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PART I.

Item 1.	Financial Statements.

WASTE MANAGEMENT, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In Millions, Except Share and Par Value Amounts)

	
	September 30,
	December 31,
	

	
	
	
	2022
	
	
	2021
	

	
	
	
	(Unaudited)
	
	
	
	

	ASSETS
	
	
	
	
	
	
	

	Current assets:
	
	
	
	
	
	
	

	Cash and cash equivalents
	$
	137
	$
	118
	

	Accounts receivable, net of allowance for doubtful accounts of $26 and $25, respectively
	
	
	2,452
	
	
	2,278
	

	Other receivables, net of allowance for doubtful accounts of $7 and $8, respectively
	
	
	224
	
	
	268
	

	Parts and supplies
	
	
	159
	
	
	135
	

	Other assets
	
	
	292
	
	
	270
	

	Total current assets
	
	
	3,264
	
	
	3,069
	

	Property and equipment, net of accumulated depreciation and amortization of $21,438 and
	
	
	
	
	
	
	

	$20,537, respectively
	
	
	14,742
	
	
	14,419
	

	Goodwill
	
	
	9,092
	
	
	9,028
	

	Other intangible assets, net
	
	
	847
	
	
	898
	

	Restricted funds
	
	
	374
	
	
	348
	

	Investments in unconsolidated entities
	
	
	593
	
	
	432
	

	Other assets
	
	
	929
	
	
	903
	

	Total assets
	
	$
	29,841
	
	$
	29,097
	

	LIABILITIES AND EQUITY
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current liabilities:
	
	
	
	
	
	
	

	Accounts payable
	$
	1,489
	$
	1,375
	

	Accrued liabilities
	
	
	1,496
	
	
	1,428
	

	Deferred revenues
	
	
	591
	
	
	571
	

	Current portion of long-term debt
	
	
	258
	
	
	708
	

	Total current liabilities
	
	
	3,834
	
	
	4,082
	

	Long-term debt, less current portion
	
	
	13,805
	
	
	12,697
	

	Deferred income taxes
	
	
	1,629
	
	
	1,694
	

	Landfill and environmental remediation liabilities
	
	
	2,436
	
	
	2,373
	

	Other liabilities
	
	
	1,125
	
	
	1,125
	

	Total liabilities
	
	
	22,829
	
	
	21,971
	

	Commitments and contingencies (Note 6)
	
	
	
	
	
	
	

	Equity:
	
	
	
	
	
	
	

	Waste Management, Inc. stockholders’ equity:
	
	
	
	
	
	
	

	Common stock, $0.01 par value; 1,500,000,000 shares authorized; 630,282,461 shares issued
	
	
	6
	
	
	6
	

	Additional paid-in capital
	
	
	5,299
	
	
	5,169
	

	Retained earnings
	
	
	12,933
	
	
	12,004
	

	Accumulated other comprehensive income (loss)
	
	
	(92)
	
	
	17
	

	Treasury stock at cost, 219,742,939 and 214,158,636 shares, respectively
	
	
	(11,136)
	
	
	(10,072)
	

	Total Waste Management, Inc. stockholders’ equity
	
	
	7,010
	
	
	7,124
	

	Noncontrolling interests
	
	
	2
	
	
	2
	

	Total equity
	
	
	7,012
	
	
	7,126
	

	Total liabilities and equity
	
	$
	29,841
	
	$
	29,097
	

	
	
	
	
	
	
	
	



See Notes to Condensed Consolidated Financial Statements.
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WASTE MANAGEMENT, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (In Millions, Except per Share Amounts) (Unaudited)

	
	
	
	
	Three Months Ended
	
	
	
	Nine Months Ended
	

	
	
	
	
	September 30,
	
	
	
	September 30,
	

	
	
	
	
	2022
	
	
	
	
	2021
	
	
	
	
	2022
	
	
	
	
	2021
	

	Operating revenues
	
	
	$
	5,075
	
	
	
	$
	4,665
	
	
	
	$
	14,763
	
	
	
	$
	13,253
	

	Costs and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating
	
	
	
	3,156
	
	
	
	
	2,906
	
	
	
	
	9,201
	
	
	
	
	8,156
	

	Selling, general and administrative
	
	
	
	473
	
	
	
	
	469
	
	
	
	
	1,451
	
	
	
	
	1,372
	

	Depreciation and amortization
	
	
	
	503
	
	
	
	
	517
	
	
	
	
	1,493
	
	
	
	
	1,489
	

	Restructuring
	
	
	
	1
	
	
	
	
	1
	
	
	
	
	1
	
	
	
	
	6
	

	(Gain) loss from divestitures, asset impairments and unusual items, net
	
	
	
	—
	
	
	
	(34)
	
	
	
	17
	
	
	
	
	(17)
	

	
	
	
	
	4,133
	
	
	
	
	3,859
	
	
	
	
	12,163
	
	
	
	
	11,006
	

	Income from operations
	
	
	
	942
	
	
	
	
	806
	
	
	
	
	2,600
	
	
	
	
	2,247
	

	Other income (expense):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest expense, net
	
	
	
	(91)
	
	
	
	(87)
	
	
	
	(269)
	
	
	
	(282)
	

	Loss on early extinguishment of debt
	
	
	
	—
	
	
	
	—
	
	
	
	—
	
	
	
	(220)
	

	Equity in net losses of unconsolidated entities
	
	
	
	(17)
	
	
	
	(14)
	
	
	
	(49)
	
	
	
	(34)
	

	Other, net
	
	
	
	(6)
	
	
	
	1
	
	
	
	
	(7)
	
	
	
	(4)
	

	
	
	
	
	(114)
	
	
	
	(100)
	
	
	
	(325)
	
	
	
	(540)
	

	Income before income taxes
	
	
	
	828
	
	
	
	
	706
	
	
	
	
	2,275
	
	
	
	
	1,707
	

	Income tax expense
	
	
	
	189
	
	
	
	
	167
	
	
	
	
	535
	
	
	
	
	396
	

	Consolidated net income
	
	
	
	639
	
	
	
	
	539
	
	
	
	
	1,740
	
	
	
	
	1,311
	

	Less: Net income (loss) attributable to noncontrolling interests
	
	
	
	—
	
	
	
	1
	
	
	
	
	1
	
	
	
	
	1
	

	Net income attributable to Waste Management, Inc.
	
	
	$
	639
	
	
	
	$
	538
	
	
	
	$
	1,739
	
	
	
	$
	1,310
	

	Basic earnings per common share
	
	
	$
	1.55
	
	
	
	$
	1.28
	
	
	
	$
	4.20
	
	
	
	$
	3.11
	

	Diluted earnings per common share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	$
	1.54
	
	
	
	$
	1.28
	
	
	
	$
	4.18
	
	
	
	$
	3.09
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
	
	
	
	
	

	(In Millions)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Unaudited)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Three Months Ended
	
	
	
	Nine Months Ended
	

	
	
	
	
	September 30,
	
	
	
	September 30,
	

	
	
	
	
	2022
	
	
	
	
	2021
	
	
	
	
	2022
	
	
	
	
	2021
	

	Consolidated net income
	
	$
	639
	
	
	$
	539
	
	
	$
	1,740
	
	
	$
	1,311
	

	Other comprehensive income (loss), net of tax:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Derivative instruments, net
	
	
	
	—
	
	
	
	1
	
	
	
	
	3
	
	
	
	
	8
	

	Available-for-sale securities, net
	
	
	
	(9)
	
	
	
	
	(1)
	
	
	
	
	(29)
	
	
	
	
	(3)
	

	Foreign currency translation adjustments
	
	
	
	(66)
	
	
	
	
	(57)
	
	
	
	
	(83)
	
	
	
	
	(31)
	

	Post-retirement benefit obligations, net
	
	
	
	—
	
	
	
	(1)
	
	
	
	
	—
	
	
	
	(1)
	

	Other comprehensive income (loss), net of tax
	
	
	
	(75)
	
	
	
	
	(58)
	
	
	
	
	(109)
	
	
	
	
	(27)
	

	Comprehensive income
	
	
	
	564
	
	
	
	
	481
	
	
	
	
	1,631
	
	
	
	
	1,284
	

	Less: Comprehensive income (loss) attributable to noncontrolling
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	interests
	
	
	
	—
	
	
	
	1
	
	
	
	
	1
	
	
	
	
	1
	

	Comprehensive income attributable to Waste Management, Inc.
	
	$
	564
	
	
	$
	480
	
	
	$
	1,630
	
	
	$
	1,283
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See Notes to Condensed Consolidated Financial Statements.
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WASTE MANAGEMENT, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Millions)

(Unaudited)

Nine Months Ended
September 30,
	
	
	
	
	2022
	
	
	2021
	

	
	Cash flows from operating activities:
	
	
	
	
	
	
	

	
	Consolidated net income
	$
	1,740
	$
	1,311
	

	
	Adjustments to reconcile consolidated net income to net cash provided by operating activities:
	
	
	
	
	
	
	

	
	Depreciation and amortization
	
	
	1,493
	
	
	1,489
	

	
	Deferred income tax (benefit) expense
	
	
	(53)
	
	
	(91)
	

	
	Interest accretion on landfill and environmental remediation liabilities
	
	
	84
	
	
	82
	

	
	Provision for bad debts
	
	
	36
	
	
	28
	

	
	Equity-based compensation expense
	
	
	71
	
	
	81
	

	
	Net gain on disposal of assets
	
	
	(5)
	
	
	(16)
	

	
	(Gain) loss from divestitures, asset impairments and other, net
	
	
	17
	
	
	(17)
	

	
	Equity in net losses of unconsolidated entities, net of dividends
	
	
	49
	
	
	36
	

	
	Loss on early extinguishment of debt
	
	
	—
	
	
	220
	

	
	Change in operating assets and liabilities, net of effects of acquisitions and divestitures:
	
	
	
	
	
	
	

	
	Receivables
	
	
	(101)
	
	
	(56)
	

	
	Other current assets
	
	
	(47)
	
	
	(35)
	

	
	Other assets
	
	
	19
	
	
	32
	

	
	Accounts payable and accrued liabilities
	
	
	325
	
	
	389
	

	
	Deferred revenues and other liabilities
	
	
	(141)
	
	
	(106)
	

	
	Net cash provided by operating activities
	
	
	3,487
	
	
	3,347
	

	
	Cash flows from investing activities:
	
	
	
	
	
	
	

	
	Acquisitions of businesses, net of cash acquired
	
	
	(207)
	
	
	(11)
	

	
	Capital expenditures
	
	
	(1,725)
	
	
	(1,130)
	

	
	Proceeds from divestitures of businesses and other assets, net of cash divested
	
	
	18
	
	
	70
	

	
	Other, net
	
	
	(122)
	
	
	(35)
	

	
	Net cash used in investing activities
	
	
	(2,036)
	
	
	(1,106)
	

	
	Cash flows from financing activities:
	
	
	
	
	
	
	

	
	New borrowings
	
	
	5,916
	
	
	6,428
	

	
	Debt repayments
	
	
	(5,429)
	
	
	(7,237)
	

	
	Premiums and other paid on early extinguishment of debt
	
	
	—
	
	
	(211)
	

	
	Common stock repurchase program
	
	
	(1,061)
	
	
	(1,000)
	

	
	Cash dividends
	
	
	(811)
	
	
	(730)
	

	
	Exercise of common stock options
	
	
	39
	
	
	60
	

	
	Tax payments associated with equity-based compensation transactions
	
	
	(39)
	
	
	(28)
	

	
	Other, net
	
	
	(6)
	
	
	32
	

	
	Net cash used in financing activities
	
	
	(1,391)
	
	
	(2,686)
	

	
	Effect of exchange rate changes on cash, cash equivalents and restricted cash and cash equivalents
	
	
	(6)
	
	
	2
	

	
	Increase (decrease) in cash, cash equivalents and restricted cash and cash equivalents
	
	
	54
	
	
	(443)
	

	
	Cash, cash equivalents and restricted cash and cash equivalents at beginning of period
	
	
	194
	
	
	648
	

	
	Cash, cash equivalents and restricted cash and cash equivalents at end of period
	
	$
	248
	
	$
	205
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Reconciliation of cash, cash equivalents and restricted cash and cash equivalents at end of period:
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	$
	137
	$
	116
	

	
	Restricted cash and cash equivalents included in other current assets
	
	
	44
	
	
	16
	

	
	Restricted cash and cash equivalents included in restricted funds
	
	
	67
	
	
	73
	

	
	Cash, cash equivalents and restricted cash and cash equivalents at end of period
	
	$
	248
	
	$
	205
	

	
	
	
	
	
	
	
	
	



See Notes to Condensed Consolidated Financial Statements.
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WASTE MANAGEMENT, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(In Millions, Except Shares in Thousands)

(Unaudited)

	
	
	
	
	
	
	
	
	
	
	Waste Management, Inc. Stockholders’ Equity
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	Additional
	
	
	
	Other
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Common Stock
	
	Paid-In
	Retained
	Comprehensive
	Treasury Stock
	Noncontrolling
	

	
	
	
	
	
	Total
	Shares
	Amounts
	
	
	Capital
	Earnings
	Income (Loss)
	Shares
	Amounts
	
	
	Interests
	

	Three Months Ended September 30:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance, June 30, 2022
	$
	7,192
	
	630,282
	
	$
	6
	
	$
	5,257
	
	$ 12,563
	
	$
	(17)
	(217,006)
	$
	(10,619)
	$
	2
	

	Consolidated net income
	
	639
	
	—
	
	—
	
	—
	639
	
	
	—
	—
	
	—
	
	—
	

	Other comprehensive income (loss), net
	
	(75)
	—
	
	—
	
	—
	—
	
	(75)
	—
	
	—
	
	—
	

	
	of tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash dividends declared of $0.65 per
	
	(267)
	—
	
	—
	
	—
	(267)
	
	—
	—
	
	—
	
	—
	

	
	common share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity-based compensation transactions,
	
	62
	
	—
	
	—
	
	42
	
	(2)
	
	—
	494
	
	
	22
	
	
	—
	

	
	net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Common stock repurchase program
	
	(539)
	—
	
	—
	
	—
	—
	
	—
	(3,232)
	
	(539)
	
	—
	

	Other, net
	
	—
	—
	
	—
	
	—
	—
	
	—
	1
	
	
	—
	
	—
	

	Balance, September 30, 2022
	$
	7,012
	
	630,282
	
	$
	6
	
	$
	5,299
	
	$ 12,933
	
	$
	(92)
	
	(219,743)
	
	$
	(11,136)
	
	$
	2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2021
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance, June 30, 2021
	$
	7,354
	
	630,282
	
	$
	6
	
	$
	5,104
	
	$ 11,444
	
	$
	70
	
	(209,467)
	$
	(9,272)
	$
	2
	

	Consolidated net income
	
	539
	
	—
	
	—
	
	—
	538
	
	
	—
	—
	
	—
	
	1
	

	Other comprehensive income (loss), net
	
	(58)
	—
	
	—
	
	—
	—
	
	(58)
	—
	
	—
	
	—
	

	
	of tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash dividends declared of $0.575 per
	
	(241)
	—
	
	—
	
	—
	(241)
	
	—
	—
	
	—
	
	—
	

	
	common share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity-based compensation transactions,
	
	81
	
	—
	
	—
	
	57
	
	(1)
	
	—
	558
	
	
	25
	
	
	—
	

	
	net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Common stock repurchase program
	
	(500)
	—
	
	—
	
	(50)
	—
	
	—
	(3,087)
	
	(450)
	
	—
	

	Other, net
	
	(1)
	—
	
	—
	
	—
	—
	
	—
	—
	
	—
	
	(1)
	

	Balance, September 30, 2021
	$
	7,174
	
	630,282
	
	$
	6
	
	$
	5,111
	
	$ 11,740
	
	$
	12
	
	(211,996)
	
	$
	(9,697)
	
	$
	2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See Notes to Condensed Consolidated Financial Statements.
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WASTE MANAGEMENT, INC.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY ─ (Continued)

(In Millions, Except Shares in Thousands)

(Unaudited)

	
	
	
	
	
	
	
	
	
	
	Waste Management, Inc. Stockholders’ Equity
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	Additional
	
	
	
	Other
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Common Stock
	
	Paid-In
	Retained
	Comprehensive
	Treasury Stock
	Noncontrolling
	

	
	
	
	
	
	Total
	Shares
	Amounts
	
	
	Capital
	Earnings
	Income (Loss)
	Shares
	Amounts
	
	
	Interests
	

	Nine Months Ended September 30:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance, December 31, 2021
	$
	7,126
	
	630,282
	
	$
	6
	
	$
	5,169
	
	$ 12,004
	
	$
	17
	
	(214,159)
	$
	(10,072)
	$
	2
	

	Consolidated net income
	
	1,740
	
	—
	
	—
	
	—
	1,739
	
	
	—
	—
	
	—
	
	1
	

	Other comprehensive income (loss), net of
	
	(109)
	—
	
	—
	
	—
	—
	
	(109)
	—
	
	—
	
	—
	

	
	tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash dividends declared of $1.95 per
	
	(811)
	—
	
	—
	
	—
	(811)
	
	—
	—
	
	—
	
	—
	

	
	common share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity-based compensation transactions, net
	
	130
	
	—
	
	—
	
	60
	
	1
	
	
	—
	1,497
	
	
	69
	
	
	—
	

	Common stock repurchase program
	
	(1,063)
	—
	
	—
	
	70
	
	—
	
	—
	(7,084)
	
	(1,133)
	
	—
	

	Other, net
	
	(1)
	—
	
	—
	
	—
	—
	
	—
	3
	
	
	—
	
	(1)
	

	Balance, September 30, 2022
	$
	7,012
	
	630,282
	
	$
	6
	
	$
	5,299
	
	$ 12,933
	
	$
	(92)
	
	(219,743)
	
	$
	(11,136)
	
	$
	2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2021
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance, December 31, 2020
	$
	7,454
	
	630,282
	
	$
	6
	
	$
	5,129
	
	$ 11,159
	
	$
	39
	
	(207,481)
	$
	(8,881)
	$
	2
	

	Consolidated net income
	
	1,311
	
	—
	
	—
	
	—
	1,310
	
	
	—
	—
	
	—
	
	1
	

	Other comprehensive income (loss), net of
	
	(27)
	—
	
	—
	
	—
	—
	
	(27)
	—
	
	—
	
	—
	

	
	tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash dividends declared of $1.725 per
	
	(730)
	—
	
	—
	
	—
	(730)
	
	—
	—
	
	—
	
	—
	

	
	common share
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Equity-based compensation transactions, net
	
	167
	
	—
	
	—
	
	82
	
	1
	
	
	—
	1,957
	
	
	84
	
	
	—
	

	Common stock repurchase program
	
	(1,000)
	—
	
	—
	
	(100)
	—
	
	—
	(6,472)
	
	(900)
	
	—
	

	Other, net
	
	(1)
	—
	
	—
	
	—
	—
	
	—
	—
	
	—
	
	(1)
	

	Balance, September 30, 2021
	$
	7,174
	
	630,282
	
	$
	6
	
	$
	5,111
	
	$ 11,740
	
	$
	12
	
	(211,996)
	
	$
	(9,697)
	
	$
	2
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See Notes to Condensed Consolidated Financial Statements.
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WASTE MANAGEMENT, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)


1.	Basis of Presentation

The financial statements presented in this report represent the consolidation of Waste Management, Inc., a Delaware corporation; its wholly-owned and majority-owned subsidiaries; and certain variable interest entities for which Waste Management, Inc. or its subsidiaries are the primary beneficiaries as described in Note 13. Waste Management, Inc. is a holding company and all operations are conducted by its subsidiaries. When the terms “the Company,” “we,” “us” or “our” are used in this document, those terms refer to Waste Management, Inc., its consolidated subsidiaries and consolidated variable interest entities. When we use the term “WMI,” we are referring only to Waste Management, Inc., the parent holding company.

We are North America’s leading provider of comprehensive environmental solutions, providing services throughout the United States (“U.S.”) and Canada. We partner with our residential, commercial, industrial and municipal customers and the communities we serve to manage and reduce waste at each stage from collection to disposal, while recovering valuable resources and creating clean, renewable energy. Our “Solid Waste” business is operated and managed locally by our subsidiaries that focus on distinct geographic areas and provide collection, transfer, disposal, and recycling and resource recovery services. Through our subsidiaries and our WM Renewable Energy business, we are also a leading developer, operator and owner of landfill gas-to-energy facilities in the U.S. and Canada that produce renewable electricity and renewable natural gas, which is a significant source of fuel for our natural gas fleet.

In 2021, our senior management began evaluating, overseeing and managing the financial performance of our Solid Waste operations through two operating segments. Our East Tier primarily consists of geographic areas located in the Eastern U.S., the Great Lakes region and substantially all of Canada. Our West Tier primarily includes geographic areas located in the Western U.S., including the upper Midwest region, and British Columbia, Canada. Each of our Solid Waste operating segments provides integrated environmental services, including collection, transfer, recycling, and disposal. We finalized the assessment of our segments during the fourth quarter of 2021. The East and West Tiers are presented in this report and constitute our existing Solid Waste business. We also provide additional services that are not managed through our Solid Waste business, which are presented in this report as “Other.” Additional information related to our segments is included in Note 7.

The Condensed Consolidated Financial Statements as of September 30, 2022 and for the three and nine months ended September 30, 2022 and 2021 are unaudited. In the opinion of management, these financial statements include all adjustments, which, unless otherwise disclosed, are of a normal recurring nature, necessary for a fair presentation of the financial position, results of operations, comprehensive income, cash flows, and changes in equity for the periods presented. The results for interim periods are not necessarily indicative of results for the entire year. The financial statements presented herein should be read in conjunction with the financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2021.

In preparing our financial statements, we make numerous estimates and assumptions that affect the accounting for and recognition and disclosure of assets, liabilities, equity, revenues and expenses. We must make these estimates and assumptions because certain information that we use is dependent on future events, cannot be calculated with precision from available data or simply cannot be calculated. In some cases, these estimates are difficult to determine, and we must exercise significant judgment. In preparing our financial statements, the most difficult, subjective and complex estimates and the assumptions that present the greatest amount of uncertainty relate to our accounting for landfills, environmental remediation liabilities, long-lived asset impairments, intangible asset impairments and the fair value of assets and liabilities acquired in business combinations. Actual results could differ materially from the estimates and assumptions that we use in the preparation of our financial statements.

7
[image: ]

WASTE MANAGEMENT, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Revenue Recognition

We generally recognize revenue as services are performed or products are delivered. For example, revenue typically is recognized as waste is collected, tons are received at our landfills or transfer stations, or recycling commodities are collected or delivered as product. We bill for certain services prior to performance. Such services include, among others, certain commercial and residential contracts, and equipment rentals. These advanced billings are included in deferred revenues and recognized as revenue in the period service is provided. Substantially all our deferred revenues during the reported periods are realized as revenues within one to three months of when the related services are performed.

Contract Acquisition Costs

Our incremental direct costs of obtaining a contract, which consist primarily of sales incentives, are generally deferred and amortized to selling, general and administrative expense over the estimated life of the relevant customer relationship, ranging from five to 13 years. Contract acquisition costs that are paid to the customer are deferred and amortized as a reduction in revenue over the contract life. Our contract acquisition costs are classified as current or noncurrent based on the timing of when we expect to recognize amortization and are included in other assets in our Condensed Consolidated Balance Sheets.

As of September 30, 2022 and December 31, 2021, we had $187 million and $175 million, respectively, of deferred contract costs, of which $134 million and $126 million, respectively, was related to deferred sales incentives. During the three and nine months ended September 30, 2022, we amortized $6 million and $18 million of sales incentives to selling, general and administrative expense, respectively. During the three and nine months ended September 30, 2021, we amortized $6 million and $17 million of sales incentives to selling, general and administrative expense, respectively.

Leases

Amounts for our operating lease right-of-use assets are recorded in long-term other assets and the current and long-term portion of our operating lease liabilities are reflected in accrued liabilities and other long-term liabilities, respectively, in our Condensed Consolidated Balance Sheets. Right-of-use assets obtained in exchange for lease obligations for our operating leases for the nine months ended September 30, 2022 and 2021 were $44 million and $57 million, respectively. Amounts for our financing leases are recorded in property and equipment, net of accumulated depreciation, and current or long-term debt in our Condensed Consolidated Balance Sheets, as appropriate.

Concentrations of Credit Risk

Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash and cash equivalents, investments held within our restricted funds, and accounts receivable. We make efforts to control our exposure to credit risk associated with these instruments by (i) placing our assets and other financial interests with a diverse group of credit-worthy financial institutions; (ii) holding high-quality financial instruments while limiting investments in any one instrument and (iii) maintaining strict policies over credit extension that include credit evaluations, credit limits and monitoring procedures, although generally we do not have collateral requirements for credit extensions. We also control our exposure associated with trade receivables by discontinuing service, to the extent allowable, to non-paying customers. However, our overall credit risk associated with trade receivables is limited due to the large number and diversity of customers we serve.

Reclassifications

When necessary, reclassifications have been made to our prior period financial information to conform to the current year presentation and are not material to our consolidated financial statements.
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WASTE MANAGEMENT, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

2. Landfill and Environmental Remediation Liabilities

Liabilities for landfill and environmental remediation costs are presented in the table below (in millions):

	
	
	
	
	September 30, 2022
	
	
	
	
	
	December 31, 2021
	
	
	

	
	
	
	Landfill
	Environmental
	
	Total
	
	
	Landfill
	
	Environmental
	
	Total
	

	
	
	
	
	
	Remediation
	
	
	
	
	
	
	Remediation
	
	
	

	Current (in accrued liabilities)
	
	$
	124
	
	$
	29
	
	$
	153
	
	$
	137
	
	$
	29
	
	$
	166
	

	Long-term
	
	
	2,263
	
	
	173
	
	
	2,436
	
	
	2,189
	
	
	184
	
	
	2,373
	

	
	
	$
	2,387
	
	$
	202
	
	$
	2,589
	
	$
	2,326
	
	$
	213
	
	$
	2,539
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The changes to landfill and environmental remediation liabilities for the nine months ended September 30, 2022 are reflected in the table below (in millions):
	
	
	
	
	Landfill
	
	Environmental
	

	
	
	
	
	
	
	Remediation
	

	
	December 31, 2021
	$
	2,326
	
	$
	213
	

	
	Obligations incurred and capitalized
	
	86
	
	
	—
	

	
	Obligations settled
	
	(83)
	
	
	(18)
	

	
	Interest accretion
	
	81
	
	
	3
	

	
	Revisions in estimates and interest rate assumptions (a) (b)
	
	(15)
	
	
	4
	

	
	Acquisitions, divestitures and other adjustments
	
	(8)
	
	
	—
	

	
	September 30, 2022
	$
	2,387
	
	$
	202
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	



(a) The amount reported for our landfill liabilities includes decreases related to revisions in estimated costs and timing of capping, closure and post-closure liabilities.

(b) The amount reported for our environmental remediation liabilities includes a $17 million charge in our Corporate and Other segment to adjust an indirect wholly-owned subsidiary’s estimated potential share of the liability for a proposed environmental remediation plan at a closed site, as discussed in Note 6. Partially offsetting this charge was a decrease of $16 million due to an increase from 1.50% at December 31, 2021 to 3.75% at September 30, 2022 in the risk-free discount rate used to measure these liabilities.

At several of our landfills, we provide financial assurance by depositing cash into restricted trust fund accounts for purposes of settling final capping, closure, post-closure and environmental remediation obligations. Generally, these trust fund accounts are established to comply with statutory requirements and operating agreements. See Note 13 for additional information related to these trust fund accounts.
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WASTE MANAGEMENT, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

3. Debt

The following table summarizes the major components of debt as of each balance sheet date (in millions) and provides the maturities and interest rate ranges of each major category as of September 30, 2022:

	
	
	
	September 30,
	
	December 31,

	
	
	
	
	
	2022
	
	
	
	2021

	
	Commercial paper program (weighted average interest rate of 2.1% as of
	
	
	
	
	
	
	

	
	September 30, 2022 and 0.4% as of December 31, 2021)
	$
	840
	
	$
	1,778

	
	Term Loan maturing May 2024, interest rate of 3.8% as of September 30, 2022
	
	
	1,000
	
	
	
	—

	
	Senior notes, maturing through 2050, interest rates ranging from 0.75% to 7.75% (weighted
	
	
	
	
	
	
	

	
	average interest rate of 3.2% as of September 30, 2022 and 3.1% as of December 31, 2021)
	
	
	8,626
	
	
	
	8,126

	
	Canadian senior notes, C$500 million maturing September 2026, interest rate of 2.6%
	
	
	362
	
	
	
	395

	
	Tax-exempt bonds, maturing through 2048, fixed and variable interest rates ranging from
	
	
	
	
	
	
	

	
	0.3% to 4.3% (weighted average interest rate of 2.2% as of September 30, 2022 and 1.4%
	
	
	
	
	
	
	

	
	as of December 31, 2021)
	
	
	2,619
	
	
	
	2,619

	
	Financing leases and other, maturing through 2085, weighted average interest rate of 4.7% as
	
	
	
	
	
	
	

	
	of September 30, 2022 and 4.5% as of December 31, 2021 (a)
	
	
	698
	
	
	
	567

	
	Debt issuance costs, discounts and other
	
	
	(82)
	
	
	
	(80)

	
	
	
	
	
	14,063
	
	
	
	13,405

	
	Current portion of long-term debt
	
	
	258
	
	
	
	708

	
	
	
	
	$
	13,805
	
	
	$
	12,697

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	



(a) Excluding our landfill financing leases, the maturities of our financing leases and other debt obligations extend through 2059.

Debt Classification

As of September 30, 2022, we had approximately $2.2 billion of debt maturing within the next 12 months, including

(i) $839 million of short-term borrowings under our commercial paper program (net of related discount on issuance);

(ii) $625 million of tax-exempt bonds with term interest rate periods that expire within the next 12 months, which is prior to their scheduled maturities; (iii) $500 million of 2.4% senior notes that mature in May 2023 and (iv) $258 million of other debt with scheduled maturities within the next 12 months, including $136 million of tax-exempt bonds. As of September 30, 2022, we have classified $2.0 billion of debt maturing in the next 12 months as long-term because we have the intent and ability to refinance these borrowings on a long-term basis as supported by the forecasted available capacity under our $3.5 billion long-term U.S. and Canadian revolving credit facility (“$3.5 billion revolving credit facility”), as discussed below. The remaining $258 million of debt maturing in the next 12 months is classified as current obligations.

Additionally, as of September 30, 2022, we also had $54 million of variable-rate tax-exempt bonds with long-term scheduled maturities that are supported by letters of credit under our $3.5 billion revolving credit facility. The interest rates on our variable-rate tax-exempt bonds reset on a weekly basis through a remarketing process. All recent variable-rate tax-exempt bond remarketings have been successful at market-driven rates. However, if the remarketing agent is unable to remarket our bonds, the remarketing agent can put the bonds to us. In the event of a failed remarketing, we have the availability under our $3.5 billion revolving credit facility to fund these bonds until they are remarketed successfully. Accordingly, we have classified the $54 million of variable-rate tax-exempt bonds with maturities of more than one year as long-term in our Condensed Consolidated Balance Sheet.
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WASTE MANAGEMENT, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Access to and Utilization of Credit Facilities and Commercial Paper Program

$3.5 Billion Revolving Credit Facility — In May 2022, we amended and restated our $3.5 billion U.S. and Canadian revolving credit facility extending the term through May 2027. The agreement includes a $1.0 billion accordion feature that may be used to increase total capacity in future periods, and we have the option to request up to two one-year extensions. Waste Management of Canada Corporation and WM Quebec Inc., each an indirect wholly-owned subsidiary of WMI, are borrowers under the $3.5 billion revolving credit facility, and the agreement permits borrowing in Canadian dollars up to the U.S. dollar equivalent of $375 million, with such borrowings to be repaid in Canadian dollars. WM Holdings, a wholly-owned subsidiary of WMI, guarantees all the obligations under the $3.5 billion revolving credit facility.

The $3.5 billion revolving credit facility provides us with credit capacity to be used for cash borrowings, to support letters of credit or to support our commercial paper program. The interest rates we pay on outstanding U.S. or Canadian loans are generally based on a secured overnight financing rate administered by the Federal Reserve Bank of New York (“SOFR”) or the Canadian Dollar Offered Rate (“CDOR”), respectively, plus a spread depending on WMI’s senior public debt rating assigned by Moody’s Investors Service, Inc. and Standard and Poor’s Global Ratings. The spread above SOFR or CDOR can range from 0.585% to 1.025% per annum, plus a credit adjustment spread of 0.10% per annum on SOFR-based rates (the “SOFR Credit Adjustment Spread”) to account for the transition from the use of LIBOR to SOFR in such rate calculations. We also pay certain other fees set forth in the $3.5 billion revolving credit facility agreement, including a facility fee based on the aggregate commitment, regardless of usage. As of September 30, 2022, we had no outstanding borrowings under this facility. We had $164 million of letters of credit issued and $839 million of outstanding borrowings (net of related discount on issuance) under our commercial paper program, both supported by the facility, leaving unused and available credit capacity of $2.5 billion as of September 30, 2022.

Pursuant to the terms of the $3.5 billion revolving credit facility, and as a mechanism to align our environmental, social and governance (“ESG”) focus and strategy across external and internal stakeholders, the Company, in consultation with one or more banks selected by the Company to be the sustainability coordinator under the applicable credit agreement (the “Sustainability Coordinator”), has the ability to establish specified key performance indicators (“KPIs”) with respect to certain ESG targets of the Company and its subsidiaries. The Sustainability Coordinator, the Company and the administrative agent may amend the credit agreement, unless such amendment is objected to by banks holding more than 50% of the commitments under such credit agreement, solely for the purpose of incorporating the KPIs so that certain adjustments to the otherwise applicable fees or interest rates may be made based on our performance against the KPIs.

$1.0 Billion, Two-Year, Term Credit Agreement — In May 2022, we entered into a $1.0 billion, two-year, U.S. term credit agreement (“Term Loan”) to be used for general corporate purposes. The interest rate we pay on our outstanding balance is generally based on SOFR, plus a spread depending on WMI’s senior public debt rating assigned by Moody’s Investors Service, Inc. and Standard and Poor’s Global Ratings. The spread above SOFR can range from 0.50% to 0.90% per annum, plus the SOFR Credit Adjustment Spread. As discussed above with respect to our $3.5 billion revolving credit facility, the Term Loan also permits the Company to pursue an amendment of the credit agreement to incorporate certain ESG KPIs and related adjustments to applicable fees or interest rates based on performance against the KPIs. As of September 30, 2022, we had $1.0 billion of outstanding borrowings under our Term Loan. WM Holdings also guarantees all of the obligations under the Term Loan.

Commercial Paper Program — We have a commercial paper program that enables us to borrow funds for up to 397 days at competitive interest rates. The rates we pay for outstanding borrowings are based on the term of the notes. The commercial paper program is fully supported by our $3.5 billion revolving credit facility. As of September 30, 2022, we had $839 million of outstanding borrowings (net of related discount on issuance) under our commercial paper program.

Other Letter of Credit Lines — As of September 30, 2022, we had utilized $761 million of other uncommitted letter of credit lines with terms maturing through April 2024.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Debt Borrowings and Repayments

Commercial Paper Program — During the nine months ended September 30, 2022, we made cash repayments of $4.9 billion, which were partially offset by $3.9 billion of cash borrowings (net of related discount on issuance).

Term Loan — In May 2022, we borrowed $1.0 billion under our Term Loan to be used for general corporate purposes.

Senior Notes — In May 2022, WMI issued $1.0 billion of 4.15% senior notes due April 15, 2032, the net proceeds of which were $992 million. We used the net proceeds to redeem our $500 million of 2.9% senior notes due September 2022 in advance of their scheduled maturity, to repay a portion of outstanding borrowings under our commercial paper program and for general corporate purposes.

Financing Leases and Other — The increase in our financing leases and other debt obligations during the nine months ended September 30, 2022 is primarily related to our new federal low-income housing investment discussed in Note 4, which increased our debt obligations by $183 million. The increase in our debt obligations was partially offset by $65 million of cash repayments of debt at maturity.

4. Income Taxes

Our effective income tax rate was 22.8% and 23.5% for the three and nine months ended September 30, 2022, respectively, compared with 23.7% and 23.2% for the three and nine months ended September 30, 2021, respectively.

The decrease in our effective income tax rate when comparing the three months ended September 30, 2022 and 2021 was primarily driven by an unfavorable adjustment to accruals and related deferred taxes in 2021 due to a change from our initial expectations of the tax effects of our acquisition of Advanced Disposal Services, Inc. (“Advanced Disposal”) and related divestitures. The decrease was offset in part by the divestiture of certain non-strategic Canadian operations in 2021, which was not taxable and did not reoccur in the current period, and an increase in pre-tax income in 2022 resulting in a reduced rate benefit from federal tax credits.

The increase in our effective income tax rate when comparing the nine months ended September 30, 2022 and 2021 was primarily driven by an increase in pre-tax income in 2022 resulting in a reduced rate benefit from federal tax credits.

We evaluate our effective income tax rate at each interim period and adjust it as facts and circumstances warrant.

Investments Qualifying for Federal Tax Credits — We have significant financial interests in entities established to invest in and manage low-income housing properties. In February 2022, we acquired an additional noncontrolling interest in a limited liability company established to invest in and manage low-income housing properties. Total consideration for this investment is expected to be $253 million, comprised of a $183 million note payable discussed in Note 3, an initial cash payment of $28 million and $42 million of interest payments expected to be paid over the life of the investment. At the time of the investment, we increased our investments in unconsolidated entities in our Condensed Consolidated Balance Sheet by $211 million, representing the principal balance of the note and the initial cash investment. We support the operations of these entities in exchange for a pro-rata share of the tax credits they generate. The low-income housing investments qualify for federal tax credits that we expect to realize through 2033 under Section 42 or Section 45D of the Internal Revenue Code.

We account for our investments in these entities using the equity method of accounting, recognizing our share of each entity’s results of operations and other reductions in the value of our investments in equity in net losses of unconsolidated entities, within our Condensed Consolidated Statements of Operations. During the three and nine months ended September 30, 2022, we recognized $16 million and $47 million, respectively, of net losses for these investments. We also recognized a reduction in our income tax expense for the three and nine months ended September 30, 2022 of $26 million
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and $74 million, respectively, due to federal tax credits realized from these investments as well as the tax benefits from the pre-tax losses realized. In addition, during the three and nine months ended September 30, 2022, we recognized interest expense of $5 million and $10 million, respectively, associated with our investments in low-income housing properties.

During the three and nine months ended September 30, 2021, we recognized $15 million and $36 million, respectively, of net losses for these investments. We also recognized a reduction in our income tax expense for the three and nine months ended September 30, 2021 of $21 million and $53 million, respectively, due to federal tax credits realized from these investments as well as the tax benefits from the pre-tax losses realized. In addition, during the three and nine months ended September 30, 2021, we recognized interest expense of $2 million and $7 million, respectively, associated with our investments in low-income housing properties. See Note 13 for additional information related to these unconsolidated variable interest entities.

Adjustments to Accruals and Related Deferred Taxes — During the three and nine months ended September 30, 2022, there were immaterial adjustments to accruals and related deferred taxes. During the three and nine months ended September 30, 2021, adjustments to accruals and related deferred taxes increased our income tax expense by $10 million primarily due to a change from our initial expectations of the tax effects of our acquisition of Advanced Disposal and related divestitures.

Tax Implications of Divestitures – During the third quarter of 2021, we recognized a pre-tax gain from the recognition of cumulative translation adjustments on the divestiture of certain non-strategic Canadian operations. This gain was not taxable, which benefited our effective income tax rate for the three and nine months ended September 30, 2021. See Note 9 for further discussion.

Equity-Based Compensation – During the three and nine months ended September 30, 2022, we recognized a reduction in income tax expense of $5 million and $17 million, respectively, for excess tax benefits related to the vesting or exercise of equity-based compensation awards compared with $5 million and $16 million, respectively, for the comparable prior year periods.

Tax Legislation – The Inflation Reduction Act of 2022 (“IRA”) was signed into law by President Biden on August 16, 2022 and contains a number of tax-related provisions. We are in the process of evaluating the IRA and identifying all potential impacts that may be applicable.

5. Earnings Per Share

Basic and diluted earnings per share were computed using the following common share data (shares in millions):

	
	Three Months Ended
	Nine Months Ended
	

	
	September 30,
	September 30,
	

	
	2022
	
	2021
	
	2022
	
	2021
	

	Number of common shares outstanding at end of period
	410.5
	
	418.3
	
	410.5
	
	418.3
	

	Effect of using weighted average common shares outstanding
	1.5
	
	1.2
	
	3.5
	
	3.0
	

	Weighted average basic common shares outstanding
	412.0
	
	419.5
	
	414.0
	
	421.3
	

	Dilutive effect of equity-based compensation awards and other contingently
	
	
	
	
	
	
	
	

	issuable shares
	2.3
	
	2.5
	
	2.2
	
	2.3
	

	Weighted average diluted common shares outstanding
	414.3
	
	422.0
	
	416.2
	
	423.6
	

	Potentially issuable shares
	
	
	
	
	
	
	
	

	
	5.3
	
	5.8
	
	5.3
	
	5.8
	

	Number of anti-dilutive potentially issuable shares excluded from diluted
	
	
	
	
	
	
	
	

	common shares outstanding
	0.6
	
	0.6
	
	1.2
	
	0.6
	



Refer to the Condensed Consolidated Statements of Operations for net income attributable to Waste Management, Inc.
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6. Commitments and Contingencies

Financial Instruments — We have obtained letters of credit, surety bonds and insurance policies and have established trust funds and issued financial guarantees to support tax-exempt bonds, contracts, performance of landfill final capping, closure and post-closure requirements, environmental remediation and other obligations. Letters of credit generally are supported by our $3.5 billion revolving credit facility and other credit lines established for that purpose. These facilities are discussed further in Note 3. Surety bonds and insurance policies are supported by (i) a diverse group of third-party surety and insurance companies; (ii) an entity in which we have a noncontrolling financial interest or (iii) a wholly-owned insurance captive, the sole business of which is to issue surety bonds and/or insurance policies on our behalf.

Management does not expect that any claims against or draws on these instruments would have a material adverse effect on our financial condition, results of operations or cash flows. We have not experienced any unmanageable difficulty in obtaining the required financial assurance instruments for our current operations. In an ongoing effort to mitigate risks of future cost increases and reductions in available capacity, we continue to evaluate various options to access cost-effective sources of financial assurance.

Insurance — We carry insurance coverage for protection of our assets and operations from certain risks including general liability, automobile liability, workers’ compensation, real and personal property, directors’ and officers’ liability, pollution legal liability, cyber incident liability and other coverages we believe are customary to the industry. Our exposure to loss for insurance claims is generally limited to the per incident deductible under the related insurance policy and any amounts that exceed our insured limits. Our exposure could increase if our insurers are unable to meet their commitments on a timely basis.

We have retained a significant portion of the risks related to our health and welfare, general liability, automobile liability and workers’ compensation claims programs. “General liability” refers to the self-insured portion of specific third-party claims made against us that may be covered under our commercial general liability insurance policy. For our self-insured portions, the exposure for unpaid claims and associated expenses, including incurred but not reported losses, is based on an actuarial valuation or internal estimates. The accruals for these liabilities could be revised if future occurrences or loss development significantly differ from such valuations and estimates. We use a wholly-owned insurance captive to insure the deductibles for our general liability, automobile liability and workers’ compensation claims programs.

We do not expect the impact of any known casualty, property, environmental or other contingency to have a material impact on our financial condition, results of operations or cash flows.

Guarantees — In the ordinary course of our business, WMI and WM Holdings enter into guarantee agreements associated with their subsidiaries’ operations. Additionally, WMI and WM Holdings have each guaranteed all of the senior debt of the other entity. No additional liabilities have been recorded for these intercompany guarantees because all of the underlying obligations are reflected in our Condensed Consolidated Balance Sheets.

As of September 30, 2022, we have guaranteed the obligations and certain performance requirements of third parties in connection with both consolidated and unconsolidated entities, including guarantees to cover the difference, if any, between the sale value and the guaranteed market or contractually-determined value of certain homeowner’s properties that are adjacent to or near 17 of our landfills. We have also agreed to indemnify certain third-party purchasers against liabilities associated with divested operations prior to such sale. We do not believe that these contingent obligations will have a material adverse effect on the Company’s financial condition, results of operations or cash flows.

Environmental Matters — A significant portion of our operating costs and capital expenditures could be characterized as costs of environmental protection. The nature of our operations, particularly with respect to the construction, operation and maintenance of our landfills, subjects us to an array of laws and regulations relating to the protection of the
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environment. Under current laws and regulations, we may have liabilities for environmental damage caused by our operations, or for damage caused by conditions that existed before we acquired a site. In addition to remediation activity required by state or local authorities, such liabilities include potentially responsible party (“PRP”) investigations. The costs associated with these liabilities can include settlements, certain legal and consultant fees, as well as incremental internal and external costs directly associated with site investigation and clean-up.

Estimating our degree of responsibility for remediation is inherently difficult. We recognize and accrue for an estimated remediation liability when we determine that such liability is both probable and reasonably estimable. Determining the method and ultimate cost of remediation requires that a number of assumptions be made. There can sometimes be a range of reasonable estimates of the costs associated with the likely site remediation alternatives identified in the environmental impact investigation. In these cases, we use the amount within the range that is our best estimate. If no amount within a range appears to be a better estimate than any other, we use the amount that is the low end of such range. If we used the high ends of such ranges, our aggregate potential liability would be approximately $140 million higher than the $202 million recorded in the Condensed Consolidated Balance Sheet as of September 30, 2022. Our ultimate responsibility may differ materially from current estimates. It is possible that technological, regulatory or enforcement developments, the results of environmental studies, the inability to identify other PRPs, the inability of other PRPs to contribute to the settlements of such liabilities, or other factors could require us to record additional liabilities. Our ongoing review of our remediation liabilities, in light of relevant internal and external facts and circumstances, could result in revisions to our accruals that could cause upward or downward adjustments to our balance sheet and income from operations. These adjustments could be material in any given period.

As of September 30, 2022, we have been notified by the government that we are a PRP in connection with 73 locations listed on the Environmental Protection Agency’s (“EPA’s”) Superfund National Priorities List (“NPL”). Of the 73 sites at which claims have been made against us, 14 are sites we own. Each of the NPL sites we own was initially developed by others as a landfill disposal facility. At each of these facilities, we are working in conjunction with the government to characterize or remediate identified site problems, and we have either agreed with other legally liable parties on an arrangement for sharing the costs of remediation or are working toward a cost-sharing agreement. We generally expect to receive any amounts due from other participating parties at or near the time that we make the remedial expenditures. The other 59 NPL sites, which we do not own, are at various procedural stages under the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended, known as CERCLA or Superfund.

The majority of proceedings involving NPL sites that we do not own are based on allegations that certain of our subsidiaries (or their predecessors) transported hazardous substances to the sites, often prior to our acquisition of these subsidiaries. CERCLA generally provides for liability for those parties owning, operating, transporting to or disposing at the sites. Proceedings arising under Superfund typically involve numerous waste generators and other waste transportation and disposal companies and seek to allocate or recover costs associated with site investigation and remediation, which costs could be substantial and could have a material adverse effect on our consolidated financial statements. At some of the sites at which we have been identified as a PRP, our liability is well defined as a consequence of a governmental decision and an agreement among liable parties as to the share each will pay for implementing that remedy. At other sites, where no remedy has been selected or the liable parties have been unable to agree on an appropriate allocation, our future costs are uncertain.

On October 11, 2017, the EPA issued its Record of Decision (“ROD”) with respect to the previously proposed remediation plan for the San Jacinto River Waste Pits Site in Harris County, Texas. McGinnes Industrial Maintenance Corporation (“MIMC”), a subsidiary of Waste Management of Texas, Inc., operated some of the waste pits from 1965 to 1966 and has been named as a site PRP. In 1998, WMI acquired the stock of the parent entity of MIMC. MIMC has been working with the EPA and other named PRPs as the process of addressing the site proceeds. On April 9, 2018, MIMC and International Paper Company entered into an Administrative Order on Consent agreement with the EPA to develop a remedial design for the EPA’s proposed remedy for the site, and we recorded a liability for MIMC’s estimated potential share of the EPA’s proposed remedy and related costs, although allocation of responsibility among the PRPs for the
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proposed remedy has not been established. MIMC and International Paper Company have continued to work on a remedial design to support the EPA’s proposed remedy; however, design investigations indicate that fundamental changes are required to the proposed remedy and MIMC maintains its prior position that the remedy set forth in the ROD is not the best solution to protect the environment and public health. Due to further increases in the estimated cost of the remedy set forth in the ROD, we recorded an additional liability of $17 million as of March 31, 2022 for MIMC’s estimated potential share of such costs. As of September 30, 2022 and December 31, 2021, the recorded liability for MIMC’s estimated potential share of the EPA’s proposed remedy was $68 million and $53 million, respectively. MIMC’s ultimate liability could be materially different from current estimates and MIMC will continue to engage the EPA regarding its proposed remedy.

Item 103 of the SEC’s Regulation S-K requires disclosure of certain environmental matters when a governmental authority is a party to the proceedings, or such proceedings are known to be contemplated, unless we reasonably believe that the matter will result in no monetary sanctions, or in monetary sanctions, exclusive of interest and costs, below a stated threshold. In accordance with this SEC regulation, the Company uses a threshold of $1 million for purposes of determining whether disclosure of any such environmental proceedings is required. As of the date of this filing, we are not aware of any matters that are required to be disclosed pursuant to this standard.

From time to time, we are also named as defendants in personal injury and property damage lawsuits, including purported class actions, on the basis of having owned, operated or transported waste to a disposal facility that is alleged to have contaminated the environment or, in certain cases, on the basis of having conducted environmental remediation activities at sites. Some of the lawsuits may seek to have us pay the costs of monitoring of allegedly affected sites and health care examinations of allegedly affected persons for a substantial period of time even where no actual damage is proven. While we believe we have meritorious defenses to these lawsuits, the ultimate resolution is often substantially uncertain due to the difficulty of determining the cause, extent and impact of alleged contamination (which may have occurred over a long period of time), the potential for successive groups of complainants to emerge, the diversity of the individual plaintiffs’ circumstances, and the potential contribution or indemnification obligations of co-defendants or other third parties, among other factors. Additionally, we often enter into agreements with landowners imposing obligations on us to meet certain regulatory or contractual conditions upon site closure or upon termination of the agreements. Compliance with these agreements inherently involves subjective determinations and may result in disputes, including litigation.

Litigation — We are subject to various proceedings, lawsuits, disputes and claims arising in the ordinary course of our business. Many of these actions raise complex factual and legal issues and are subject to uncertainties. Actions that have been filed against us, and that may be filed against us in the future, include personal injury, property damage, commercial, customer, and employment-related claims, including purported state and national class action lawsuits related to: alleged environmental contamination, including releases of hazardous material and odors; sales and marketing practices, customer service agreements and prices and fees; and federal and state wage and hour and other laws. The plaintiffs in some actions seek unspecified damages or injunctive relief, or both. These actions are in various procedural stages, and some are covered, in part, by insurance. We currently do not believe that the eventual outcome of any such actions will have a material adverse effect on the Company’s business, financial condition, results of operations or cash flows.

WMI’s charter and bylaws provide that WMI shall indemnify against all liabilities and expenses, and upon request shall advance expenses to any person, who is subject to a pending or threatened proceeding because such person is or was a director or officer of the Company. Such indemnification is required to the maximum extent permitted under Delaware law. Accordingly, the director or officer must execute an undertaking to reimburse the Company for any fees advanced if it is later determined that the director or officer was not permitted to have such fees advanced under Delaware law. Additionally, the Company has direct contractual obligations to provide indemnification to each of the members of WMI’s Board of Directors and each of WMI’s executive officers. The Company may incur substantial expenses in connection with the fulfillment of its advancement of costs and indemnification obligations in connection with actions or proceedings that may be brought against its former or current officers, directors and employees.
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Multiemployer Defined Benefit Pension Plans — About 20% of our workforce is covered by collective bargaining agreements with various local unions across the U.S. and Canada. As a result of some of these agreements, certain of our subsidiaries are participating employers in a number of trustee-managed multiemployer defined benefit pension plans (“Multiemployer Pension Plans”) for the covered employees. In connection with our ongoing renegotiation of various collective bargaining agreements, we may discuss and negotiate for the complete or partial withdrawal from one or more of these Multiemployer Pension Plans. A complete or partial withdrawal from a Multiemployer Pension Plan may also occur if employees covered by a collective bargaining agreement vote to decertify a union from continuing to represent them. Any other circumstance resulting in a decline in Company contributions to a Multiemployer Pension Plan through a reduction in the labor force, whether through attrition over time or through a business event (such as the discontinuation or nonrenewal of a customer contract, the decertification of a union, or relocation, reduction or discontinuance of certain operations) may also trigger a complete or partial withdrawal from one or more of these pension plans.

We do not believe that any future liability relating to our past or current participation in, or withdrawals from, the Multiemployer Pension Plans to which we contribute will have a material adverse effect on our business, financial condition or liquidity. However, liability for future withdrawals could have a material adverse effect on our results of operations or cash flows for a particular reporting period, depending on the number of employees withdrawn and the financial condition of the Multiemployer Pension Plan(s) at the time of such withdrawal(s).

Tax Matters — We participate in the IRS’s Compliance Assurance Process, which means we work with the IRS throughout the year towards resolving any material issues prior to the filing of our annual tax return. Any unresolved issues as of the tax return filing date are subject to routine examination procedures. We are currently in the post-examination and post-appeals phase of the IRS audit for the 2017 tax year and considering the options available to resolve remaining disagreements with the IRS. In addition, we are in the examination phase of IRS audits for the 2021 and 2022 tax years and expect these audits to be completed within the next 18 months. We are also currently undergoing audits by various state and local jurisdictions for tax years that date back to 2014. We maintain a liability for uncertain tax positions, the balance of which management believes is adequate. Results of audit assessments by taxing authorities are not currently expected to have a material adverse effect on our financial condition, results of operations or cash flows.

7. Segment and Related Information

In 2021, our senior management began evaluating, overseeing and managing the financial performance of our Solid Waste operations through two operating segments. Our East Tier primarily consists of geographic areas located in the Eastern U.S., the Great Lakes region and substantially all of Canada. Our West Tier primarily includes geographic areas located in the Western U.S., including the upper Midwest region, and British Columbia, Canada. Each of our Solid Waste operating segments provides integrated environmental services, including collection, transfer, recycling, and disposal. The Company finalized the assessment of our segments during the fourth quarter of 2021. The East and West Tiers are presented in this report and constitute our existing Solid Waste business. This did not result in a change in our reporting units for purposes of evaluating our goodwill. Reclassifications have been made to our prior period consolidated financial information to conform to the current year presentation.

The operating segments not evaluated and overseen through our East and West Tiers are presented herein as “Other” as these operating segments do not meet the criteria to be aggregated with other operating segments and do not meet the quantitative criteria to be separately reported.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Summarized financial information concerning our reportable segments is shown in the following table (in millions):

	
	
	
	
	
	Gross
	Intercompany
	
	Net
	
	Income
	

	
	
	
	
	Operating
	
	Operating
	Operating
	
	from
	

	
	
	
	
	Revenues
	Revenues(d)
	Revenues
	Operations(e)
	

	Three Months Ended September 30:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Solid Waste:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	East Tier
	$
	2,652
	
	$
	(508)
	$
	2,144
	
	$
	616
	
	

	
	West Tier
	
	
	2,620
	
	
	(543)
	
	2,077
	
	
	622
	
	

	
	Solid Waste (a)
	
	
	5,272
	
	
	(1,051)
	
	
	4,221
	
	
	1,238
	
	

	Other (b)
	
	
	912
	
	
	(58)
	
	854
	
	
	—
	
	

	
	
	
	
	
	6,184
	
	
	(1,109)
	
	
	5,075
	
	
	1,238
	
	

	Corporate and Other (c)
	
	
	—
	
	—
	
	—
	
	(296)
	
	

	
	Total
	
	$
	6,184
	
	$
	(1,109)
	
	$
	5,075
	
	$
	942
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2021
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Solid Waste:
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	East Tier
	$
	2,407
	
	$
	(456)
	$
	1,951
	
	$
	550
	
	

	
	West Tier
	
	
	2,429
	
	
	(494)
	
	1,935
	
	
	548
	
	

	
	Solid Waste (a)
	
	
	4,836
	
	
	(950)
	
	
	3,886
	
	
	1,098
	
	

	Other (b)
	
	
	807
	
	
	(28)
	
	779
	
	
	10
	
	

	
	
	
	
	
	5,643
	
	
	(978)
	
	
	4,665
	
	
	1,108
	
	

	Corporate and Other (c)
	
	
	—
	
	—
	
	—
	
	(302)
	
	

	
	Total
	
	$
	5,643
	
	$
	(978)
	
	$
	4,665
	
	$
	806
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	Gross
	Intercompany
	
	Net
	
	Income

	
	
	
	
	Operating
	
	Operating
	Operating
	
	from

	
	
	
	
	Revenues
	Revenues(d)
	Revenues
	Operations(e)

	Nine Months Ended September 30:
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2022
	
	
	
	
	
	
	
	
	
	
	
	
	

	Solid Waste:
	
	
	
	
	
	
	
	
	
	
	

	
	East Tier
	$
	7,644
	
	$
	(1,449)
	$
	6,195
	
	$
	1,728

	
	West Tier
	
	7,638
	
	
	(1,573)
	
	6,065
	
	
	1,779

	
	Solid Waste (a)
	
	15,282
	
	
	(3,022)
	
	
	12,260
	
	
	3,507

	Other (b)
	
	2,670
	
	
	(167)
	
	2,503
	
	
	19

	
	
	
	
	
	17,952
	
	
	(3,189)
	
	
	14,763
	
	
	3,526

	Corporate and Other (c)
	
	—
	
	—
	
	—
	
	(926)

	
	Total
	$
	17,952
	
	$
	(3,189)
	
	$
	14,763
	
	$
	2,600

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2021
	
	
	
	
	
	
	
	
	
	
	
	
	

	Solid Waste:
	
	
	
	
	
	
	
	
	
	
	

	
	East Tier
	$
	6,874
	
	$
	(1,289)
	$
	5,585
	
	$
	1,514

	
	West Tier
	
	6,974
	
	
	(1,424)
	
	5,550
	
	
	1,577

	
	Solid Waste (a)
	
	13,848
	
	
	(2,713)
	
	
	11,135
	
	
	3,091

	Other (b)
	
	2,201
	
	
	(83)
	
	2,118
	
	
	36

	
	
	
	
	
	16,049
	
	
	(2,796)
	
	
	13,253
	
	
	3,127

	Corporate and Other (c)
	
	—
	
	—
	
	—
	
	(880)

	
	Total
	$
	16,049
	
	$
	(2,796)
	
	$
	13,253
	
	$
	2,247

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Income from operations provided by our Solid Waste business is generally indicative of the margins provided by our collection, landfill, transfer and recycling lines of business. From time to time, the operating results of our reportable segments are significantly affected by certain transactions or events that management believes are not indicative or representative of our results.

Income from operations in our Solid Waste business increased primarily due to (i) revenue growth in our collection and disposal businesses driven by both yield and volume and (ii) a $26 million catch-up benefit from the extension of alternative fuel tax credits that was retroactive to January 1, 2022. Our income from operations for the nine months ended September 30, 2022 was favorably impacted by an increase in our recycling line of business as a result of an overall increase in average market prices for recycling commodities during the first half of 2022. These increases were partially offset by (i) inflationary cost pressures; (ii) labor cost increases from frontline employee wage adjustments and (iii) commodity-driven business impacts from higher fuel prices. Additionally, the prior year included a pre-tax net gain from the recognition of cumulative translation adjustments on the divestiture of certain non-strategic Canadian operations in our East Tier segment and a charge due to management’s decision to close a landfill in our West Tier segment earlier than expected, resulting in acceleration of the timing of capping, closure and post-closure activities in the third quarter of 2021.

(b) “Other” includes (i) elements of our Strategic Business Solutions (“WMSBS”) business that are not included in the operations of our reportable segments; (ii) elements of our sustainability business that includes landfill gas-to-energy operations managed by our WM Renewable Energy business, our environmental solutions services and recycling brokerage services and not included in the operations of our reportable segments; (iii) certain other expanded service offerings and solutions and (iv) the results of non-operating entities that provide financial assurance and self-insurance support for our Solid Waste business, net of intercompany activity.

(c) “Corporate and Other” operating results reflect certain costs incurred for various support services that are not allocated to our reportable segments. These support services include, among other things, treasury, legal, digital, tax, insurance, centralized service center processes, other administrative functions and the maintenance of our closed landfills.
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Income from operations for “Corporate and Other” also includes costs associated with our long-term incentive program.

The increase in income from operations from our Corporate and Other segment for the three months ended September 30, 2022, as compared with the prior year period, was primarily driven by (i) lower long-term incentive compensation costs and (ii) lower integration costs from our acquisition of Advanced Disposal. Increased costs to support strategic investments in our digital platform, including those that support our ongoing sustainability initiatives, and increased labor costs from higher annual incentive costs and merit increases, partially offset the three months ended September 30, 2022, and more than offset the nine months ended September 30, 2022, as compared with the prior year periods.

(d) Intercompany operating revenues reflect each segment’s total intercompany sales, including intercompany sales within a segment and between segments. Transactions within and between segments are generally made on a basis intended to reflect the market value of the service.

(e) In the fourth quarter of 2021, we discontinued certain allocations from our Corporate and Other segment to our Solid Waste operating segments and Other segment. Reclassifications have been made to our prior period information for comparability purposes.

The mix of operating revenues from our major lines of business are as follows (in millions):

	
	
	Three Months Ended
	
	Nine Months Ended

	
	
	
	September 30,
	
	September 30,

	
	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	Commercial
	$
	1,392
	
	$
	1,214
	
	$
	4,034
	
	$
	3,523

	Industrial
	
	966
	
	
	829
	
	
	2,744
	
	
	2,383

	Residential
	
	846
	
	
	795
	
	
	2,483
	
	
	2,371

	Other collection
	
	187
	
	
	140
	
	
	521
	
	
	391

	Total collection
	
	3,391
	
	
	2,978
	
	
	9,782
	
	
	8,668

	Landfill
	
	1,197
	
	
	1,100
	
	
	3,442
	
	
	3,090

	Transfer
	
	562
	
	
	550
	
	
	1,602
	
	
	1,547

	Recycling
	
	420
	
	
	464
	
	
	1,341
	
	
	1,203

	Other (a)
	
	614
	
	
	551
	
	
	1,785
	
	
	1,541

	Intercompany (b)
	
	(1,109)
	
	(978)
	
	(3,189)
	
	(2,796)

	Total
	$
	5,075
	
	$
	4,665
	
	$
	14,763
	
	$
	13,253

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



(a) The “Other” line of business includes (i) certain services provided by our WMSBS business; (ii) certain services within our sustainability business, including our landfill gas to energy operations managed by our WM Renewable Energy business, our construction and remediation services and our services associated with the disposal of fly ash and (iii) certain other expanded service offerings and solutions. In addition, our “Other” line of business reflects the results of non-operating entities that provide financial assurance and self-insurance support for our Solid Waste business, net of intercompany activity. Revenue attributable to collection, landfill, transfer and recycling services provided by our “Other” businesses has been reflected as a component of the relevant line of business for purposes of presentation in this table.

(b) Intercompany revenues between lines of business are eliminated in the Condensed Consolidated Financial Statements included within this report.

Fluctuations in our operating results may be caused by many factors, including period-to-period changes in the relative contribution of revenue by each line of business, changes in commodity prices and general economic conditions. Our revenues and income from operations typically reflect seasonal patterns. Our operating revenues tend to be somewhat higher in summer months, primarily due to the higher construction and demolition waste volumes. The volumes of industrial and residential waste in certain regions where we operate also tend to increase during the summer months. Our second and third quarter revenues and results of operations typically reflect these seasonal trends.
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Service disruptions caused by severe storms, extended periods of inclement weather or climate events can significantly affect the operating results of the geographic areas affected. On the other hand, certain destructive weather and climate conditions, such as wildfires in the Western U.S. and hurricanes that most often impact our operations in the Southern and Eastern U.S. during the second half of the year, can increase our revenues in the geographic areas affected as a result of the waste volumes generated by these events. While weather-related and other event-driven special projects can boost revenues through additional work for a limited time, due to significant start-up costs and other factors, such revenue can generate earnings at comparatively lower margins.

8. Acquisitions

During the nine months ended September 30, 2022, we acquired seven businesses primarily related to our Solid Waste business. Total consideration for all acquisitions was $216 million, which included $202 million in cash paid and $14 million of other consideration, primarily purchase price holdbacks. In addition, we paid $5 million of holdbacks, primarily related to prior year acquisitions.

Total consideration for our 2022 acquisitions was primarily allocated to $60 million of property and equipment, $51 million of other intangible assets and $102 million of goodwill. Other intangible assets included $34 million of customer relationships and $17 million of covenants not-to-compete. We remain in the measurement period for most of our acquisitions, therefore further adjustment to our preliminary purchase price allocation may occur. The goodwill was primarily a result of expected synergies from combining the acquired businesses with our existing operations and was tax deductible.

9. Divestitures, Asset Impairments and Unusual Items

For the nine months ended September 30, 2022, we recognized a $17 million charge in the first quarter in our Corporate and Other segment to adjust an indirect wholly-owned subsidiary’s estimated potential share of the liability for a proposed environmental remediation plan at a closed site, as discussed in Note 6.

For the nine months ended September 30, 2021, we recognized net gains of $17 million consisting of (i) an $8 million gain in the first quarter from divestitures of certain ancillary operations in our Other segment and (ii) a $35 million pre-tax gain in the third quarter from the recognition of cumulative translation adjustments on the divestiture of certain non-strategic Canadian operations in our East Tier segment. These gains were partially offset by (i) a $20 million charge pertaining to reserves for loss contingencies in our Corporate and Other segment and (ii) $6 million of asset impairment charges primarily related to our WM Renewable Energy business within our Other segment.


21
[image: ]

WASTE MANAGEMENT, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

10. Accumulated Other Comprehensive Income (Loss)

The changes in the balances of each component of accumulated other comprehensive income (loss), net of tax, which is included as a component of Waste Management, Inc. stockholders’ equity, are as follows (in millions, with amounts in parentheses representing decreases to accumulated other comprehensive income):

	
	
	
	
	Available-
	
	Foreign
	
	Post-
	
	
	

	
	Derivative
	
	
	Currency
	Retirement
	
	
	

	
	
	for-Sale
	Translation
	
	Benefit
	
	Total
	

	
	Instruments
	Securities
	Adjustments
	Obligations
	
	
	

	Balance, December 31, 2021
	$
	—
	
	$
	43
	
	$
	(29)
	
	$
	3
	
	$
	17
	

	Other comprehensive income (loss) before reclassifications, net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	of tax expense (benefit) of $0, $(10), $0 and $0, respectively
	
	—
	
	(29)
	
	(83)
	
	—
	
	(112)
	

	Amounts reclassified from accumulated other comprehensive
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(income) loss, net of tax (expense) benefit of $(1), $0, $0 and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	$0, respectively
	
	3
	
	
	—
	
	—
	
	—
	
	3
	

	Net current period other comprehensive income (loss)
	
	3
	
	
	(29)
	
	
	(83)
	
	
	—
	
	
	(109)
	

	Balance, September 30, 2022
	$
	3
	
	$
	14
	
	$
	(112)
	
	$
	3
	
	$
	(92)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



11. Common Stock Repurchase Program

The Company repurchases shares of its common stock as part of capital allocation programs authorized by our Board of Directors.

In the fourth quarter of 2021, we executed an accelerated share repurchase (“ASR”) agreement to repurchase $350 million of our common stock. At the beginning of the repurchase period, we delivered $350 million in cash and received 1.7 million shares based on a stock price of $160.67. The ASR agreement completed in January 2022, at which time we received 0.4 million additional shares based on a final weighted average price of $160.33.

During the nine months ended September 30, 2022, we entered into and completed three ASR agreements to repurchase $1.0 billion of our common stock, and we received 6.3 million shares based on a final weighted average price of $160.56.

In addition, we also repurchased an additional 0.4 million shares in open market transactions in compliance with Rule 10b5-1 and Rule 10b-18 of the Exchange Act for $63 million, inclusive of per-share commissions, at a weighted average price of $151.30, of which $2 million was paid in October 2022.

As of September 30, 2022, the Company has authorization for $437 million of future share repurchases. Any future share repurchases pursuant to this authorization of our Board of Directors will be made at the discretion of management and will depend on factors similar to those considered by the Board of Directors in making dividend declarations, including our net earnings, financial condition and cash required for future business plans, growth and acquisitions.
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12. Fair Value Measurements

Assets and Liabilities Accounted for at Fair Value

Our assets and liabilities that are measured at fair value on a recurring basis include the following (in millions):

	
	
	September 30,
	December 31,

	
	
	
	2022
	
	
	2021

	Quoted prices in active markets (Level 1):
	
	
	
	
	

	Cash equivalents and money market funds
	$
	119
	
	$
	38

	Equity securities
	
	32
	
	
	25

	Significant other observable inputs (Level 2):
	
	
	
	
	

	Available-for-sale securities (a)
	
	370
	
	
	395

	Significant unobservable inputs (Level 3):
	
	
	
	
	

	Redeemable preferred stock (b)
	
	56
	
	
	49

	Total Assets
	$
	577
	
	$
	507

	
	
	
	
	
	
	

	
	
	
	
	
	
	



(a) Our available-for-sale securities primarily relate to debt securities with maturities over the next ten years.

(b) Our investment, which is classified as an available-for-sale debt security, has been measured based on third-party investors’ recent or pending transactions in these securities, which are considered the best evidence of fair value. When this evidence is not available, we use other valuation techniques as appropriate and available. These valuation methodologies may include transactions in similar instruments, discounted cash flow techniques, third-party appraisals or industry multiples and public company comparable transactions.

See Note 9 for information related to our nonrecurring fair value measurements and the impact of impairments.

Fair Value of Debt

As of September 30, 2022 and December 31, 2021, the carrying value of our debt was $14.1 billion and $13.4 billion, respectively. The estimated fair value of our debt was approximately $12.6 billion and $14.1 billion as of September 30, 2022 and December 31, 2021, respectively. The decrease in the fair value of debt is primarily related to increases in current market rates of our senior notes.

Although we have determined the estimated fair value amounts using available market information and commonly accepted valuation methodologies, considerable judgment is required in interpreting market data to develop the estimates of fair value. Accordingly, our estimates are not necessarily indicative of the amounts that we, or holders of the instruments, could realize in a current market exchange. The use of different assumptions or estimation methodologies could have a material effect on the estimated fair values. The fair value estimates are based on Level 2 inputs of the fair value hierarchy available as of September 30, 2022 and December 31, 2021. These amounts have not been revalued since those dates, and current estimates of fair value could differ significantly from the amounts presented.

13. Variable Interest Entities

Following is a description of our financial interests in unconsolidated and consolidated variable interest entities that we consider significant:

Low-Income Housing Properties

We do not consolidate our investments in entities established to manage low-income housing properties because we are not the primary beneficiary of these entities as we do not have the power to individually direct the activities of these
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entities. Accordingly, we account for these investments under the equity method of accounting. Our aggregate investment balance in these entities was $339 million and $178 million as of September 30, 2022 and December 31, 2021, respectively. The debt balance related to our investments in low-income housing properties was $310 million and $156 million as of September 30, 2022 and December 31, 2021, respectively. Additional information related to these investments is discussed in Note 4.

Trust Funds for Final Capping, Closure, Post-Closure or Environmental Remediation Obligations

Unconsolidated Variable Interest Entities — Trust funds that are established for both the benefit of the Company and the host community in which we operate are not consolidated because we are not the primary beneficiary of these entities as (i) we do not have the power to direct the significant activities of the trusts or (ii) power over the trusts’ significant activities is shared. Our interests in these trusts are accounted for as investments in unconsolidated entities and receivables. These amounts are recorded in other receivables, investments in unconsolidated entities and long-term other assets in our Condensed Consolidated Balance Sheets, as appropriate. We also reflect our share of the unrealized gains and losses on available-for-sale securities held by these trusts as a component of our accumulated other comprehensive income (loss). Our investments and receivables related to these trusts had an aggregate carrying value of $90 million and $110 million as of September 30, 2022 and December 31, 2021, respectively.

Consolidated Variable Interest Entities — Trust funds for which we are the sole beneficiary are consolidated because we are the primary beneficiary. These trust funds are recorded in restricted funds accounts in our Condensed Consolidated Balance Sheets. Unrealized gains and losses on available-for-sale securities held by these trusts are recorded as a component of accumulated other comprehensive income (loss). These trusts had a fair value of $112 million and $117 million as of September 30, 2022 and December 31, 2021, respectively.
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Item 2.	Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with the Condensed Consolidated Financial Statements and notes thereto included under Item 1 and our Consolidated Financial Statements and notes thereto and related Management’s Discussion and Analysis of Financial Condition and Results of Operations included in our Annual Report on Form 10-K for the year ended December 31, 2021.

This Quarterly Report on Form 10-Q contains certain forward-looking statements that are made subject to the safe harbor protections provided by the Private Securities Litigation Reform Act of 1995. Forward-looking statements are often identified by the words, “will,” “may,” “should,” “continue,” “anticipate,” “believe,” “expect,” “plan,” “forecast,” “project,” “estimate,” “intend,” and words of a similar nature and include estimates or projections of financial and other data; comments on expectations relating to future periods; plans or objectives for the future; and statements of opinion, view or belief about current and future events, circumstances or performance. You should view these statements with caution. They are based on the facts and circumstances known to us as of the date the statements are made. These forward looking statements are subject to risks and uncertainties that could cause actual results to be materially different from those set forth in such forward-looking statements, including but not limited to failure to implement our optimization, growth, and cost savings initiatives and overall business strategy; failure to identify acquisition targets, consummate and integrate acquisitions; failure to obtain the results anticipated from acquisitions; environmental and other regulations, including developments related to emerging contaminants, gas emissions and renewable fuel; significant environmental, safety or other incidents resulting in liabilities or brand damage; failure to obtain and maintain necessary permits; failure to attract, hire and retain key team members and a high quality workforce; changes in wage and labor related regulations; significant storms and destructive climate events; public health risk and other impacts of COVID-19 or similar pandemic conditions, including related regulations, resulting in increased costs and social, labor and commercial disruption; macroeconomic pressures and market disruption resulting in labor, supply chain and transportation constraints and inflationary cost pressure; increased competition; pricing actions; commodity price fluctuations; impacts from Russia’s invasion of Ukraine and the resulting geopolitical conflict and international response, including increased risk of cyber incidents and exacerbation of market disruption, inflationary cost pressure and changes in commodity prices, fuel and other energy costs; international trade restrictions; disposal alternatives and waste diversion; declining waste volumes; weakness in general economic conditions and capital markets; adoption of new tax legislation; fuel shortages; failure to develop and protect new technology; failure of technology to perform as expected, including implementation of a new enterprise resource planning and human capital management system; failure to prevent, detect and address cybersecurity incidents or comply with privacy regulations; negative outcomes of litigation or governmental proceedings; decisions or developments that result in impairment charges and other risks discussed in our filings with the SEC, including Part I, Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2021. We assume no obligation to update any forward-looking statement, including financial estimates and forecasts, whether as a result of future events, circumstances or developments or otherwise.

Overview

We are North America’s leading provider of comprehensive environmental solutions, providing services throughout the United States (“U.S.”) and Canada. We partner with our residential, commercial, industrial, and municipal customers and the communities we serve to manage and reduce waste at each stage from collection to disposal, while recovering valuable resources and creating clean, renewable energy. We own or operate the largest network of landfills throughout the U.S. and Canada. In order to make disposal more practical for larger urban markets, where the distance to landfills is typically farther, we manage transfer stations that consolidate, compact and transport waste efficiently and economically. We are also a leading developer, operator and owner of landfill gas-to-energy facilities in the U.S. and Canada that produce renewable electricity and renewable natural gas, which is a significant source of fuel for our natural gas fleet. Additionally, we are a leading recycler in the U.S. and Canada, handling materials that include paper, cardboard, glass, plastic and metal. Our “Solid Waste” business is operated and managed locally by our subsidiaries that focus on distinct geographic areas and provide collection, transfer, disposal, and recycling and resource recovery services.

In 2021, our senior management began evaluating, overseeing, and managing the financial performance of our Solid Waste operations through two operating segments. Our East Tier primarily consists of geographic areas located in the
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Eastern U.S., the Great Lakes region and substantially all of Canada. Our West Tier primarily includes geographic areas located in the Western U.S., including the upper Midwest region, and British Columbia, Canada. Each of our Solid Waste operating segments provides integrated environmental services, including collection, transfer, recycling, and disposal.

Our Solid Waste operating revenues are primarily generated from fees charged for our collection, transfer, disposal, and recycling and resource recovery services, and from sales of commodities by our recycling and landfill gas-to-energy operations. Revenues from our collection operations are influenced by factors such as collection frequency, type of collection equipment furnished, type and volume or weight of the waste collected, distance to the disposal facility or material recovery facility and our disposal costs. Revenues from our landfill operations consist of tipping fees, which are generally based on the type and weight or volume of waste being disposed of at our disposal facilities. Fees charged at transfer stations are generally based on the weight or volume of waste deposited, considering our cost of loading, transporting, and disposing of the solid waste at a disposal site. Recycling revenues generally consist of tipping fees and the sale of recycling commodities to third parties. The fees we charge for our services generally include our environmental, fuel surcharge and regulatory recovery fees which are intended to pass through to customers direct and indirect costs incurred. We also provide additional services that are not managed through our Solid Waste business, described under Results of Operations below.

Strategy

Our fundamental strategy has not changed; we remain dedicated to providing long-term value to our stockholders by successfully executing our core strategy of focused differentiation and continuous improvement. As North America’s leading provider of comprehensive environmental solutions, sustainability and environmental stewardship is embedded in all that we do. We have enabled a people-first, technology-led focus to drive our mission to maximize resource value, while minimizing environmental impact, so that both our economy and our environment can thrive. Our strategy leverages and sustains the strongest asset network in the industry to drive best-in-class customer experience and growth. Our strategic planning processes appropriately consider that the future of our business and the industry can be influenced by changes in economic conditions, the competitive landscape, the regulatory environment, asset and resource availability and technology. We believe that focused differentiation, which is driven by capitalizing on our unique and extensive network of assets, will deliver profitable growth and position us to leverage competitive advantages. Simultaneously, we believe the combination of cost control and investing in automation to improve processes and drive operational efficiency will yield an attractive total cost structure and enhanced service quality. While we continue to improve existing diversion technologies, such as through investments in our recycling operations, we are also evaluating and pursuing emerging diversion technologies that may generate additional value.

Business Environment

The waste industry is a comparatively mature and stable industry. However, customers increasingly expect more of their waste materials to be recovered and those waste streams are becoming more complex. In addition, many state and local governments mandate diversion, recycling and waste reduction at the source and prohibit the disposal of certain types of waste at landfills. We monitor these developments to adapt our service offerings. As companies, individuals and communities look for ways to be more sustainable, we promote our comprehensive services that go beyond our core business of collecting and disposing of waste in order to meet their needs. This includes expanding traditional recycling services, increasing organics collection and processing, and expanding our renewable energy projects to meet the evolving needs of our diverse customer base. As the leading waste management environmental services provider in North America, we are taking big, bold steps to catalyze positive change – change that will impact our Company as well as the communities we serve. Consistent with our Company’s long-standing commitment to sustainability and environmental stewardship, we published our 2022 Sustainability Report providing details on our Environmental, Social and Governance (“ESG”) performance and outlining new 2030 priorities. The Sustainability Report conveys the strong linkage between the Company’s ESG goals and our growth strategy, inclusive of the planned expansion of the Company’s recycling and renewable energy businesses. The information in this report can be found at https://sustainability.wm.com but it does not constitute a part of, and is not incorporated by reference into, this Quarterly Report on Form 10-Q.
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We encounter intense competition from governmental, quasi-governmental and private service providers based on pricing, and to a much lesser extent, the nature of service offerings, particularly in the residential line of business. Our industry is directly affected by changes in general economic factors, including increases and decreases in consumer spending, business expansions and construction activity. These factors generally correlate to volumes of waste generated and impact our revenue. Negative economic conditions and other macroeconomic trends, can and have caused customers to reduce their service needs. Such negative economic conditions, in addition to competitor actions, can impact our strategy to negotiate, renew, or expand service contracts and grow our business. We also encounter competition for acquisitions and growth opportunities. General economic factors and the market for consumer goods, in addition to regulatory developments, can also significantly impact commodity prices for the recyclable materials we sell. Significant components of our operating expenses vary directly as we experience changes in revenue due to volume and a heightened pace of inflation. Volume changes can fluctuate dramatically by line of business and volume changes in higher margin businesses, such as what we saw with COVID-19, can impact key financial metrics. We must dynamically manage our cost structure in response to volume changes and cost inflation.

We believe the Company’s industry-leading asset network and strategic focus on investing in our people and our digital platform will give the Company the necessary tools to address the evolving challenges impacting the Company and our industry. In line with our commitment to continuous improvement and a differentiated customer experience, we remain focused on our automation and optimization investments to enhance our operational efficiency and change the way we interact with our customers. Enhancements made through this initiative are intended to seamlessly and digitally connect all the Company’s functions required to service our customers in order to provide the best experience and service. In late 2021, we began to execute on the next phase of this technology enablement strategy to automate and optimize certain elements of our service delivery model. This next phase will prioritize reduced labor dependency on certain high-turnover jobs, particularly in customer experience, recycling and residential collection. We continue to make these investments to further digitalize our customer self-service and implement technologies to further enhance the safety, reliability and efficiency of our collection operations. Additionally, in 2022, we implemented our new enterprise resource planning systems that will contribute to operational and service excellence by empowering our people through modern, simplified and connected finance, accounting and human capital management platforms.

Certain macroeconomic pressures and market disruption, driven in part by the COVID-19 pandemic and other external events and conditions, including rising inflation and a constrained labor market, intensified during the second half of 2021 and have continued throughout 2022. The constrained labor market has resulted in increased costs for wage adjustments, overtime hours and training new hires to address frontline employee turnover, increased volume, and operational challenges. The COVID-19 pandemic and other external events and conditions have also contributed to significant global supply chain disruption and inflationary pressure for the goods and services we purchase, with a particular impact on our repair and maintenance costs. Supply chain constraints have also caused delayed delivery of fleet, steel containers and other purchases. Aspects of our business rely on third-party transportation providers, and such services have become more limited and expensive. Additionally, demand for recycled material strengthened through 2021 and into early 2022, moderating during the second quarter and began to decline in the third quarter of 2022. Continued significant headwinds are expected for the remainder of the year and into 2023 amid significant price declines resulting from the slowdown in the global economy, which is reducing retail demand and the need for package shipping. We are also currently experiencing margin pressures from commodity-driven business impacts, particularly from higher fuel prices. The extent and duration of the impact of these labor market, supply chain, transportation and recycling challenges are subject to numerous external factors beyond our control, including broader macroeconomic conditions; size, location, and qualifications of the labor pool; wage and price structures; adoption of new or revised regulations; future resurgence in pandemic conditions and restrictions; geopolitical conflicts and responses and supply and demand for recycled materials. As we experience inflationary cost pressures, we focus on our strategic pricing efforts, as well as operating efficiencies and cost controls, to maintain and grow our earnings and cash flow. With these macroeconomic pressures, we remain focused on putting our people first to ensure that they are well positioned to execute our daily operations diligently and safely. We are encouraged by our results in 2022 and remain focused on delivering outstanding customer service, managing our variable costs with changing volumes and investing in technology that will enhance our customers’ experience and reduce our cost to serve.
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Current Quarter Financial Results

During the third quarter of 2022, we delivered strong revenue and income from operations as we continued to experience yield and volume improvement in our collection and disposal business. We remain diligent in offering a competitively profitable service that meets the needs of our customers and are focused on driving operating efficiencies and reducing discretionary spend. We continue to invest in our people through market wage adjustments, investments in our digital platform and training for new team members. Despite the significant downturn in commodity prices for recyclable material, which were caused by overall lower demand and growing supply led by global economic conditions, we remain committed to our investment in recycling automation, which reduces costs and increases throughput, positioning us to overcome commodity price headwinds and deliver a differentiated service. We also continue to make investments in automation and optimization to enhance our operational efficiency and improve labor productivity for all lines of business. During the third quarter of 2022, we allocated $757 million of available cash to capital expenditures, both as a continuing investment in our traditional solid waste business and to support growth in our sustainability asset network. We also allocated $808 million to our shareholders through dividends and common stock repurchases.

Key elements of our financial results for the third quarter include:

· Revenues of $5,075 million, compared with $4,665 million in the prior year period, an increase of $410 million, or 8.8%. The increase is primarily attributable to (i) higher yield in our collection and disposal lines of business;
(ii) increases from our fuel surcharge program and (iii) volume growth. These increases were partially offset by lower average market prices for recycling commodities;

· Operating expenses of $3,156 million, or 62.2% of revenues, compared with $2,906 million, or 62.3% of revenues, in the prior year period. The $250 million increase is primarily attributable to (i) inflationary cost pressures, particularly for maintenance and repairs and subcontractor costs; (ii) commodity-driven business impacts from higher fuel prices and (iii) labor cost pressure from frontline employee wage adjustments. These increases were partially offset by (i) a $26 million catch-up benefit from the extension of alternative fuel tax credits during the quarter that was retroactive to January 1, 2022 and (ii) the commodity-driven business impacts of lower recycling rebates. Operating expense as a percentage of revenue improved in the collection and disposal business as pricing and operating efficiencies worked to overcome inflationary cost pressures. This improvement was largely offset by the impacts of a sharp decline in market prices for recycled commodities;

· Selling, general and administrative expenses were $473 million, or 9.3% of revenues, compared with $469 million, or 10.1% of revenues, in the prior year period. The $4 million increase is primarily attributable to strategic investments in our digital platform, including those that support our ongoing sustainability initiatives;

· Income from operations was $942 million, or 18.6% of revenues, compared with $806 million, or 17.3% of revenues, in the prior year period. The increase in the current quarter was primarily driven by deliberate steps to grow revenue and effectively manage costs through operational efficiencies, which allowed us to overcome inflationary pressures;

· Net income attributable to Waste Management, Inc. was $639 million, or $1.54 per diluted share, compared with $538 million, or $1.28 per diluted share, in the prior year period. With the increase in income from operations, as discussed above, there was also an increase in our income tax expense impacting our net income;

· Net cash provided by operating activities was $1,182 million compared with $1,184 million in the prior year period. Our net cash provided by operating activities was relatively flat when compared to the prior year period, primarily due to higher earnings offset by the effect of increased tax payments and an increase in the number of payroll cycles in the current year period; and

· Free cash flow was $432 million compared with $773 million in the prior year period. The decrease in free cash flow is primarily attributable to (i) an increase in capital spending, primarily driven by our intentional investment in sustainability growth projects as well as timing differences in our fixed asset purchases to support our ongoing operations and (ii) lower proceeds from divestitures of businesses. Free cash flow is a non-GAAP measure of liquidity. Refer to Free Cash Flow below for our definition of free cash flow, additional information about our
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use of this measure, and a reconciliation to net cash provided by operating activities, which is the most comparable GAAP measure.

Results of Operations

Operating Revenues

We evaluate, oversee and manage the financial performance of our Solid Waste business subsidiaries through our East and West Tiers. We also provide additional services that are not managed through our Solid Waste business, including both our Strategic Business Solutions (“WMSBS”) and sustainability businesses, which include landfill gas-to-energy services, environmental solutions services and recycling brokerage services. We also offer certain other expanded service offerings and solutions. The mix of operating revenues from our major lines of business is reflected in the table below (in millions):

	
	
	
	Three Months Ended
	
	
	Nine Months Ended

	
	
	
	
	September 30,
	
	
	September 30,

	
	
	
	
	2022
	2021
	
	
	2022
	
	
	2021

	
	Commercial
	
	$
	1,392
	
	$ 1,214
	
	$
	4,034
	
	$
	3,523

	
	Industrial
	
	
	966
	829
	
	
	2,744
	
	
	2,383

	
	Residential
	
	
	846
	795
	
	
	2,483
	
	
	2,371

	
	Other collection
	
	
	187
	140
	
	
	521
	
	
	391

	
	Total collection
	
	
	3,391
	
	2,978
	
	
	9,782
	
	
	8,668

	
	Landfill
	
	
	1,197
	1,100
	
	
	3,442
	
	
	3,090

	
	Transfer
	
	
	562
	550
	
	
	1,602
	
	
	1,547

	
	Recycling
	
	
	420
	464
	
	
	1,341
	
	
	1,203

	
	Other (a)
	
	
	614
	551
	
	
	1,785
	
	
	1,541

	
	Intercompany (b)
	
	
	(1,109)
	(978)
	
	
	(3,189)
	
	
	(2,796)

	
	Total
	
	$
	5,075
	
	$ 4,665
	
	$
	14,763
	
	$
	13,253

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	



(a) The “Other” line of business includes (i) certain services provided by our WMSBS business; (ii) certain services within our sustainability business, including our landfill gas-to-energy operations managed by our WM Renewable Energy business, our construction and remediation services and our services associated with the disposal of fly ash and (iii) certain other expanded service offerings and solutions. In addition, our “Other” line of business reflects the results of non-operating entities that provide financial assurance and self-insurance support for our Solid Waste business, net of intercompany activity. Revenue attributable to collection, landfill, transfer and recycling services provided by our “Other” businesses has been reflected as a component of the relevant line of business for purposes of presentation in this table.

(b) Intercompany revenues between lines of business are eliminated in the Condensed Consolidated Financial Statements included within this report.
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The following table provides details associated with the period-to-period changes in revenues and average yield (dollars in millions):

	
	
	
	
	
	Period-to-Period Change for the
	
	
	
	Period-to-Period Change for the
	

	
	
	
	
	
	
	Three Months Ended
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	
	

	
	
	
	
	
	September 30, 2022 vs. 2021
	
	
	
	
	September 30, 2022 vs. 2021
	

	
	
	
	
	
	
	As a % of
	
	
	
	As a % of
	
	
	
	
	
	As a % of
	
	
	
	
	As a % of
	
	

	
	
	Amount
	
	Related
	
	
	
	Total
	
	Amount
	
	Related
	
	Amount
	
	Total
	

	
	
	
	Business(a)   Amount
	Company(b)
	
	
	Business(a)
	
	
	Company(b)
	

	Collection and disposal
	
	$
	280
	
	7.1
	%
	
	
	
	
	
	
	
	$
	722
	
	6.3
	%
	
	
	
	
	
	
	

	Recycling (c)
	
	
	
	(54)
	(11.6)
	
	
	
	
	
	
	
	
	
	158
	13.7
	
	
	
	
	
	
	
	

	Fuel surcharges and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	other (d)
	
	
	
	132
	54.0
	
	
	
	
	
	
	
	
	
	375
	57.1
	
	
	
	
	
	
	
	

	Total average yield (e)
	
	
	
	
	$
	358
	
	7.7 %
	
	
	
	
	
	
	$ 1,255
	
	9.5 %
	

	Volume (d)
	
	
	
	
	
	
	
	
	47
	
	
	1.0
	
	
	
	
	
	
	
	
	264
	
	
	2.0
	
	

	Internal revenue growth
	
	
	
	
	
	
	
	
	405
	
	8.7
	
	
	
	
	
	
	
	1,519
	
	11.5
	
	

	Acquisitions
	
	
	
	
	
	
	
	
	15
	
	0.3
	
	
	
	
	
	
	
	20
	
	0.1
	
	

	Divestitures
	
	
	
	
	
	
	
	
	(2)
	
	
	—
	
	
	
	
	
	
	(13)
	
	(0.1)
	
	

	Foreign currency
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	translation
	
	
	
	
	
	
	
	
	(8)
	
	
	(0.2)
	
	
	
	
	
	
	
	
	(16)
	
	
	(0.1)
	
	

	Total
	
	
	
	
	$
	410
	
	8.8 %
	
	
	
	
	
	
	$ 1,510
	
	11.4 %
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Calculated by dividing the increase or decrease for the current year period by the prior year period’s related business revenue adjusted to exclude the impacts of divestitures for the current year period.

(b) Calculated by dividing the increase or decrease for the current year period by the prior year period’s total Company revenue adjusted to exclude the impacts of divestitures for the current year period.

(c) Includes combined impact of commodity price variability and changes in fees.

(d) Beginning in the fourth quarter of 2021, includes changes in our revenue attributable to our WM Renewable Energy business from yield and volume. We have revised our prior year results to conform with the current year presentation.

(e) The amounts reported herein represent the changes in our revenue attributable to average yield for the total Company. The following provides further details about our period-to-period change in revenues:

Average Yield

Collection and Disposal Average Yield — This measure reflects the effect on our revenue from the pricing activities of our collection, transfer and landfill operations, exclusive of volume changes. Revenue growth from collection and disposal average yield includes not only base rate changes and environmental and service fee fluctuations, but also (i) certain average price changes related to the overall mix of services, which are due to the types of services provided; (ii) changes in average price from new and lost business and (iii) price decreases to retain customers.
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The details of our revenue growth from collection and disposal average yield are as follows (dollars in millions):

	
	Period-to-Period Change for the
	
	Period-to-Period Change for the
	

	
	
	Three Months Ended
	
	
	Nine Months Ended
	

	
	
	September 30, 2022 vs. 2021
	
	
	September 30, 2022 vs. 2021
	

	
	
	
	
	As a % of
	
	
	
	
	As a % of
	

	
	
	
	
	Related
	
	
	
	
	Related
	

	
	
	Amount
	
	Business
	
	
	Amount
	
	Business
	

	Commercial
	$
	109
	
	9.8
	%
	$
	284
	
	8.7
	%

	Industrial
	
	86
	11.0
	
	
	221
	9.9
	

	Residential
	
	48
	6.3
	
	
	126
	5.5
	

	Total collection
	
	243
	8.7
	
	
	631
	7.8
	

	Landfill
	
	21
	3.2
	
	
	57
	3.0
	

	Transfer
	
	16
	5.5
	
	
	34
	4.2
	

	Total collection and disposal
	$
	280
	7.1
	%
	$
	722
	6.3
	%

	
	
	
	
	
	
	
	
	
	
	



Our overall strategic pricing efforts are focused on recovering inflationary cost increases we experience in our business by increasing our average unit rate. We continue to experience strong average yield growth in our collection line of business of 8.7% and 7.8% for the three and nine months ended September 30, 2022, respectively, illustrating our focus on our pricing efforts in this inflationary environment. We are also continuing to see growth in our disposal business, with our municipal solid waste experiencing 6.5% and 6.1% average yield growth for the three and nine months ended September 30, 2022, respectively.

Recycling — Recycling revenue decreased $54 million and increased $158 million for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods. Demand for recycled material strengthened through 2021 and into early 2022, moderating during the second quarter and began to decline in the third quarter of 2022. Continued significant headwinds are expected for the remainder of the year and into 2023 amid significant price declines resulting from the slowdown in the global economy, which is reducing retail demand and the need for package shipping. During the third quarter of 2022, average market prices for recycling commodities at the Company’s facilities were approximately 30% lower as compared to the prior year period.

Fuel Surcharges and Other — These fees, which include (i) our fuel surcharge program; (ii) yield from our WM Renewable Energy business and (iii) other mandated fees, increased $132 million and $375 million for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods. Fuel surcharge revenues are based on and fluctuate in response to changes in the national average prices for diesel fuel, and also vary with changes in our volume-based revenue activity. Revenue from our fuel surcharge program increased $123 million and $324 million for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods. Market prices for diesel fuel increased approximately 55% and 60% for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods. Revenue from yield growth in our WM Renewable Energy business increased $8 million and $46 million for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods. This increase was primarily driven by increases in the value for electricity and renewable natural gas. The mandated fees are primarily related to fees and taxes assessed by various state, county and municipal government agencies at our landfills and transfer stations. These amounts have not significantly impacted the change in revenue for the three and nine months ended September 30, 2022, as compared with the prior year periods.

Volume

Our revenues from volumes (excluding volumes from acquisitions and divestitures) increased $47 million, or 1.0%, and $264 million, or 2.0%, for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods. Our collection and disposal business volumes grew 1.4% and 2.5% for the three and nine months ended September 30, 2022, respectively, as compared with the prior year periods.

Our third quarter of 2022 volume growth has moderated when compared to the accelerated volume recovery from COVID-related impacts experienced in the prior year period. Special waste volumes at our landfills have been the most
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significant driver of volume growth, primarily due to an increase in event-driven projects. In addition, our WMSBS business volumes grew as a result of our continued focus on a differentiated service model for national accounts customers.

Operating Expenses

The following table summarizes the major components of our operating expenses (in millions of dollars and as a percentage of revenues):

	
	
	
	Three Months Ended
	
	
	
	Nine Months Ended
	
	

	
	
	
	
	September 30,
	
	
	
	
	September 30,
	
	

	
	
	2022
	
	
	
	2021
	
	
	2022
	
	
	2021
	
	

	Labor and related benefits
	$
	880
	
	17.3 %
	$
	835
	
	17.9 %
	$ 2,563
	
	17.4 %
	$ 2,372
	
	17.9 %

	Transfer and disposal costs
	
	313
	
	6.2
	
	
	300
	
	6.4
	
	909
	
	6.2
	
	872
	
	6.6
	

	Maintenance and repairs
	
	475
	
	9.4
	
	
	414
	
	8.9
	
	1,351
	
	9.1
	
	1,183
	
	8.9
	

	Subcontractor costs
	
	536
	
	10.5
	
	
	466
	
	10.0
	
	1,496
	
	10.1
	
	1,303
	
	9.8
	

	Cost of goods sold
	
	247
	
	4.9
	
	
	263
	
	5.6
	
	778
	
	5.3
	
	655
	
	5.0
	

	Fuel
	
	132
	
	2.6
	
	
	101
	
	2.2
	
	438
	
	3.0
	
	282
	
	2.1
	

	Disposal and franchise fees and taxes
	
	188
	
	3.7
	
	
	183
	
	3.9
	
	545
	
	3.7
	
	516
	
	3.9
	

	Landfill operating costs
	
	100
	
	2.0
	
	
	105
	
	2.2
	
	303
	
	2.0
	
	308
	
	2.3
	

	Risk management
	
	89
	
	1.7
	
	
	88
	
	1.9
	
	269
	
	1.8
	
	242
	
	1.8
	

	Other
	
	196
	
	3.9
	
	
	151
	
	3.3
	
	549
	
	3.7
	
	423
	
	3.2
	

	
	$
	3,156
	
	62.2 %
	$
	2,906
	
	62.3 %
	$ 9,201
	
	62.3 %
	$ 8,156
	
	61.5 %

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Our operating expenses increased primarily due to (i) inflationary cost pressures, particularly for maintenance and repairs and subcontractor costs; (ii) commodity-driven business impacts from higher fuel prices and (iii) labor cost pressure from frontline employee wage adjustments. These increases were partially offset in the third quarter of 2022 by (i) a $26 million catch-up benefit from the extension of alternative fuel tax credits that was retroactive to January 1, 2022 and

(ii) commodity-driven business impacts from lower recycling rebates. For the nine months ended September 30, 2022, as compared with the prior year period, commodity-driven business impacts from higher recycling rebates in the first half of 2022 more than offset the decrease in the third quarter of 2022. We also continue to focus on operating efficiency and efforts to control costs.

Significant items affecting the comparison of operating expenses for the reported periods include:

Labor and Related Benefits — The increase in labor and related benefits costs was largely driven by (i) proactive market wage adjustments to hire and retain talent; (ii) merit increases and annual incentive compensation costs and
(iii) increases in health and welfare costs attributable to our intentional investment in delivering a leading benefits program for our employees and increases in medical care activity.

Transfer and Disposal Costs — The increase in transfer and disposal costs was largely driven by inflationary cost increases, which includes increased disposal fees at third-party sites and higher fuel from our third-party haulers.

Maintenance and Repairs — The increase in maintenance and repairs costs was largely driven by (i) inflationary cost increases for parts, supplies and third-party services; (ii) additional fleet maintenance driven by supply chain constraints, which have delayed deliveries of new trucks; (iii) labor cost increases for our technicians, including higher overtime and (iv) an increase in container repairs driven by delays in delivery of steel containers due to supply chain constraints.

Subcontractor Costs — The increase in subcontractor costs was largely driven by (i) inflationary cost increases, particularly for fuel and labor costs from third-party haulers and (ii) an increase in volumes in our WMSBS business, which relies more extensively on subcontracted hauling than our collection and disposal business.

Cost of Goods Sold — The increase in cost of goods sold for the nine months ended September 30, 2022, was primarily driven by an approximate 40% increase in recycling commodity prices for the six months ended June 30, 2022, as
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compared to the prior year period, partially offset by an approximate 30% decrease in recycling commodity prices for the three months ended September 30, 2022, as compared to the prior year period.

Fuel — The increase in fuel costs was primarily due to increases in market diesel and natural gas fuel prices during the three and nine months ended September 30, 2022, respectively, as compared to the prior year periods. This increase was partially offset in the third quarter of 2022 by a $26 million catch-up benefit from the extension of alternative fuel tax credits that was retroactive to January 1, 2022.

Disposal and Franchise Fees and Taxes — The increase in disposal and franchise fees and taxes was primarily driven by higher franchise fees paid to certain municipalities where we operate and overall rate increases in our fees and taxes paid on our disposal volumes.

Landfill Operating Costs — Our landfill operating costs were essentially flat for the reported periods. The variability in the reported periods is largely due to changes in the measurement of our environmental remediation obligations and recovery assets in 2022 and 2021. Our measurement of these balances includes application of a risk-free discount rate, which is based on the rate for U.S. Treasury bonds. In 2022, there was an increase in the discount rate, which resulted in a reduction in the net liability balance and a credit to expense.

Risk Management — Risk management costs increased primarily due to inflation in premiums. The nine months ended September 30, 2022 was also impacted by an increase in claims costs due to unfavorable cost development on a limited population of severe cases.

Other — Other operating cost increases were primarily due to (i) inflationary cost pressures; (ii) a write-down of assets and inventory related to Hurricane Ian; (iii) higher equipment rental costs attributable, in part, to supply chain constraints slowing normal course fleet and equipment orders and (iv) an increase in business travel in 2022. Additionally, a favorable litigation settlement in the second quarter of 2021 impacted the comparison for the nine months ended September 30, 2022.

Selling, General and Administrative Expenses

The following table summarizes the major components of our selling, general and administrative expenses (in millions of dollars and as a percentage of revenues):

	
	
	
	Three Months Ended
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	
	
	September 30,
	
	
	
	
	
	
	September 30,
	
	

	
	
	2022
	
	
	
	2021
	
	
	
	
	2022
	
	
	
	
	2021
	
	

	Labor and related benefits
	$ 293
	
	5.8 %
	$ 311
	
	
	6.7 %
	$
	910
	
	6.2 %
	$
	905
	
	6.8 %

	Professional fees
	65
	
	1.3
	
	53
	
	
	1.1
	
	
	
	193
	
	1.3
	
	
	
	158
	
	1.2
	

	Provision for bad debts
	12
	
	0.2
	
	11
	
	
	0.2
	
	
	
	36
	
	0.2
	
	
	
	28
	
	0.2
	

	Other
	
	103
	
	2.0
	
	
	94
	
	
	2.1
	
	
	
	312
	
	2.1
	
	
	
	281
	
	2.2
	

	
	$ 473
	
	9.3 %
	$ 469
	
	
	10.1 %
	$
	1,451
	
	9.8 %
	$
	1,372
	
	10.4 %

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Selling, general and administrative expenses have increased primarily due to strategic investments in our digital platform, including those that support our ongoing sustainability initiatives. Although our costs increased, the significant revenue increases positioned us to reduce our overall selling, general and administrative expenses as a percentage of revenues when compared with the prior year periods.

Significant items affecting the comparison of our selling, general and administrative expenses for the reported periods include:

Labor and Related Benefits —The decrease in labor and related benefits for the three months ended September 30, 2022, as compared with the prior year period, is primarily related to lower long-term incentive compensation costs. Higher annual incentive compensation costs, annual merit increases and increases in health and welfare costs attributable to our intentional investment in delivering a leading benefits program for our employees and
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increases in medical care activity partially offset such decrease for the three months ended September 30, 2022, and more than offset such decrease for the nine months ended September 30, 2022, as compared with the prior year periods.

Professional Fees — The increase in professional fees was primarily driven by strategic investments in our digital platform and sustainability initiatives. Partially offsetting these increases were lower integration costs related to our acquisition of Advanced Disposal Services, Inc. (“Advanced Disposal”).

Provision for Bad Debts — The increase in provision for bad debts is primarily related to our increased revenue.

Other — The increase in other expenses was primarily driven by costs associated with an increase in technology infrastructure to support our strategic investments in our digital platform and an increase in business travel expense in 2022.

Depreciation and Amortization Expenses

The following table summarizes the components of our depreciation and amortization expenses (in millions of dollars and as a percentage of revenues):

	
	
	Three Months Ended
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	
	
	September 30,
	
	
	
	
	
	
	September 30,
	
	

	
	2022
	
	
	2021
	
	
	
	2022
	
	
	
	2021
	
	

	Depreciation of tangible property and
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	equipment
	$ 287
	
	
	5.7 %
	$ 282
	
	
	6.0 %
	$
	859
	
	
	5.8 %
	$
	840
	
	6.3 %

	Amortization of landfill airspace
	184
	
	
	3.6
	
	200
	
	
	4.3
	
	
	539
	
	
	3.7
	
	
	541
	
	4.1
	

	Amortization of intangible assets
	32
	
	
	0.6
	
	35
	
	
	0.8
	
	
	95
	
	
	0.6
	
	
	108
	
	0.8
	

	
	$ 503
	
	
	9.9 %
	$ 517
	
	
	11.1 %
	$
	1,493
	
	
	10.1 %
	$
	1,489
	
	11.2 %

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The increase in depreciation of tangible property and equipment was primarily driven by investments in capital assets to service our customers, such as heavy equipment and containers. The decrease in amortization of landfill airspace for the three and nine months ended September 30, 2022 was primarily driven by a prior year charge of $15 million due to management’s decision to close a landfill in our West Tier segment earlier than expected, resulting in acceleration of the timing of capping, closure and post-closure activities during the third quarter of 2021. The decrease for the nine months ended September 30, 2022, when compared with the prior year period, was partially offset by landfill volume increases and changes in amortization rates from revisions in landfill estimates. The decrease in amortization of intangible assets was primarily driven by the reduction in amortization of acquired intangible assets from the acquisition of Advanced Disposal.

(Gain) Loss from Divestitures, Asset Impairments and Unusual Items, Net

For the nine months ended September 30, 2022, we recognized a $17 million charge in the first quarter in our Corporate and Other segment to adjust an indirect wholly-owned subsidiary’s estimated potential share of the liability for a proposed environmental remediation plan at a closed site, as discussed in Note 6 to the Condensed Consolidated Financial Statements.

For the nine months ended September 30, 2021, we recognized net gains of $17 million consisting of (i) an $8 million gain in the first quarter from divestitures of certain ancillary operations in our Other segment and (ii) a $35 million pre-tax gain in the third quarter from the recognition of cumulative translation adjustments on the divestiture of certain non-strategic Canadian operations in our East Tier segment. These gains were partially offset by (i) a $20 million charge pertaining to reserves for loss contingencies in our Corporate and Other segment and (ii) $6 million of asset impairment charges primarily related to our WM Renewable Energy business within our Other segment.
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Income from Operations

The following table summarizes income from operations for our reportable segments (dollars in millions):

	
	
	
	
	Three Months Ended
	Period-to-Period
	
	Nine Months Ended
	
	Period-to-Period
	

	
	
	
	
	September 30,
	
	
	September 30,
	
	
	

	
	
	
	
	2022
	
	
	2021(c)
	
	
	
	Change
	
	2022
	
	
	2021(c)
	
	
	Change
	

	
	Solid Waste:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	East Tier
	$
	616
	
	$
	550
	
	$
	66
	12.0 %
	$ 1,728
	
	$ 1,514
	
	$ 214
	14.1 %
	

	
	West Tier
	
	
	622
	
	
	
	548
	
	
	
	74
	13.5
	
	
	1,779
	
	
	1,577
	
	
	202
	12.8
	
	

	
	Solid Waste
	
	
	1,238
	
	
	
	1,098
	
	
	
	140
	12.8
	
	3,507
	
	3,091
	
	416
	13.5
	
	

	
	Other (a)
	
	
	—
	
	
	10
	
	
	
	(10)
	*
	
	19
	
	36
	
	(17)
	*
	
	

	
	Corporate and Other (b)
	
	
	(296)
	
	
	
	(302)
	
	
	
	6
	(2.0)
	
	(926)
	
	(880)
	
	(46)
	5.2
	
	

	
	Total
	
	$
	942
	
	
	$
	806
	
	
	$
	136
	16.9 %
	
	$ 2,600
	
	
	$ 2,247
	
	
	$ 353
	15.7 %
	

	Percentage of revenues
	
	
	
	%
	
	
	
	%
	
	
	
	
	
	
	
	%
	
	
	%
	
	
	
	
	

	
	
	
	18.6
	
	
	
	17.3
	
	
	
	
	
	
	
	17.6
	
	
	17.0
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



*Percentage change does not provide a meaningful comparison.

(a) “Other” includes (i) elements of our WMSBS business that are not included in the operations of our reportable segments; (ii) elements of our sustainability business that includes landfill gas-to-energy operations managed by our WM Renewable Energy business, our environmental solutions services and recycling brokerage services and not included in the operations of our reportable segments; (iii) certain other expanded service offerings and solutions and (iv) the results of non-operating entities that provide financial assurance and self-insurance support for our Solid Waste business, net of intercompany activity.

(b) “Corporate and Other” operating results reflect certain costs incurred for various support services that are not allocated to our reportable segments. These support services include, among other things, treasury, legal, digital, tax, insurance, centralized service center processes, other administrative functions and the maintenance of our closed landfills. Income from operations for “Corporate and Other” also includes costs associated with our long-term incentive program.

(c) In the fourth quarter of 2021, we discontinued certain allocations from our Corporate and Other segment to our Solid Waste operating segments and Other segment. Reclassifications have been made to our prior period information for comparability purposes.

The significant items affecting income from operations for our segments during the three and nine months ended

September 30, 2022, as compared with the prior year periods, are summarized below:

· Solid Waste — Income from operations in our Solid Waste business increased primarily due to (i) revenue growth in our collection and disposal businesses driven by both yield and volume and (ii) a $26 million catch-up benefit from the extension of alternative fuel tax credits that was retroactive to January 1, 2022. Our income from operations for the nine months ended September 30, 2022 was favorably impacted by an increase in our recycling line of business as a result of an overall increase in average market prices for recycling commodities during the first half of 2022. These increases were partially offset by (i) inflationary cost pressures; (ii) labor cost increases from frontline employee wage adjustments and (iii) commodity-driven business impacts from higher fuel prices. Additionally, the prior year included a pre-tax net gain from the recognition of cumulative translation adjustments on the divestiture of certain non-strategic Canadian operations in our East Tier segment and a charge due to management’s decision to close a landfill in our West Tier segment earlier than expected, resulting in acceleration of the timing of capping, closure and post-closure activities in the third quarter of 2021.

· Corporate and Other — The increase in income from operations from our Corporate and Other segment for the three months ended September 30, 2022, as compared with the prior year period, was primarily driven by
(i) lower long-term incentive compensation costs and (ii) lower integration costs from our acquisition of Advanced Disposal. Increased costs to support strategic investments in our digital platform, including those that support our ongoing sustainability initiatives, and increased labor costs from higher annual incentive costs and merit
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increases, partially offset the three months ended September 30, 2022, and more than offset the nine months ended September 30, 2022, as compared with the prior year periods.

Interest Expense, Net

Our interest expense, net was $91 million and $269 million for the three and nine months ended September 30, 2022, respectively, compared to $87 million and $282 million for the three and nine months ended September 30, 2021, respectively. The increase for the third quarter primarily related to borrowings incurred under our $1.0 billion two-year, U.S. term credit agreement (“Term Loan”) in the second quarter of 2022. The decrease for the nine months ended September 30, 2022, as compared with the prior year period, is primarily due to the retirement of $1.3 billion of certain high coupon senior notes and concurrent issuance of $950 million of lower coupon senior notes in May 2021 and, to a lesser extent, the impacts that lower interest rates had on the cost of certain of our tax-exempt debt during the first quarter of 2022. Also impacting the three and nine months ended September 30, 2022, were benefits from higher capitalized interest and increases in interest income as a result of higher cash and cash equivalents balances. During 2022, we have started to see an increase in interest rates on our floating-rate debt, including commercial paper and variable-rate tax-exempt bonds. The impact of the increase is immaterial to the reported periods; however, we expect interest expense to meaningfully increase in 2023. See Note 3 to the Condensed Consolidated Financial Statements for more information related to our debt balances.

Loss on Early Extinguishment of Debt

In May 2021, WMI issued $950 million of senior notes. We used the net proceeds from the newly issued senior notes of $942 million and available cash on hand to retire $1.3 billion of certain high-coupon senior notes through a tender offer. The loss on early extinguishment of debt for the nine months ended September 30, 2021 includes $220 million of charges related to the tender offer, including $211 million of premiums and other third-party costs and $9 million primarily related to unamortized discounts and debt issuance costs.

Equity in Net Losses of Unconsolidated Entities

We recognized equity in net losses of unconsolidated entities of $17 million and $49 million during the three and nine months ended September 30, 2022, respectively, compared to $14 million and $34 million for the three months and nine months ended September 30, 2021, respectively. The losses for each period were primarily related to our noncontrolling interests in entities established to invest in and manage low-income housing properties. We generate tax benefits, including tax credits, from the losses incurred from these investments which are discussed in Note 4 to the Condensed Consolidated Financial Statements.

Income Tax Expense

Our income tax expense was $189 million and $535 million for the three and nine months ended September 30, 2022, respectively, compared to $167 million and $396 million for the three and nine months ended September 30, 2021, respectively. Our effective income tax rate was 22.8% and 23.5% for the three and nine months ended September 30, 2022, respectively, compared to 23.7% and 23.2% for the three and nine months ended September 30, 2021, respectively.

The increase in our income tax expense when comparing the three and nine months ended September 30, 2022 and 2021 was primarily driven by an increase in pre-tax income in 2022. The decrease in our effective income tax rate when comparing the three months ended September 30, 2022 and 2021 was primarily driven by an unfavorable adjustment to accruals and related deferred taxes in 2021 due to a change from our initial expectations of the tax effects of our acquisition of Advanced Disposal and related divestitures. The decrease was offset in part by the divestiture of certain non-strategic Canadian operations in 2021, which was not taxable and did not reoccur in the current period, and an increase in pre-tax income in 2022 resulting in a reduced rate benefit from federal tax credits.

The increase in our effective income tax rate when comparing the nine months ended September 30, 2022 and 2021 was primarily driven by an increase in pre-tax income in 2022 resulting in a reduced rate benefit from federal tax credits.

36
[image: ]

Tax Legislation – The Inflation Reduction Act of 2022 (“IRA”) was signed into law by President Biden on August 16, 2022 and contains a number of tax-related provisions. We are in the process of evaluating the IRA and identifying all potential impacts that may be applicable. The provisions of the IRA related to alternative fuel tax credits secure approximately $55 million of annual benefit from tax credits through 2024, which is in line with the benefit we have realized from our alternative fuel tax credits in prior years. Additionally, we expect to incur an excise tax of 1% for future common stock repurchases, which will be reflected in the cost of purchasing the underlying shares as a component of treasury stock. The IRA contains a number of additional provisions related to tax incentives for investments in renewable energy production, carbon capture, and other climate actions, as well as the overall measurement of corporate taxes. Given the complexity and uncertainty around the applicability of the legislation to our specific facts and circumstances, we have not yet quantified any incremental benefits included in the legislation.

See Note 4 to the Condensed Consolidated Financial Statements for more information related to income taxes.

Liquidity and Capital Resources

The Company consistently generates cash flow from operations that meets and exceeds our working capital needs, payment of our dividends, investment in the business through capital expenditures and tuck-in acquisitions, and funding of strategic sustainability growth investments. We continually monitor our actual and forecasted cash flows, our liquidity and our capital resources, enabling us to plan for our present needs and fund unbudgeted business requirements that may arise during the year. The Company believes that its investment grade credit ratings, large value of unencumbered assets and modest leverage enable it to obtain adequate financing to meet its ongoing capital, operating, strategic and other liquidity requirements.

Summary of Cash and Cash Equivalents, Restricted Funds and Debt Obligations

The following is a summary of our cash and cash equivalents, restricted funds and debt balances (in millions):

	
	
	
	September 30,
	
	December 31,
	

	
	
	
	
	
	2022
	
	
	
	2021
	

	
	Cash and cash equivalents
	
	$
	137
	
	
	$
	118
	

	Restricted funds:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Insurance reserves
	$
	339
	
	$
	305
	

	
	Final capping, closure, post-closure and environmental remediation funds
	
	
	112
	
	
	
	118
	

	
	Other
	
	
	6
	
	
	
	5
	

	
	Total restricted funds (a)
	
	$
	457
	
	
	$
	428
	

	
	Debt:
	
	
	
	
	
	
	
	

	
	Current portion
	$
	258
	
	$
	708
	

	
	Long-term portion
	
	
	13,805
	
	
	
	12,697
	

	
	Total debt
	
	$
	14,063
	
	
	$
	13,405
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	



(a) As of September 30, 2022 and December 31, 2021, $83 million and $80 million, respectively, of these account balances were included in other current assets in our Condensed Consolidated Balance Sheets.

Debt — As of September 30, 2022, we had approximately $2.2 billion of debt maturing within the next 12 months, including (i) $839 million of short-term borrowings under our commercial paper program (net of related discount on issuance); (ii) $625 million of tax-exempt bonds with term interest rate periods that expire within the next 12 months, which is prior to their scheduled maturities; (iii) $500 million of 2.4% senior notes that mature in May 2023 and

(iv) $258 million of other debt with scheduled maturities within the next 12 months, including $136 million of tax-exempt bonds. As of September 30, 2022, we have classified $2.0 billion of debt maturing in the next 12 months as long term because we have the intent and ability to refinance these borrowings on a long-term basis as supported by the forecasted available capacity under our $3.5 billion long-term U.S. and Canadian revolving credit facility (“$3.5 billion revolving credit facility”). The remaining $258 million of debt maturing in the next 12 months is classified as current obligations.
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Additionally, as of September 30, 2022, we also had $54 million of variable-rate tax-exempt bonds with long-term scheduled maturities that are supported by letters of credit under our $3.5 billion revolving credit facility. The interest rates on our variable-rate tax-exempt bonds reset on a weekly basis through a remarketing process. All recent variable-rate tax-exempt bond remarketings have been successful at market-driven rates. However, if the remarketing agent is unable to remarket our bonds, the remarketing agent can put the bonds to us. In the event of a failed remarketing, we have the availability under our $3.5 billion revolving credit facility to fund these bonds until they are remarketed successfully. Accordingly, we have classified the $54 million of variable-rate tax-exempt bonds with maturities of more than one year as long-term in our Condensed Consolidated Balance Sheet.

In May 2022, WMI issued $1.0 billion of 4.15% senior notes due April 15, 2032, the net proceeds of which were $992 million. We used the net proceeds to redeem our $500 million of 2.9% senior notes due September 2022 in advance of their scheduled maturity, to repay a portion of outstanding borrowings under our commercial paper program and for general corporate purposes.

In May 2022, we entered into a Term Loan to be used for general corporate purposes and as of September 30, 2022, we had $1.0 billion of outstanding borrowings. WM Holdings guarantees all of the obligations under the Term Loan.

Amendment and Extension of Revolving Credit Facility

In May 2022, we amended and restated our $3.5 billion U.S. and Canadian revolving credit facility extending the term through May 2027. The agreement includes a $1.0 billion accordion feature that may be used to increase total capacity in future periods, and we have the option to request up to two one-year extensions. Waste Management of Canada Corporation and WM Quebec Inc., each an indirect wholly-owned subsidiary of WMI, are borrowers under the $3.5 billion revolving credit facility, and the agreement permits borrowing in Canadian dollars up to the U.S. dollar equivalent of $375 million, with such borrowings to be repaid in Canadian dollars. WM Holdings, a wholly-owned subsidiary of WMI, guarantees all the obligations under the $3.5 billion revolving credit facility. Refer to Note 3 to the Condensed Consolidated Financial Statements for additional information.

Guarantor Financial Information

WM Holdings has fully and unconditionally guaranteed all of WMI’s senior indebtedness. WMI has fully and unconditionally guaranteed all of WM Holdings’ senior indebtedness. None of WMI’s other subsidiaries have guaranteed any of WMI’s or WM Holdings’ debt. In lieu of providing separate financial statements for the subsidiary issuer and guarantor (WMI and WM Holdings), we have presented the accompanying supplemental summarized combined balance sheet and income statement information for WMI and WM Holdings on a combined basis after elimination of intercompany transactions between WMI and WM Holdings and amounts related to investments in any subsidiary that is a non-guarantor (in millions):

	
	
	September 30,
	December 31,

	
	
	
	2022
	
	
	2021

	Balance Sheet Information:
	
	
	
	
	

	Current assets
	$
	54
	
	$
	6

	Noncurrent assets
	
	14
	
	
	13

	Current liabilities
	
	108
	
	
	590

	Noncurrent liabilities:
	
	
	
	
	

	Advances due to affiliates (a)
	
	19,819
	
	
	18,599

	Other noncurrent liabilities
	
	11,856
	
	
	10,778

	
	
	
	
	
	
	



(a) The amount reported as Advances due to affiliates as of December 31, 2021 was understated in our Annual Report on Form 10-K for the year ended December 31, 2021 and subsequently corrected in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2022.
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	Nine Months Ended

	
	September 30, 2022

	Income Statement Information:
	
	

	Revenue
	$
	—

	Operating income
	
	—

	Net loss
	
	106



Summary of Cash Flow Activity

The following is a summary of our cash flows for the nine months ended September 30 (in millions):

Nine Months Ended
September 30,
	
	
	2022
	
	
	2021
	

	Net cash provided by operating activities
	$
	3,487
	
	$
	3,347
	

	Net cash used in investing activities
	
	
	
	
	
	

	
	$
	(2,036)
	
	$
	(1,106)
	

	Net cash used in financing activities
	$
	(1,391)
	
	$
	(2,686)
	

	
	
	
	
	
	
	



Net Cash Provided by Operating Activities — Our operating cash flows increased by $140 million as compared with the prior year period. The increase was largely driven by increased earnings in our collection and disposal, recycling and WM Renewable Energy lines of business for the nine months ended September 30, 2022. We also experienced lower interest payments due to timing and refinancing activities in 2021 that reduced our overall interest rate. Partially offsetting our increase in cash from operating activities were (i) timing differences on payments of certain trade accounts payables;

(ii) higher income tax payments as a result of higher earnings in the current year period; (iii) higher annual incentive compensation payments in the current year period and (iv) lower alternative fuel tax credit benefits in the current year period.

Net Cash Used in Investing Activities — The most significant items included in our investing cash flows for the nine months ended September 30, 2022 and 2021 are summarized below:

· Capital Expenditures — We used $1,725 million and $1,130 million for capital expenditures during the nine months ended September 30, 2022 and 2021, respectively. The increase in capital spending is primarily driven by our intentional investment in sustainability growth projects as well as timing differences in our fixed asset purchases to support our ongoing operations. The Company continues to maintain a disciplined focus on capital management to prioritize investments in the long-term growth of our business and for the replacement of aging assets.

· Other, Net —During the nine months ended September 30, 2022, we used $57 million to fund secured convertible promissory notes associated with a pending acquisition and $28 million to make an initial cash payment associated with a new low-income housing investment. During the nine months ended September 30, 2022 and 2021, we used $36 million and $42 million, respectively, of cash from restricted cash and cash equivalents to invest in available-for-sale securities within our investment portfolio associated with a wholly-owned insurance captive.
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Net Cash Used in Financing Activities — The most significant items affecting the comparison of our financing cash flows for the nine months ended September 30, 2022 and 2021 are summarized below:

· Debt Borrowings (Repayments) — The following summarizes our cash borrowings and repayments of debt for the nine months ended September 30 (in millions):

	
	
	2022
	
	
	2021

	Borrowings:
	
	
	
	
	

	Commercial paper
	$
	3,924
	
	$
	5,361

	Term loan
	
	1,000
	
	
	—

	Senior notes
	
	992
	
	
	942

	Tax-exempt bonds
	
	—
	
	125

	
	$
	5,916
	
	$
	6,428

	Repayments:
	
	
	
	
	

	Commercial paper
	$
	(4,864)
	$
	(5,798)

	Senior notes
	
	(500)
	
	(1,289)

	Tax-exempt bonds
	
	—
	
	(63)

	Other debt
	
	(65)
	
	(87)

	
	$
	(5,429)
	
	$
	(7,237)

	Net cash borrowings (repayments)
	$
	487
	
	$
	(809)

	
	
	
	
	
	



Refer to Note 3 to the Condensed Consolidated Financial Statements for additional information related to our debt borrowings and repayments.

· Premiums and Other Paid on Early Extinguishment of Debt — During the nine months ended September 30, 2021, we paid premiums and other third-party costs of $211 million to retire certain high-coupon senior notes.

· Common Stock Repurchase Program — During the nine months ended September 30, 2022, we repurchased $1.0 billion of our common stock pursuant to three accelerated share repurchase (“ASR”) agreements and repurchased $63 million of our common stock in open market transactions, of which $2 million was paid in October 2022. See Note 11 to the Condensed Consolidated Financial Statements for additional information. During the nine months ended September 30, 2021, we repurchased $1.0 billion of our common stock pursuant to three ASR agreements.

· Cash Dividends — For the periods presented, all dividends have been declared by our Board of Directors. We paid cash dividends of $811 million and $730 million during the nine months ended September 30, 2022 and 2021, respectively. The increase in dividend payments is primarily due to our quarterly per share dividend increasing from $0.575 in 2021 to $0.65 in 2022.

Free Cash Flow

We are presenting free cash flow, which is a non-GAAP measure of liquidity, in our disclosures because we use this measure in the evaluation and management of our business. We define free cash flow as net cash provided by operating activities, less capital expenditures, plus proceeds from divestitures of businesses and other assets, net of cash divested. We believe it is indicative of our ability to pay our quarterly dividends, repurchase common stock, fund acquisitions and other investments and, in the absence of refinancings, to repay our debt obligations. Free cash flow is not intended to replace net cash provided by operating activities, which is the most comparable GAAP measure. We believe free cash flow gives investors useful insight into how we view our liquidity, but the use of free cash flow as a liquidity measure has material limitations because it excludes certain expenditures that are required or that we have committed to, such as declared dividend payments and debt service requirements.
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Our calculation of free cash flow and reconciliation to net cash provided by operating activities is shown in the table below (in millions), and may not be calculated the same as similarly-titled measures presented by other companies:

	
	
	
	
	
	Three Months Ended
	
	
	Nine Months Ended

	
	
	
	
	
	September 30,
	
	
	September 30,

	
	
	
	
	
	2022
	
	
	2021
	
	
	2022
	
	
	
	2021

	
	Net cash provided by operating activities
	
	$
	1,182
	
	$
	1,184
	
	$
	3,487
	
	
	$
	3,347

	
	Capital expenditures to support the business
	
	
	(547)
	
	
	(448)
	
	
	(1,403)
	
	
	
	(1,094)

	
	Capital expenditures - sustainability growth investments (a)
	
	
	(210)
	
	
	(16)
	
	
	(322)
	
	
	
	(36)

	
	Total capital expenditures
	
	
	(757)
	
	
	(464)
	
	
	(1,725)
	
	
	
	(1,130)

	
	Proceeds from divestitures of businesses and other assets, net of cash
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	divested
	
	
	7
	
	
	53
	
	
	18
	
	
	
	70

	
	Free cash flow
	
	$
	432
	
	$
	773
	
	$
	1,780
	
	
	$
	2,287

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) These growth investments are intended to further our sustainability leadership position by increasing recycling volumes and growing renewable natural gas generation. We expect they will deliver circular solutions for our customers and drive environmental value to the communities we serve.

Critical Accounting Estimates and Assumptions

In preparing our financial statements, we make numerous estimates and assumptions that affect the accounting for and recognition and disclosure of assets, liabilities, equity, revenues and expenses. We must make these estimates and assumptions because certain information that we use is dependent on future events, cannot be calculated with precision from available data or simply cannot be calculated. In some cases, these estimates are difficult to determine and we must exercise significant judgment. In preparing our financial statements, the most difficult, subjective and complex estimates and the assumptions that present the greatest amount of uncertainty relate to our accounting for landfills, environmental remediation liabilities, long-lived asset impairments, intangible asset impairments and the fair value of assets and liabilities acquired in business combinations, as described in Item 7 of our Annual Report on Form 10-K for the year ended December 31, 2021. Actual results could differ materially from the estimates and assumptions that we use in the preparation of our financial statements.

Seasonal Trends

Our operating revenues tend to be somewhat higher in summer months, primarily due to higher construction and demolition waste volumes. The volumes of industrial and residential waste in certain regions where we operate also tend to increase during the summer months. Our second and third quarter revenues and results of operations typically reflect these seasonal trends.

Service disruptions caused by severe storms, extended periods of inclement weather or climate events can significantly affect the operating results of the geographic areas affected. On the other hand, certain destructive weather and climate conditions, such as wildfires in the Western U.S. and hurricanes that most often impact our operations in the Southern and Eastern U.S. during the second half of the year, can increase our revenues in the geographic areas affected as a result of the waste volumes generated by these events. While weather-related and other event-driven special projects can boost revenues through additional work for a limited time, due to significant start-up costs and other factors, such revenue can generate earnings at comparatively lower margins.

Inflation

Accelerated and pronounced economic pressures, particularly related to inflationary cost pressures on labor and the goods and services we rely upon to deliver service to our customers, have continued to have a significant impact on our cost structure and capital expenditures in 2022. We are taking proactive steps to recover and/or mitigate inflationary cost pressures through our overall strategic pricing efforts and by managing our costs through efficiency, labor productivity and investments in technology to automate certain aspects of our business. A significant portion of our revenue is tied to
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a price escalation index with a lookback provision, which has resulted in a timing lag in our ability to recover increased costs under these contracts during periods of rapid inflation. Separately, for many of our customers we provide services under multi-year contracts that can restrict our ability to increase prices and the timing of such increases. Throughout 2022, many of these contract lookback provisions began to capture the inflationary cost increases experienced since the second half of 2021 in the price escalation calculation; however, such timing lag persists and will continue to restrict our ability to address proactively future rapid cost increases for those contracts.

Item 3.	Quantitative and Qualitative Disclosures About Market Risk.

Information about market risks as of September 30, 2022 does not materially differ from that discussed under Item 3 in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2022.

Item 4.	Controls and Procedures.

Effectiveness of Disclosure Controls and Procedures

Our management, with the participation of our principal executive and financial officers, has evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended) in ensuring that the information required to be disclosed in reports that we file or submit under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, including ensuring that such information is accumulated and communicated to management (including the principal executive and financial officers) as appropriate to allow timely decisions regarding required disclosure. Based on such evaluation, our principal executive and financial officers have concluded that such disclosure controls and procedures were effective as of September 30, 2022 (the end of the period covered by this Quarterly Report on Form 10-Q) at a reasonable assurance level.

Changes in Internal Control over Financial Reporting

In 2022, we implemented a new general ledger accounting system, complementary finance enterprise resource planning system and a human capital management system. These new system implementations were achieved after a multi-year review of existing accounting, reporting and human capital processes and the design and configuration of system-enabled enhancements to such processes. The change in our general ledger, finance enterprise resource planning and human capital management systems was subject to thorough testing and review by internal and external parties both before and after the implementation.

While these systems implementations are intended to enhance our framework for internal control over financial reporting, management, together with our CEO and CFO, has determined that the changes in our internal controls over financial reporting during the quarter ended September 30, 2022 have not been material and are not reasonably likely to materially affect our internal controls over financial reporting.

PART II.

Item 1. Legal Proceedings.

Information regarding our legal proceedings can be found under the Environmental Matters and Litigation sections of Note 6 to the Condensed Consolidated Financial Statements.

Item 1A. Risk Factors.

There have been no material changes to the risk factors previously disclosed in Part I, Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2021.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

The following table summarizes common stock repurchases made during the third quarter of 2022 (shares in millions):

Issuer Purchases of Equity Securities

	
	
	
	Total
	
	
	
	
	Total Number of
	
	
	Approximate Maximum
	

	
	
	
	
	
	
	Average
	Shares Purchased as
	
	
	
	

	
	
	
	Number of
	
	
	
	Part of Publicly
	
	
	Dollar Value of Shares that
	

	Period
	
	Shares
	
	
	Price Paid
	Announced Plans or
	
	May Yet be Purchased Under
	

	
	
	Purchased
	
	
	per Share
	Programs
	
	
	the Plans or Programs
	

	July 1 — 30 (a)
	
	0.2
	
	$
	153.60
	
	0.2
	
	$
	940 million
	
	

	August 1 — 31 (b)
	2.4
	$
	164.56
	
	2.4
	$
	540 million
	

	September 1 — 30 (b)
	0.6
	$
	167.64
	
	0.6
	$
	437 million (c)
	

	Total
	3.2
	$
	166.74
	
	3.2
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) In July 2022, we repurchased 233,319 shares of our common stock in open market transactions in compliance with Rule 10b5-1 and Rule 10b-18 of the Exchange Act for $36 million, inclusive of per-share commissions, at a weighted average price of $153.60.

(b) In August 2022, we entered into an accelerated share repurchase (“ASR”) agreement to repurchase $500 million of our common stock. At the beginning of the repurchase period, we delivered $500 million cash and received 2.4 million shares based on a stock price of $164.56. The ASR agreement completed in September 2022, at which time we received 0.6 million additional shares based on a final weighted average price of $167.79. In September 2022, after the completion of the ASR agreement, we repurchased 18,437 shares of our common stock in open market transactions in compliance with Rule 10b5-1 and Rule 10b-18 of the Exchange Act for $3 million, inclusive of per-share commissions, at a weighted average price of $162.70, of which $2 million was paid in October 2022.

The “Average Price Paid per Share” in the table represents the final weighted average price per share paid for the ASR agreement executed in August 2022 and the September 2022 open market transactions.

(c) As of September 30, 2022, the Company has authorization for $437 million of future share repurchases. Any future share repurchases pursuant to this authorization of our Board of Directors will be made at the discretion of management and will depend on factors similar to those considered by the Board of Directors in making dividend declarations, including our net earnings, financial condition and cash required for future business plans, growth and acquisitions.

Item 4. Mine Safety Disclosures.

Information concerning mine safety and other regulatory matters required by Section 1503(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act and Item 104 of Regulation S-K is included in Exhibit 95 to this quarterly report.
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Item 6. Exhibits.

	Exhibit No.
	
	
	
	
	
	Description

	
	22.1*
	
	
	Guarantor Subsidiary.

	
	
	
	
	
	
	
	
	
	

	31.1*
	
	Certification Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934 James

	
	
	
	C. Fish, Jr., President and Chief Executive Officer.

	
	
	
	
	
	
	
	
	

	31.2*
	
	Certification Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934 Devina

	
	
	
	A. Rankin, Executive Vice President and Chief Financial Officer.

	
	
	
	
	
	
	
	

	32.1**
	
	Certification Pursuant to 18 U.S.C. §1350 of James C. Fish, Jr., President and Chief Executive Officer.
	

	32.2**
	
	Certification Pursuant to 18 U.S.C. §1350 of Devina A. Rankin, Executive Vice President and Chief
	

	
	
	
	Financial Officer.

	
	
	
	
	

	95*
	
	Mine Safety Disclosures.
	

	101.INS*
	
	Inline XBRL Instance.

	101.SCH*
	
	Inline XBRL Taxonomy Extension Schema.

	101.CAL*
	
	Inline XBRL Taxonomy Extension Calculation.

	101.LAB*
	
	Inline XBRL Taxonomy Extension Labels.

	101.PRE*
	
	Inline XBRL Taxonomy Extension Presentation.

	101.DEF*
	
	Inline XBRL Taxonomy Extension Definition.

	104*
	
	Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).


[image: ]

· Filed herewith.

**  Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

WASTE MANAGEMENT, INC.

	By:
	/s/ DEVINA A. RANKIN

	
	Devina A. Rankin

	
	Executive Vice President and

	
	Chief Financial Officer

	
	(Principal Financial Officer)

	WASTE MANAGEMENT, INC.

	By:
	/s/ LESLIE K. NAGY

	
	Leslie K. Nagy


Vice President and

Chief Accounting Officer

(Principal Accounting Officer)



Date: October 26, 2022
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Exhibit 22.1

GUARANTOR SUBSIDIARY

As of September 30, 2022, Waste Management Holdings, Inc. (“WM Holdings”), a Delaware corporation and a direct wholly-owned subsidiary of Waste Management, Inc. (“WMI”), has fully and unconditionally guaranteed all registered Senior Notes issued by WMI, as listed below. Additionally, WMI has fully and unconditionally guaranteed the 7.10% Senior Notes due 2026 issued by WM Holdings.

	
	Principal
	Interest Rate
	
	
	
	

	
	Amount
	
	Issue Date
	
	Maturity Date
	

	
	Issued
	
	(per annum)
	
	
	
	
	

	$
	600 million
	
	7.00%
	7/17/1998
	
	7/15/2028
	

	$
	250 million
	7.375%
	1/21/2000
	
	5/15/2029
	

	$
	500 million
	7.75%
	1/3/2003
	
	5/15/2032
	

	$
	600 million
	6.125%
	11/17/2009
	
	11/30/2039
	

	$
	350 million
	3.50%
	5/8/2014
	
	5/15/2024
	

	$
	600 million
	3.125%
	2/26/2015
	
	3/1/2025
	

	$
	450 million
	3.90%
	2/26/2015
	
	3/1/2035
	

	$
	750 million
	4.10%
	2/26/2015
	
	3/1/2045
	

	$
	500 million
	2.40%
	5/16/2016
	
	5/15/2023
	

	$
	750 million
	3.15%
	11/8/2017
	
	11/15/2027
	

	$
	1 billion
	4.15%
	5/22/2019
	
	7/15/2049
	

	$
	500 million
	0.75%
	11/17/2020
	
	11/15/2025
	

	$
	500 million
	1.15%
	11/17/2020
	
	3/15/2028
	

	$
	1 billion
	1.50%
	11/17/2020
	
	3/15/2031
	

	$
	500 million
	2.50%
	11/17/2020
	
	11/15/2050
	

	$
	475 million
	2.00%
	5/12/2021
	
	6/1/2029
	

	$
	475 million
	2.95%
	5/12/2021
	
	6/1/2041
	

	$
	1 billion
	4.15%
	5/12/2022
	
	4/15/2032
	

	
	
	
	
	
	
	
	
	



Exhibit 31.1

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James C. Fish, Jr., certify that:

1. I have reviewed this report on Form 10-Q of Waste Management, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a — 15(e) and 15d — 15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a — 15(f) and 15d — 15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

	By:
	/s/ JAMES C. FISH, JR.

	
	James C. Fish, Jr.

	
	President and Chief Executive Officer



Date: October 26, 2022
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Exhibit 31.2

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Devina A. Rankin, certify that:

1. I have reviewed this report on Form 10-Q of Waste Management, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a — 15(e) and 15d — 15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a — 15(f) and 15d — 15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

	By:
	/s/ DEVINA A. RANKIN

	
	Devina A. Rankin

	
	Executive Vice President and Chief Financial Officer



Date: October 26, 2022
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Exhibit 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Waste Management, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2022 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, James C. Fish, Jr., Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

	By:
	/s/ JAMES C. FISH, JR.

	
	James C. Fish, Jr.

	
	President and Chief Executive Officer



October 26, 2022
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Exhibit 32.2

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Waste Management, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2022 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Devina A. Rankin, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

	By:
	/s/ DEVINA A. RANKIN

	
	Devina A. Rankin

	
	Executive Vice President and Chief Financial Officer



October 26, 2022
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Exhibit 95

Mine Safety Disclosures

This exhibit contains certain specified disclosures regarding mine safety required by section 1503(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act and Item 104 of Regulation S-K. Certain of our subsidiaries have permits for surface mining operations that are incidental to excavation work for landfill development.

During the quarter ended September 30, 2022, we did not receive any of the following: (a) a citation from the U.S. Mine Safety and Health Administration (“MSHA”) for a violation of mandatory health or safety standards that could significantly and substantially contribute to the cause and effect of a coal or other mine safety or health hazard under section 104 of the Federal Mine Safety and Health Act of 1977 (the “Mine Safety Act”); (b) an order issued under section 104(b) of the Mine Safety Act; (c) a citation or order for unwarrantable failure of the mine operator to comply with mandatory health or safety standards under section 104(d) of the Mine Safety Act; (d) a flagrant violation under section 110(b)(2) of the Mine Safety Act; (e) an imminent danger order under section 107(a) of the Mine Safety Act or (f) a proposed assessment from the MSHA.

In addition, during the quarter ended September 30, 2022, we had no mining-related fatalities, we had no pending legal actions before the Federal Mine Safety and Health Review Commission involving a coal or other mine, and we did not receive any written notice from the MSHA involving a pattern of violations, or the potential to have such a pattern, of mandatory health or safety standards that are of such nature as could have significantly and substantially contributed to the cause and effect of coal or other mine health or safety hazards under section 104(e) of the Mine Safety Act.
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