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Three months

ended
March 31,

Summarized financial highlights 2009
Revenues March 31, 2008 S 244,347
Organic growth and acquisitions (includes fuel and environmental surcharges) (2,414)
Foreign currency exchange impact 36,885
Revenues March 31,2009 $ 278,818
% Revenue growth before foreign currency exchange impact -1.0%
Total revenue growth % 14.1%
EBITDA® March 31, 2008 $ 66858
Organic growth and acquisitions 1,837
Foreign currency exchange impact 9,332
EBITDA" March 31, 2009 $ 78,027
% EBITDA"™ growth before foreign currency exchange impact 2.7%
Total EBITDA®” growth % 16.7%
Free cash flow® March 31, 2008 $ 30783
Organic growth and acquisitions 2,493
Foreign currency exchange impact 4,448
Free cash flow®™ March 31,2009 $ 37,724
% Free cash flow® growth before foreign currency exchange impact 8.1%
Total free cash flow'® growth % 22.5%
Dividends declared $ 19,620




BFI Canada Ltd. - MD&A for the three months ended March 31,2009

Conversion

Pursuant to the plan of arrangement, the conversion of the BFI Canada Income Fund (the “Fund”) trust structure to a
corporation resulted in unitholder’s of the Fund receiving one common share of BFl Canada Ltd. (the “Company”) for
each trust unit held on the effective date of conversion, October 1, 2008. The Class A unit held by IESI Corporation
(“IESI") was redeemed by the Fund for ten dollars and the Company issued, and IESI subscribed for, 11,137 special
voting shares for aggregate cash consideration of ten dollars. The participating preferred shares (“PPSs”) issued by
IESI remained outstanding and exchangeable into common shares of the Company on a one for one basis, instead of
trust units of the Fund. The consolidated financial statements of the Company have been prepared applying
continuity of interests accounting. With the exception of the December 31, 2008 consolidated balance sheet, the
comparative figures presented herein are those of the Fund.

Disclaimer

This document may contain forward-looking information relating to the operations of the Company or to the
environment in which it operates, which are based on estimates, forecasts, and projections. Forward-looking
information is not a guarantee of future performance and involves risks and uncertainties that are difficult to predict,
or are beyond management’s control. A number of factors could cause actual outcomes and results to differ
materially from those estimated, forecast or projected. These factors include those set forth in the Company’s
Annual Information Form (“AlF”) for the year ended December 31, 2008 and the Company’s Management
Information Circular dated March 23, 2009. Consequently, readers should not rely on such forward-looking
statements. In addition, these forward-looking statements relate to the date on which they are made. Although the
forward-looking information contained herein is based on what management believes to be reasonable
assumptions, users are cautioned that actual results may differ. Management disclaims any intention or obligation to
update or revise any forward-looking information, whether as a result of new information, future events or
otherwise, except as required by law.

Introduction

The following is a discussion of the consolidated financial condition and results of operations of the Company for the
three months ended March 31, 2009 and has been prepared with all available information up to and including April
29, 2009. In accordance with the Canadian Institute of Chartered Accountants (“CICA”) Emerging Issues Committee
(“"EIC") abstract 170, “Conversion of an Unincorporated Entity to an Incorporated Entity”, the plan of arrangement,
and resulting one for one exchange of the Fund'’s trust units into common shares of the Company, did not constitute
a change of control. Accordingly, the consolidated financial statements of the Company have been prepared
applying continuity of interests accounting. For the purpose of Management’s Discussion and Analysis (“MD&A"),
the term “Company” shall denote the financial position and results of operations for the Company and the Fund, and
its respective subsidiaries, for all periods presented herein. All amounts are reported in Canadian dollars, unless
otherwise stated. The consolidated financial statements (“financial statements”) of the Company have been
prepared in accordance with Canadian generally accepted accounting principles (“GAAP”) applicable to interim
financial statements. This discussion should be read in conjunction with the financial statements of the Company,
including notes thereto, and the MD&A for the three months ended March 31, 2008 and year ended December 31,
2008, both of which are filed on www.sedar.com.
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Corporate Overview

The Company, through its operating subsidiaries, is one of North America’s largest full-service waste management
companies, providing non-hazardous solid waste (“waste”) collection and disposal services to commercial, industrial,
municipal and residential customers in five Canadian provinces and ten states, and the District of Columbia, in the
United States (“U.S."). The Company provides service to over 1.8 million customers with vertically integrated
collection and disposal assets.

The Company’s Canadian segment operates under the BFl Canada brand and is Canada’s second largest full-service
waste management company providing vertically integrated waste collection and disposal services in the provinces
of British Columbia, Alberta, Manitoba, Ontario, and Quebec. This segment provides service to 20 Canadian markets
and operates five landfills, four transfer collection stations, seven material recovery facilities (“MRFs”), and one landfill
gas to energy facility.

The Company’s U.S. south and northeast segments, collectively the U.S. segment or U.S. segments, operate under the
IESI brand and provide vertically integrated waste collection and disposal services in two geographic regions: the
south, consisting of various service areas in Texas, Louisiana, Oklahoma, Arkansas, Mississippi, and Missouri, and the
northeast, consisting of various service areas in New York, New Jersey, Pennsylvania, Maryland, and the District of
Columbia. This segment provides service to 39 U.S. markets and operates 16 landfills, 28 transfer collection stations,
11 MRFs, and one transportation operation.
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Highlig hts - For the three months ended March 31, 2009

(all amounts are in thousands of Canadian dollars, except per share or trust unit and participating preferred share (“PPS”), unless otherwise stated)

Financial highlights

Three months ended March 31

2009 2008
m

Operating results
Revenues S 278,818 S 244,347
Operating expenses 163,357 147,148
Selling, general and administration expenses ("SG&A") 37,434 30,341
Income before the following ("EBITDA(A)") 78,027 66,858
Amortization 46,564 42,577
Interest on long-term debt 11,461 13,374
Financing costs 383 -
Net (gain) loss on sale of capital assets and landfill assets (167) 40
Net foreign exchange loss (gain) 104 (624)
Net loss on financial instruments 660 9,047
Other expenses 37 31
Income before income taxes 18,985 2,413
Net income tax expense (recovery) 6,726 (8,061)
Net income $ 12,259 $ 10,474
Net income - attributable to common shareholders $ 10,519 $ 8,776
Net income per weighted average share or trust unit, basic $ 0.18 $ 0.15
Net income per weighted average share or trust unit, diluted $ 0.17 $ 0.15
Shares or trust units and PPSs outstanding
Weighted average number of shares or trust units outstanding 59,306 57,568
Weighted average number of PPSs outstanding 11,137 11,138
Weighted average number of shares or trust units and PPSs outstanding 70,443 68,706
Aggregate number of shares or trust units and PPSs outstanding 78,481 68,706
Replacement and growth expenditures M
Replacement capital and landfill purchases ("replacement expenditures") - (see page 12) $ 15,523 S 8,929
Growth capital and landfill purchases ("growth expenditures") 9,598 12,480
Total replacement and growth expenditures $ 25,121 S 21,409
Operating and free cash flow®
Cash generated from operating activities $ 60,978 $ 42,934
Free cash flow® - (see page 10) S 37,724 S 30,783
Free cash flow®™ per weighted average share or trust unit and PPS $ 0.54 $ 0.45
Dividends and distributions declared
Dividends and distributions declared (shares or trust units) $ 16,836 $ 26,164
Dividends declared (PPSs) 2,784 5,063
Total dividends and distributions declared $ 19,620 $ 31,227
Total dividends or distributions declared per weighted average share or trust unit and PPS $ 0.28 $ 0.45

Notes:

M Net income presented throughout this MD&A has been restated to reflect the adoption of the new accounting standard for non-controlling
interests (see Note 4 to the consolidated financial statements). In addition, free cash flow® and replacement and growth expenditures have
been restated to conform to the current period’s presentation. Please refer to page 10 and 12 of this MD&A for further details on the
calculations and their methodologies.
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Financial highlights for the three months ended March 31, 2009

Three months

ended
March 31
Increase in revenues S 34,471
Percentage increase in revenues 14.1%
Increase in EBITDAY $ 11,169
Percentage increase in EBITDA(A} 16.7%
Increase in cash generated from operating activities $ 18,044
Percentage increase in cash generated from operating activities 42.0%
Increase in free cash flow'® $ 6,941
Percentage increase in free cash flow™® 22.5%

Other highlights for the three months ended March 31, 2009

e  On March 6, 2009, the Company closed its public offering of 8,500 common shares at $9.50 per share for total
gross proceeds of $80,750. The Company applied the net proceeds from the public offering, approximately U.S.
$61,500, to the repayment of outstanding borrowings on its U.S. long-term debt facility.

e On March 30, 2009, the Company closed the over-allotment option on its public offering of 1,275 common
shares at $9.50 per share for total gross proceeds of $12,113. The Company applied the net proceeds from the
over-allotment option, approximately U.S. $9,500, to the repayment of outstanding borrowings on its U.S. long-
term debt facility.

e At March 31, 2009, the Company’s funded debt to EBITDA® ratios, calculated in accordance with its Canadian
and U.S. long-term debt facilities, are 1.96 and 3.44 times, respectively.

Review of Operations - For the three months ended March 31, 2009

(all amounts are in thousands of Canadian dollars, except foreign currency exchange rate amounts, unless otherwise stated)

Foreign Currency Exchange Rates

The Company reports its financial results in Canadian dollars. Accordingly, changes in the foreign currency exchange
rate between Canada and the U.S. impacts the translated value of the Company’s U.S. operating results. U.S.
operating results are translated to Canadian dollars using the current rate method of accounting which applies the
average foreign currency exchange rate in effect between Canada and the U.S. during the reporting period. U.S.
assets and liabilities are translated to Canadian dollars at the foreign currency exchange rate in effect at the
consolidated balance sheet date. Translation adjustments are included in other comprehensive income and are only
included in the determination of net income when a reduction in the Company’s investment in its foreign operations
is realized.

The U.S. segments’ financial position and operating results have been translated to Canadian dollars applying the
following foreign currency exchange rates:

2009 2008
Consolidated Statement of Consolidated Statement of
Consolidated Operations and Comprehensive Consolidated Operations and Comprehensive
Balance Sheet Income Balance Sheet Income
Cumulative Cumulative
Current Average Average Current Average Average

December 31 $ 1.225 $ 1.067
March 31 $ 1.260 $ 1.245 $ 1.245 $ 1.028 $ 1.004 $ 1.004
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Foreign Currency Exchange Impact on Consolidated Results
The following table has been prepared to assist readers in assessing the impact of foreign currency exchange on the
Company'’s consolidated results for the three months ended March 31, 20009.

Organic,
acquisition
Company Impact of and other
results for foreign non-
2009 less currency operating
2008 exchange changes

(2)

(unaudited) (unaudited) (unaudited)

Financial highlights

Revenues $ 34,471 $ 36,885 S (2,414)
Operating expenses 16,209 22,744 (6,535)
SG&A 7,093 4,809 2,284
EBITDA® 11,169 9,332 1,837

Amortization 3,987 6,288 (2,301)
Interest on long-term debt (1,913) 1,648 (3,561)
Financing costs 383 - 383

Net gain (loss) on sale of capital and landfill assets (207) (12) (195)
Net foreign exchange loss (gain) 728 27 701

Net loss on financial instruments (8,387) 109 (8,496)
Other expenses 6 7 (1)
Income before income taxes 16,572 1,265 15,307

Net income tax expense 14,787 526 14,261

Net income $ 1,785 $ 739 $ 1,046
Review of Operations

Revenues - Canada $ 2,628 S - S 2,628
Revenues - U.S. south 19,868 19,309 559
Revenues - U.S. northeast 11,975 17,576 (5,601)
Total revenues $ 34,471 S 36,885 S (2,414)
Operating expenses - Canada $ (607) S - S (607)
Operating expenses - U.S. south 8,152 11,536 (3,384)
Operating expenses - U.S. northeast 8,664 11,208 (2,544)
Total operating costs $ 16,209 $ 22,744 $ (6,535)
SG&A - Canada $ 1,534 $ - $ 1,534
SG&A - U.S. south 3,457 2,685 772

SG&A - U.S. northeast 2,102 2,124 (22)
Total SG&A $ 7,093 $ 4,809 $ 2,284
Cash generated from operating activities $ 18,044 S 6,097 S 11,947

Free cash flow® $ 6941 $ 4448 § 2493

Replacement and growth expenditures

Total $ 3,712 $ 2,868 $ 844
Replacement - Canada $ 3,339 $ - S 3,339
Replacement - U.S. $ 3,255 S 1,787 S 1,468
Growth - Canada $ (2,251) S - S (2,251)
Growth - U.S. $ (631) $ 1,081 $ (1,712)
Notes:

@ US. segment results, stated in U.S. dollars, for the three month period ended March 31, 2009 multiplied by the difference between the 2009
and 2008 average foreign currency exchange rate.

BFI Canada Ltd. - First Quarter 2009 - 5



Revenues
Three months ended March 31

2009 2008 Change
Total $ 278,818 $ 244,347 $ 34,471
Canada $ 88,396 $ 85,768 $ 2,628
U.S. south $ 99,684 $ 79,816 $ 19,868
U.S. northeast $ 90,738 S 78,763 S 11,975
Revenue by service type
Three months ended March 31, 2009
Canada - U.S. - percentage
percentage of U.S. - stated in of gross
Canada gross revenues U.S. dollars revenues
Commercial $ 38,754 39.2% $ 45,895 25.9%
Industrial 17,030 17.2% 25,105 14.2%
Residential 13,885 14.1% 37,925 21.4%
Transfer and disposal 23,842 24.1% 61,504 34.7%
Recycling and other 5,247 5.3% 6,583 3.7%
Gross revenues 98,758 100.0% 177,012 100.0%
Intercompany (10,362) (24,102)
Revenues $ 88,396 $ 152,910

Gross revenue growth components — expressed in percentages and excluding foreign currency exchange
Three months ended March 31, 2009

Canada U.S.

Price
Core price 3.4% 2.5%
Fuel surcharges -0.5% -1.2%
Recycled commodities -0.8% -2.5%
Total price 2.1% -1.2%
Volume -2.0% -4.2%
Total organic growth 0.1% -5.4%
Acquisitions 3.7% 2.2%
Total gross revenue growth 3.8% -3.2%

The increase in Canadian segment gross revenues is due principally to core price and acquisition growth,
approximately $3,200 and $3,500, respectively. Core price growth is due in part to the recovery of recycled
commodity price declines. The decline in fuel surcharges is attributable to the decline in the comparative cost of
diesel fuel, while the decline in volumes, approximately $1,900, is due in large part to lower third party waste
volumes accepted at the Company’s landfills. Management remains optimistic that most of the volume shortfalls
experienced in the first quarter of 2009 will be recovered over the balance of the year. Recycled commodity pricing
declines represent the balance of the change.

Excluding the impact of foreign currency exchange, approximately $21,400, U.S. south segment gross revenues
increased approximately $600. Core pricing remained strong and contributed approximately $3,200 to the
comparative increase. Fuel surcharges were the primary offsets to core price growth, approximately $1,900, due to
the comparative decline in diesel fuel costs. Lower construction and demolition volumes and recycled commodity
pricing also contributed to the decline in U.S. south segment gross revenues.
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Net of the foreign currency exchange impact, approximately $21,300, gross revenues in the U.S. northeast segment
declined approximately $6,500. Lower industrial collection, transfer and disposal volumes accounted for
approximately $7,100 of the comparative decline, while recycling commodity price declines contributed an
additional approximately $4,200 to this segments decline. Acquisitions, approximately $3,800, coupled with net
price increases, approximately $1,300, partially offset the aforementioned. Compared to the preceding quarter
ended December 31, 2008, the Company’s U.S. northeast segment exhibited stabilizing characteristics in the first
quarter of 2009. Management is encouraged by this trend and is optimistic about the U.S. northeast segments
prospects for the balance of 2009.

Operating expenses
Three months ended March 31
2009 2008 Change
Total $ 163,357 $ 147,148 $ 16,209
Canada $ 45,937 $ 46,544 S (607)
U.S. south $ 59,554 $ 51,402 S 8,152
U.S. northeast $ 57,866 S 49,202 $ 8,664

The decline in Canadian segment operating expenses is due to lower vehicle operating costs, largely due to a decline
in comparative fuel costs, approximately $1,100, and lower expenses incurred for landfill development initiatives,
approximately $1,000. These declines were partially offset by higher disposal costs, approximately $1,500. Higher
disposal costs are the result of servicing new customers acquired principally through acquisition.

Excluding the impact of foreign currency exchange, approximately $11,500, operating expenses in the U.S. south
declined. The decline in operating expenses is due to lower vehicle operating costs, approximately $3,400, which is
due in large part to lower fuel costs.

Similarly, operating expenses in the U.S. northeast segment also declined when foreign currency exchange is
excluded from this segments period over period change, approximately $11,200. The principal contributor to the
operating expense decline is lower disposal volumes and third party transportation costs. Lower disposal volumes
are due to the economic slowdown in the region, while lower transportation costs are due to the comparative
decline in fuel costs.

SG&A
Three months ended March 31
2009 2008 Change
Total S 37,434 $ 30,341 S 7,093
Canada $ 12,604 $ 11,070 $ 1,534
U.S. south $ 13,864 $ 10,407 $ 3,457
U.S. northeast $ 10,966 S 8,864 S 2,102

The increase in Canadian segment SG&A is primarily attributable to higher salaries, approximately $1,300. The
comparative increase is the result of acquisition and organic growth, additional compensation expense to retain
certain executive employees, and additional sales staff.

Excluding the impact of foreign currency exchange, U.S. south segment SG&A expense increased approximately
$800. The increase is due largely to additional sales staff, salary and facility and office costs and is attributable to

organic growth.

The entire U.S. northeast segment increase is on account of foreign currency exchange, approximately $2,100.
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Amortization
Three months ended March 31

2009 2008 Change
Total $ 46,564 $ 42,577 3,987
Canada S 14,103 S 13,592 511
U.S. south $ 14,152 $ 12,244 1,908
U.S. northeast S 18,309 S 16,741 1,568

In aggregate, and excluding the impact of foreign currency exchange, approximately $6,300, amortization declined
comparatively. Lower amortization expense is attributable to changes in future permitted airspace capacity
estimates at the Company’s Seneca Meadows landfill, which results in projected landfill construction and
development costs being amortized over a higher estimate of landfill capacity.

Interest on long-term debt
Three months ended March 31

2009 2008 Change
Total $ 11,461 $ 13,374 $ (1,913)
Canada $ 2,955 $ 2,784 $ 171
u.s. $ 8,506 $ 10,590 $ (2,084)

Higher long-term debt borrowings, partially offset by lower borrowing costs on variable rate lending, is the primary
reason for the Canadian segment increase in interest on long-term debt. Higher Canadian segment borrowings are
the result of acquisitions, organic growth, capital contributions to IESI in 2008, and absorbing a larger portion of the
Company’s distributions and dividends paid to unit and shareholders through 2008.

The decline in U.S. segment interest on long-term debt is due to a combination of lower borrowing costs on variable
rate lending and lower long-term debt borrowings. Lower long-term debt borrowings are primarily attributable to
the application of net proceeds from the Company'’s share offerings in March 2009 and capital contributions from
the Company’s Canadian segment in 2008.

Financing costs
Three months ended March 31
2009 2008 Change
Total $ 383 $ - 383
Canada $ 383 $ - 383
us. $ - $ - $ -

The Company incurred additional financing costs to update its lenders security over certain assets in Canada and to
explore debt financing options within its structure.

Net (gain) loss on sale of capital and landfill assets
Three months ended March 31

2009 2008 Change
Total $ (167) $ 40 $ (207)
Canada $ (105) $ (3) $ (102)
u.s. $ (62) $ 43 $ (105)

In 2009, the disposition of certain equipment in Canada and the U.S. and certain U.S. south segment landfill assets,
resulted in the net gain on sale of capital and landfill assets.
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For 2008, the Company disposed of certain equipment in Canada and the U.S. which resulted in the net (gain) or loss
on sale of capital and landfill assets, respectively.

Net foreign exchange loss (gain)
Three months ended March 31

2009 2008 Change
Total S 104 $ (624) $ 728
Canada $ 320 5 S (27)
u.s. $ 136 $ (619) $ 755

In 2008, net foreign exchange gains realized by the Company’s U.S. segment were principally attributable to gains
realized on the settlement of foreign currency hedge agreements. These agreements expired in February 2008 and
were not replaced.

Net loss on financial instruments
Three months ended March 31

2009 2008 Change
Total $ 660 $ 9,047 $ (8,387)
Canada $ 98 $ 22 $ 76
U.S. $ 562 $ 9,025 $ (8,463)

In 2009, the Canadian segment loss on financial instruments is due to changes in the fair value of funded landfill
post-closure costs. The U.S. segment loss is the result of changes in the fair value of interest rate swaps.

In 2008, the Canadian segment loss on financial instruments relates to changes in the fair value of funded landfill
post-closure costs. U.S. segment losses were due largely to interest rate swaps, approximately $7,400, which was
entirely the result of a decline in interest rates. The expiry of foreign currency hedge agreements contributed
approximately $1,700 to the 2008 loss partially offset by a marginal gain on old corrugated cardboard (“OCC") hedge
agreements.

Other expenses
Three months ended March 31
2009 2008 Change
Total $ 37 $ 31 $ 6
Canada $ - $ - $ -
U.sS. $ 37 $ 31 $ 6

Other expenses are comprised of management bonus costs related to certain acquisitions.

Net income tax expense (recovery)
Three months ended March 31

2009 2008 Change
Total $ 6,726 $ (8,061) $ 14,787
Canada $ 4,010 $ (704) $ 4,714
U.S. $ 2,716 $ (7,357) $ 10,073

In Canada, current income tax expense increased by approximately $1,000. The erosion of losses available for
carryforward in certain Canadian operating entities is the primary reason for the increase in current income taxes.
The balance of the Canadian segment increase is due to an approximately $3,700 increase in future income tax
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expense. The utilization of losses available for carryforward within the Canadian segment group of companies
effectively reduces future income tax assets and increases future income tax expense. In the first quarter of 2009,
utilized tax losses accounted for approximately $3,300 of this segments future income tax expense, compared to a
2008 first quarter recovery of approximately $1,300. The balance of the change is due to net future income tax
recoveries recognized on timing differences between the carrying value of Canadian segment intangibles and capital
assets and their tax values.

Excluding the impact of foreign currency exchange, approximately $500, income tax expense increased
approximately $9,600 period over period for the Company’s U.S. segment. Current income tax expense was virtually
unchanged comparatively, leaving future income tax expenses as the lone contributor to the comparative increase.
Similar to the Canadian segment, the primary contributor to the Company’s comparative U.S. segment increase in
future income tax expense is the utilization of tax losses available for carryfoward. In the first quarter of 2009, the
Company’s U.S. segment recognized future income tax expense of approximately $2,000 resulting from the
utilization of tax losses, compared to a 2008 first quarter recovery of approximately $4,700. The balance of the
change is due to higher future income tax recoveries recognized in 2008 on timing differences between the carrying
value of U.S. segment capital assets and their tax values.

Non-controlling interest

With the early adoption of Canadian Institute of Chartered Accountants (“CICA”) accounting standard Non-
Controlling Interests (section 1602), effective January 1, 2009, the Company changed its presentation of non-
controlling interests from mezzanine equity to equity on the Company’s consolidated balance sheet. Non-
controlling interest is no longer deducted in the determination of net income. Instead, net income and each
component of other comprehensive income are attributed to shareholders’ equity and non-controlling interest.
Adopting this section affects the Company’s determination of net income presented in the consolidated statement
of operations and comprehensive income, the presentation of net income and non-controlling interest in the
consolidated statement of cash flows, and the presentation of non-controlling interest in the consolidated statement
of equity.

Other Performance Measures - For the three months ended March 31, 2009

(all amounts are in thousands of Canadian dollars, except per share or trust unit and PPS amounts)
Free cash flow®

Purpose and objective

The purpose of presenting this non-GAAP measure is to align the Company’s disclosure with disclosures presented
by other U.S. based companies in the waste industry. Investors and analysts use this calculation as a measure of a
company'’s valuation and liquidity. Management uses this non-GAAP measure to assess its performance relative to
other U.S. based companies, to assess its primary sources and uses of cash flow, and to assess its ability to sustain its
dividend policy.
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Free cash flow ® - cash flow approach
Three months ended March 31

2009 2008 Change

Cash generated from operating activities (per statement of cash flows) $ 60,978 S 42,934 S 18,044
Operating

Changes in non-cash working capital items 1,757 10,579 (8,822)
Capital and landfill asset purchases (25,121) (21,409) (3,712)
Other expenses 37 31 6
Financing

Share based compensation (414) - (414)
Financing and landfill development costs (net of non-cash portion) 383 (728) 1,111
Net realized foreign exchange loss (gain) 104 (624) 728
Free cash flow® $ 37724 $ 30783 $ 6,941

Free cash flow® - EBITDA® approach
The Board of Directors and management of the Company typically calculate free cash flow® using an operations
approach. Management views EBITDA™ as a proxy for cash derived from operations.

Three months ended March 31

2009 2008 Change
EBITDA®W $ 78027 $ 66858 5 11,169
Capital and landfill asset purchases (25,121) (21,409) (3,712)
Landfill closure and post-closure expenditures (1,527) (245) (1,282)
Landfill closure and post-closure cost accretion expense 924 781 143
Interest on long-term debt (11,461) (13,374) 1,913
Current income tax expense (3,118) (1,828) (1,290)
Free cash flow® $ 37724 $ 30783 $ 6,941

Excluding the impact of foreign currency exchange, approximately $4,400, free cash flow® increased comparatively.
While the Company enjoyed increasing EBITDA® contributions from its Canadian and U.S. south segments, EBITDA®
decreased comparatively in the U.S. northeast. On balance, however, EBIDTA® increased period over period by
approximately $1,800, excluding foreign currency exchange. Contributions from the Canadian and U.S. south
segments are attributable to acquisition and organic revenue growth coupled with declines in vehicle operating
costs, driven principally by declines in fuel costs. The decline in U.S. northeast EBIDTA™ contributions is due largely
to lower volumes in the region, which is the result of economic weakness. Lower interest on long-term debt,
approximately $3,000 (excluding foreign currency exchange), also contributed to the comparative increase. Lower
long-term debt levels and lower borrowing costs on variable rate lending in both Canada and the U.S. are the
primary reasons for this decline.

An increase in current income tax expense, approximately $1,000 (excluding foreign currency exchange), coupled
with the timing of landfill closure and post-closure expenditures, up approximately $1,000 (excluding foreign
currency exchange), partially offset the increases outlined above. The increase in current income tax expense is
entirely attributable to the Canadian segment. The conversion from an income trust to a corporation effectively
eliminated the Canadian segments ability to shelter taxable income beyond its available loss carryforwards, which
are being eroded at a more vigorous pace since conversion. The Company’s change in dividend policy, stemming
from the Company’s conversion, contemplated the Company’s additional cash tax obligations. The timing of
remediation spending in the Company’s U.S. northeast segment is the principal reason for the increase in landfill
closure and post-closure expenditures.
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Capital and landfill purchases
Capital and landfill purchases characterized as replacement and growth expenditures are as follows:

Three months ended March 31

2009 2008 Change
Replacement $ 15,523 S 8,929 S 6,594
Growth 9,598 12,480 (2,882)
Total $ 25,121 $ 21,409 S 3,712

Capital and landfill purchases - replacement

Capital and landfill purchases characterized as “replacement expenditures”, represent the outlay of cash to sustain
current cash flows and are funded from free cash flow®. Replacement expenditures may include some or all of the
following: the replacement of existing capital assets, including vehicles, equipment, containers, compactors,
furniture, fixtures and computer equipment. Replacement expenditures also include all landfill construction
spending for the Company’s operating landfills, which is principally comprised of cell construction.

Excluding the impact of foreign currency exchange, approximately $1,800, replacement expenditures increased
approximately $4,800. The Canadian segment represented approximately $3,300 of the increase with the balance,
approximately $1,500, due to the Company’s U.S. segment. The Canadian segment increase is due in large part to
the timing of landfill cell construction, which accounts for approximately $2,400 of the increase, with the balance
attributable to working capital adjustments. The U.S. segment increase is also on account of the timing of landfill cell
construction and working capital adjustments.

Capital and landfill purchases - growth

Capital and landfill purchases characterized as “growth expenditures”, represent the outlay of cash to generate new
or future cash flows and are generally funded from free cash flow®. Growth expenditures may include some or all of
the following: vehicles, equipment, containers, compactors, furniture, fixtures and computer equipment to support
new contract wins and organic business growth.

Net of foreign currency exchange, approximately $1,100, growth expenditures declined approximately $4,000. In
Canada and the U.S., growth expenditures declined approximately $2,300 and $1,700, respectively, due in large part

to a decline in capital required to service new residential contract wins which commenced in 2008.

Readers are reminded that revenue, EBITDA®, and cash flow contributions derived from vehicles, equipment and
container growth expenditures will materialize over the assets useful life.
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Dividends and Distributions

(all amounts are in thousands of Canadian dollars, except per share or trust unit and PPS amounts)

2009
In conjunction with the Company’s conversion from an income trust to a corporation, the Company’s expected
record and payment dates for its regular dividends, in 2009, are as follows:

Expected regular dividend schedule (payable quarterly)

Dividend
amounts per
share and
Record date Payment date PPS
March 31, 2009 April 15,2009 $ 0.125
June 30, 2009 July 15,2009 0.125
September 30, 2009 October 15, 2009 0.125
December 31, 2009 January 15,2010 0.125
Total $ 0.500

In conjunction with the Company’s conversion from an income trust to a corporation, the Company’s expected
record and payment dates for its special dividends, payable only in 2009, are as follows:

Expected special dividend schedule (payable quarterly)

Dividend
amounts per
share and
Record date Payment date PPS
March 31, 2009 April 15,2009 $ 0.125
June 30, 2009 July 15,2009 0.125
September 30, 2009 October 15, 2009 0.125
December 17,2009 December 31, 2009 0.125
Total $ 0.500

2008

The Company’s predecessor declared distributions and dividends to trust unit and participating preferred
shareholders of record for the period from January to March 2008 totaling $31,227, representing a monthly payout of
$0.1515 per trust unit and PPS.
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Summary of Quarterly Results

(all amounts are in thousands of Canadian dollars, except per share or trust unit amounts)

2009 Q1 Total
Revenues

Canada S 88,396 S 88,396

U.S. south 99,684 99,684

U.S. northeast 90,738 90,738
Total revenues $ 278,818 $ 278,818
Net income $ 12,259 $ 12,259
Net income per weighted average share, basic $ 0.18 $ 0.18
Net income per weighted average share, diluted $ 0.17 $ 0.17
2008 Q4 Q3 Q2 Q1 Total
Revenues

Canada $ 99,557 $ 104,999 $ 100,754 S 85,768 S 391,078

U.S. south 101,394 91,384 88,234 79,816 360,828

U.S. northeast 97,923 97,164 91,274 78,763 365,124
Total revenues S 298,874 S 293,547 S 280,262 S 244,347 S 1,117,030
Net income (see Note 1, page 3) $ 12,901 $ 14,296 $ 17,960 $ 10,474 $ 55,631
Net income per weighted average share or

trust unit, basic and diluted $ 0.19 $ 0.21 $ 0.26 $ 0.15 $ 0.81
2007 Q4 Q3 Q2 Q1 Total
Revenues

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

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

U.S. northeast 84,132 68,500 59,098 54,410 266,140
Total revenues $ 251,029 $ 238,513 $ 225,515 $ 202,300 $ 917,357
Net income (see Note 1, page 3) S 5,874 S 12,584 S 7,034 S 12,515 S 38,007
Net income per weighted average trust unit,

basic and diluted $ 0.09 $ 0.18 $ 0.10 $ 0.19 $ 0.56
Total approximate quarterly revenue growth from Q1 2007 to Q1 2009
Revenues - Q1 2007 S 202,300
Revenue growth additions:

Acquisitions completed from 2007 to 2009 63,700

Net price, volume, and fuel and environmental surcharge growth, net of foreign currency translation 12,800
Revenues - Q1 2009 $ 278,800
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Financial Condition

(all amounts are in thousands of Canadian dollars, unless otherwise stated)

Selected Consolidated Balance Sheet Information

Canada - u.s.- Consolidated - Canada - uUs.- Consolidated -
March 31, March 31, March 31, December 31, December 31, December 31,
2009 2009 2009 2008 2008 2008
Accounts receivable $ 51,541 S 77,074 S 128,615 S 55,551 S 76,421 S 131,972
Intangibles $ 23,793 S 117,439 $ 141,232 S 26,986 S 119,841 S 146,827
Goodwill $ 61,629 $ 715,466 $ 777,095 $ 61,629 $ 694,968 $ 756,597
Capital assets $ 160,814 $ 334,976 $ 495,790 $ 163,517 $ 336,884 $ 500,401
Landfill assets $ 185,209 S 580,884 $ 766,093 $ 185,305 $ 562,456 $ 747,761
Working capital deficit
-(current assets less
current liabilities) S (47,735) S (4,975) $ (52,710) $ (32,310) S (4,399) $ (36,709)
Accounts receivable
Change - Consolidated March 31, 2009 versus December 31, 2008 $ (3,357)
Change - Canada - March 31, 2009 versus December 31, 2008 S (4,010)
Change - U.S. - March 31, 2009 versus December 31, 2008 $ 653

The timing of certain collections due from various cities, reduced landfill volumes, seasonality, and additional efforts
to collect owed amounts, is the primary reason for the Canadian segment decline.

Foreign currency translation represents approximately $2,200 of the U.S. segment rise in accounts receivable.
Accordingly, U.S. segment accounts receivable declined period over period, approximately $1,500. The decline is
due in large part to economic weakness in the U.S. northeast segment coupled with seasonality and additional
efforts to collect owed amounts.

Intangibles

Change - Consolidated March 31, 2009 versus December 31, 2008 $ (5,595)
Change - Canada - March 31, 2009 versus December 31, 2008 $ (3,193)
Change - U.S. - March 31, 2009 versus December 31, 2008 $ (2,402)

The Canadian segment decline is entirely attributable to amortization.

Amortization, approximately $5,800, net of foreign currency exchange, approximately $3,400, is the reason for the
decline in U.S. segment intangibles.

Goodwill

Change - Consolidated March 31, 2009 versus December 31, 2008 S 20,498
Change - Canada - March 31, 2009 versus December 31, 2008 S -
Change - U.S. - March 31, 2009 versus December 31, 2008 $ 20,498

Foreign currency translation represents approximately $20,200 of the comparative increase in U.S. segment
goodwill. Fair value adjustments to preliminary purchase price allocations recorded in prior periods represents the
balance of the increase, approximately $300.
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Capital assets

Change - Consolidated March 31,2009 versus December 31,2008 $ (4,611)
Change - Canada - March 31,2009 versus December 31,2008 $ (2,703)
Change - U.S.-March 31,2009 versus December 31,2008 $ (1,908)

The decline in Canadian segment capital assets is primarily attributable to amortization, approximately $6,600, and
working capital adjustments, approximately $4,100. Cash expenditures for vehicle, equipment, and container
purchases, totaling approximately $8,100, partially offset the foregoing declines. Capital asset additions were
incurred principally to service new contract wins. The balance of the change is on account of capital asset disposals.

The decrease in U.S. segment capital assets is a function of the following: amortization, approximately $16,200,
disposals, approximately $1,600, and working capital adjustments, approximately $2,300. The aforementioned
decreases were partially offset by cash expenditures for capital assets, approximately $7,700, and foreign currency
exchange, approximately $9,700. Capital asset additions were incurred principally to maintain the Company's
current compliment of capital assets and to service organic growth. The balance of the change is on account of
gains recognized on capital asset disposals.

Landfill assets

Change - Consolidated March 31,2009 versus December 31,2008 $ 18,332
Change - Canada - March 31,2009 versus December 31,2008 $ (96)
Change - U.S.-March 31,2009 versus December 31,2008 $ 18,428

Amortization, including the amortization of capitalized landfill asset closure and post-closure costs, approximately
$4,300, is the primary reason for the Canadian segment decline in landfill assets. Amortization was partially offset by
additions, approximately $2,300, working capital adjustments, approximately $1,200, and capitalized landfill closure
and post-closure costs, a non-cash item, approximately $700. Landfill construction efforts were principally carried
out at the Company’s Lachenaie landfill during the period.

Foreign currency translation, approximately $16,400, coupled with additions, approximately $7,100, capitalized
landfill closure and post-closure costs, approximately $9,600, and working capital adjustments, approximately $600,
are the primary reasons for the U.S. segment increase. Amortization, approximately $10,500, and disposals and
disposal losses, approximately $4,800, partially offset the aforementioned increases. Landfill construction at the
Fund’s Seneca Meadows site is the largest contributor to landfill asset additions during the period.

Working capital deficit

Change - Consolidated March 31,2009 versus December 31,2008 $ (16,001)
Change - Canada - March 31,2009 versus December 31,2008 $ (15,425)
Change - U.S.-March 31,2009 versus December 31,2008 $ (576)

A decline in accounts receivable, outlined above, approximately $4,000, coupled with an approximately $14,400
increase in dividends payable, are the primary reasons for the Canadian segment increase in its working capital
deficit. Changes to the Company’s dividend policy, which occurred in conjunction with the Company’s conversion
from an income trust to a corporation, coupled with the Company’s share offering in March 2009, contributed to the
increase in dividends payable. An increase in income taxes payable, due in large part to the Company’s conversion,
coupled with a decline in prepaid expenses, due to the reclassification of containers purchased on behalf of cities in
the province of Quebec to other receivables, was partially offset by declines in accounts payable and accrued
charges resulting principally from the payment of capital and landfill asset purchases and compensation expense
accrued at December 31, 2008.

For the Company’s U.S. segment, declines in accounts payable and accrued charges were largely offset by an
increase in dividends payable, a decline in cash and cash equivalents, and a decline in accounts receivable. The
decline in accounts payable and accrued charges is due largely to capital and landfill asset purchases and
compensation expense accrued at December 31, 2008 and paid in the current quarter. Changes to the Company’s
dividend policy contributed to the increase in dividends payable while the decline in cash and cash equivalents is a
function of timing. The movement in accounts receivable is outlined above.
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Disclosure of outstanding share capital

March 31, 2009
Shares S
Common shares r 67,344 1,096,673
Special shares 11,137 -
Restricted shares (210) (3,985)
Total contributed equity l 78,271 " 1,092,688

Shareholders’ equity
The Company is authorized to issue an unlimited number of common, special and preferred shares, issuable in series.

Common Shares

Common shareholders are entitled to one vote for each common share held and to receive dividends, as and when
declared by the Board of Directors. Common shareholders are entitled to receive, on a pro rata basis, the remaining
property and assets of the Company upon dissolution or wind-up, subject to the priority rights of other classes of
shares.

On March 6, 2009, the Company closed its public offering of 8,500 common shares for total gross proceeds of
$80,750 or $9.50 per share. The Company applied the net proceeds from the public offering, approximately U.S.
$61,500, to the repayment of outstanding borrowings on its U.S. long-term debt facility.

On March 30, 2009, the Company closed the over-allotment option on its public offering of 1,275 common shares at
$9.50 per share for total gross proceeds of $12,113. The Company applied the net proceeds from the over-allotment
option, approximately U.S. $9,500, to the repayment of outstanding borrowings on its U.S. long-term debt facility.

Special Shares

Special shareholders are entitled to one vote for each special share held. The special shares carry no right to receive
dividends or to receive the remaining property and assets of the Company upon dissolution or wind-up. The
number of special shares outstanding is equivalent to the exchange rights granted to holders of the PPSs.
Participating preferred shareholders have the right to exchange one PPS for one common share of the Company. For
each PPS exchanged the same number of special shares is automatically cancelled.

Preferred Shares

At March 31, 2009, no preferred shares are issued. Each series of preferred shares shall have rights, privileges,
restrictions and conditions as determined by the Board of Directors prior to issuance. Preferred shareholders are not
entitled to vote, but take preference over the common shareholders rights in the remaining property and assets of
the Company in the event of dissolution or wind-up.

Non-controlling interest

As of April 29, 2009, 10,879 PPSs have been converted into common shares of the Company since issuance on
January 21, 2005. Each holder of a PPS receives dividends equivalent to those received by holders of the Company’s
common shares. Assuming exchange of all special shares, for common shares of the Company, 78,481 equivalent
common shares would be outstanding at March 31, 2009.
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Liquidity and Capital Resources

(all amounts are in thousands of Canadian dollars, unless otherwise stated)

Contractual obligations March 31, 2009
Payments due
Lessthan 1
Total year 1-3 years 4-5 years After 5 years

Long-term debt $ 965,615 $ 47,000 $ 729,554 S - $ 189,061
Landfill closure and post-closure costs,

undiscounted 497,833 11,360 18,231 24,119 444,123
Operating leases 41,195 7,497 9,973 7,932 15,793
Other long-term obligations®’ 21,000 - - - 21,000
Total contractual obligations $ 1,525,643 S 65,857 S 757,758 S 32,051 S 669,977
Notes:

®) Other long-term obligations include the following: payments on account of a license agreement to use the trade name “BFI” and the related
logo for the period from June 30, 2015 to June 30, 2034. Contingent consideration in respect of certain acquisitions is not included in the
table above.

Long-term debt
Summarized details of the Company'’s long-term debt facilities at March 31, 2009 are as follows:

Letters of
credit (not
reported as
long-term
debt on the
Available Consolidated Available
lending Facility drawn Balance capacity
Canadian long-term debt facilities - stated in
Canadiandollars
Senior secured debentures, series A S 47,000 S 47,000 $ - S -
Senior secured debentures, series B $ 58,000 S 58,000 S - S -
Revolving credit facility $ 305,000 S 136,000 S 24,916 $ 144,084
U.S. long-term debt facilities - stated in U.S. dollars
Term loan $ 195,000 $ 195,000 S - S -
Revolving credit facility $ 588,500 $ 276,000 $ 126,903 $ 185,597
IRBs $ 104,000 $ 104,000 S - S -

Senior secured debentures, series A

The Company plans to draw on its available Canadian revolving credit facility capacity to repay its senior secured
series A debentures which mature on June 26, 2009. Drawing on the revolving credit facility has no impact on the
Canadian segments funded debt to EBITDA® covenant, as this covenant includes both revolving credit facility
drawings and senior secured debenture borrowings in its determination. If interest rates on variable rate lending
remain at current levels, the Company will enjoy an interest expense savings of approximately 4.0% on $47,000 of
borrowings from the date of repayment through the balance of 2009.

U.S. term loan and revolving credit facility

Effective March 31, 2009, the funded debt to EBITDA® covenant declined to a maximum of 4.0 times. Concurrently
the Company’s long-term U.S. debt facility precludes the U.S. corporation from paying dividends should the funded
debt to EBITDA® ratio exceed 3.9 times, which is a decline from the previous threshold of 4.15 times.

Long-term debt to EBITDA®

At March 31, 2009, the Company is not in default of its long-term debt facility covenants. The Company’s long-term
debt to EBITDA® covenant obligations are not subject to foreign currency exchange fluctuations. Accordingly,
holding the foreign currency rate between Canada and the U.S. at parity, results in a long-term debt to EBITDA® ratio
of 2.71 times. Readers are reminded that contributions to EBITDA® from acquisitions completed within the last
twelve months are not included in the foregoing ratio and that the Company has two revolving credit facilities to

BFI Canada Ltd. - First Quarter 2009 - 18



support its Canadian and U.S. segment operations which require financial covenant tests to be prepared
independently.

Funded debt to EBITDA®
At March 31, 2009, long-term debt to EBITDA® for Canada and the U.S., as defined and calculated in accordance with
the underlying Canadian and U.S. long-term debt facility covenants, are as follows:

Canada u.s.
Funded debt to EBITDA® 1.96 3.44
Funded debt to EBITDA®) maximum ® 2.75 4.00

Notes:

@ The U.S. long-term debt facility funded debt to EBITDA® covenant contractually declined to a maximum of 4.0 on March 31, 2009 from a
maximum of 4.25 at December 31, 2008. Concurrently, the U.S. long-term debt facility precludes the U.S. corporation from paying dividends
should the funded debt to EBITDA® ratio exceed 3.9 (December 31, 2008 - 4.15). The Company expects to fund all, or a significant portion of,
its 2009 dividend payments from its Canadian operations and has applied the net proceeds from its offering in March 2009 to repay U.S.
revolving credit facility advances.

Risks and restrictions

A portion of the Company’s term loan, its two revolving credit facilities, and a portion of its IRBs are subject to
interest rate fluctuations with bank prime, the 30 day rate on bankers’ acceptances or LIBOR. The Company has
hedged U.S. $195,000 of variable rate interest on its U.S. long-term debt facility. The balance of drawings on the U.S.
long-term debt facility, U.S. $276,000, together with amounts drawn on the Company’s Canadian revolving credit
facility totaling $136,000, and amounts drawn on a portion of the IRBs, U.S. $59,000, are subject to interest rate risk.
A 1.0% rise or fall in the variable interest rate results in a U.S. $2,760, $1,360, and U.S. $590, change in annualized
interest expense incurred on the Company’s U.S. long-term debt facility, Canadian revolving credit facility, and IRBs,
respectively.

The Company is obligated under the terms of its debentures, term loan, revolving credit facilities, and IRBs
(collectively the “facilities”) to repay the full principal amount of each at their respective maturities. A failure to
comply with the terms of any facility could result in an event of default which, if not cured or waived, could
accelerate repayment of the relevant indebtedness. If repayment of the facilities were to be accelerated, there can
be no assurance that the assets of the Company would be sufficient to repay these facilities in full.

The terms of the facilities contain restrictive covenants that limit the discretion of Company management with
respect to certain business matters. These covenants place restrictions on, among other things, the ability of the
Company to incur additional indebtedness, to create liens or other encumbrances, to pay dividends on shares and
PPSs above certain levels or make certain other payments, investments, loans and guarantees, and to sell or
otherwise dispose of assets and merge or consolidate with another entity. In addition, the debentures and revolving
credit facilities contain a number of financial covenants that require the Company to meet certain financial ratios and
financial condition tests. A failure to comply with the terms of the facilities could result in an event of default which,
if not cured or waived, could result in accelerated repayment. If the repayment of the facilities were to be
accelerated, there can be no assurance that the assets of the Company would be sufficient to repay these facilities in
full.

Management of the Company actively reviews its financing alternatives.

Other

In April 2008, DBRS re-affirmed their rating of BBB low on the Company’s Canadian senior secured series A and B
debentures. The rating was subsequently placed under review pending the results of the Company’s conversion. In
July 2008, S&P re-affirmed their rating of BB on the Company’s U.S. term loan and revolving credit facility and issued
a rating of B+ on U.S. $45,000 of IRBs which were converted to fixed, from a floating rate of, interest. In October 2008,
Moody’s Investor Services re-affirmed their rating of B1 on the Company’s U.S. term loan and revolving credit facility
and changed its outlook to negative. The negative outlook is subject to adjustment, but required either a covenant
modification of the funded debt to EBITDA® reduction to 4.0 in March 2009 or a demonstrated reduction in current
funded debt to EBITDA® levels.
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Cash flows
Three months ended March 31

2009 2008 $Change
Cash flows generated from (utilized in):
Operating activities $ 60,978 $ 42,934 $ 18,044
Investing activities $ (22,968) S (41,758) $ 18,790
Financing activities $ (40,497) $ 3,373 $ (43,870)

Operating activities

Foreign currency exchange accounts for approximately $6,100 of the period over period change, while changes in
non-cash working capital contributed approximately $8,800. As outlined above, changes to the Company’s dividend
policy, which occurred in conjunction with the Company’s conversion from an income trust to a corporation,
coupled with the Company’s share offering in March 2009, contributed to the increase in dividends payable, and
accordingly, non-cash changes in working capital, approximately $16,800. Declines in accounts payable and accrued
charges partially offset the increase in dividends payable, and their declines represent timing differences in capital
and landfill asset accruals coupled with management compensation payments made in the first quarter.

Investing activities

The decrease in cash utilized in investing activities is due almost exclusively to a decline in acquisitions period over
period, approximately $18,800. The repayment of long-term debt, coupled with a continued focus on the business,
has curtailed the Company’s current period acquisition activity. Working capital adjustments were the primary
contributor to the rise in capital and landfill purchases, due principally to assets required to satisfy new contract wins
and landfill construction activities, while net proceeds on the sale of capital and landfill assets partially offset these
increases.

Financing activities

Net proceeds from the Company’s share offering, approximately $88,400, were directed to the repayment of U.S.
long-term debt facility borrowings. In addition, the Company applied approximately $38,100 of cash generated from
operating activities and the sale of capital and landfill assets to the repayment of long-term debt in both Canada and
the U.S., compared to net borrowings of approximately $34,600 in the prior period. Changes to the Company's
dividend policy, coupled with a decline in the Company’s acquisition activity, is the primary reason for the decline in
net borrowings period over period.

Seasonality

Revenues are generally higher in spring, summer and autumn months due to higher collected and disposed of waste
volumes. Higher collection and disposal revenues are partially offset by higher operating expenses to service and
dispose of additional waste volumes.
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Risks and Uncertainties

The Company is subject to various risks and uncertainties which are summarized below. Additional details are
contained in the Company’s 2008 Annual Information Form, which can be found at www.sedar.com.

e renewal or maintenance of landfill operating permits

e leverage, restrictive covenants, and capital requirements

e downturns in the world wide economy

e continued focus on growth through acquisition

e continued management of business growth

e loss of contracts through competitive bidding or early termination
e reliance on third party disposal customers

e geographic concentration of operations

e customer concentration

e weather and seasonality

e union labour agreements

e fuel surcharge cost pass through

e reliance on key management executives

e |ocalized decision making

e surety bonds, letters of credit, and insurance

e uninsured and underinsured losses

e legislation and governmental regulation

e environmental regulation and litigation

e environmental contamination

e competition

e governmental initiatives to reduce landfill disposal by encouraging alternatives
e control and influence of participating preferred shareholders

e foreign exchange exposure

e accounting estimates

e internal control over financial reporting and disclosure control procedures
e shareholder dilution

e future exchanges of the non-controlling interests investment

e market conditions resulting in share price volatility

e uncertainty of future dividend payments and level thereof

Outlook

(all amounts are in thousands of Canadian dollars, unless otherwise stated)

Overview

Management is committed to employing its improvement and market-focused strategies with the goal of
continuously delivering value to its shareholders. Management’s objective is continuous improvement, which
equates to continuous revenue growth coupled with effective cost management. New market entry, existing market
densification, and landfill development will be a continued focus of the Company as it looks for ways to expand its
operations, increase customer density in strategic markets, and increase internalization. The Company’s strengths
remain founded in the following: consistent historical organic growth, growth through strategic acquisition, strong
competitive position, a solid customer base with long-term contracts, disciplined operating process, predictable
replacement expenditure requirements, and stable cash flows. Management remains committed to actively
managing these strengths in the future.

Strategic acquisitions

In the long-term, the Company remains committed to its review and pursuit of new market and strategic “tuck-in”
acquisitions. Current disruptions in the economy and financial markets have impacted the Company’s acquisition
strategy. Accordingly, management expects that in the near-term, only accretive “tuck-in” acquisitions are likely to
be completed.
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Operations

Management is active in various permit expansion efforts at certain landfills as permitted life is consumed.
Additionally, management is actively developing alternatives to replace its Calgary landfill site and is also active in its
efforts to expand the Lachenaie landfill. In June 2008, the Company received a certificate of authorization, to allow
the Lachenaie landfill to continue operating through July 2009 while management works on a longer-term
expansion initiative. Development spending in respect of the Lachenaie expansion initiative is included in landfill
development assets on the Company’s consolidated balance sheet.

Fuel and commodity surcharges, and environmental costs, including government imposed disposal charges, will
continue to be passed through to the end customer, with a view to eliminating variability in the Company’s
operating results and cash flows. Management has entered into some fuel hedges and will continue to review its
hedging alternatives for fuel in light of current market conditions. Readers are reminded that increasing fuel costs,
environmental costs, and government imposed disposal charges result in higher revenues and, all else equal, reduce
the gross operating margin (defined as revenues less operating expenses divided by revenues).

Significant landfill volumes have been received and may not continue at a similar rate.

Residential and other government contracts bids may require significant capital expenditures and may require the
Company to borrow on its long-term debt facilities. EBITDA® resulting from new contract wins will materialize in
subsequent periods.

Other

Taxation

In conjunction with the Company'’s conversion from an income trust to a corporation, intercompany notes existing
within the structure, prior to conversion, were effectively repaid or capitalized. Accordingly, intercompany interest
expense borne by the Company’s subsidiaries is, post conversion, no longer available to shelter income subject to
tax. Once the Company utilizes the tax shelter available from carryforward losses, the Company’s cash tax expense
will increase.

Financing strategic growth

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

Withholding taxes on foreign source income

When and as applicable, withholding tax on foreign source income is recorded as current income tax expense on the
consolidated statement of operations and comprehensive income. An increase in dividends paid, or the erosion of
IESI's ability to return capital, will result in increasing withholding taxes from foreign source income received by the
Company.

Optimization of tax losses and tax efficiency of structure

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

Through December 31, 2008, the Company applied CICA accounting standard for business combinations (section
1581), which required the Company to apply the purchase method of accounting to all acquisitions. The purchase
method of accounting required the Company to recognize the fair value of all assets acquired and liabilities
assumed, including recognizing all intangible assets separately from goodwill. On acquisition, fair value adjustments
typically increased the carrying amount of capital and landfill assets and typically resulted in the allocation of a
portion of the purchase price to identified intangible assets. Accordingly, the Company’s amortization of capital,
landfill and intangible assets not only includes amortization of original cost but also includes the amortization of fair
value adjustments recognized on acquisition. Even though the Company has grown organically, a significant portion
of its growth has been through acquisitions. Therefore, fair value adjustments included in the Company’s
amortization expense are significant. The Company’s most notable fair value adjustments arose from the formation
of the Company’s predecessor company, the Company'’s initial public offering, and the Company’s acquisitions of;
IESI, the Ridge landfill, and Winters Bros. Due to the inherent difficulty in isolating each fair value adjustment for
every acquisition completed by the Company, the following selected amounts demonstrate the impact fair value
adjustments had on the Company’s amortization expense for the year ended December 31, 2008: fair value
adjustments for landfill assets and recognized intangible assets on the Company’s initial public offering accounted
for approximately $21,300, or 11.9%, of the Company’s 2008 amortization expense, and fair value adjustments for
capital and landfill assets recognized on the Company’s acquisition of IESI accounted for approximately $20,000, or
11.2%, of the Company’s 2008 amortization expense. Fair value adjustments are recognized in amortization expense
over the useful life of the underlying asset. For landfill assets, this is the landfills permitted or deemed permitted
useful life. As the Company continues to grow through acquisition, amortization expense will continue to increase.
Increases will be partially offset by declines in fully amortized fair value adjustments.

Critical Accounting Estimates

Landfill closure and post-closure costs

In the determination of landfill closure and post-closure costs the Company employs a variety assumptions,
including but not limited to, the following: engineering estimates for materials, labour and post-closure monitoring,
assumptions market place participants would use to determine these estimates, including inflation, markups, and
inherent uncertainties due to the timing of work performed, the credit standing of the Company, the risk free rate of
interest, current economic and financial conditions, landfill capacity estimates, the timing of expenditures and
governmental oversight and regulation.

Significant increases or decreases in engineering cost estimates for materials, labour and monitoring or assumptions
market place participants would use to determine these estimates could have material adverse or positive effect on
the Company’s financial condition and operating performance, all else equal. Material inputs tied to commodity
prices, which may include fuel price or other commodities, whose value fluctuates with multiple and varied market
inputs or conditions, could result in a rise or fall in engineering estimates. Both increases and decreases in cost
estimates will be recognized over the period in which the landfill accepts waste. However, upward revisions in cost
estimates are discounted applying the current credit adjusted risk free rate, while downward revisions are
discounted applying the risk free rate when the estimated closure and post-closure costs were originally recorded or
a weighted average credit adjusted risk free rate if the period of original recognition cannot be identified.

All else equal, a decline in either of the risk free rate or the Company’s credit spread over the risk free rate, or both,
results in higher recorded landfill closure and post-closure costs at any given time, as cost estimates are estimated
applying present value techniques. Inversely, an increase will result in lower recorded landfill closure and post-
closure cost estimates at any given time. Fluctuations in either of these estimates could have a material adverse or
positive effect on the Company’s financial condition and operating performance.

All else equal, a decrease or increase in expected inflation rate will result in lower or higher recorded landfill closure

and post-closure costs at any given time. A change to the Company’s inflation estimate could have a material
adverse or positive effect on the Company’s financial condition and operating performance.

BFI Canada Ltd. - First Quarter 2009 - 23



Landfill capacity estimates are estimated at least annually using survey information typically provided by
independent engineers. An increase in capacity estimates, due to changes in the landfills operating permit or
design, deemed permitted capacity assumptions, or compaction, does not impact recorded landfill closure and post-
closure costs reported at any given time, but does affect the recognition of expense in subsequent periods. All else
equal, accretion expense recorded to operating expenses will increase and thereby reduce EBITDA®, with a
corresponding decrease in landfill amortization expense. The inverse holds true for a decrease in capacity estimates.
Changes in landfill capacity estimates could have a material adverse or positive effect on the Company’s financial
condition and operating performance.

Changes to the timing of expenditures or changes to the types of expenditures or monitoring periods established
through governmental oversight and regulation could have a material adverse or positive effect on the Company’s
financial condition and operating performance. If the timing of expenditures becomes more near term, recorded
landfill closure and post-closure cost estimates will increase. Changes to governmental oversight and regulation
could increase or decrease estimated costs or the timing thereof, or result in additional or diminished capacity
estimates as a result of permit life expansion or contraction. A governmental change which renders the landfill’s
operating permit inactive will result in the Company accelerating the recognition of both closure and post-closure
costs, which will increase the recorded amount of landfill closure and post-closure costs, and these amounts could be
material.

Competitive market pressures or significant cost escalation may not be recoverable through gate rate increases and
could impact the profitability of the landfills operation or its ability to operate as a going concern.

Landfill assets

Similar to landfill closure and post-closure costs, the determination of amortization rates for landfill assets requires
the Company to employ a variety assumptions, including but not limited to, the following: engineering estimates for
materials and labour to construct landfill capacity, inflation, landfill capacity estimates, and governmental oversight
and regulation.

Changes to any of the foregoing estimates, which may include changes to material inputs tied to commodity prices,
economic and socio-economic conditions which impact the rate of inflation, changes to landfill operating permits or
design, deemed permitted capacity assumptions, or compaction which impacts landfill capacity estimates or a
change in government or a governmental change that impacts estimated costs to construct or impacts capacity, may
have a material adverse or positive effect on the Company’s financial condition and results of operations. Changes
which increase cost estimates or reduce or constrain capacity estimates will result in higher landfill asset
amortization expense in future periods, but have no immediate effect on capitalized landfill assets. Changes which
decrease cost estimates or increase capacity estimates will have an inverse effect.

Included in the capitalized cost of landfill assets, are amounts incurred to develop, expand and secure the landfills
operating permit. These amounts are amortized over the period the landfill actively accepts waste. Any change to
capacity estimates will impact the period over which these costs are amortized. A governmental change which
renders the landfill's operating permit inactive will result in the Company recognizing an impairment charge on
landfill assets, and this charge could be material.

Competitive market pressures or significant cost escalation may not be recoverable through gate rate increases and
could impact the profitability of the landfills operation or its ability to operate as a going concern.

Goodwill

The Company tests goodwill for impairment at least annually or more frequently if an event or circumstance occurs
that more likely than not reduces the fair value of a reporting unit below its carrying amount. The impairment test is
a two step test. The first test requires the Company to compare the fair value of a reporting unit to its carrying
amount. If the fair value exceeds its carrying amount, goodwill of the reporting unit is not considered impaired.
However, if the carrying amount of the reporting unit exceeds it fair value, the fair value of the reporting unit's
goodwill is compared with its carrying amount to measure the amount of impairment loss, if any. When the carrying
amount of the reporting unit goodwill exceeds the fair value of goodwill, an impairment loss is recognized in an
amount equal to the excess.
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The fair value of goodwill is determined in the same manner as the value of goodwill is determined in a business
combination, whereby the excess of the fair value of the reporting unit over the amounts assigned to its assets and
liabilities is the fair value of goodwill. Fair value is the amount at which an item can be bought or sold in a current
transaction between willing parties, that is, other than in a forced sale or liquidation. To establish fair value, the
Company may employ one or more valuation techniques including a market multiple based approach. Accordingly,
if the Company’s enterprise value declines due to share price erosion or the Company’s EBITDA® declines as a result
of a more pronounced and continuing recession, goodwill may be impaired and could have a material adverse effect
on the Company'’s financial condition and operating performance.

The Company will continue to monitor both economic and financial conditions and re-perform its goodwill test for
impairment as conditions warrant.

Income taxes

Future income taxes are calculated using the liability method of accounting for income taxes. Future income tax
assets and liabilities are determined based on differences between the financial reporting and tax bases of assets and
liabilities, and are measured using the substantively enacted tax rates and laws that will be in effect when the
differences are expected to reverse. The effect of a change in tax rates on future income tax assets and liabilities is
recorded to operations in the period in which the change occurs. Unutilized tax loss carryforwards that are not more
likely than not to be realized are reduced by a valuation allowance in the determination of future income tax assets.

Significant changes to substantively enacted tax rates or laws, or estimates of timing difference reversal, could result
in a material adverse or positive effect on the Company’s financial condition and operating performance. In addition,
changes in regulation or insufficient taxable income could impact the Company’s ability to utilize its tax loss
carryfowards which could have a significant impact on future income taxes.

Accrued accident claims reserve

The Company is self-insured for certain general liability, auto liability, and workers’ compensation claims. For claims
that are self-insured, stop-loss insurance coverage is maintained for incidents in excess of U.S. $250 and U.S. $500,
depending on the policy period in which the claim occurred. Annually, the Company uses independent actuarial
reports as a basis for developing estimates for reported claims and estimating claims incurred but not reported.

Significant fluctuations in assumptions used to assess and accrue for accident claims reserves, including filed and
unreported claims, claims history, the frequency of claims and settlement amounts, could result in a material adverse
or positive impact on the Company’s financial condition and operating performance.

Other

Other estimates include, but are not limited to, the following: estimates of the Company’s allowance for doubtful
accounts receivable; recoverability assumptions for landfill development assets; the useful life of capital and
intangible assets; estimates and assumptions used in the determination of the fair value of contingent acquisition
payments; various economic estimates used in the development of fair value estimates, including but not limited to
interest and inflation rates; and estimates used in the development of employee future benefit plan amounts,
including but not limited to discount rates, expected long-term rates of return on plan assets, rates of compensation
increases and the average remaining service period for active employees.
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Environmental Matters

Legislation and governmental regulation
The Company is subject to extensive legislation and governmental regulation that may restrict or increase the cost of
its operations.

The Company’s equipment, facilities and operations are subject to extensive and changing federal, provincial, state
and local laws and regulations relating to environmental protection, health, safety, training, land use, transportation
and related matters. These include, among others, laws and regulations governing the use, treatment,
transportation, storage and disposal of wastes and materials, air quality, water quality, permissible or mandatory
methods of processing waste and the remediation of contamination associated with the release of hazardous
substances. In addition, federal, provincial, state and local governments may change the rights they grant to, and
the restrictions they impose on, waste management companies, and those changes could restrict the operations and
growth of the Company.

The Company’s compliance with regulatory requirements is costly. The Company may be required to enhance,
supplement or replace its equipment and facilities and to modify landfill operations and, if it is unable to comply
with applicable regulatory requirements, it could be required to close certain landfills. The Company may not be
able to offset the cost of complying with these requirements. In addition, environmental regulatory changes or an
inability to obtain extensions to the life of a landfill could accelerate or increase accruals or expenditures for closure
and post-closure monitoring and obligate the Company to spend monies in addition to those currently accrued.

Extensive regulations govern the design, operation, and closure of landfills. For example, in October 1991, the U.S.
Environmental Protection Agency (“EPA”) established minimum federal requirements for solid waste landfills under
Subtitle D of The Federal Resource Conservation and Recovery Act of 1976, as amended. If IESI fails to comply with the
Subtitle D regulations, it could be required to undertake investigatory or remedial activities, curtail operations or
close a landfill temporarily or permanently, or be subject to monetary penalties. Moreover, if regulatory agencies fail
to enforce the Subtitle D regulations vigorously or consistently, competitors whose facilities do not comply with the
Subtitle D regulations or their state counterparts may obtain an advantage over IESI. The financial obligations of the
Company arising from any failure to comply with the Subtitle D regulations could harm its business and operating
results.

Certain of Company’s waste disposal operations traverse state, provincial, county and the Canada/U.S. national
boundaries. In the future, the Company'’s collection, transfer, and landfill operations may be affected by proposed
U.S. federal legislation governing interstate shipments of waste. Such proposed federal legislation could prohibit or
limit the disposal of out-of-state waste (including waste from Canada) and may require states, under certain
circumstances, to reduce the amount of waste exported to other states. If this or similar legislation is enacted in
states in which IESI operates, it could have an adverse effect on the Company’s operating results, including IESI
landfills that receive a significant portion of waste originating from out-of-state. In addition, management believes
that several states have proposed or have considered adopting legislation that would regulate the interstate
transportation and disposal of waste in the states’ landfills.

Collection, transfer, and landfill operations for IESI may also be affected by “flow control” legislation. Some states
and local governments may enact laws or ordinances directing waste generated within their jurisdiction to a specific
facility for disposal or processing. If this or similar legislation is enacted, state or local governments could limit or
prohibit disposal or processing of waste in transfer stations or landfills or in third party landfills used by IESI.

In 1996, the New York City Council enacted Local Law 42, which prohibits the collection, disposal or transfer of
commercial and industrial waste without a license issued by the New York City Business Integrity Commission,
formerly known as the Trade Waste Commission (the “Business Integrity Commission”), and requires Business
Integrity Commission approval of all acquisitions or other business combinations in New York City proposed by all
licensees. The need for review by the Business Integrity Commission could delay the Company’s consummation of
acquisitions in New York City, which could limit its ability to expand its business in this region.
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From time to time, provincial, state or local authorities consider and sometimes enact laws or regulations imposing
fees or other charges on waste disposed of at landfills. If additional fees are imposed in jurisdictions in which the
Company operates and it is not able to pass the fees through to its customers, the Company’s operating results
would be negatively affected.

The Company and its senior representatives, managers and other employees must comply with the requirements of
federal, provincial, and state legislation related to worker health and safety. These requirements can be onerous and
include, in Canada, a requirement that any person that directs (or has the authority to direct) how another person
does work or performs a task must take reasonable steps to prevent bodily harm to any person arising from that
work or task. Failure to comply with these requirements may result in criminal or quasi-criminal proceedings and
related penalties.

The operational and financial effects discussed above associated with compliance with the laws and regulations and
changes thereto to which the Company will be subject, could require it to make significant expenditures or
otherwise affect the way it operates its business, and could affect the Company’s financial condition and results of
operations.

Environmental regulation and litigation

The Company may be subject to legal action relating to compliance with environmental laws, and to civil claims from
parties alleging some harm as a consequence of migrating contamination, odours, and other releases to the
environment or other environmental matters (including the acts or omissions of its predecessors) for which the
business may be responsible. It may also be subject to court challenges of its operating permits.

Solid waste management companies are often subject to close scrutiny by federal, provincial, state, and local
regulators, as well as private citizens, and may be subject to judicial and administrative proceedings, including
proceedings relating to their compliance with environmental and local land use laws.

In general, environmental laws authorize federal, provincial, state or local environmental regulatory agencies and
attorneys general (and in some cases, private citizens) to bring administrative or judicial actions for violations of
environmental laws or to revoke or deny the renewal of a permit. Potential penalties for such violations may include,
among other things, civil and criminal monetary penalties, imprisonment, permit suspension or revocation, and
injunctive relief. These agencies and attorneys general may also attempt to revoke or deny renewal of the Company’s
permits, franchises or licenses for violations or alleged violations of environmental laws or regulations. Under certain
circumstances, citizens are also authorized to file lawsuits to compel compliance with environmental laws,
regulations or permits under which the Company will operate and to impose monetary penalties. Surrounding
landowners or community groups may also assert claims alleging environmental damage, personal injury or
property damage in connection with Company’s operations.

From time to time, the Company has received, and may in the ordinary course of business in the future receive,
citations or notices from governmental authorities alleging that its operations are not in compliance with its permits
or certain applicable environmental or land use laws or regulations. The Company will generally seek to work with
the relevant authorities and citizens and citizen groups to resolve the issues raised by these citations or notices.
However, the Company may not always be successful in resolving these types of issues without resorting to litigation
or other formal proceedings. Any adverse outcome in these proceedings, whether formal or informal, could result in
negative publicity, reduce the demand for Company’s services, and negatively impact results from operations. A
significant judgment against the Company, the loss of a significant permit or license or the imposition of a significant
fine could also affect the Company'’s financial condition and results of operations.

IESI's future compliance with landfill gas management requirements under the Clean Air Act of 1970, as amended,
may require installation of costly equipment, as well as incurring additional operating and maintenance costs.
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Environmental contamination

The Company may have liability for environmental contamination associated with its own current and former
facilities as well as third party facilities. The Company may also be susceptible to negative publicity if it is identified as
the source of potential environmental contamination.

The Company could be liable to federal, provincial or state governments or other parties if hazardous (or other
regulated or potentially harmful) substances contaminate or have contaminated its properties, including soil or
water under its properties, or if such substances from its properties contaminate or have contaminated the
properties of others. The Company could be liable for this type of contamination even if the contamination did not
result from its activities or occurred before the Company owned or operated the properties. The Company could
also be liable for such contamination at properties to which it transported such substances or arranged to have
hazardous substances transported, treated or disposed. Certain environmental laws impose joint and several and
strict liability in connection with environmental contamination, which means that the Company could have to pay all
recoverable damages, even if the Company did not cause or permit the event, circumstance or condition giving rise
to the damages. Moreover, many substances are defined as “hazardous” under various environmental laws and their
presence, even in minute amounts, can result in substantial liability. While the Company may seek contribution for
these expenses from others, it may not be able to identify who the other responsible parties are and it may not be
able to compel them to contribute to these expenses or they may be insolvent or unable to afford contribution. If
the Company incurs liability and if it cannot identify other parties whom it can compel to contribute to its expenses
and who are financially able to do so, it could impact the Company'’s financial condition and results of operations.

In addition, the Company has previously acquired, and may in the future acquire, businesses that may have handled
and stored, or will handle and store, hazardous substances, including petroleum products, at their facilities. These
businesses may have released substances into the soil or groundwater. They may also have transported or disposed
of substances or arranged to have transported, disposed of or treated substances to or at other properties where
substances were released into soil or groundwater. Depending on the nature of Company’s acquisition of these
businesses, and other factors, the Company could be liable for the cost of cleaning up any contamination, and other
damages, for which the acquired businesses are liable. Any indemnities or warranties the Company obtained or
obtains in connection with the purchases of these businesses may not suffice to cover these liabilities, due to limited
scope, amount or duration, the financial limitations of the party who gave or gives the indemnity or warranty or
other reasons. Moreover, available insurance does not cover liabilities associated with some environmental issues
that may have existed prior to attachment of coverage.

The Company could be subject to legal actions brought by governmental or private parties in connection with
environmental contamination or discharges.  Any substantial liabilities associated with environmental
contamination, whether to federal, provincial or state environmental authorities or other parties, could affect the
Company's financial condition and results of operations.

The currently inactive Tantalo landfill, which is located on the Seneca Meadows landfill, has been identified by the
State of New York as an “Inactive Hazardous Waste Disposal Site”. In September 2003, the Department of
Environmental Conservation (“DEC") issued a consent order which requires the Seneca Meadows landfill to develop a
hazardous waste disposal site remedial program for the landfill. Because the remediation effort is ongoing, the total
cost of the remediation is subject to change. In October 2003, IESI purchased a 10 year “Clean-up Cost Cap Insurance
Policy” which provides an additional U.S. $25,000 of coverage (with 10% co-pay) in excess of a self-insured retention
for the estimated remediation costs. If the total cost of expected compliance costs or any remediation substantially
exceeds the Company’s applicable reserves and insurance coverage, it could affect the Company’s financial
condition and results of operations.

BFI Canada Ltd. - First Quarter 2009 - 28



New Accounting Policies Adopted

Goodwill and intangible assets

Effective January 1, 2009, the Company adopted CICA accounting standard Goodwill and Intangibles (section 3064).
CICA 3064 establishes standards for the recognition, measurement, presentation and disclosure of internally
generated goodwill and intangible assets. The adoption of CICA 3064 had no impact on the Company'’s consolidated
financial statements.

Business combinations

Effective January 1, 2009, the Company early adopted CICA accounting standard Business Combinations (section
1582), which replaced Business Combinations (section 1581). This section outlines a variety of changes, including,
but not limited to the following: an expanded definition of a business, a requirement to measure all business
combinations and non-controlling interests at fair value, and a requirement to recognize future income tax assets
and liabilities and acquisition and related costs as expenses of the period. CICA 1582 has been applied prospectively
to all business combinations from January 1, 2009 onward and accordingly its adoption had no effect on previously
reported amounts.

Consolidated financial statements

Effective January 1, 2009, the Company early adopted CICA accounting standard Consolidated Financial Statements
(section 1601), which in combination with CICA 1602, replaces Consolidated Financial Statements (section 1600).
CICA 1601 establishes standards for the preparation of consolidated financial statements and specifically addresses
consolidation accounting following a business combination that involves the purchase of an equity interest in one
company by another. Adopting this standard had no effect on the Company’s previously reported consolidated
financial statements.

Non-controlling interests

Effective January 1, 2009, the Company early adopted CICA accounting standard Non-Controlling Interests (section
1602), which in combination with CICA 1601, replaces Consolidated Financial Statements (section 1600). CICA 1602
establishes standards of accounting for a non-controlling interest in a subsidiary in consolidated financial statements
subsequent to a business combination. This section requires retrospective application with certain exceptions.
Adopting CICA 1602 changes the Company’s presentation of non-controlling interests from mezzanine equity to
equity on the Company’s consolidated balance sheet. Non-controlling interest is no longer deducted in the
determination of net income. Instead, net income and each component of other comprehensive income are
attributed to shareholders’ equity and non-controlling interest. Adopting this section affects the Company’s
determination of net income presented in the consolidated statement of operations and comprehensive income, the
presentation of net income and non-controlling interest in the consolidated statement of cash flows, and the
presentation of non-controlling interest in the consolidated statement of equity.

New Accounting Policies Requiring Adoption

International Financial Reporting Standards (“IFRS")

On February 13, 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed that the use of IFRS will be
effective for interim and annual financial statements relating to fiscal years beginning on or after January 1, 2011.
The Company anticipates filing a Preliminary Short Form Base Shelf Prospectus and applying for a listing on the New
York Stock Exchange in 2009. Therefore, the Company expects to report its consolidated financial results in U.S.
GAAP commencing in 2009 and expects to transition to IFRS in accordance with the timing set forth by the Securities
and Exchange Commission.
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Definitions of EBITDA and free cash flow

A All references to “EBITDA” in this MD&A are to “income before the following” on the consolidated statement of operations and
comprehensive income. “Income before the following” excludes some or all of the following: “amortization, interest on long-term
debt, financing costs, net gain or loss on sale of capital and landfill assets, net foreign exchange gain or loss, net gain or loss on
financial instruments, other expenses, and income taxes”. EBITDA is a term used by the Company that does not have a
standardized meaning prescribed by Canadian generally accepted accounting principles (“GAAP”) and is therefore unlikely to be
comparable to similar measures used by other issuers. EBITDA is a measure of the Company’s operating profitability, and by
definition, excludes certain items as detailed above. These items are viewed by management as either non-cash (in the case of
amortization, certain financing costs, net gain or loss on financial instruments, net foreign exchange gain or loss, and future
income taxes) or non-operating (in the case of interest on long-term debt, net gain or loss on sale of capital and landfill assets,
certain financing costs, other expenses, and current income taxes). EBITDA is a useful financial and operating metric for
management, the Company’s Board of Directors, and its lenders, as it represents a starting point in the determination of free cash
flow®. The underlying reasons for exclusion of each item are as follows:

Amortization - as a non-cash item amortization has no impact on the determination of free cash flow ®.

Interest on long-term debt - interest on long-term debt is a function of the Company’s debt/equity mix and interest rates; as such, it
reflects the treasury/financing activities of the Company and represents a different class of expense than those included in
EBITDA.

Financing costs — financing costs are a function of the Company’s treasury/financing activities and represents a different class of
expense than those included in EBITDA.

Net gain or loss on sale of capital and landfill assets —proceeds from sale of capital and landfill assets are either reinvested in
additional or replacement capital or landfill assets or used to repay the Company’s revolving credit facility.

Net foreign exchange gain or loss — as non-cash items, foreign exchange gains or losses have no impact on the determination of
free cash flow®.

Net gain or loss on financial instruments — as non-cash items, gains or losses on financial instruments have no impact on the
determination of free cash flow®.

Other expenses — other expenses typically represent amounts paid to certain management of acquired companies who are
retained by the Company. These expenses are not considered an expense indicative of continuing operations. Accordingly, other
expenses represent a different class of expense than those included in EBITDA.

Income taxes — income taxes are a function of tax laws and rates and are affected by matters which are separate from the daily
operations of the Company.

EBITDA should not be construed as a measure of income or of cash flows. The reconciling items between EBITDA and net income
(loss) are detailed in the consolidated statement of operations and comprehensive income beginning with “income before the
following” and ending with “net income (loss)".

® The Company has adopted a measurement called “free cash flow” to supplement net income (loss) as a measure of operating
performance. Free cash flow is a term which does not have a standardized meaning prescribed by GAAP, is prepared before
dividends and distributions declared, and is therefore unlikely to be comparable to similar measures used by other issuers. The
objective of presenting this non-GAAP measure is to align the Company’s disclosure with disclosures presented by other U.S.
based companies in the waste industry, to assess the Company’s primary sources and uses of cash flow, and to assess the
Company'’s ability to sustain its dividend. All references to “free cash flow” in this MD&A have the meaning set out in this note.
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BFI CANADALTD.

Consolidated Balance Sheets
March 31, 2009 (unaudited) and December 31, 2008 (in thousands of dollars)

March 31, December 31,
2009 2008
(Restated - Note 4)
ASSETS
CURRENT
Cash and cash equivalents S 11,997 $ 14,720
Accounts receivable 128,615 131,972
Other receivables 543 279
Prepaid expenses 21,932 23,998
163,087 170,969
OTHER RECEIVABLES 1,619 482
FUNDED LANDFILL POST-CLOSURE COSTS (Note 7) 7,651 7,488
INTANGIBLES 141,232 146,827
GOODWILL 777,095 756,597
LANDFILL DEVELOPMENT ASSETS 10,893 10,518
CAPITAL ASSETS 495,790 500,401
LANDFILL ASSETS 766,093 747,761
$ 2,363,460 $ 2,341,043
LIABILITIES
CURRENT
Accounts payable $ 57,808 $ 66,293
Accrued charges 61,766 67,769
Dividends payable 19,620 2,862
Income taxes payable 4,595 1,699
Deferred revenues 13,648 13,226
Current portion of long-term debt 47,000 47,000
Landfill closure and post-closure costs (Note 7) 11,360 8,829
215,797 207,678
LONG-TERM DEBT 918,615 1,022,798
LANDFILL CLOSURE AND POST-CLOSURE COSTS (Note 7) 69,827 62,280
OTHER LIABILITIES 19,111 18,424
FUTURE INCOME TAX LIABILITIES 73,517 69,403
1,296,867 1,380,583
EQUITY (Note 8)
NON-CONTROLLING INTEREST 243,584 241,339
SHAREHOLDERS' EQUITY 823,009 719,121
1,066,593 960,460
$ 2,363,460 $ 2,341,043
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BFI CANADALTD.

Consolidated Statements of Operations and Comprehensive Income

For the periods ended March 31, 2009 and 2008 (unaudited - in thousands of dollars, except net income per share or

trust unit amounts)

2009 2008
(Restated - Note 4)
REVENUES $ 278,818 $ 244,347
EXPENSES
OPERATING 163,357 147,148
SELLING, GENERAL AND ADMINISTRATION 37,434 30,341
INCOME BEFORE THE FOLLOWING 78,027 66,858
AMORTIZATION 46,564 42,577
INTEREST ON LONG-TERM DEBT 11,461 13,374
FINANCING COSTS 383 -
NET (GAIN) LOSS ON SALE OF CAPITAL AND LANDFILL ASSETS (167) 40
NET FOREIGN EXCHANGE LOSS (GAIN) 104 (624)
NET LOSS ON FINANCIAL INSTRUMENTS 660 9,047
OTHER EXPENSES 37 31
INCOME BEFORE INCOME TAXES 18,985 2,413
INCOME TAX EXPENSE (RECOVERY)
Current 3,118 1,828
Future 3,608 (9,889)
6,726 (8,061)
NET INCOME 12,259 10,474
OTHER COMPREHENSIVE INCOME (LOSS)
Foreign currency translation adjustment 24,566 25,972
Commodity swaps designated as cash flow hedges, net of tax (1,387) -
COMPREHENSIVE INCOME $ 35,438 $ 36,446
Net income per share or trust unit, basic (Note 8) $ 0.18 $ 0.15
Net income per share or trust unit, diluted (Note 8) $ 0.17 $ 0.15
Weighted average number of shares or trust units outstanding (thousands), basic 59,306 57,568
Weighted average number of shares or trust units outstanding (thousands), diluted 70,443 68,706
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BFI CANADALTD.

Consolidated Statements of Cash Flows
For the periods ended March 31, 2009 and 2008 (unaudited - in thousands of dollars)

2009 2008
(Restated - Note 4)

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

OPERATING
Net income S 12,259 $ 10,474
Items not affecting cash
Share based compensation 414 -
Write-off of landfill development assets - 728
Accretion of landfill closure and post-closure costs 924 781
Amortization of intangibles 9,009 8,035
Amortization of capital assets 22,803 19,297
Amortization of landfill assets 14,752 15,245
Net (gain) loss on sale of capital and landfill assets (167) 40
Net loss on financial instruments 660 9,047
Future income taxes 3,608 (9,889)
Landfill closure and post-closure expenditures (1,527) (245)
62,735 53,513
Changes in non-cash working capital items (1,757) (10,579)
Cash generated from operating activities 60,978 42,934
INVESTING
Acquisitions (Note 6) (291) (19,053)
Investment in other receivables (1,541) -
Proceeds from other receivables 140 69
Funded landfill post-closure costs (99) (390)
Purchase of capital assets (15,764) (13,537)
Purchase of landfill assets (9,357) (7,872)
Proceeds from the sale of capital and landfill assets 4,252 83
Investment in landfill development assets (308) (1,058)
Cash utilized in investing activities (22,968) (41,758)
FINANCING
Proceeds from long-term debt 32,888 65,217
Repayment of long-term debt (159,353) (30,617)
Common shares issued, net of issue costs 88,366 -
Dividends and distributions paid to share or unitholders and dividends paid to
participating preferred shareholders (2,398) (31,227)
Cash (utilized in) generated from financing activities (40,497) 3,373
Effect of foreign exchange changes on foreign cash
and cash equivalents (236) (319)
NET CASH (OUTFLOW) INFLOW (2,723) 4,230
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 14,720 13,359
CASH AND CASH EQUIVALENTS, END OF PERIOD S 11,997 S 17,589
SUPPLEMENTAL CASH FLOW INFORMATION:
Cash and cash equivalents are comprised of:
Cash $ 11,996 $ 15,042
Cash equivalents 1 2,547

S 11,997 S 17,589

Cash paid (received) during the period for:
Income taxes
Interest

(455)
11,844

U

1,365
11,232

wr n
R%4

BFI Canada Ltd. - First Quarter 2009 - 33



€ - 600T 1931eNY 35414 - ‘P17 epeue) |{g

6//'S88 S 900'8VC _ $ (sz2'zol) S (€0T'997) § - $ . $ - $ 16/'900'L $ . $ 800C ‘L€ Y2Je je aduejeg
TL6'ST TL6'ST juswisn(pe
uole|suesy Aoualind ubiaio4
¥00'C ¥00'C uonebijqo uonesuadwod paissaq
(#00'2) (¥00'0) (.dIL7,) ueld aARUSOUI WIR3-BUO|
'S'n Aq pa4inbde saseys uowwod)
(LTT'L€) (€90°9) (¥91'92) spuspiAlqQ
vL¥'0L 869'L 9//'8 awodul 18N
095088  $ LLELST $ (LvL'8Tl)  § (518'8¥7) $ - $ - $ - $ 1G/'900'L S - $ £00T ‘LE 1aquada( je duejeg
Aynb3 152I91U] awodul JTRYIEYe snjdins saleys AInseal]  SaJeys pa1dliisay syun s S9JeYS UoWWOoD
Buijjosuod (ssoj) aAls painqguiuod
-UoN -usyaidwod
JETNI)
pale|nwindoy
£€65'990°L $ v8S‘Eve  $ £809E  $ (ss8‘90¢€) $ 680°L $ - $ (s86°€) $ . $ €/9960°L _ $ 600C ‘L€ Y2Je je aduejeg
(£8€°L) (z61) (o61°L) X1 JO 19U Sabpay Moj4 ysed
se paieubisap sdems Alpowwiod)
99SvT 98Y'€E 080°LT juswisnfpe
uolne|suesy Aouasind ubialoS
SLZ' SLz'e uonebijqo uonesuadwod paissaQ
(SLZ'Q) (SLZ'D) (,dILT,) ueld aAnuUSOUI WIR)-BUO|
'S'n Aq paJinbde saseys uowwod)
14454 14474 9suUDdXa 3Jeys pa1dIISaY
L06'68 L06'68 (8 @10N) 128JJ9 X©] pale|aJ pue s1sod
9NSS| JO 19U PaNsS| SaJeys UoWWod
(0z9’6l) (¥8£°2) (9g8‘9L) spusplalqg
6SC'CL ovL'L 6LS‘0L Swodul 18N
091’096 $ 6EE'LYT $ L6L'9L $ (8€S‘00€) $ SL9 $ - $ (586€) $ - $ TLL'900°L  $ 800 ‘L€ 12qwiad3( je dduejeg
Aunb3z 1s9J91Ul (ssoy) 1123 snjdins saieys Ainseau| S9Jeys paldlIsay suuNn 3snaj S9JeYS UOWWOD
buyjjosuod WUl dAIS painquiuod
-uoN -usyaisdwod
19yzo

paie|nwinddy

(s4ejjOp JO SpuesSNOY3 Ul - palipneun) 8007 PUR 600Z ‘L€ Yde| papua spouad sy Jo4
>w_:_om JO sjuswajels pajepijosuo)

‘dl1YAVYNYD 149



BFI CANADALTD.
Notes to the Consolidated Financial Statements

For the period ended March 31, 2009 (unaudited - in thousands, except per share or trust unit amounts, unless otherwise stated)

1.

Organization

BFI Canada Ltd. (the “Corporation”) was incorporated on May 5, 2008 under the provisions of the Business
Corporations Act (Ontario). On July 25, 2008, the Corporation sold and transferred its sole outstanding common
share to BFlI Canada Income Fund (the “Fund”) and issued an additional 99 common shares for cash
consideration of one dollar for each common share issued. On August 18", 2008 the Fund'’s Board of Trustees
approved a transaction providing for the reorganization of the Fund'’s structure from an income trust to a
corporation through a plan of arrangement (Note 5). The plan of arrangement was approved by the Fund’s
unitholders at a special meeting held on September 25, 2008 and was approved by the Ontario Superior Court of
Justice, effective October 1, 2008. The common shares of the Corporation commenced trading on the Toronto
Stock Exchange on October 2, 2008 and the Fund's trust units were concurrently delisted. At March 31, 2009, the
Corporation is the beneficial owner of all of the issued and outstanding trust units of the Fund and its
subsidiaries.

The Corporation, through its operating subsidiaries, provides vertically integrated non-hazardous solid waste
(“waste”) services to commercial, industrial, municipal and residential customers in Canada and the south and
northeast United States (“U.S.”).

Interim Financial Statements

The unaudited interim consolidated financial statements do not conform in all respects to the requirements of
Canadian generally accepted accounting principles (“GAAP”) for annual financial statements and should
therefore be read in conjunction with the audited consolidated financial statements and notes thereto included
in the Company’s annual report for the year ended December 31, 2008. The unaudited interim consolidated
financial statements have been prepared by management in accordance with GAAP applicable to interim
financial statements and follow the same accounting policies and methods in their application as the most
recent audited annual financial statements, except as indicated in Notes 3 and 4.

Summary of Significant Accounting Policies

Basis of presentation

In accordance with Emerging Issues Committee (“EIC") abstract 170, “Conversion of an Unincorporated Entity to
an Incorporated Entity”, the plan of arrangement (Note 5), and resulting one for one exchange of the Fund's trust
units into common shares of the Corporation, did not constitute a change of control. Accordingly, the
consolidated financial statements of the Corporation have been prepared applying continuity of interests
accounting. Continuity of interest accounting reflects the operating substance of the transaction, despite the
change in legal structure, and results in comparative financial information of the Fund for the three months
ended March 31, 2008 being presented as comparative financial information of the Corporation. For the
purpose of these consolidated financial statements, the term “Company” shall denote the financial position and
results of operations for the Corporation and the Fund, and its respective subsidiaries, for all periods presented
herein.
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BFI CANADALTD.
Notes to the Consolidated Financial Statements

For the period ended March 31, 2009 (unaudited - in thousands, except per share or trust unit amounts, unless otherwise stated)

Use of estimates

The preparation of the consolidated financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities as at the date of the consolidated financial statements, and the reported
amounts of revenues and expenses during the reporting period. Estimates and assumptions include the
following: estimates of the Company’s allowance for doubtful accounts receivable; realization of future income
tax assets; future earnings, income tax and other estimates used in the annual test for impairment of goodwill;
recoverability assumptions for landfill development assets; the useful life of capital and intangible assets;
estimates and assumptions used in the determination of the fair value of contingent acquisition payments;
accrued accident claims reserves; projected landfill construction and development costs and estimated
permitted airspace capacity consumed in the determination of landfill asset amortization; estimated landfill
remediation costs; estimated closure and post-closure costs; various economic estimates used in the
development of fair value estimates, including but not limited to interest and inflation rates; estimates used in
the development of employee future benefit plan amounts, including but not limited to discount rates,
expected long-term rates of return on plan assets, rates of compensation increases and the average remaining
service period for active employees; and future income tax assets and liabilities.

In June 2008, the Company received a certificate of authorization, to allow the Lachenaie landfill to continue
operating for an additional year while management works on a longer-term expansion initiative. Management
remains optimistic that approval for a longer-term expansion will be obtained prior to the expiry of the one year
extension. Accordingly no provision for impairment has been recorded.

If the longer-term expansion is not successful, the following assets would be subject to material adjustment:
landfill development assets $2,939 (December 31, 2008 - $2,921), goodwill $19,859 (December 31, 2008 -
$19,859) and landfill assets $86,065 (December 31, 2008 - $84,042). In addition, funded landfill post-closure
costs may not be sufficient to cover the obligations required to close and monitor the landfill which may result in
a significant increase in accrued landfill post-closure cost obligations.

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

Landfill development assets

Landfill development assets represent costs incurred to develop landfills, including costs to obtain landfill
permits or expansion permits. Landfill development assets are capitalized to landfill assets once the asset is
available for use and are amortized on a per unit basis as landfill airspace is consumed. Management
periodically reviews the carrying values of landfill development assets for impairment and any resulting write-
down to the net recoverable amount is recorded in the period in which the impairment occurs.
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For the period ended March 31, 2009 (unaudited - in thousands, except per share or trust unit amounts, unless otherwise stated)

Acquisitions

The Company accounts for acquisitions using the acquisition method of accounting and allocates the purchase
price to the fair value of identifiable assets acquired and liabilities assumed and, if any, the fair value of non-
controlling interest or the non-controlling interest’s proportionate share of the net identifiable assets. Goodwill
is recognized as the excess of acquisition date fair value consideration, including any amount of non-controlling
interest in the acquired company, over the acquisition date fair values, subject to certain exceptions, of the
identifiable assets acquired. If aggregate consideration is less than the net identifiable assets acquired, a gain is
recognized to net income on the date of acquisition.

The allocation of the purchase price may require adjustment when information is absent and fair value
allocations are presented on an estimated or preliminary basis. Subsequent adjustments to estimated or
preliminary amounts are recorded retrospectively to the purchase price allocation to reflect new information
obtained about facts and circumstances that existed at the date of acquisition.

Certain of the Company’s purchase and sale agreements contain contingent consideration provisions. For
acquisitions completed subsequent to January 1, 2009, purchase price allocation adjustments resulting from
contingent consideration provisions are required when additional information is obtained subsequent to the
date of acquisition that existed at the date of acquisition. Purchase price allocation adjustments are permitted,
but are limited to the measurement period, which is the earlier of the date on which all facts and circumstances
that existed at the date acquisition are known or are determined to not be obtainable, and one year from the
date of acquisition. Changes in events that occurred subsequent to the date of acquisition are not permissible
measurement period adjustments. Changes in the fair value of contingent consideration classified as equity are
not re-measured, but their subsequent settlement is recorded to shareholders equity, while changes in the fair
value of contingent consideration classified as an asset or liability are measured at fair value and recorded to net
income or loss.

For acquisitions completed prior to January 1, 2009, contingent consideration which could be reasonably
estimated at the date of acquisition and the outcome of which could be determined beyond a reasonable doubt,
is recognized at fair value in the purchase price allocation. Consideration which is contingent on maintaining or
achieving specified revenue or earning levels, satisfying representations and warranties, achieving specified
tonnage thresholds, in the case of acquired landfills, or receiving approval from regulatory authorities for landfill
expansion, is recognized as an adjustment to the purchase price allocation when the contingency is resolved
and the additional consideration is issued or becomes issuable.

The acquisition date is the date on which the Company obtains control and is generally the date on which the
Company obtains legal title to the net assets acquired. To be recognized at the date of acquisition, assets and
liabilities must meet their fundamental definitions. Contingencies existing before or on the date of acquisition
are recognized at their fair values if they can be reliably measured. Differences in the tax versus accounting basis
of acquired net assets, are recognized to income in the period of acquisition. The Company recognizes
acquisition and related costs in the period incurred. Costs associated with the issuance of long-term debt are
recognized in the period incurred while equity issue costs are recorded against share capital on the Company’s
consolidated balance sheet.
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4. Changesin Accounting Policies

Effective January 1, 2009, the Company adopted Canadian Institute of Chartered Accountants (“CICA”)
accounting standard Goodwill and Intangibles (section 3064). CICA 3064 establishes standards for the
recognition, measurement, presentation and disclosure of internally generated goodwill and intangible assets.
The adoption of CICA 3064 had no impact on the Company’s consolidated financial statements.

Effective January 1, 2009, the Company early adopted CICA accounting standard Business Combinations (section
1582), which replaced Business Combinations (section 1581). This section outlines a variety of changes,
including, but not limited to the following: an expanded definition of a business, a requirement to measure all
business combinations and non-controlling interests at fair value, and a requirement to recognize future income
tax assets and liabilities and acquisition and related costs as expenses of the period. CICA 1582 has been applied
prospectively to all business combinations from January 1, 2009 onward and accordingly its adoption had no
effect on previously reported amounts.

Effective January 1, 2009, the Company early adopted CICA accounting standard Consolidated Financial
Statements (section 1601), which in combination with CICA 1602, replaces Consolidated Financial Statements
(section 1600). CICA 1601 establishes standards for the preparation of consolidated financial statements and
specifically addresses consolidation accounting following a business combination that involves the purchase of
an equity interest in one company by another. Adopting this standard had no effect on the Company’s
previously reported consolidated financial statements.

Effective January 1, 2009, the Company early adopted CICA accounting standard Non-Controlling Interests
(section 1602), which in combination with CICA 1601, replaces Consolidated Financial Statements (section 1600).
CICA 1602 establishes standards of accounting for a non-controlling interest in a subsidiary in consolidated
financial statements subsequent to a business combination. This section requires retrospective application with
certain exceptions. Adopting CICA 1602 changes the Company’s presentation of non-controlling interests from
mezzanine equity to equity on the Company’s consolidated balance sheet. Non-controlling interest is no longer
deducted in the determination of net income. Instead, net income and each component of other
comprehensive income are attributed to shareholders’ equity and non-controlling interest. Adopting this
section affects the Company’s determination of net income presented in the consolidated statement of
operations and comprehensive income, the presentation of net income and non-controlling interest in the
consolidated statement of cash flows, and the presentation of non-controlling interest in the consolidated
statement of equity. The effect of adopting CICA 1602 on previously reported amounts is as follows:
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Consolidated Balance Sheets
December 31,

2008 - as Changein
previously accounting December 31,
reported policy 2008 - restated
Mezzanine equity
Non-controlling interest S 241,339 S (241,339) S -
EQUITY
Non-controlling interest $ - $ 241,339 $ 241,339
Consolidated Statements of Operations and Comprehensive Income
March 31, 2008 - Changein
as previously accounting  March 31,2008 -
reported policy restated
Non-controlling interest S 1,698 S (1,698) S -
Net income $ 8,776 $ 1,698 $ 10,474
Consolidated Statements of Cash Flows
March 31, 2008 - Changein
as previously accounting  March 31,2008 -
reported policy restated
Net income $ 8,776 $ 1,698 $ 10,474
Non-controlling interest S 1,698 S (1,698) S -

Conversion

Pursuant to the plan of arrangement, the conversion of the Fund’s trust structure to a corporation resulted in
unitholder’s of the Fund receiving one common share of the Company for each trust unit held on the effective
date of conversion, October 1, 2008. The Class A unit held by IESI Corporation (“IESI") was redeemed by the Fund
for ten dollars and the Company issued, and IESI subscribed for, 11,137 special voting shares for aggregate cash
consideration of ten dollars. The participating preferred shares (“PPSs”) issued by IESI remain outstanding and
exchangeable into common shares of the Company on a one for one basis, instead of trust units of the Fund.
The consolidated financial statements of the Company have been prepared applying continuity of interests
accounting. Accordingly, the comparative figures presented herein are those of the Fund.

Share based compensation arrangements outstanding to the date of conversion, remained in effect post
conversion. Share based options to acquire trust units of the Fund were changed to share based options to
acquire shares of the Company. Similarly, restricted trust unit compensation awards which entitled certain
management to trust units of the Fund were changed to entitlements of the Company’s shares.

Acquisitions

For the three months ended March 31, 2008, the Company acquired all of the solid waste collection assets,
including various current assets, and assumed various liabilities of two waste management companies in the U.S.
Aggregate consideration, including consideration in respect of liabilities assumed amounted to $2,620 and was
allocated to the U.S. northeast and U.S. south segments as follows: $2,369 and $251, respectively. The allocation
of the purchase prices were as follows: intangibles $919, goodwill $826, capital assets $1,333, and net current
liabilities ($458). Aggregate cash consideration amounting to $2,296 excluded holdbacks and cash payments
due to sellers for achieving various business performance targets.

For the three months ended March 31, 2009, contingent consideration payments in respect of acquisitions
completed prior to January 1, 2009 totaled $291 (2008 - $16,757).
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7. Landfill Closure and Post-Closure Costs
The following tables outline key assumptions used to determine the fair value of landfill closure and post-closure
costs, the expected timing of landfill closure and post-closure expenditures, and reconcile beginning and ending
landfill closure and post-closure costs:
March 31,
2009
Fair value of legally restricted assets $ 7,651
Undiscounted closure and post-closure costs $ 497,833
Credit adjusted risk free rates - Canadian segment landfills 5.5% -9.5%
Credit adjusted risk free rates - U.S. segment landfills 5.7% -7.2%
Expected timing of undiscounted landfill closure and post-closure expenditures
2009 $ 11,360
2010 12,630
2011 5,601
2012 12,325
2013 11,794
Thereafter 444,123
$ 497,833
Three months Three months
ended ended
March 31, 2009 March 31, 2008
Landfill closure and post-closure costs, beginning of year $ 71,109 $ 58,843
Provision for landfill closure and post-closure costs, during the period 10,553 1,772
Accretion expense, during the period 924 781
Landfill closure and post-closure expenditures, during the period (1,527) (245)
Disposal of landfill closure and post-closure costs, during the period (1,672) -
Foreign currency translation adjustment, during the period 1,800 1,934
Landfill closure and post-closure costs, end of period $ 81,187 S 63,085
8. Equity

Common Shares

On March 6, 2009, the Company closed its public offering of 8,500 common shares at $9.50 per share for total
gross proceeds of $80,750. The Company applied the net proceeds from the public offering, approximately U.S.
$61,500, to the repayment of outstanding borrowings on its U.S. long-term debt facility. On March 30, 2009, the
Company closed the over-allotment option on its public offering of 1,275 common shares at $9.50 per share for
total gross proceeds of $12,113. The Company applied the net proceeds from the over-allotment option,
approximately U.S. $9,500, to the repayment of outstanding borrowings on its U.S. long-term debt facility.
Aggregate equity issue costs amounted to $4,496 and the tax effect thereon totaled $1,534.

BFI Canada Ltd. - First Quarter 2009 - 40



BFI CANADALTD.
Notes to the Consolidated Financial Statements

For the period ended March 31, 2009 (unaudited - in thousands, except per share or trust unit amounts, unless otherwise stated)

Net income per share or trust unit
The following table reconciles net income and the weighted average number of shares outstanding at March 31,

2009 and trust units outstanding at March 31, 2008 for the purpose of computing basic and diluted net income
per share or trust unit.

March 31
2009 2008
(Restated - Note 4)
Net income $ 12,259 S 10,474
Net income - attributable to common share or trust unitholders $ 10,519 S 8,776
Weighted average number of shares or trust units, basic 59,306 57,568
Dilutive effect of PPSs 11,137 11,138
Weighted average number of shares or trust units, diluted 70,443 68,706
Net income per weighted average share or trust unit, basic $ 0.18 $ 0.15
Net income per weighted average share or trust unit, diluted $ 0.17 $ 0.15

Share based options are anti-dilutive to the calculation of net income per share or trust unit and have been
excluded from the calculation.

9. Employee Future Benefits

The components of net benefit plan expense, recorded as an operating expense in the consolidated statements
of operations and comprehensive income, are as follows:

March 31
2009 2008
Current service cost $ 12 $ 17
Interest cost 12 11
Expected return on plan assets (11) (14)
Amortization of transition asset (1) (1
Net actuarial losses 9 3
$ 21 $ 16

Net benefit plan expense

10.Segmented Reporting

The Company carries on business through three separate geographic segments: Canada, U.S. south and U.S.
northeast. The business segments are vertically integrated and principally include landfills and landfill gas to
energy facilities, collection and disposal of waste and recyclable products, transfer station operations, and
material recovery facilities. The geographic location of each business segment limits the volume and amount of

transactions between each segment.
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The accounting policies applied by the business segments are the same as those described in the summary of
significant accounting policies. U.S. corporate selling, general and administration expenses are allocated to the
U.S. south and U.S. northeast segments based on various factors, which may include income before the
following™. The Company evaluates segment performance based on gross revenues, less operating and selling,
general and administration expenses.

March 31
2009 2008
Revenues
Canada S 88,396 S 85,768
U.S. South 99,684 79,816
U.S. Northeast 90,738 78,763
$ 278,818 $ 244,347
Income before the following ®)
Canada S 29,855 S 28,154
U.S. South 26,266 18,007
U.S. Northeast 21,906 20,697
$ 78,027 $ 66,858
Amortization
Canada S 14,103 S 13,592
U.S. South 14,152 12,244
U.S. Northeast 18,309 16,741
$ 46,564 $ 42,577

5 Income before the following represents net income before amortization, interest on long-term debt, financing costs, net (gain) loss on
sale of capital assets, net loss on financial instruments, net foreign exchange loss (gain), other expenses and income taxes.

March 31, 2009
Canada U.S. South U.S. Northeast Total
Capital assets $ 160,814 $ 192,363 $ 142,613 S 495,790
Landfill assets $ 185,209 $ 152,831 $ 428,053 $ 766,093
Goodwill $ 61,629 $ 210,065 $ 505,401 $ 777,095
Total Assets $ 511,660 $ 622,275 $ 1,229,525 $ 2,363,460
December 31, 2008
Canada U.S. South U.S. Northeast Total
Capital assets $ 163,517 $ 192,290 S 144,594 S 500,401
Landfill assets $ 185,305 $ 153,007 $ 409,449 $ 747,761
Goodwill $ 61,629 S 203,844 S 491,124 S 756,597
Total Assets $ 521,641 $ 620,760 $ 1,198,642 $ 2,341,043
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11.Commitments and Contingencies

The Company has an accrued environmental liability of $18,774 recorded in landfill closure and post-closure
costs on the consolidated balance sheet, related principally to an inactive landfill (hereinafter referred to as
“Tantalo”), which the Company assumed as part of the IESI acquisition. The Tantalo environmental liability
consists of remediation and 30 years of post-closure monitoring totaling $22,583. The initial remediation work
commenced in 2004, and the post-closure monitoring commenced in 2007. Tantalo is a 26 acre landfill that
stopped accepting waste in 1976 and has been identified by the State of New York as an “Inactive Hazardous
Waste Disposal Site”. During its period of operation, Tantalo received both municipal and industrial waste, some
of which has been found to exhibit “hazardous” characteristics as defined by the U.S. Resource Conservation and
Recovery Act. Past activities at Tantalo have resulted in the release of hazardous wastes into the groundwater. A
remediation program has been developed for Tantalo in conjunction with the New York State Department of
Environmental Conservation. The remediation program includes: installation of groundwater barriers, protective
liner caps, leachate and gas collection systems, and storm-water drainage controls, as well as methods to
accelerate the decontamination process. In addition, IESI purchased a “Cleanup Cost Cap Insurance Policy,” with
a ten-year policy period, which provides U.S. $25,000 of coverage in excess of the remediation portion of the
liability.

The cost of remediation requires a number of assumptions and estimates which are inherently difficult to
estimate, and the outcome may differ materially from current estimates. However, management believes that its
experience provides a reasonable basis for estimating its liability. As additional information becomes available,
estimates are adjusted as applicable. It is possible that technological, regulatory or enforcement developments,
the results of environmental studies, or other factors could necessitate the recording of additional liabilities
which could be material. The estimated environmental remediation liabilities have not been reduced for
possible recoveries from other potentially responsible third parties.

12.Seasonality
Revenues are generally higher in spring, summer and autumn months due to higher collected and disposed of

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