enter into and maintain not less than 40% of total funded debt, as defined therein, on a fixed rate 
basis within 30 days from the third amendment date (Note 19). 

 

The revolving credit facility is available to finance working capital requirements, qualifying capital expenditures, 
acquisitions, and for general corporate purposes.  At December 31, 2007, U.S. $333,500 (2006 – U.S. $76,000) is 

drawn on the revolving credit facility and U.S. $195,000 (2006 – U.S. $195,000) is drawn on the term loan.  The 
term loan and revolving credit facility bear interest at various interest rates plus an applicable margin, interest is 
payable quarterly in arrears, and unutilized portions of the revolving credit facility are subject to a commitment 

fee.  The term loan and revolving credit facility mature on January 21, 2012 and January 21, 2010, respectively.  
The term loan and revolving credit facility are secured by a first priority perfected security interest over all assets 
of IESI and its subsidiaries and includes all of the equity interests of IESI’s direct and indirect subsidiaries and all 

of IESI’s common shares.   
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Senior secured debentures, series A and B (“debentures”) 

On June 25, 2004, BFI Canada Holdings Inc. (“Holdings”), a subsidiary of the Fund, issued $47,000 senior secured, 
series A debentures, bearing interest at 6.123% and $58,000 senior secured, series B debentures, bearing interest 
at 7.015%.  Interest on each series of debenture is payable quarterly in arrears, commencing on September 26, 

2004.  The series A and B debentures are payable in full on June 26, 2009 and June 26, 2014, respectively.  The 
debentures are redeemable in whole or in part from time to time at a price equal to the greater of par and the 
net present value of all scheduled payments of interest and principal using a discount rate equivalent to the sum 

of the Government of Canada Yield plus a margin on either series of debenture.  The debentures are secured by 
a charge over all the personal and real property of Holdings and Ridge Landfill Trust, a wholly-owned subsidiary 
of the Fund, and their subsidiaries, the shares and intercompany indebtedness held by 4264126 Canada Limited, 

a subsidiary of the Fund, and the Fund, respectively.  The debentures rank equally with the Fund’s Canadian 
revolving credit facility.     
 

Canadian revolving credit facility 

Effective March 21, 2007, the Fund entered into a Second Amending Agreement to its Fourth Amended and 

Restated Credit Agreement.  The second amendment increases the total committed Canadian segment credit to 
$150,000 from $80,000 and the total available credit from this facility, subject to lender consent, to $200,000 
from $120,000.  The maturity date was extended to May 30, 2011 from June 30, 2010, and the maturity date 

remains subject to one year extensions. 
 
The revolving credit facility is available to finance working capital requirements, qualifying capital expenditures, 

and acquisitions.  At December 31, 2007, $72,000 (2006 – $44,000) is drawn on the revolving credit facility.  The 
revolving credit facility bears interest at various interest rates plus an applicable margin, is payable monthly in 
arrears and unutilized portions of the facility are subject to a commitment fee.  The facility is secured by a first 

priority perfected security interest over all personal and real property of Holdings and its subsidiaries, the shares 
and intercompany indebtedness held by 4264126 Canada Limited, and the Fund, respectively.  The facility ranks 
equally with the senior secured, series A and B debentures.   

 

Other 

In October 2005, IESI entered into a 30 year agreement which permits it access to variable rate demand solid 

waste disposal revenue bonds (“IRBs”).  The IRBs are made available, to a maximum of U.S. $45,000, to fund a 
portion of Seneca Meadows landfill construction and equipment expenditures.  The IRBs bear interest at LIBOR 
less an applicable discount, and interest is payable monthly in arrears, commencing on November 1, 2005.  The 

IRBs mature on October 1, 2035 and are secured by a letter of credit in the amount of the drawn facility.  At 
December 31, 2007, U.S. $45,000 (2006 – U.S. $45,000) of IRBs have been drawn under this facility. 
 

In November 2006, IESI entered into a 22 year agreement for additional IRBs.  The IRBs are made available, to a 
maximum of U.S. $35,000, and are available to fund a portion of landfill construction, equipment, vehicle, and 
container expenditures in the Fund’s Pennsylvania operations.  The IRBs bear interest at LIBOR less an applicable 

discount, and interest is payable monthly in arrears, commencing on December 1, 2006.  The IRBs mature on 
November 1, 2028 and are secured by a letter of credit in the amount of the drawn facility.  At December 31, 
2007 U.S. $35,000 (2006 – U.S. $22,500) has been drawn under this facility and U.S. $nil (2006 – U.S. $685) of cash, 

included in cash and cash equivalents at December 31, 2007, is restricted for the purpose of funding future 
landfill construction and equipment expenditures in the U.S. northeast.   
 



70 

BFI CANADA INCOME FUND  

Notes to the Consolidated Financial Statements  
For the years ended December 31, 2007 and December 31, 2006 (in thousands, except per trust unit amounts, unless otherwise stated) 

 
In March 2007, the Fund entered into a new 15 year agreement for IRBs in the state of Texas.  The IRBs are made 

available, to a maximum of U.S. $24,000 and are available to fund a portion of landfill construction activities, and 
equipment, vehicle, and container expenditures in the Fund’s Texas operations.  The IRBs bear interest at LIBOR 
less an applicable discount, and interest is payable monthly in arrears, commencing on May 1, 2007.  The IRBs 

mature on April 1, 2022 and are secured by a letter of credit in the amount of the drawn facility.  At December 31, 
2007 U.S. $24,000 (2006 – U.S. $nil) has been drawn under this facility and U.S. $1,619 (2006 – U.S. $nil) of cash, 
included in cash and cash equivalents at December 31, 2007, is restricted for the purpose of funding future 

landfill construction and equipment expenditures in the state of Texas.   
 
Entreprise Sanitaire F.A. Lteé (“F.A.”), an indirect subsidiary of the Fund, had a bank loan due March 12, 2007 

which bore interest at 7.0%.  A city in the province of Quebec was providing security on the bank loan.  The 
purpose of this loan was for F.A. to acquire containers which were furnished to the city.  This loan was repaid 
directly by the city to the lender in monthly amounts of principal and interest.  Included in the current portion of 

other receivables for the year ended December 31, 2006 is a note due from this city having the same terms and 
conditions as the underlying bank loan.   
 

Interest on long-term debt amounted to $42,964 (2006 - $34,307). 
 
Principal repayments required in each of the next five years ending December 31 and thereafter are as follows: 
2008 -$                     

2009 47,000               

2010 329,531            

2011 72,000               

2012 192,680            

Thereafter 160,762            

 801,973$           
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10. Landfill Closure and Post-Closure Costs 
 

The following tables outline key assumptions used to determine the fair value of landfill closure and post-closure 
costs, the expected timing of landfill closure and post-closure expenditures, and reconcile beginning and ending 
landfill closure and post-closure costs:  

December 31, 

2007

Fair value of legally restricted assets 5,976$                

Undiscounted closure and post-closure costs 373,364$           

Credit adjusted risk free rate - Canadian segment landfills 5.6%

Credit adjusted risk free rate - U.S. segment landfills 7.2%

Expected timing of undiscounted landfill closure and post-closure expenditures

2008 2,900$                

2009 9,184                 

2010 8,892                 

2011 4,984                 

2012 9,471                 

Thereafter 337,933            

373,364$           

2007 2006

Landfill closure and post-closure costs, beginning of year 64,535$              66,405$               

Provision for landfill closure and post-closure costs, during the year 9,554                   8,180                   

Accretion expense, during the year 3,086                   2,932                   

Landfill closure and post-closure expenditures, during the year (4,541)                  (13,016)               

Revisions to estimated cash flows, during the year (5,430)                  177                      

Foreign currency translation adjustment, during the year (8,361)                  (143)                     

Landfill closure and post-closure costs, end of year 58,843$              64,535$               

 

Effective February 10, 2004, the Fund received approval to expand the Lachenaie landfill’s airspace capacity.  As 
a condition of this approval, the Fund is required to deposit monies into a social utility trust for the purpose of 
settling post-closure costs.  The funding amount is established by the Quebec Government based on each cubic 

metre of waste accepted at the Lachenaie landfill and payment is due quarterly.  At December 31, 2007, funded 
landfill post-closure costs, representing the fair value of legally restricted assets, total $5,976 (December 31, 2006 
- $4,142).  At December 31, 2007, $5,586 (December 31, 2006 - $3,794) was deposited into the social utility trust 

with the balance, $390 (December 31, 2006 - $348) remaining unfunded and included in accounts payable.  
 
At December 31, 2007, the Fund has an accrued environmental liability of $10,712 (December 31, 2006 - 

$13,002).  The accrued environmental liability is included in landfill closure and post-closure costs and relates 
principally to an inactive landfill which the Fund acquired on the acquisition of IESI.  These estimated costs have 
a total undiscounted value amounting to $8,459 (December 31, 2006 - $11,553). 
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11. Income Taxes 
 
The Fund is taxed as a “mutual fund trust” for income tax purposes.  Pursuant to the Second Amended and 

Restated Declaration of Trust, the Fund distributes all taxable income it earns to its unitholders and deducts 
these distributions for income tax purposes.  Canadian and U.S. based corporate subsidiaries are subject to tax 
on their taxable income at a rate of approximately 34% and 38% (2006 - 34% and 38%), respectively. 

On October 31, 2006, the Minister of Finance (Canada) announced proposed changes to the income tax 
treatment of distributions and allocations to and from the Fund.  On June 12, 2007, the proposed legislation, 
with certain modifications, passed third reading and received royal assent on June 22, 2007.   The proposals, 

which are effective for the 2011 taxation year, subject to certain conditions, make certain income earned by the 
Fund taxable in a manner similar to income earned by a corporation.   

The following table reconciles the difference between income taxes that would result solely by applying 

statutory rates to the Fund’s pre-tax income and income tax expense (recovery) recorded in the consolidated 
statement of operations and comprehensive (loss) income.      

December 31

2007 2006

Income before income taxes and non-controlling interest 42,704$              52,851$               

Income tax expense at the combined basic rate 14,821                 17,689                 

Tax on income attributable to trust unitholders and non-controlling interest (15,531)               (12,660)               

Large corporations and state tax 4,285                   3,413                   

Withholding tax on foreign dividends and interest 1,755                   2,348                   

Tax on other non-deductible expenses 781                       4,466                   

Revision to unutilized tax loss carryforwards and tax base of capital assets (273)                      773                      

Other (1,141)                  (3,112)                  

Income tax expense at the combined basic rate 4,697$                 12,917$               

  
December 31

2007 2006

Future income tax assets

Unutilized tax loss carryforwards, net of valuation allowances 40,646$              40,123$               

Tax value of deferred costs in excess of carrying value 953                       -                       

Deferred financing costs and offering expenses 611                       5,613                   

Accounting provisions not currently deductible for tax 27,733                 26,275                 

Accounting losses not currently deductible for tax -                       897                      

Other 1,088                   -                       

 71,031                 72,908                 

Future income tax liabilities  

Carrying value of capital assets in excess of tax value 27,994                 25,503                 

Carrying value of intangibles and landfill assets in excess of tax value 99,166                 76,391                 

Carrying value of deferred costs in excess of tax value -                       2,251                   

Other 1,539                   685                      

128,699              104,830              

Net future income tax liabilities 57,668$              31,922$               
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Net future income tax liabilities, totaling $57,668 (2006 - $31,922), is comprised of net future income tax 

liabilities in Canada amounting to $2,129 (2006 – $1,343) and net future income tax liabilities in the U.S. 
amounting to $55,539 (2006 - $30,579).  

Subsidiaries of the Fund have unutilized tax losses amounting to $98,532 (2006 - $116,818) which expire 2009 to 

2027.  The realization of the resulting future income tax assets, net of a $3,085 valuation allowance on certain 
U.S. unutilized tax loss carryforwards, totaling $40,646 (2006 - $40,123) is dependent on the generation of future 
taxable income during the years in which those temporary differences become deductible.  Based on 

management’s estimate of projected future taxable income and tax planning strategies, management expects 
to realize these future income tax assets in advance of expiry. 
 

 On the Fund’s acquisition of IESI, IESI issued a U.S. $160,000 note payable (“U.S. note”).  Effective August 28, 2007, 
the U.S. note was cancelled.  For the purposes of determining taxable income, IESI has taken the position that 
the note and its related interest was commercially reasonable and has deducted the interest paid on its note on 

this basis.  Management has taken steps to ensure that the U.S. note was commercially reasonable, however, 
there can be no assurance that U.S. taxation authorities will not seek to challenge the treatment of the U.S. note 
as debt or the amount of interest expense deducted, which could increase IESI’s taxable income and accordingly 

its U.S. federal income tax liability.  If the U.S. taxation authorities were successful in their challenge, IESI’s after 
tax income available for distribution would be reduced which would affect the Fund’s ability to make 
distributions and dividend payments to its unitholders and non-controlling interest. 

12. Non-controlling Interest 
 
On the closing of the IESI acquisition, IESI issued 22,266 PPSs which represent a direct non-controlling interest in 
the Fund.  PPSs are exchangeable into trust units of the Fund, subject to various conditions, on a one-to-one 

basis.  The non-controlling interest is entitled to dividends that are economically equivalent to distributions of 
the Fund.  The PPSs were initially recorded at their exchange amount, which is measured at the weighted 
average trading price of trust units of the Fund.  The weighted average trading price represents the average 

price of the Fund’s trust units for a reasonable period before and after the terms of the IESI acquisition were 
announced and agreed to.  Exchanges of PPSs are recorded at the carrying value of the PPSs at issuance net of 
net income and dividends attributable to PPSs to the date of exchange.  For the year ended December 31, 2007, 

386 (2006 – 695) PPSs were exchanged for trust units of the Fund. 
 

 

  PPSs 2007  PPSs 2006

Non-controlling interest, beginning of year 11,774                  282,026$            12,469                   312,614$              

PPSs exchanged for trust units, during the year (386)                      (9,116)                  (695)                       (17,197)                 

PPSs cancelled, during the year (250)                      (6,638)                  -                         -                         

Net income attributable to PPSs, during the year  6,320                    7,191                     

Dividends attributable to PPSs, during the year  (20,438)                (20,582)                 

Transition adjustment (Note 3) (783)                      -                         

Non-controlling interest, end of year 11,138                 251,371$            11,774                   282,026$              

 December 31
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On the acquisition of IESI, a portion of PPSs issued to various IESI selling shareholders were held in escrow to 

settle various representations and warranties.  The settlement of these representations and warranties in 
February 2007 resulted in the cancellation of 250 PPSs totaling $6,638 which were recorded at the exchange 
amount.  

 

13. Unitholders’ Equity 
 

Trust units 

An unlimited number of trust units may be issued.  Each trust unit is transferable, voting and represents an equal 
and undivided beneficial interest in any distributions from the Fund whether of income, net realized capital 
gains or other amounts, and in any net assets of the Fund in the event of termination or wind-up. 

 
Effective April 5, 2007, the Fund closed its offering of 3,565 trust units, including the exercised over-allotment 
option, for gross proceeds of $93,047.  Trust unit issue costs and the related tax effect amounted to $5,447 and 

$1,852, respectively. 
 
At December 31, 2007, 108 (December 31, 2006 – 45) trust units were held by the U.S. LTIP plan rabbi trust. 

 

Class A unit 

Pursuant to the Second Amended and Restated Declaration of Trust one Class A unit was issued to IESI.  The 

Class A unit provides its holder the right to vote with trust units of the Fund on all matters on the basis of one 
vote for each trust unit receivable on exercise of the exchange rights for each PPS.  The Class A unit will generally 
vote together with trust units of the Fund at all unitholder meetings or in respect of any written resolutions of 

unitholders.  The holder of the Class A unit has the right to designate up to two Trustees of the Fund.  The 
entitlement to designate Trustees is dependent on the ownership interest of the non-controlling interest and 
the right to designate two Trustees is conditional on the non-controlling interest holding an ownership interest 

in the Fund, on a fully diluted basis, in excess of 20%.  If the ownership interest of the non-controlling interest 
falls below 20%, but is greater than 10%, the Class A unitholder has the right to designate one Trustee of the 
Fund.  If the ownership interest of the non-controlling interest falls below 10%, the Class A unitholder has no 

right to designate any Trustees of the Fund.  At December 31, 2007, the indirect ownership interest held by the 
non-controlling interest is approximately 16.2% (2006 – 18.0%). 
 

The Second Amended and Restated Declaration of Trust provides that for so long as any PPSs remain 
outstanding, the Trustees shall not declare payable or pay or make any distribution of distributable cash flow, as 
defined therein, or other distribution of cash or property on a trust unit of the Fund unless IESI declares a 

payment or dividend to holders of the PPSs in an amount equal to the per trust unit distribution payable to 
unitholders of the Fund.  The Class A unit is redeemable at the option of the holder at any time or at the option 
of the Fund at any time after the date that no PPSs are outstanding and the Class A unit rights against the Fund 

have ceased.  The redemption price of the Class A unit will be for a nominal amount. 
 

Normal course issuer bid 

On November 6, 2006, the Fund received approval to commence a normal course issuer bid for up to 2% of the 
trust units outstanding in any 30 day period and not more than 10% of trust units outstanding in any 365 day 

period, where total trust units outstanding is equal to 53,617.  The normal course issuer bid has terminated and 
no trust units were repurchased. 
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Details of issued trust, and Class A units for the year ended December 31, 2007 are as follows: 
 December 31

 2007 2006

Trust units issued and outstanding, beginning of year 53,617                  52,922                 

Trust units issued, during the year 3,565                    -                        

Trust units issued on exchange of PPSs, during the year 386                       695                      

Trust units issued and outstanding, end of year 57,568                 53,617                 

Class A units issued and outstanding, beginning of year -                       -                       

Class A units issued, during the year -                       -                       

Class A units issued and outstanding, end of year -                       -                       

 
Accumulated other comprehensive loss, representing accumulated foreign currency translation adjustments, is 

comprised principally of accumulated exchange losses on goodwill and capital and landfill assets, partially offset 
by accumulated exchange gains on long-term debt, landfill closure and post-closure costs, and future income 
tax liabilities. 

 
The basic weighted average trust units outstanding for the year ended December 31, 2007 totaled 56,564 (2006 
– 53,506).  The calculation of net income per trust unit, basic, is net of the non-controlling interest’s share of net 

income, and amounts to $0.56 (2006 – $0.61).  The diluted weighted average trust units outstanding include the 
exchange of all PPSs, 11,239 (2006 – 11,885), into trust units of the Fund and totals 67,803 (2006 – 65,391).  The 
calculation of net income per diluted trust unit amounts to $0.56 (2006 – $0.61).   

 

14. Trust Unit Based Compensation 

Trust unit options, subject to unitholder approval, are granted to certain directors, officers or management 

employees at the discretion of the Board of Trustees of the Fund, or its designate.  Trust unit options, in the 
absence of any other determination, are exercisable equally on the first, second, third and fourth anniversary and 
expire on the 10th anniversary of the grant date.  The Fund has reserved 1,750 trust units for issuance under the 

trust unit option plan.  The exercise date of trust unit options may be accelerated, at the discretion of the Board 
of Trustees of the Fund, or its designate.  Trust unit options are not transferable or assignable.   
 

On February 14, 2006, the Board of Trustees issued 1,000 trust unit options, all of which have trust unit 
appreciation rights, to certain executive management of the Fund.  Trust unit options issued on February 14, 
2006 are exercisable equally on January 1, 2007, January 1, 2008 and January 1, 2009 and have an exercise price 

of $29.15.  The market value of the trust units on the grant date was $28.35.  On termination of employment or 
death, the trust unit options will be immediately exercisable.  
 
 December 31

2007 2006

 

Number of 

trust

unit options

Weighted 

average

exercise price

Number of

trust

unit options

Weighted 

average

exercise price

Outstanding, beginning of year 1,000                 29.15$                -                        -$                      

Granted, during the year -                      -$                     1,000                     29.15$                 

Exercised, during the year -                      -$                     -                        -$                      

Forfeited, during the year -                      -$                     -                        -$                      

Expired, during the year -                      -$                     -                        -$                      

Outstanding, end of year 1,000                 29.15$                1,000                     29.15$                 
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Compensation expense recorded in selling, general and administration expenses amounted to $nil (2006 - $nil) 

for the year ended December 31, 2007.  The weighted average remaining contractual life of the trust unit 
options is 8.0 years and at December 31, 2007, 333 trust unit options are exercisable.     
 

15. Financing Costs 
 
With the adoption of CICA section 3855, financing costs are recorded in the consolidated statement of 
operations and comprehensive (loss) income when incurred.  Accordingly, amendments to the Fund’s Amended 

and Restated Revolving Credit and Term Loan Agreement in the U.S. and Fourth Amended and Restated Credit 
Agreement in Canada resulted in financing costs totaling $7,042 and $150, respectively, for the year ended 
December 31, 2007 (2006 - $nil).   

 

16. Net Foreign Exchange Loss (Gain) 

As a condition of the Fund entering into a third amendment to its Amended and Restated Revolving Credit and 

Term Loan Agreement in the U.S., the Fund’s U.S. note due from IESI was cancelled, effective August 31, 2007.  
Prior to cancellation, the U.S. note was eliminated on the consolidation and was not included in the net 
investment of IESI, a self sustaining foreign operation.  Accordingly, the U.S. note was translated as if it was a 

third-party foreign currency trade balance.  The resulting foreign exchange loss on the cancellation and 
translation of this note for the year ended December 31, 2007 amounted to $17,390 (2006 - $96).  The balance of 
the foreign exchange loss (gain) is due principally to changes in the foreign exchange rate from the date interest 

is due on notes receivable to the date interest is received from IESI and realized gains on the settlement of 
derivative financial instruments.   

17. Commitments and Contingencies 

(i)  The Fund leases buildings and equipment under various operating leases.  Future lease payments for the 
next five years ending December 31 and thereafter are as follows: 

2008 5,520$                

2009 5,015                 

2010 3,157                 

2011 2,143                 

2012 1,802                 

Thereafter 10,617               

 28,254$             

(ii)  The Fund is the successor to a license agreement to use the trade name “BFI” and the related logo, subject 
to certain restrictions.  The agreement was amended on February 22, 2002, whereby a one-time payment of 

$2,000 was made on April 25, 2002 in full satisfaction of all royalty obligations under the license agreement 
payable through June 1, 2015 (effectively the initial 15-year term).  The Fund has two additional 10 year 
extension options at a cost of $600 and $1,500, respectively, per annum. 

(iii)  Effective February 10, 2004, the Fund received approval to expand the capacity of the Lachenaie landfill by 
an additional 6.5 million cubic metres which, depending on the annual volume of waste entering the site, is 
the equivalent of approximately 5 years of operation (see Note 7).  As a result, the Fund is required to pay a 

royalty of $1.50 per tonne for each tonne of waste accepted in the expansion area to a maximum of $1,500 
per annum.  This royalty agreement has a life of 4 years and a maximum cumulative payment of $6,000.  To 
December 31, 2007, the Fund has either accrued or paid royalties amounting to $5,500.   

(iv) The Fund enters into various commitments in the normal course of business.  At December 31, 2007, the 
Fund has issued letters of credit amounting to $189,484 (2006 - $171,878) and performance bonds totaling 
$172,504 (2006 - $141,696).    
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(v) On the acquisition of IESI, the Fund assumed various obligations which require payment of additional 

amounts for achieving certain negotiated events or business performance targets, including landfill 
expansion approval or target disposal volumes.  Upon approval of the Seneca Meadow’s landfill expansion, 

the Fund is obligated to pay the original seller approximately U.S. $15,000.  At December 31, 2007, the Fund 
has received all necessary permits and exhausted the normal course appeals process.  Accordingly, the Fund 
has recognized its obligation and recorded such amounts to accrued charges and goodwill at December 31, 

2007.  In addition, the Fund is also obligated to pay certain other sellers various amounts for achieving 
certain negotiated disposal volumes to a maximum of approximately U.S. $14,800.  Amounts are accrued 
monthly, and paid from time to time in accordance with underlying agreements, until certain threshold 

negotiated disposal volume targets are achieved, and the maximum obligation is satisfied.  Monthly accrued 
amounts, which are paid up to the date the disposal volume threshold targets are met, reduce the threshold 
payment by a similar amount.  The Fund will record an adjustment to the purchase price allocation when 

the contingency is resolved and consideration is issued or becomes issuable.  For the year ended December 
31, 2007, the Fund paid cash consideration or has accrued consideration payable to the original sellers in 
respect of meeting negotiated disposal volume targets at landfills in the U.S. south amounting to $3,868 

(2006 - $2,668).  Landfill permits acquired on the acquisition of IESI were recorded at their fair values.  
Accordingly, all contingent amounts paid, and all future contingent payments, in respect of the receipt of 
landfill expansion approval or fulfilling disposal volume targets, are recorded to goodwill. 

(vi)  The Fund has a disposal contract that requires it to meet specific disposal volume targets.  The volume 
requirements are measured based on an annual average.  In the event the Fund does not meet the required 

volume targets, the Fund is required to make additional payments on the disposal volume shortfall.  At 
December 31, 2007, the Fund expects to meet its disposal volume target and accordingly is not accruing for 
a shortfall.   

(vii) The Fund has an accrued environmental liability of $10,712 recorded in landfill closure and post-closure 
costs on the consolidated balance sheet, related principally to an inactive landfill (hereinafter referred to as 

“Tantalo”), which the Fund assumed as part of the IESI acquisition.  The Tantalo environmental liability 
consists of remediation and 30 years of post-closure monitoring totalling approximately $8,400.  The initial 
remediation work commenced in 2004, and the post-closure monitoring commenced in 2007.  Tantalo is a 

26 acre landfill that stopped accepting waste in 1976 and has been identified by the State of New York as an 
“Inactive Hazardous Waste Disposal Site”. During its period of operation, Tantalo received both municipal 
and industrial waste, some of which has been found to exhibit “hazardous” characteristics as defined by the 

U.S. Resource Conservation and Recovery Act.  Past activities at Tantalo have resulted in the release of 
hazardous wastes into the groundwater.  A remediation program has been developed for Tantalo in 
conjunction with the New York State Department of Environmental Conservation. The remediation program 

includes: installation of groundwater barriers, protective liner caps, leachate and gas collection systems, and 
storm-water drainage controls, as well as methods to accelerate the decontamination process.  In addition, 
IESI purchased a “Cleanup Cost Cap Insurance Policy,” with a ten-year policy period, which provides U.S. 

$25,000 of coverage in excess of the remediation portion of the liability.  The total estimated future 
undiscounted remediation costs amounting to $8,732 are included in the Fund’s landfill closure and post-
closure costs at December 31, 2007.   

 
The cost of remediation requires a number of assumptions and estimates which are inherently difficult to 
estimate, and the outcome may differ materially from current estimates.  However, management believes 

that its experience, together with its use of independent engineers and consultants provides a reasonable 
basis for estimating its liability.  As additional information becomes available, estimates are adjusted as 
applicable.  It is possible that technological, regulatory or enforcement developments, the results of 

environmental studies, or other factors could necessitate the recording of additional liabilities which could 
be material.  The estimated environmental remediation liabilities have not been reduced for possible 
recoveries from other potentially responsible third parties. 
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(viii)The Fund is subject to certain lawsuits and other claims arising in the ordinary course of business.  The 

outcome of these matters is subject to future resolution.  Management's evaluation and analysis of such 
matters indicates that the resolution thereof will not have a material effect on the Fund’s consolidated 
financial statements. 

 

18. Employee Future Benefits 
 
The net pension expense for the defined contribution and defined benefit pension plans for the year ended 
December 31, 2007 amounted to $1,796 (2006 - $1,611). 

Defined contribution pension plan 

The Fund’s defined contribution pension plan is non-contributory and requires all eligible employees to join the 
plan following one year of service.  

Defined benefit pension plan 

The Fund has 10 active members in its defined benefit pension plan.  Plan assets and the accrued benefit 
obligation were measured at December 31, 2007.  Contributions to the defined benefit pension plan by 
members of the plan are neither required nor permitted and the Fund makes contributions to the plan based on 

the advice of the plan’s actuary.  Subject to applicable provincial legislation, benefits vest after two years of 
continuous employment.  If a member terminates employment for reasons other than death or retirement, the 
member will receive a pension commencing on their normal retirement date, equal to the pension earned at the 

date of termination.   
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An actuarial valuation for funding purposes is performed every three years.  The most recent actuarial valuation 

was completed on December 31, 2006.  Information on the Fund’s defined benefit pension plan is as follows: 

 
December 31

2007 2006

Plan Assets

Fair value of plan assets, beginning of year 654$                     539$                     

Expected return on plan assets 50                         42                         

Employer contributions 42                         43                         

Actuarial (loss) gain (46)                       30                         

Fair value of plan assets, end of year 700$                     654$                     

Accrued Benefit Obligation

Accrued benefit obligation, beginning of year 763$                     641$                     

Current service cost 66                         57                         

Interest cost 43                         37                         

Actuarial (gain) loss (97)                       28                         

Actuarial revision to opening accrued benefit obligations 37                         -                       

Accrued benefit obligation, end of year 812$                     763$                     

Net Benefit Plan Expense

Current service cost 66$                      57$                       

Expected return on plan assets (50)                       (42)                       

Interest cost 43                         37                         

Amortization of transition asset (3)                          (3)                          

Net actuarial losses 21                         10                         

Net benefit plan expense 77$                      59$                       

(Accrued) Prepaid Pension Benefit Expense

Funded status - plan deficit (112)$                   (109)$                    

Unamortized transitional asset (10)                       (13)                       

Unamortized actuarial losses 91                         126                      

(Accrued) prepaid pension benefit expense, end of year (31)$                     4$                          

 
The significant actuarial assumptions are as follows: 

December 31

2007 2006

Discount rate 5.0% 5.0%

Expected long-term rate of return on plan assets 7.5% 7.5%

Rate of compensation increase 4.5% 4.0%

Average remaining service period of active employees, in years 7.8                         12.3                       
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19. Financial Instruments 
 

Risk management objectives 

The Fund’s financial risk management objective is to mitigate risk exposures to a level consistent with its risk 
tolerance.  Derivative financial instruments are evaluated against the exposures they are expected to mitigate 

and the selection of a derivative financial instrument may not increase the net exposure of the Fund to risk.  
Derivative financial instruments may expose the Fund to other types of risk, which may include, but is not 
limited to, credit risk.  The exposure to other types of risk is evaluated against the selected derivative financial 

instrument and is subject to a cost versus benefit review and analysis.  The Fund’s use of derivative financial 
instruments for speculative or trading purposes is prohibited and the value of the derivative financial instrument 
cannot exceed the risk exposure of the underlying asset, liability or cash flow it expects to mitigate.   

 
The Fund has identified interest rate, foreign currency exchange rate and commodity price fluctuations as areas 
of risk exposure which are not influenced by the Fund’s normal course operations.  Accordingly, the Fund uses 

the following derivative financial instruments to mitigate its identified risks: interest rate swaps, used to fix a 
portion of the floating component of the Fund’s U.S. term loan and revolving credit facility, single rate foreign 
currency hedge agreements, used to mitigate the effect of changes in the U.S./Canadian foreign currency 

exchange rate, and commodity price hedges for OCC. 
 

Exposure risks 

As a condition of borrowing, the Fund is required to enter into and maintain interest rate swaps, on a fixed rate 
basis, for not less than 40% of total funded debt on its U.S. long-term debt facility.  The U.S. term loan and 

revolving credit facility are secured by a first priority perfected security interest over all assets of IESI and its 
subsidiaries and includes all of the equity interests of IESI’s direct and indirect subsidiaries and all of IESI’s 
common shares.  The Fund has entered into interest rate swaps with various financial institutions, details of 

which are as follows:  
 

Interest rate swaps at December 31, 2007

Amount (stated 

in thousands of 

U.S. dollars) Maturity Rate

25,000$             January 21, 2009 3.57%

25,000               January 21, 2009 3.47%

25,000               January 21, 2009 3.60%

2,000                 March 30, 2009 4.98%

75,000               October 4, 2010 4.72%

25,000               October 2, 2011 4.73%

50,000               October 3, 2011 4.79%

35,000               October 2, 2012 4.89%

262,000$           

 

All interest rate swaps are subject to a bank margin ranging from 1.75% to 3.50%. 
 
PPS dividends and a portion of the Fund’s Canadian dollar distributions to unitholders are supported by U.S. 

denominated amounts.  The Fund has three single rate hedge agreements with various financial institutions 
through February 2008 to purchase 4,500 Canadian dollars monthly at an average foreign currency exchange 
rate of approximately $1.222.   

 
The Fund is party to an OCC hedge agreement through January 2008 to swap approximately 1.4 short tons 
monthly at a fixed price of eighty-two U.S. dollars per short ton.   
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Pursuant to the terms of the Fund’s Third Amended and Restated Trust Indenture for its debentures, the Fund, at 

its option, may redeem at any time prior to maturity all or any portion of its debentures, subject to certain 
restrictions.  The redemption price is the greater of the debentures’ value calculated using the current 
Government of Canada yield, plus an applicable spread, as defined therein, and the then current principal 

amount outstanding, plus accrued interest outstanding in either instance.  The fair value of the redemption 
option, an embedded derivative, is $nil.  The debentures mature on June 26, 2009 and 2014.   
 

The Fund has not designated any of its derivatives in a hedge accounting relationship.  Accordingly, changes in 
the fair value of these derivatives, non-cash items, are recorded in the consolidated statement of operations and 
comprehensive (loss) income as a net loss or gain on financial instruments.  The fair value of derivatives is 

recorded in other assets and other liabilities on the consolidated balance sheet. 
 

Interest rate price and cash flow risk 

The Fund has various financial instruments which are exposed to interest rate price and cash flow risk, as follows: 
 
The Fund’s debentures and a portion of the Fund’s U.S. term loan bear interest at fixed rates of interest and are 

subject to interest rate price risk.  Although fluctuations in the variable interest rate have no effect on the Fund’s 
current interest expense on long-term debt, the Fund is exposed to interest rate price risk on renegotiation of its 
fixed interest rate instruments.  The Fund is also subject to interest rate price risk on other receivables.   

 
A portion of the Fund’s term loan, its two revolving credit facilities, and its IRBs are subject to interest rate cash 
flow risk.  An increase or decrease in the underlying variable interest rate results in a corresponding increase or 

decrease to interest expense on long-term debt.  The Fund is also subject to interest rate cash flow risk on 
funded landfill post-closure costs.  Funded landfill post-closure costs are invested in interest rate sensitive short-
term investments.  An increase or decrease in the return on invested amounts results in either a decrease or 

increase in the Fund’s funding obligation. 

 

Credit risk  

The Fund is subject to credit risk on various financial instruments.  The Fund’s maximum exposure to credit risk 
on its interest rate swaps, foreign currency exchange agreements and hedge agreements for OCC is equal to the 

fair value of the respective financial instruments included in other assets or other liabilities on the Fund’s 
consolidated balance sheet (Note 8).   
 

The Fund is subject to credit risk from its exposure to a single customer in the U.S. which accounts for 
approximately 6.0% of the Fund’s accounts receivable at December 31, 2007 (December 31, 2006 – 13.8%).  The 
Fund is also subject to credit risk from exposure to its syndicated lenders who are party to the Fund’s long-term 

debt facilities.  The Fund does not consider these exposures to be significant. 
 

Estimated fair value 

The carrying value of accounts receivable, due from non-controlling interest, accounts payable, and accrued 
charges approximates fair value due to the relatively short-term maturities of these instruments.  Cash and cash 

equivalents, funded landfill post-closure costs and derivative and embedded derivative financial instruments are 
recorded on the consolidated balance sheet at fair value. 
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At December 31, 2007, the estimated fair value of the direct finance lease receivables applying an interest rate 

consistent with the credit quality of the instrument is $1,321 (2006 - $2,671), compared to the carrying amount 
of $1,218 (2006 - $2,469). 
 

At December 31, 2007, the estimated fair value of long-term finance receivables applying an interest rate 
consistent with the credit quality of the instrument is $nil (2006 - $714), compared to the carrying amount of $nil 
(2006 - $735). 

 
At December 31, 2007, the debentures estimated fair value is approximately $120,000 (2006 - $119,000) 
compared to the carrying amount of $105,000 (2006 - $105,000). 

 
At December 31, 2007, the estimated fair value of long-term debt bearing interest at variable rates approximates 
its carrying amount.  

 

Fair value methods and assumptions 

Financial assets and liabilities recorded at fair value and included in other assets and other liabilities on the 

Fund’s consolidated balance sheet are as follows: cash and cash equivalents, funded landfill post-closure costs, 
interest rate swaps, foreign currency exchange agreements, and OCC hedges.  Statements of cash and cash 
equivalents are supplied by the Fund’s financial institutions and reflect current cash balances and quoted market 

prices, respectively.  Deposits made to the social utility trust, and recorded as funded landfill post-closure costs 
on the consolidated balance sheet, are invested by the social utility trust trustee.  Statements of invested 
amounts are supplied to the Fund by the social utility trust trustee and are prepared from quoted market prices 

for the underlying investments.  The fair value of interest rate swaps, foreign currency exchange agreements and 
OCC hedges are prepared by third parties applying valuation techniques and using market inputs.   
 

The total change in the fair value of financial assets and liabilities, recorded in the Fund’s consolidated statement 
of operations and comprehensive (loss) income as net loss on financial instruments for the year ended 
December 31, 2007, amounts to $9,384 (2006 – $3,363), in aggregate.  The total change is comprised of the 

following fair value changes: funded landfill post-closure costs ($176) (2006 - $nil), interest rate swaps $8,290 
(2006 – $nil), foreign currency exchange agreements $1,149 (2006 – $2,946), and OCC hedges $121 (2006 - $417).  
 

The fair value of financial assets and liabilities disclosed in the notes to the consolidated financial statements 
include direct finance leases, long-term finance lease receivables and debentures and are valued applying a 
discount rate adjustment approach.   
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20. Segmented Reporting 
 
The Fund carries on business through three separate geographic segments: Canada, U.S. south and U.S. 
northeast.  The business segments are vertically integrated and principally include landfills and landfill gas to 
energy facilities, collection and disposal of waste and recyclable products, transfer station operations, and 
material recovery facilities.  The geographic location of each business segment limits the volume and amount of 
transactions between each segment. 
 
The accounting policies applied by the business segments are the same as those described in the summary of 
significant accounting policies (Note 2).  U.S. corporate selling, general and administration expenses are 
allocated to the U.S. south and U.S. northeast segments based on various factors, including income before the 
following(1).  The Fund evaluates segment performance based on gross revenues, less operating and selling, 
general and administration expenses. 
 
 

2007 2006

Gross Revenues  

  Canada 336,527$            288,640$             

  U.S. South 314,690              267,121              

  U.S. Northeast 266,140              216,058              

917,357$            771,819$             

Income before the following 
(6)

  Canada 119,718$            101,989$             

  U.S. South 69,624                 53,288                 

  U.S. Northeast 86,193                 80,640                 

275,535$            235,917$             

Amortization 

  Canada 57,538$              56,215$               

  U.S. South 50,561                 45,193                 

  U.S. Northeast 52,907                 46,720                 

161,006$            148,128$             

December 31

 
(6)  Income before the following represents net income before amortization, interest on long-term debt, financing costs, net gain on sale of 

capital assets, net loss on financial instruments, net foreign exchange loss (gain), other expenses, income taxes, and non-controlling 

interest.  

 
December 31, 2007

Canada U.S. South U.S. Northeast Total

Capital assets 144,681$           148,720$           111,499$            404,900$           

Goodwill 61,461$             162,714$           392,359$            616,534$           

Total Assets 505,129$           498,005$           968,078$            1,971,212$       

December 31, 2006

Canada U.S. South U.S. Northeast Total

Capital assets 124,418$             145,409$             52,545$                322,372$             

Goodwill 53,760$               171,307$             256,267$              481,334$             

Total Assets 493,459$             515,768$             757,433$              1,766,660$         
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21. Guarantees 
 
In the normal course of business, the Fund enters into agreements that meet the definition of a guarantee.  The 

Fund’s primary guarantees are as follows: 

The Fund has provided indemnities under lease agreements for the use of various operating facilities.  Under the 

terms of these agreements the Fund agrees to indemnify the counterparties for various items including, but not 
limited to, all liabilities, loss, suits, damage and existence of hazardous substances arising during, on or after the 
term of the agreement.  Changes in environmental laws or in the interpretation thereof may require the Fund to 

compensate the counterparties.  The maximum amount of any potential future payment cannot be reasonably 
estimated. 

Indemnity has been provided to all Trustees and directors and or officers of the Fund and its subsidiaries for 
various items including, but not limited to, all costs to settle suits or actions due to association with the Fund and 
its subsidiaries, subject to certain restrictions.  The Fund has purchased directors’ and officers’ liability insurance 

to mitigate the cost of any potential future suits or actions.  The term of the indemnification is not explicitly 
defined, but is limited to the period over which the indemnified party serves as a Trustee, director or officer of 
the Fund or its subsidiaries.  The maximum amount of any potential future payment cannot be reasonably 

estimated. 

The Fund has received indemnities for the receipt of hazardous, toxic or radioactive wastes or substances and 

the Fund has issued indemnities for the disposal thereof at third party landfills.  Applicable federal, provincial, 
state or local laws and regulations define hazardous, toxic or radioactive wastes or substances.  Changes in 
environmental laws or in the interpretation thereof may require the Fund to compensate or be compensated by 

the counterparties.  The term of the indemnity is not explicitly defined and the maximum amount of any 
potential future reimbursement or payment cannot be reasonably estimated. 

As part of a Host Community Agreement (“HCA”) between the Fund and the Town of Seneca Falls, New York in 
which the Seneca Meadows Landfill is located, the Fund has agreed to guarantee the market value of certain 
homeowners’ properties within a certain distance of the landfill based on a Property Value Protection Program 

(“PVPP”) incorporated into the HCA. Under the PVPP, the Fund would be responsible for the difference between 
the sale value and the hypothetical market value of the homeowners’ properties assuming a previously 
approved expansion of the landfill had not been approved, if any. The Fund does not believe it is possible to 

determine the contingent obligation associated with the PVPP guarantees, but does not believe it would have a 
material effect on the Fund’s financial position or results of operations.  As of December 31, 2007, the Fund has 
not been required to compensate any homeowner under the PVPP.  

In the normal course of business, the Fund has entered into agreements that include indemnities in favour of 
third parties, such as purchase and sale agreements, confidentiality agreements, engagement letters with 

advisors and consultants, outsourcing agreements, leasing contracts, underwriting and agency agreements, 
information technology agreements and service agreements.  These indemnification agreements may require 
the Fund to compensate counterparties for losses incurred by the counterparties as a result of breaches in 

representation and regulations or as a result of litigation claims or statutory sanctions that may be suffered by 
the counterparty as a consequence of the transaction.  The terms of these indemnities are not explicitly defined 
and the maximum amount of any potential reimbursement cannot be reasonably estimated.  
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The nature of these indemnification agreements prevents the Fund from making a reasonable estimate of the 

maximum exposure due to the difficulties in assessing the amount of liability which stems from the 
unpredictability of future events and the unlimited coverage offered to counterparties.  Historically, the Fund 
and its predecessor have not made any significant payments under such or similar indemnification agreements 

and therefore no amount has been accrued in the consolidated balance sheet with respect to these agreements. 

The Fund has been indemnified for various environmental and real property and other matters, including taxes 

and various other items that existed on or prior to June 30, 2000.  The term and potential reimbursement varies 
with the matter indemnified. 

22. Long-term Incentive Plan 
 

Effective January 1, 2003, Holdings entered into a trust (the “Trust”) agreement to establish a long-term incentive 
plan on behalf of certain Canadian employees, officers and directors of Holdings and its subsidiaries.  The 
purpose of the Trust is to receive monies from Holdings and its subsidiaries on behalf of certain Canadian 

employees, officers and directors to purchase units of the Fund in the open market and to hold those units 
acquired for the benefit of its participants.  Units will remain registered in the name of Holdings, the Trustee, or 
its nominee(s), until the units are redeemed, sold or distributed to the participant for whom they are held.  

Distributions received by the Trust are to be distributed to the participants in proportion to their pro-rata 
entitlement.  The Fund’s maximum exposure to loss is limited to its obligation to fund the administration of the 
Trust and its indemnity to Holdings’, officers, directors, employees, agents or unitholders for various items 

including, but not limited to, all costs to settle suits or actions due to association with the Trust, subject to 
certain restrictions.  The risk of fluctuations in the price of the Fund’s trust units is borne by its participants. In 
February 2006, the Fund amended and restated its long-term incentive plan and established a long-term 

incentive plan on behalf of certain U.S. employees, officers and directors of IESI and its subsidiaries.  With the 
exception of changes to the vesting period, the terms of the long-term incentive plan remain principally 
unchanged.  Trust units acquired by the Trust in respect of fiscal year ending December 31, 2004 for the benefit 

of its participants have vested.  Trust units acquired by the Trust in respect of fiscal year ending December 31, 
2005, and thereafter, will vest as follows: one third on the day such trust units are allocated to the participant, 
one third on December 31 of the year such trust units are allocated to the participant, and the balance on 

December 31 of the subsequent year.  Trust units that are forfeited by participants to the long-term incentive 
plan are allocated to the remaining participants in accordance with their proportional entitlement to all of the 
trust units held by the Trust and the Trust will abstain from voting on all matters related to the Fund.  The 

purpose and terms of the U.S. long-term incentive plan are consistent with those outlined for the Fund’s 
amended and restated Canadian plan.  Contributions to the long-term incentive plan are calculated at a rate of 
2.25% of free cash flow available for distribution as presented in management’s discussion and analysis.  

Included in selling, general and administration expenses are $3,809 (2006 - $3,195) of accrued amounts payable 
to the Trust on behalf of certain Canadian and U.S. employees, officers and directors at December 31, 2007.   
 

23. Comparative Financial Statements 
 
Certain prior year amounts have been reclassified to conform to the current year’s presentation. 
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TRUSTEES

Joseph H. Wright
Non-Executive Chairman

Keith A. Carrigan
Vice Chairman

Daniel M. Dickinson
Trustee

Charles F. “Mickey” Flood 4

Trustee

James J. Forese 1

Trustee

Douglas Knight

Daniel R. Milliard 2,3

Trustee

T. Iain Ronald
Director Emeritus

1 Chair of the Audit Committee
2 Chair of the Governance and Nominating Committee
3 Chair of the Compensation Committee
4 Chair of the Environmental, Health and Safety Committee

EXECUTIVE
MANAGEMENT

Keith A. Carrigan
Vice Chairman and Chief Executive Officer

Charles F. “Mickey” Flood
President

Joseph D. Quarin
Executive Vice President and Canadian Chief
Operating Officer

Thomas J. Cowee
Vice President and Chief Financial Officer

SENIOR
MANAGEMENT

Thomas L. Brown
Senior Vice President and Chief Operating Officer, U.S.

Gordon D. Peckham
Senior Vice President and 
Chief Development Officer

Izzie Abrams
Vice President, Business Development and
Government Relations, Canada

Edward L. Apuzzi
Vice President and Regional Manager,
Northeast Region

William Chyfetz
Vice President, General Counsel and Secretary

Thomas S. Fowler
Senior Vice President, General Counsel, U.S.

Howard M. Goldby
Vice President, Engineering and Compliance

Bryan Griesbach
Vice President, Environmental Management Group

John C. Gustafson, Jr.
Vice President and Regional Manager,
Texas Region

William P. M. Herman
Vice President, Finance and Corporate Controller

Martin Irish
Vice President, Ontario and Manitoba, Canada

Stephen T. Moody
Vice President and Corporate Controller, U.S.

Ronald L. Neese
Vice President, Information Systems

Yves Normandin
Vice President, Quebec

Joseph Rajotte
Vice President, British Columbia

Scott Richards
Vice President, Internal Audit

Harold Richardson
Vice President, Alberta

Phillip L. Smith
Vice President and Regional Manager,
South Central Region

CORPORATE
INFORMATION

Head Office 
BFI Canada Income Fund
135 Queens Plate Drive, Suite 300
Toronto, Ontario M9W 6V1
Phone: 416.741.5221
Fax: 416.741.4565

Website: www.bficanada.com

Investor Relations
For further information about BFI Canada Income
Fund or to be placed on the mailing list for
quarterly reports and news releases, please contact:
Chaya Cooperberg
Director, Investor Relations & Corporate
Communications
Phone: 416.401.7729
Email: investorrelations@bficanada.com

Auditors
Deloitte & Touche LLP, Toronto, Ontario

Legal Counsel
Torys LLP, Toronto, Ontario

Stock Exchange Listing
Toronto Stock Exchange Trading Symbol: BFC.UN

Transfer Agent and Registrar
Computershare Trust Company of Canada
100 University Avenue
Toronto, Ontario 
M5J 2Y1

Annual and Special Meeting of Unitholders
Tuesday, May 13, 2008 at 2:00 pm (EST)
The Toronto Board of Trade
1 First Canadian Place
Toronto, ON, M5X 1C1
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By using recycled paper in this Annual Report instead of virgin fibres
paper, we have reduced our ecological footprint by 567 kg of solid

waste, 53,652 litres of water and 1,245 kg of air emissions.



NEW YORK CITY, NY

Addressing the waste management needs of New York City is a full-time job. Not

only is it the epicenter of world commerce, it’s home to millions of residents who

need and deserve responsive and responsible service.

We have proudly served these needs for many years, providing collection and

disposal services to hundreds of storefronts and commercial office buildings,

including the famed Rockefeller Center in Manhattan.  

In 2008, we will also mark our 10th anniversary of service to the New York City

Department of Sanitation, the largest organization of its kind in the world.  

In Brooklyn, New York’s most populous borough with nearly 2.5 million residents,

we help the Department manage its growing residential waste needs with our

transfer stations and disposal facilities. Through our assets, we manage about

1,200 tons of residential and institutional refuse and recyclables for the

Department. 

“Our city moves quickly and with two transfer stations within the borough of

Brooklyn and a landfill in upper New York State, IESI is positioned to keep pace,”

says Mike Mucci, Director, Bureau of Waste Disposal, Department of Sanitation.

“We have had a good working relationship with IESI because they are forward

thinking, helpful, cooperative and very concerned about our city’s needs.”

Michael Mucci Director, Bureau of Waste Disposal

Mary Lyons Payroll Manager, IESI

Patrizia DiSalvo Payroll, IESI




