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For the purposes of the following disclaimers, references to this "document" shall mean this presentation pack and shall be deemed to include references to the related speeches made by or to be made by 

the presenters, any questions and answers in relation thereto and any other related verbal or written communications. 

 

This document contains certain "forward-looking statements" with respect to Pennon Group's financial condition, results of operations and business and certain of Pennon Group's plans and objectives with 

respect to these matters. 

 

Forward-looking statements are sometimes, but not always, identified by their use of a date in the future or such words as "anticipate", "aim", “believe”, “continue”, "could", "due", "estimate“, "expect", 

“forecast”, "goal", “intend", "may", “plan", “project”, “seek”, "should", "target", “will” and related and similar expressions, as well as statements in the future tense. By their very nature forward-looking 

statements are inherently unpredictable, speculative and involve risk and uncertainty because they relate to events and depend on circumstances that will or will not occur in the future. 

 

Various known and unknown risks, uncertainties and other factors could lead to substantial differences between the actual future results, financial situation development or performance of the Group and the 

estimates and historical results given herein. Undue reliance should not be placed on forward-looking statements which are made only as of the date of this document. Important risks, uncertainties and other 

factors that could cause actual results, performance or achievements of Pennon Group to differ materially from any outcomes or results expressed or implied by such forward-looking statements are for South 

West Water changes in law, regulation or decisions by governmental bodies or regulators, non-recovery of customer debt, poor operating performance due to extreme weather and climate change, poor 

service provided to customers, non-compliance or occurrence of avoidable health and safety incidents, significant operational failures or incidents, uncertainty arising from regulatory market reforms; for 

Viridor changes in law, regulation or decisions by governmental bodies or regulators, reduced waste volumes to landfill and in the overall market, business interruption particularly in growing the energy 

recovery facilities business, downward pressure on UK wholesale power prices, non-compliance or occurrence of avoidable health and safety incidents, failure or increased cost of capital projects and/or joint 

ventures not achieving predicted revenues or performance, exposure to contractor failure to deliver construction progress and increasing costs and potentially requiring lengthy legal action or other redress, 

reliability and performance of assets and obsolescence of plants, reduced customer base, increased competition affecting prices or reduced demand for services, potential over capacity in the UK and in 

other parts of the European ERF markets impacting demand for Viridor’s new plants and information technology systems requiring replacement, development or upgrading to meet growing requirements of 

the business; and for the Group an inability to raise sufficient funds to finance its activities or such funds only being available at higher cost and pension costs increasing due to higher cost for future service 

and growing deficit in relation to past service in the Defined Benefit Scheme.  

 

The above risks and other risks are described in greater detail in the 2015 Annual Report on the Company’s website. Forward looking statements should therefore be construed in light of such risks, 

uncertainties and other factors and undue reliance should not be placed on them. Nothing in this document should be construed as a profit forecast. 

 

All written or verbal forward-looking statements, made in this document or made subsequently, which are attributable to Pennon Group or any other member of the Pennon Group or persons acting on their 

behalf are expressly qualified in their entirety by the factors referred to above. Pennon Group may or may not update these forward-looking statements.  

 

This document is not an offer to sell, exchange or transfer any securities of Pennon Group or any of its subsidiaries and is not soliciting an offer to purchase, exchange or transfer such securities in any 

jurisdiction. 

 

Without prejudice to the above, whilst Pennon Group accepts liability to the extent required by the Listing Rules, the Disclosure Rules and the Transparency Rules of the UK Listing Authority for any 

information contained within this document which the Company makes publicly available as required by such Rules: 

 

(a) neither Pennon Group nor any other member of Pennon Group or persons acting on their behalf shall otherwise have any liability whatsoever for loss howsoever arising, directly or indirectly, from use of 

the information contained within this document;  

 

(b) neither Pennon Group nor any other member of Pennon Group or persons acting on their behalf makes any representation or warranty, express or implied, as to the accuracy or completeness of the 

information contained within this document; and 

 

(c) no reliance may be placed upon the information contained within this document to the extent that such information is subsequently updated by or on behalf of Pennon Group. 

 

Past performance of securities of Pennon Group cannot be relied upon as a guide to the future performance of any securities of Pennon Group.   

Pennon Group Plc (“Pennon Group”) Disclaimer  



A team with a track record of delivery 

An experienced team with a wide range of skills 

Viridor 
Meet the Team 
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Ian McAulay  

Chief Executive  

Ian joined as Chief Executive of 

Viridor and Executive Director of 

Pennon Group PLC in September 

2013. Prior to joining Viridor, Ian was 

Chief of Global Strategy and 

Corporate Development with MWH 

Global based in the US and previously 

Managing Director, Capital 

Programmes, at United Utilities. Ian is 

a chartered civil engineer, has a 

degree in civil engineering and has 

successfully completed the Harvard 

Business School’s Advanced 

Management Programme and 

Cambridge University’s Business and 

Environment Programme. 

Phillip Piddington 

Chief Operating Officer - Energy 

Phillip Piddington was appointed Chief 

Operating Officer of Viridor's newly 

established energy division in 2014. 

Prior to this he was Director of 

Biomass for RWE Innogy GmbH, the 

renewables firm within the RWE 

Group, and a member of the Board of 

RWE Innogy UK. 

Phil has gained more than 18 years of 

management experience in the 

energy business, among others as 

MD of BP Energy Ltd. and Head of 

Cogen Asset Management for RWE 

Npower in the UK. 

In addition to his Viridor 

responsibilities he is also Vice 

President of The Association for 

Decentralised Energy in the UK and 

Chairman of Cogen Europe. 

Paul Ringham 

Commercial Director 

Paul joined the Viridor Board in 2014 and is 

responsible for business development, contract 

management and governance, energy trading, 

major bids and bid management, procurement 

and sales operations and marketing. 

Prior to joining Viridor Paul was the Vice 

President for Local & Devolved Government 

within BT plc’s Global Services Division and was 

responsible for all of BT’s business with Britain’s 

local authorities and with the devolved 

governments in Scotland and Wales. Before that 

Paul was the Commercial Director for BT’s 

Global Services Division, Director of Corporate 

Finance for the BT Group and spent four years 

working in PricewaterhouseCoopers’ Corporate 

Finance division in London. 

Paul is a chartered accountant, having qualified 

with Coopers & Lybrand in 1995, after 

graduating from the University of York with a 2:1 

in Biology. 

Chris Jonas 

Director of Business 

Development 

Chris is Director of Business 

Development for Viridor and chair 

of the company’s Technology and 

Innovation Steering Group.  Chris 

is responsible for public sector 

development, strategic planning, 

M&A  projects in Viridor’s core 

business areas of renewable 

energy, waste management and 

recycling operations.  Chris also 

has responsibility for 

management of  Viridor’s estates 

interests and research and 

development activity.   
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Viridor is now established as a leading UK renewable 

energy, recycling and waste management business 

 

A market leader well-positioned today and for the future 

 

Value-enhancing ERF portfolio 

• Positioned to benefit from structural                    

under-capacity in the residual waste market 

• Supported by optimal contracted position 

 

Forecast to deliver substantial growth over the long-term 

 

Earnings enhancing for Pennon Group 

 

 

 

Introduction 



ERFs expected to contribute c.£100m to Statutory EBITDA in 2016/17 

EBITDA evolution 

(1) Also known as Service Concession or Notional Interest. This applies to the West Sussex, Exeter and Glasgow PPPs 
(2) Joint ventures’ share of EBITDA. For Viridor Laing Greater Manchester (VLGM), this is the share of IFRS EBITDA plus service concession interest 
(3) Charts show underlying EBITDA net of Overheads. See slide 52 in Viridor section of appendix for full EBITDA by Activity 

 

 

Viridor  
Financial Performance   

Underlying 

EBITDA(3) 
Underlying 

EBITDA(3) 

Collection  

Contracts 

Recycling  

Landfill Gas 

ERFs  

Share of  

JVs (2) 

 

IFRIC 12 interest (1) 

Landfill  

Collection  

Contracts 

Recycling  

Landfill Gas 

ERFs  

Share of  

JVs (2) 

 

IFRIC 12 interest (1) 

Landfill  

2013/14 2014/15 
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Unrivalled expertise delivering the right strategy for each business 

Legacy Business Recycling & Resources Energy 

Landfill Recycling Collection & 

Contracts 

Landfill 

Gas 

ERF 

Short-term 

outlook 

 

Headwinds in 

commodity pricing 

currently creating 

challenging 

environment 

 

Long-term 

fundamentals 

 
Prescribed to close  

by EU and UK 

government policy. 

Managed well for 

cash maximisation 

and alternative uses 

 
• Solid strategy to combat short-term challenges 

• Optimally positioned for the long-term across all divisions 

• Significant energy player with 270MW of total ERF portfolio capacity and 104MW of landfill gas 

Focused on creating value for shareholders 

Viridor 
Strategy 
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Well-positioned to perform in all our markets 

Options for treatment of waste arisings 

Market Overview 
Waste Arisings 
  

Source: DEFRA, SEPA, NRW and Viridor analysis 
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WASTE ARISINGS 

WASTE TREATMENT 

Recycling 

Recovery 

Landfill 

Export (RDF) ERF Co-Incineration 

2020 

77mt 

38mt 

25mt 

2025 

75mt 

41mt 

22mt 

3mt 0.5mt 17mt 

Forecast capacity 
gap moves from 
4.5mt in 2020 to 
1.5mt in 2025  



Market Overview 
Recent Market Dynamics 
  

Source: CIWM, Environment Agency, Let’s Recycle, MRW, Viridor analysis 
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RDF Export Projections 
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Recent data and market experience has shown exports flattening off 

Longer-term fundamentals for exports in question 

Recent News 



High volume, predictable gas yields 

Cash generative business 

Market Overview 
Landfill and Landfill Gas 

Landfill 

• Landfill in prescriptive decline due to EU and UK government policy 

• Strategic aim is to maximise cash and explore alternative uses 

• Strategy will see 18 sites (2014/15) reducing to 3 strategic sites by 2020 

 

Landfill Gas 

• Largely predictable gas yields 

• Focused on maximising gas outputs 

• Landfill gas boosted 2014/15 by migration to higher value ROCs(1) (94%) 

from NFFO(2) (6%) 

 

Alternative Use 

• Westbury solar array operational and further projects in planning 

- Utilising existing grid connections 

• Pilsworth cryogenic energy storage £8m trial underway, funded by 

Department of Energy & Climate Change (DECC) 

• Portfolio of profitable site divestments being explored 
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(1) ROC – Renewables Obligation Certificate 
(2) NFFO – Non Fossil Fuel Obligation 

 



Viridor well-positioned for the market 

Strong long-term fundamentals underpin recycling 

Market Overview 
Recycling & Resources 
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Source: DEFRA, SEPA, NRW and Viridor analysis 

• Projections include conservative assumptions on recycling rates, population 

growth and average waste decline 
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Focusing on margin improvements and reducing volatility  

Rigorous approach to repositioning the business for future  

Viridor 
Recycling & Resources 
  

• Strong and growing drivers and demand for 

recycling 
 

• EU 70% circular economy recycling target by 2030 
 

• ITOO (Input, Throughput and Output Optimisation) 

programme creating positive momentum for next 

year 
 

• Quality remains a key differentiator within the sector 
 

• Managing short-term pressures; rigorous review of 

contracts 

11 

2014/15 2013/14 

Volumes 1.7mt 1.8mt 

Revenues £86/t £93/t 

Costs(1) £79/t £80/t 

Margin £7/t £13/t 

(1) Figures on new EBITDA basis. 2014/15 £82/t and 2013/14 £83/t on old basis 
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Viridor Case Study 
Recycling & Resources 
  

• Input Throughput Output 

Optimisation programme set for two 

years to encompass all Recycling & 

Resources assets 
 

• Wherever possible, onerous 

contracts are being beneficially 

terminated, exit negotiated, re-priced 
 

• New input contracts include 

improved risk share mechanisms 

with a gate fee basis 

ITOO in focus 

Making steady progress in improving contract performance 

Input  
 

Throughput 
 

Output  Optimisation 
 



2020 and 2025 ERF capacity projections 

Viridor confident in ERF capacity position 13 

Market Overview 
Combustible Residual Waste 
  

• DEFRA assumes 10.2mt of Biodegradable Municipal Waste (BMW) goes to landfill in 2020 

• Imperial College assumes 6.2mt of BMW goes to landfill in 2020 
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Source: DEFRA, Eunomia, Viridor analysis, Tolvik, Imperial College (supported by Veolia), Green Investment Bank, SITA 

* DEFRA and Imperial College 2020  - dotted line capacity shows position including landfilled BMW 
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Consistent and confident in our market projections 
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Viridor targeting 15% ERF market share 

• Conservative assumptions taking into account higher recycling over time and further ERF build-

out 

• ERF demand outstripping capacity; Viridor well-positioned to take market share  

 

 

  

 

Source: DEFRA, SEPA, NRW and Viridor analysis 
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Market Overview 
Combustible Residual Waste 
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As the industry continues to mature, the barriers to entry increase 

Planning consents do not match construction start reality 
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Market Overview 
ERF Capacity 
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Source: Council websites and planning portals, BDS marketing research, Lets Recycle, MRW and Viridor analysis 

 

 

• Historically less than a third of announced projects have been taken from planning to operation 
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ERF built out capacity vs available tonnage is reflective of wider trend 

Barriers to entry are high and will remain so 

Source: Viridor analysis  
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Viridor Case Study 
South Wales 
  

• ERF facilities in construction/operation represent a high barrier to entry for other proposed facilities 

• In 2010 three facilities were proposed/in planning process. In 2015 one has been built and  

      is operational 

Veolia 

Viridor 

Covanta 

2010 projection to 2020 2013 projection to 2020 Viridor 

Tonnage        Forecast capacity  Tonnage        Forecast capacity  

mt mt 

• Veolia and 

Covanta have 

both pulled out 

since 2010 



Trident Park ERF fuel loading 
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From merchant project to long term contracted facility 

Source: Viridor analysis 
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Viridor Case Study 
Trident Park (Cardiff) 
  

0%

20%

40%

60%

80%

100%

Contracted % Merchant %

2010 2011 2012 2013 2014 2015 

Planning & Permit 
Secured 

EPC Contract 
Signed 

Construction 
Start 

Under 
Construction 

Under 
Construction 

Plant 
Commissioning 

Plant 
Operational 

Project Gwyrdd Outline 
Bid Staged Stage 

Project Gwyrdd 
Detailed Bid 

Staged Stage 

Project Gwyrdd 
Final Bid Stage 

Project Gwyrdd 
Contract Signed 

Tomorrow's 
Valley in 

Procurement 

Tomorrow's 
Valley 

Completed 

Plant Status 

Contracting 

Status 

• 20% merchant exposure enables plant flexibility and short term price optimisation, while 

balancing risk  

  

 



Viridor 
ERFs and Joint Ventures 
  

2013 

By November 2014 

Since November 2014 

2015-2018 

Consented facility 

ERF business now successfully operational 

Strong, growing profitability 

Operational ERF 
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• All facilities full at opening 

 

• Over 80% of tonnage 

inputs secured 

 

• Well-balanced risk 

 

 

 

 

  

 

(1)As at June 2015 

 

 

 

 

  

 

 

Local authority 

 

Viridor collections 

 

C&I (Other contractors) 

 

Sales target  

Viridor progress in securing 

contracted tonnage(1) 

 

 

 

 

  

 



• Recently taken over plants operating in line or ahead 

of expectations in the post commissioning phase 
 

• Wholly owned plants processed 209kt and generated 

121 GWh in 2014/15(1) 

 

• All operational facilities full at opening 
 

• Over 80% of committed portfolio volumes contracted, 

of which three-quarters is long-term 
 

• Non-contracted volumes provide us with the flexibility 

to ensure we have the optimum calorific values and 

returns 
 

• A further 500kt is currently being procured through 

various Local Authority tenders 
 

 

Viridor  
Energy Recovery Facilities 

Enabling ERFs to outperform expectations 

Appropriate mix of waste secured 

(1) Excludes tonnes processed and electricity generated during commissioning 

19 



Upside potential over and above base models 

Resilient infrastructure model with contracted revenues 

20 

Viridor 
ERF Investment Case 
  

• Revenue Mix: c.70% gate fees (read across from landfill tax), 

c.25% power price, c.5% recovered metals 
 

• Technology: Viridor’s ERFs use long-established, well-proven 

moving grate technology. Glasgow the exception, which uses 

gasification 
 

• Over 80% contracted: on portfolio volumes of which over 60%             

long-term. Contracts include escalators/inflation-linking 
 

• Heat off-take: already successful at Runcorn 1, looking into 

potential at two more plants. All plants heat-enabled 
 

• Capacity Payments: ongoing review of facilities for capacity 

payment suitability 
 

• Hedging: preparing a more comprehensive hedging strategy to 

secure wholesale market upside and protect against sudden falls           

in wholesale pricing close to energy delivery 
 



Unrivalled expertise delivering the right strategy for each business 

Legacy Business Recycling & Resources Energy 

Landfill Recycling Collection & 

Contracts 

Landfill 

Gas 

ERF 

Short-term 

outlook 

 

Headwinds in 

commodity pricing 

currently creating 

challenging 

environment 

 

Long-term 

fundamentals 

 
Prescribed to close  

by EU and UK 

government policy. 

Managed well for 

cash maximisation 

and alternative uses 

 
• Solid strategy to combat short-term challenges 

• Optimally positioned for the long-term across all divisions 

• Significant energy player with 270MW of total ERF portfolio capacity and 104MW of landfill gas 

Focused on creating value for shareholders 

Viridor 
Strategy 
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Viridor is now established as a leading UK renewable 

energy, recycling and waste management business 

 

A market leader well-positioned today and for the future 

 

Value-enhancing ERF portfolio 

• Positioned to benefit from structural                    

under-capacity in the residual waste market 

• Supported by optimal contracted position 

 

Forecast to deliver substantial growth over the long-term 

 

Earnings enhancing for Pennon Group 

 

 

 

Conclusion 
 



Showcasing Viridor’s Greater Manchester operations 

Manchester, Tuesday 20th October 2015 
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Viridor 
Upcoming Analyst & Investor Day 
  

• Join the Pennon and Viridor teams for an 

overview of Viridor’s businesses and site visits 

to a selection of waste facilities including 

Runcorn ERF 

 

• Arrive the night before on Monday 19th October 

 

• The day will begin with breakfast and a 

presentation at 8am, before heading out to site 

around 9.15am. We will finish the day just 

before 5pm 

 

• The venue, along with a detailed agenda will be 

provided as we get closer to the event 



 

APPENDIX 

 

 

 



Progress on ERF pipeline 

Viridor  
ERFs (Including Joint Ventures) 

Site Capital  

Cost (1) 

Gross Capacity Status Base Load Municipal 

Contract 

Actual/Expected  

Commissioning 

Operations 

End (2) 

Tonnes 

(000) 

Electricity 

MWe 

Lakeside(3) 150 410 38 Fully Operational Merchant Commissioned 2033 

Bolton N/A 120   9 Fully Operational Greater Manchester Commissioned 2034 

Exeter   47   60   3 Operational   Exeter Commissioned 30 years 

Oxford (Ardley) 210 300 24 Initial Operation Ramp-up   Oxfordshire Commissioned 25 years 

Cardiff (Trident Park) 223 350 28 Initial Operation Ramp-up Gwyrdd (SE Wales) Commissioned 25 years 

Runcorn I(3) 236 375 28(5) Initial Operation Ramp-up Greater Manchester Commissioned 25 years 

Runcorn II 216 375 41 Initial Operation Ramp-up Merchant Commissioned 25 years 

Glasgow 155 200 15 Construction in progress Glasgow H1 2016/17 25 years 

Peterborough   72   80 7 80% complete  Peterborough H2 2015/16 30 years 

Dunbar 177 300 23(6) Construction in progress Merchant H2 2017/18 25 years 

South London (Beddington) 199 275 26 Construction in progress S London H1 2018/19 25 years 

Sub Total 2,845 242 

Avonmouth(4) 233 350 28 Planning permission achieved TBA TBA 25 years 

Grand Total 

 

3,195 

 

270 

 

ERF build-out nearing completion 

(1)  Capital cost excludes capitalised interest and for projects for which the EPC contract has not yet been executed, capital cost may vary in accordance with the Euro exchange rate 
(2) Operational period post construction. This is usually the minimum guaranteed plant life 
(3) Joint ventures economic interest (Lakeside 50%; Runcorn I 37.5%) 
(4) Project is not yet committed 
(5) Plus heat 51MWth (6) Plus heat 17MWth 
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• Net debt includes £786m(1) for Runcorn II/Exeter/Oxford/Cardiff/Glasgow/Dunbar   

• Exeter/Oxford/Cardiff/Runcorn I/Runcorn II now operational.   

• Dunbar and South London (Beddington) construction underway 

(1) Excluding capitalised interest £58m  

Cumulative spend to  

31 March 2015 
Remaining spend to completion Total project spend 

ERF projects in operation  £m  £m  £m 

Exeter  47  -  47 

Oxford (Ardley)   194  16  210 

Cardiff (Trident Park)  205  18  223 

Runcorn II  208  8  216 

Total  654  42  696 

 

ERF projects under construction 

Glasgow  121  34  155  

Peterborough  53  19  72 

Dunbar  11  166  177 

South London (Beddington)  -  199  199 

Total  185  418  603 

Total  839  460  1,299 

Peterborough financed by local authority  (53)  (19)  (72) 

Total impact on net debt  786  441  1,227 

Viridor  
Viridor ERF Capex(1) Impact on Net Debt 

Substantial ongoing ERF capex  
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Viridor  
ERF Profitability  

• Five ERFs taken over since July 2014, adding to 

the existing Lakeside and Bolton operational ERF 

assets. Two thirds of the portfolio capacity now in 

operation 

• £839m spent with £460m capital budget remaining 

• Peterborough – progressing well to schedule (80% 

complete and to capital budget) 

• Glasgow – Construction more than halfway 

complete and on schedule for completion 2016 

• Dunbar – Construction commenced January 2015 

and progressing well 

• South London (Beddington) – Construction 

commenced July 2015 

 

ERFs established and growing business 

2015/16 will see full year impact of recent handovers 27 



Viridor 
Financial Performance   
  

EBITDA by Activity(1) 

(1) Before exceptional items  
(2) Including pensions, insurance, bid costs, environmental management and overheads  
(3) Joint ventures’ (Lakeside, Viridor Laing Greater Manchester (VLGM) and TPSCo) share of EBITDA. For VLGM, this is the share of IFRS EBITDA plus service concession interest receivable 

 

(£m) 2014/15 2013/14   Change 

ERF 33.7 3.1 +987.1% 

Landfill 15.4 25.3 (39.1%) 

Recycling 11.5 23.2 (50.4%) 

Collections 10.3 11.4 (9.6%) 

Contracts and other 27.2 28.0 (2.9%) 

Landfill gas power generation 35.8 37.3 (4.0%) 

Indirect costs (2) (53.5) (52.0) (2.9%) 

EBITDA 80.4 76.3 +5.4% 

    Share of JV EBITDA(3) 41.4 41.1 +0.7% 

    IFRIC 12 interest 13.5 8.5 +58.8% 

Underlying EBITDA 135.3 125.9 +7.5% 
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Viridor 
ERF Accounting 

An illustrative, large ERF will contribute c.£28m to Viridor EBITDA 
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IFRIC 12 IAS 16 JVs 

• Exeter 
 

• Glasgow 
 

• Peterborough 

• Lakeside 
 

• Runcorn 1 
 

• Oxford (Ardley) 
 

• Cardiff (Trident 

Park) 
 

• Runcorn II 
 

• Dunbar 
 

• South London 

(Beddington) 
 

• Bolton 
 

• *Avonmouth 

(not committed) 

 

Illustrative ERF(1) 

IAS 16 IFRIC 12 JVs 

EBITDA £28m £12m -- 

IFRIC 12 Interest 

Income 

-- £16m -- 

Share of JV EBITDA 

(50%) 

-- -- £14m 

Underlying EBITDA £28m £28m £14m 

(1) From first full year of operation 
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