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Disclaimer
THIS PRESENTATION AND ITS CONTENTS ARE STRICTLY CONFIDENTIAL AND ARE NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, IN WHOLE OR IN PART, DIRECTLY OR INDIRECTLY, IN OR INTO OR FROM THE
UNITED STATES OF AMERICA, AUSTRALIA, CANADA AND JAPAN OR ANY OTHER JURISDICTION WHERE SUCH DISTRIBUTION WOULD BE UNLAWFUL OR TO ANY OTHER PERSON.
This presentation has been prepared and issued by Biffa plc (the "Company" and, together with its subsidiary undertakings, the "Group") and is the sole responsibility of the Company and comprises the written materials for a meeting
concerning the Company. This presentation is being furnished to each recipient solely for its own information and in connection with the meeting. For the purposes of this notice, "presentation" means this document, its contents or any part
of it, any oral presentation, any question or answer session and any written or oral material discussed or distributed during the meeting.
This presentation does not constitute or form part of any offer to sell or issue or invitation to purchase or subscribe for, or any solicitation of any offer to purchase or subscribe for, any securities of the Company or any member of the Group,
nor shall it or any part of it nor the fact of its distribution form the basis of, or be relied on in connection with, any contract or investment decision nor does it nor is it intended to form the basis of any contract for acquisition of or investment in
any member of the Group, financial promotion, or any offer or invitation in relation to any acquisition of or investment in any member of the Group in any jurisdiction.
You will hold the presentation in strict confidence and you will not disclose, redistribute, reproduce, publish, forward, or otherwise divulge any of its contents, electronically or otherwise, whether in whole or in part or directly or indirectly (or
permit any of the foregoing) to any other person.
Each recipient is responsible for making its own decision on the use, accuracy, reliability, fairness, completeness, appropriateness and validity of any information contained and/or referred to in this presentation. Neither the Company, any
member of the Group, or any of such persons’ respective directors, officers, employees, agents, affiliates or advisers nor any other person makes any representation, warranty or undertaking (express or implied) as to, and no reliance
should be placed on, the accuracy, completeness, fairness, quality or reasonableness of the information contained and/or referred to in this presentation (or whether any information has been omitted from this presentation) or the opinions
contained in this presentation or in any other document or information made available in connection with this presentation. No person shall have any right of action against the Company, any member of the Group, or any of such persons’
respective directors, officers, employees, agents, affiliates or advisers or any other person in relation to the truth, accuracy or completeness of any such information or for any loss, however arising (including in respect of direct, indirect or
consequential loss or damage), from any use of this presentation or its contents or otherwise arising in connection with this presentation. No duty of care is owed or will be deemed to be owed to you or any other person in respect of the
information in this presentation.
The information and opinions contained in this presentation are provided as at the date of the presentation and are indicative and for discussion purposes only and subject to verification, correction, completion and change without notice. No
person is under any obligation to update, complete, revise or keep current the information contained in this presentation nor to provide the recipient with access to any additional information that may arise in connection with it.
To the extent available, the industry, market and competitive position data contained in this presentation has come from official or third party sources. Third party industry publications, studies and surveys generally state that the data
contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data. While the Company believes that each of these publications, studies and surveys has
been prepared by a reputable source, the Company has not independently verified the data contained therein.
In addition, certain of the industry, market and competitive position data contained in this presentation comes from the Company's own internal research and estimates based on the knowledge and experience of the Company's
management in the market in which the Company operates. While the Company believes that such research and estimates are reasonable and reliable, they, and their underlying methodology and assumptions, have not been verified by
any independent source for accuracy or completeness and are subject to change without notice. Accordingly, undue reliance should not be placed on any of the industry, market and competitive position data contained in this presentation.
This presentation may contain statements that constitute forward-looking statements relating to the business, financial performance and results of the Company and the industry in which the Group operates. These statements may be
identified by words such as "expectation", "belief", "estimate", "plan", "target", or "forecast" and similar expressions or the negative thereof; or by the forward-looking nature of discussions of strategy, plans or intentions; or by their context.
No representation is made that any of these statements or forecasts will come to pass or that any forecast results will be achieved. All statements regarding the future are subject to inherent risks and uncertainties and various factors could
cause actual future results, performance or events to differ materially from those described or implied in these statements. Such forward-looking statements are based on numerous assumptions regarding the Company’s present and future
business strategies and the environment in which the Company will operate in the future. Further, certain forward-looking statements are based upon assumptions of future events which may not prove to be accurate and neither the
Company, any member of the Group, or any such persons’ directors, officers, employees or agents, nor any other person accepts any responsibility for the accuracy of the opinions expressed in this presentation or the underlying
assumptions. Actual events or conditions are unlikely to be consistent with, and may differ significantly from, those assumed. Past performance is not an indication of future results and past performance should not be taken as a
representation that trends or activities underlying past performance will continue in the future. The forward-looking statements in this presentation speak only as at the date of this presentation and the Company, any member of the Group,
or any such persons’ directors, officers, employees or agents expressly disclaims any obligation or undertaking to release any updates or revisions to these forward-looking statements to reflect any change in the Company's expectations
with regard thereto or any change in events, conditions or circumstances on which any statement is based after the date of this presentation or to update or to keep current any other information contained in this presentation or to provide
any additional information in relation to such forward-looking statements. You are therefore cautioned not to place any undue reliance on such forward-looking statements.
This presentation does not constitute an offer to sell, or a solicitation of an offer to purchase, any securities in the United States. This presentation is not directed at persons located in the United States. Any securities of the Company have
not been and will not be registered under the U.S. Securities Act of 1933, as amended (the "Securities Act"), or under the securities legislation of any state or territory of the United States, and may not be offered or sold within the United
States absent registration or an applicable exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. There will be no public offering of the Company's securities in the United States.
This presentation and the information contained herein does not and is not intended to constitute or form part of, and should not be construed as, an offer to sell or the solicitation of an offer to buy any security, commodity or instrument or
related derivative, nor does it constitute an offer or commitment to deal in any product, lend, syndicate or arrange a financing, underwrite or purchase or act as an agent or advisor or in any other capacity with respect to any transaction, or
commit capital, or to participate in any trading strategies, and does not constitute investment, legal, regulatory, accounting or tax advice to the recipient. The recipient should seek independent third party legal, regulatory, accounting and tax
advice regarding the contents of this presentation. This presentation and any materials distributed in connection with this presentation are not directed or intended for distribution to, or use by any person or entity in any jurisdiction or country
where such distribution or use would be contrary to local law or regulation or which would require any registration or licensing within such jurisdiction. In particular, this presentation or any part thereof is not for general publication, release or
distribution in the United States, Australia, Canada or Japan. Any failure to comply with these restrictions may constitute a violation of law.
By attending the meeting where this presentation is made or by accepting a copy of this presentation, you agree to be bound by the foregoing limitations and to maintain absolute confidentiality regarding the information disclosed in this
presentation.
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Presenters / attendees
to be agreed

Presenting today
Ian Wakelin
Chief Executive Officer


Appointed in September 2010



24 years of waste management experience



Co-founder of Greenstar, serving as Chief Executive Officer until its acquisition by Biffa in 2010



Prior to Greenstar, Ian held the position of Managing Director at UK Waste, a British subsidiary of
America’s Waste Management



Chartered Accountant

Michael Topham
Chief Financial Officer
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Appointed in February 2013



11 years of waste management experience



Previously served as Divisional Finance Director and Divisional Managing Director at Biffa



Prior to joining Biffa, Michael held senior finance positions in both the IT services and waste
management industries



Chartered Accountant

Investment
Highlights
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Biffa at a glance
Highlights

National footprint3



Leading UK integrated waste management company



100 year history at the forefront of the UK waste management industry providing collection,
processing and disposal of waste and recyclables
£928m FY16A Revenue1

£245m Q1 FY17A Revenue1

8%

10%
21%

22%

£122m FY16A Underlying EBITDA1 2

16%

£35m Q1 FY17A Underlying EBITDA1 2

22%
37%

43%
21%

29% growth
over prior year

16%

14%

£63m FY16A Underlying Operating Profit1 2

£19m Q1 FY17A Underlying Operating Profit1 2

45%

30%

36%

Industrial and Commercial (“I&C”)

45%

49% growth
over prior year

15%
10%

12%
7%

5

7% growth
over prior year

17%

17%

31%

53%

52%

Municipal

Resource Recovery and Treatment (“RR&T”)

Energy

Notes: 1. see slide 45 for definitions; 2. pie chart percentages exclude Group overheads; 3. data as at June 2016; 4. including 12 co-locations.

80 I&C depots and transfer stations4
42 Municipal depots
40 treatment/recycling centres
34 landfill gas and landfill sites

Investment highlights
Highlights

Leading industry platform…

Multiple value creation opportunities…

Structural market growth which favours Biffa's serviceoriented business model

Multiple levers for continued organic growth and margin
expansion

Strong market positions with presence across
the supply chain

Experienced management team with proven track record
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Fragmented market supports further highly
synergistic in-fill acquisitions

Attractive investment opportunities from control of waste
streams

Leading UK integrated waste management platform
Highlights

Industrial & Commercial

Municipal

Resource Recovery &
Treatment

Energy

Waste collection and related
services to industrial and
commercial customers

Household waste and recycling
collections, street cleansing and
other services

Waste processing and disposal

Infrastructure including Landfill
Gas, AD and MBT technology

FY 16A Revenue
/ Growth %

£479m / 3.7%

£161m / 8.9%

£198m / 9.0%

£89m / 3.4%

FY 16A Underlying
EBITDA1 /
Margin %

£50m / 10.5%

£21m / 13.3%

£21m / 10.8%

£41m / 46.1%

FY 16A Underlying
Op. Profit1 /
Margin %

£27m / 5.7%

£9m / 5.6%

£6m / 2.8%

£35m / 38.9%

8.5%

5.7%

6.5%

35.1%

Q1 FY17A Underlying
Op. Profit1
Margin %





c. 2,800 employees
75,000 customers
Over 95% UK postcode coverage





c. 3,700 employees
36 municipal contracts
2.4m households served

AD = Anaerobic Digestion
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c. 600 employees
2.7m tonnes landfilled annually
2 fully automated MRFs

MBT = Mechanical and Biological Treatment

Note: definitions on slide 45; 1. excludes Group overheads; 2. operational data as at June 2016.





c. 150 employees
34 landfill gas locations
91.2 MW installed capacity

MRF = Material Recovery Facilities

A decade of structural change in the waste sector
Highlights

Biffa has been successfully re-positioned in the UK waste management industry
FY06A – Underlying EBITDA1 – £145m

Factors impacting 2008 – 2013 performance

FY16A – Underlying EBITDA1 – £122m

Industry

Industry

Industry

 Landfill based model

 Increase in Landfill Tax accelerated transition to
EfW and recycling

 Recycling, energy and landfill-based model

 Lower barriers to entry

 Global financial crisis

Biffa

Biffa

 M&A started

 High leverage and limited investment

 Reduced leverage enabling targeted investment

 Lack of recycling investments prior to the
acquisition of Greenstar in 2010

 Stable management team

 Highly profitable collection and landfill business
 7.4mt landfill

Biffa
 I&C turnaround plan implemented

 2.7mt landfill

 Inconsistent management

Landfill Tax (£ / t)

20062

20082

20102

20122

20142

20162

21

32

48

64

80.0

84.4

Underlying EBITDA split1 3

Underlying EBITDA split1 3

Landfill
15%

Landfill
35%
Other
65%

Underlying EBITDA: £145m
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Other
85%

Underlying EBITDA: £122m

Source: HMRC; Notes: 1. FY06A refers to 53 weeks ended 31 March 2006. See slide 45 for definitions; 2. year starting April; 3. underlying EBITDA split is stated before Group overheads and shared service costs.

Biffa today: Rebalanced and de-risked by current management
Highlights

 Limited exposure to Construction & Demolition (“C&D”) market

Cyclicality

 I&C business exposed to broad UK macro economy
 Predictable revenues from Municipal and Energy businesses
 Energy generation forward sold
– 97% FY 17, 54% FY 18

Commodity
exposures

 ROC income provides a stable component to energy revenues
– FY 16 wholesale electricity revenue of £26.1m = 2.8% of group revenue
 Recycling commercial model evolving
– Biffa MRF net commodity price risk transfer increased from 16% (FY 14) to 46% (FY 17)
 I&C pricing flexibility (e.g. allows pass through of changes in disposal costs)

Pricing and cost
risks

 Municipal contract indexation
 Low relative exposure to labour costs
– Wages and salaries represent 22% of total costs

Ongoing structural
industry evolution
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Note: definitions on slide 45.

 Landfill business model adapted towards inactive / specialist waste
 Ongoing development of other processing capabilities
 Landfill restoration and aftercare obligations managed

Structural market growth favours Biffa's business model
The value of the UK waste market is forecast to grow strongly and is supportive of Biffa’s strategic
positioning
Key drivers of the waste market

Highlights

UK waste market value FY13A – FY20E (£bn)
CAGR

11. Population / household growth

FY13A – 15A

FY16E – 20E

4.0%

5.0%

5.2%

6.2%

0.0%

(1.3%)

4.5%

5.7%

18.5
17.6
16.8
16.1

4.2

15.2

4.0

14.6

22. UK regulation requiring further separate
collections and treatment

13.5

3.6

3.1
2.8

3.3

1.8
1.8

2.9
1.9
2.0

2.0

3.8

13.8

1.8

1.9

2.0

33. Increasingly complex supply chain
8.7

8.9

9.5

10.0

10.6

11.2

11.8

12.5

Waste volumes expected to trend at
marginally below GDP (Credo report)
FY13A FY14A FY15A FY16E FY17E FY18E FY19E FY20E
I&C collection
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Source: Credo report, September 2015.

Municipal collection and street cleansing

Treatment and disposal

Multiple levers for continued organic growth and margin expansion
Highlights

Management are undertaking various internal initiatives to drive profits

Net revenue growth

I&C

Municipal

RR&T

Price management

Churn reduction

Digital platform

New services

Margin expansion

Reducing waste
disposal cost

Digital platform

Leachate treatment
reduction
Contamination
reduction
Fleet and transfer
station utilisation

Highly relevant
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Relevant

Not material

Energy

Fragmented market supports further highly synergistic in-fill acquisitions
Highlights

Market dynamics

Source of synergies

Track record

 Highly fragmented market

 Vehicle utilisation / route density

 Barriers to entry increasing

 Transfer station utilisation

 20 transactions completed since
December 2013 with £53.4m invested4

 Regulation and complexity of supply
chain creating challenges for smaller
operators

 Back office efficiencies

 £26.5m additional target EBITDA post
synergies

 Internalisation of subcontracted work

 Acquisitions offer significant synergies

 Procurement benefits

 Robust transaction process and
integration teams
 Acquisition of Blakeley’s announced on
29th September 2016 – target revenue
£7m

 Property rationalisation

20 synergistic acquisitions completed since December 2013
Timeline of acquisitions (Name / Revenue1)
Shanks’
UK Solid Waste
Business1 5
£36.8m

SITA Atlantic
Swansea1 FEL2
£0.1m
£2.0m

TJ Waste1
£0.7m

WRD1
£1.7m

Mar-2014

PHS Wastetech1
£15.2m

12

ADS2
<£1m

NW
Commercial
Recycling2
Waste2 Core Food2
£1 – 5m
<£1m
£1 – 5m

Mar-2016

Mar-2015

SWWM1 Westridge1
£0.1m
£0.3m

Transwaste1
EPS
£0.9m (Compaction)1
£0.3m

I&C acquisitions

I&C / Municipal acquisition
RR&T acquisitions

McGrath
(Compaction)2
£1 – 5m

PHS
Chemical
Waste 2 3
£5 – 10m

ICS 2 Enviroco 2 3
£1 – 5m £5 – 10m

Cory
EPS
(Exchange) 2 Environmental
Municipal
£1 – 5m
Services
c. £34m 6

Source: management; Notes: 1. actual first 12 months revenue; 2. estimated annual revenue based on available run rate volume and billings information provided by target management prior to acquisitions;
3. Hazardous Waste; 4. includes purchase price and assumed finance leases. Excludes transaction fees, integration costs and working capital requirements; 5. includes £34.7m of collection and transfer station
revenue and £2.1m of other revenue; 6. Historic revenue for the year ended 31 December 2015 as adjusted to remove historic revenues arising from a contract that expired in October 2015.

Investment opportunities from control of waste streams
Highlights

Opportunities to invest in mid-stream recycling and processing infrastructure
Further waste segregation will benefit Biffa

UK residual waste treatment infrastructure gap forecast to remain
UK 2020
regulatory
target
50%3

Household recycling rate

30Mt

Waste falling in this capacity gap would be sent to landfill should
no alternative become available

25Mt

50%
5.9

20Mt

1.9mt1 2

40%

15Mt
10Mt

30%
5Mt

20%

0Mt
2015

10%

’00

’05

’10

’14

’20

 UK new initiatives such as separate food collection
 Further policy measures (e.g. Zero Waste Scotland) likely necessary
 Opportunity to further invest in:




Dry recycling (MRFs, plastics, glass)
Anaerobic Digestion (AD)
Soil treatment, composting and aggregates recycling

2016
RDF exports
EfW capacity expected

2017

2018

2019

2020

EfW capacity (excl. RDF exports)
Residual Waste Supply

 Energy from Waste capacity gap currently 12.2Mt (20164) – forecast to be
5.9mt in 2020
 Biffa is ideally positioned to benefit (currently 1.4m tonnes of uncommitted
waste5):
1. Negotiate long term disposal deals supporting UK EfW capacity build out
2. Partner with experienced EfW operator to build out EfW capacity
 Biffa has an option on a site in Leicestershire with planning consent for an
EfW plant (capacity of 350ktpa)
– Early stage discussions with potential partners continue

Source:
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Credo report; UK statistics on waste. Notes: 1. metric tonne; 2. management estimate; 3. Waste (England and Wales) Regulations 2011, Waste (Scotland) Regulations 2012 and Waste Regulations (Northern
Ireland) 2011; 4. Tolvik as at January 2015; 5. net of RDF utilisation. Uncommitted waste is waste collected by Biffa and for which Biffa controls the destination.

Experienced management team
Highlights

Deep industry knowledge and experience in the UK and a track record of successful delivery
#

Ian Wakelin

Michael Topham

CEO

CFO

Years of waste
management
experience

Safety performance
Lost Time Injury frequency rate

0.72
24

0.38
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FY14A

Jeff Anderson

Roger Edwards

Mick Davis

John Casey

MD – Industrial &
Commercial

MD – Municipal

MD – Resource
Recovery &
Treatment

MD – Energy

26

5

0.65

26

FY15A

FY16A

Environmental performance
EA Compliance Assessment Report scores

1,537

1,423

8
726

 Stable management team; long term professional relationships
 Proven track record of financial discipline and delivery
 All members of senior executive group have rolled majority of shareholdings
 Management reinvested a portion of cash award entitlement
– CEO and CFO took out 30% of gross gain realised on IPO (retained entire shareholding and invested in
additional equity)

FY14A

FY15A

FY16A

Employee engagement
Employee engagement (annual Aon Hewitt
survey)

40%

46%

55%

– Executive management took out 40-50%
FY14A

14

FY15A

FY16A

Summary of group strategy
Highlights
Group strategy for the future built on three key pillars…

…with substantial progress in evidence

 Strong growth momentum from Q1 FY17 continuing
Grow market
presence

 Drive organic growth

– Organic: I&C, RR&T, Municipal

 Pursue synergistic acquisitions

– Acquisitions: Cory (June 2016), Blakeley’s (estimated
completion in November 2016)

 Current and recent developments include:
Develop
services &
infrastructure

 Expand service offering

– I&C: RDF production, food transfer stations

 Invest in waste processing assets to
leverage control of waste streams

– RR&T: MRFs (glass processing), Soil Treatment, Polymers
(rHDPE)
– Energy: West Sussex MBT full operations

 Drive value from economies of scale
Optimise
systems &
processes

15

 Further investment in efficiency and
customer experience
 Disciplined capital allocation

Note: definitions on slide 45.

 Acquisition integrations on track
 MRF commercial model evolution
 I&C margins (pricing discipline, disposal costs, operating cost
initiatives)
 Back office synergies and processes (Project Fusion)

Summary
Financials
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Financials: Overview of recent performance
Financials

Established track
record of top line
growth1

Margins expanding

Cash conversion
improving

17

 FY15: +9.4%, FY16: +7.6%, Q1 FY17: +9.2% (vs Q1 FY16)
 Continuation of trend since Q1

 Underlying EBITDA margin increased from 11.3% to 13.8%2
 Underlying Operating Profit margin increased from 3.9% to 7.3%2
 Continued momentum since Q1

 Cash generated from operations improved by £35.8m (42.5%)3
 Underlying free cash flow improved by £34.4m3

Note: definitions on slide 45; 1 Net revenue growth; 2 FY 14 to LTM June 2016; 3 FY14 – FY16.

Financials: Post IPO considerations
Financials

Prudent capital
structure

 Post IPO leverage ~ 2.0x EBITDA
 Dividend of 35% Underlying Net Income
 Facilitates continued disciplined investment and M&A

Financing position
favourable

 Financing costs expected to improve
– Term loan margin ratchet
– Average finance lease rates reducing

Deferred tax asset

 Significant deferred tax asset
– Negligible tax payments over next 2 years
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Note: definitions on slide 45.

Financials: Other items
Financials

Pension

Landfill Provision






Robust, well established basis of measurement
Mature portfolio – only 11 remaining open sites (61 closed and mothballed sites)
Provision subject to movement based on discount rates
Recent impacts of Brexit / Q.E. will result in significant movement (c. £17m before tax)
to be recognised at half year in other items
 Resultant reduction in interest charge (discount unwind) of c. £2.5m p.a.
 No impact on underlying trading results or cash flows

 Historic Landfill tax dispute with HMRC
 Exposure prepaid at IPO (£72m)
 Pre-IPO shareholders diluted; incoming investors protected

EVP
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 IAS 19 surplus, actuarial deficit as at June 2016
 Annual payment £3.85m + RPI
 Likely material movement since June 2016 in line with market

Note: definitions on slide 45.

Key historical financials – Revenue
Financials
Significant growth realised via organic revenue growth and acquisitions
Net Revenue (£m)
Net Revenue organic growth
Acquisition revenue growth
Net revenue growth

7.6%
6.3%

2.9%
705

46

771

9.2%

849

3.2%

830

10

9.4%

6.5%

1.3%

220

6.0%
7

49
201

1

12

20

FY14A

FY15A

FY16A

LTM

Q1 16

Q1 17

Organic revenue growth

Acquisition revenue growth 2



FY14 - FY15: Growth in I&C, Municipal and Energy offset by reductions in landfill
operations and in recycling commodity prices



FY15: Acquisitions of Shanks Solid Waste and PHS Wastetech (I&C division) in
late FY14



FY15 - FY16: Strong growth in I&C, RR&T and Municipal (new contracts)



FY16: infill acquisitions in I&C and RR&T (Hazardous Waste)



Q1 FY17: Acquisitions completed in 1Q17 have made a limited contribution to
trading results in the quarter (Cory acquisition completed on 8 June, 16 days
before quarter end)



Q2 FY17: Trends continuing



Q1 FY17: Strong organic growth across I&C, Municipal and RR&T partially offset
by reduction in Energy (volumes and prices)



Q2 FY17: Trends continuing
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Notes: definitions on slide 45; 1. includes £44m of Collection, Transfer station and Hazardous Waste revenue and £2m of other I&C revenue; 2. Acquisition revenue included for first 12 months post transaction.

Key historical financials – Underlying EBITDA
Financials
Underlying Divisional EBITDA (£m)
I&C

Municipal
xx

RR&T

= Total EBITDA

Key highlights
Energy
xx

Group Overheads



‒ Significant margin improvement from increased volumes, delivery of
operational efficiencies and pricing discipline, with further substantial
improvement in Q1 FY17

= Group margin
13.8%
13.2%

12.0%
11.3%



130
122

‒ Margins set to recover following the end of more profitable mature
contracts and start up of new contracts

41
41


39

‒ Losses in MRFs due to low commodity prices – significant recovery in
FY16 through gate fee increases and a move to risk share model

21
18
21

26
23
23

50

‒ New contracts performing in line with expectations
RR&T
‒ Successful rebalancing and de-risking of business

25

39

‒ Margins and profits further enhanced by synergistic acquisitions
Municipal
‒ Strong performance in competitive market

105
97

I&C

22
55

‒ Landfill reductions from FY14 to FY15, volumes and profits have since
grown
1

‒ New facilities to start contributing in FY16
‒ Hazardous Waste acquisitions in H2 of FY16

37

20



‒ RR&T margins substantially improved due to increased net revenues,
acquisition synergies and efficiency measures in MRFs
Energy

(11)

(11)

(12)

(13)

‒ Stable profits and margins through to Q1 FY17

FY14

FY15

FY16

LTM

‒ Improved energy prices and move into full services at West Sussex
mitigated energy volume reductions in FY16

21

Notes: definitions on slide 45.

Group Cash Flow
Financials
March YE - £m

FY14

FY15

FY16

Cash generated from operations

84.2

101.2

120.0

Restructuring and exceptional costs

(5.3)

(4.0)

(5.7)

Net cash from operating activities

78.9

97.2

114.3

To align with HFI
Cash flows from investing activities
Purchases of property, plant and equipment
Different numbers,(36.2)
HFI

(40.8)

(37.8)

not as granular(1.1)

(3.3)

(4.6)

(11.1)

0.3

(8.7)

Proceeds from the sale of PP&E

1.1

3.5

7.1

Interest received

0.4

0.3

4.0

(46.9)

(40.0)

(40.0)

Purchases of intangible assets
Acquisitions

Net cash used in investing activities

Cash flows from financing activities
Interest paid

(29.9)

(31.9)

(31.5)

Finance lease principal payments

(22.0)

(23.4)

(26.3)

Net cash flow used in financing activities

(51.9)

(55.3)

(57.8)

Net increase/(decrease) in cash and cash
equivalents

(19.9)

1.9

16.5

(3.5)

5.6

30.9

Underlying Free Cash Flow
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Notes: definitions on slide 45; 1. capex refers to purchases of property, plant and equipment.

1.

Cash Generated from operations

as % of underlying
EBITDA

FY14

FY15

FY 16

87%

96%

98%

 EBITDA improvement has converted to improved cash flows from operations
 In near term likely to remain slightly below 100% of underlying EBITDA due
to ongoing pension and environmental provision payments
2.

Capex1 and finance lease payments

as % of depreciation
and amortisation

FY14

FY15

FY 16

92%

115%

107%

 Capex has been broadly stable and primarily includes:
- Maintenance capex (waste containers, landfill and depots / facilities)
- Development capex (new/expanded facilities)
- Capex will increase in FY17 then decline over time as landfill capex
declines
 Finance leases primarily used to fund vehicles and mobile plant
- Annual repayments increasing due to replacement profile of fleet and
leases taken on through acquisitions
- Finance leases will increase in short term then remain at c. 4% of
revenue
 Acquisitions primarily include Shanks (FY14) and PHS / Enviroco (FY16)
 Biffa has an ongoing programme to divest of surplus freehold property

Investment opportunities
Financials

Highly focused on capital discipline with a focus on in-fill M&A

+

Perceived risk / return profile of investment opportunities

I&C
Infill M&A

Return

Haz
Waste
M&A

Municipal
Collection
contracts

Muni
“paid-for”
I&C
collection & services
processing
infrastructure

*

STC

MRF

Polymers

EfW 1

Anaerobic
Digestion

*

Soil Treatment and Composting

+

Risk
I&C
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Note: 1. equity in partnership.

Municipal

RR&T

Energy

N.B. size represents perceived total potential investment

Post-IPO leverage and dividend policy
Financials
Pro-forma net debt Post-IPO (£m)

72.2

404.4

Capital structure and financing costs

 Leverage c.2.0x (based on LTM Jun-16 EBITDA of £130m), includes:

16.8

23.0

– Finance leases: Current average interest rate of 7.2% (Q1 FY17)
due to legacy and acquired leases. Average rate falling steadily

257.2

259.2

– Term Loan: £200m at 325bps margin. Margin will fall after 12
months based on expected deleveraging profile
 Liquidity at IPO provided by £24.5m cash and £100m undrawn RCF

Pre-IPO
1
net debt

Fees and
other
2
expenses

EVP
prepayment

Management
Actual
3
incentives IPO proceeds

Post-IPO
net debt

 Capital structure designed to enable business to pursue investment
opportunities and de-lever over time

Post-IPO leverage c. 2.0x LTM EBITDA
EVP

Dividend policy

 EVP relates to £72m of historic unpaid disputed landfill tax and
interest

 Target to progressively increase dividend per share

 Exposure fully funded on IPO with pre-IPO shareholders diluted

 Company envisages ordinary dividend payout ratio of c.35%

 Tax tribunal pending recovered funds to be paid to pre-IPO
shareholders

 Expect H1/H2 weighting for dividend to be c.33% / 67%

 Please see appendix (slide 39) for more details
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Notes: definitions on slide 45; 1 Based on June 2016 balance sheet. Includes finance leases of c.£90.3m but excludes Junior note loan of c.£120m repaid by rights issue prior to IPO; 2 IPO fees of £19.6m, swap break
fees of £1.8m and £1.6m portion of junior loan (which was not repaid by rights issue). 3. Final management incentives based on IPO price, excludes £5.2m reinvested by Management

Summary outlook
Financials
P&L

 Low-to-mid single digit organic revenue growth supplemented by growth from continued in-fill acquisitions

 Underlying EBITDA and Underlying Operating Profit:
‒ Gradually improving margins (impact of efficiency initiatives, operational leverage and acquisition synergies, compensating for
reduced contribution from landfill and landfill gas over time)
‒ Rate of margin growth at slower rates than in previous years
 Performance in Q1 broadly representative of expectations for full year, with only modest softening due to seasonality
 Financing costs to benefit from reducing finance lease interest rates and term loan ratchet over time

 ‘Other items’ to include c. £17m impact of Landfill provision discount rate impact in H1 FY17
Other items

 Capex increasing in FY17 then reducing over time as landfill maintenance capex declines
 Finance leases (primarily vehicles) increasing in short term then to remain at circa 4% of revenue with effective interest rate falling over
time
 Tax - minimal tax payments in FY17 and FY18. Payments ramping up steadily thereafter to effective tax rate over medium term
Trading update

 Very strong performance, in line with management’s expectations, since Q1
 Continued momentum in I&C and RR&T divisions. Municipal and Energy trading in line with expectations
 Continued M&A activity – Blakeley’s acquisition announced 29 Sep 2016 (c. £7m target revenue)
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Summary and
Conclusions

26

Summary and conclusions
Summary
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Growth

 Revenue, margin and cash generation

Momentum

 Established growth trend to continue

Balance

 Growth areas supported by and will increasingly replace landfill and landfill
gas income

Investment

 Disciplined capital allocation with a focus on in-fill M&A

Management

 Operational expertise coupled with strong governance and central support

Appendix
Additional Information
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Leading UK integrated waste management platform
Appendix

Biffa is present across the entire supply chain
Processing & treatment

Legend
Biffa operations

Collection

3rd party waste

Residual
waste

Waste incineration / gasification
Biffa has no operations

Mech. and Bio. Treatment (MBT)

RDF = Refuse Derived Fuel

RDF preparation

Recycling

Municipal /
household waste

Materials Recycling Facility (MRF)

End products
Commodities

Recyclate recovery

Industrial and
Commercial (I&C)
waste

Transfer and
bulking of waste

Organic

Energy
Anaerobic Digestion (AD)
Gas
Soil Treatment & Composting (STC)
Compost

Treatment of hazardous waste
Soil
Processing of C&D waste

Aggregates
Construction and
Demolition (C&D) waste

RDF

Landfill disposal
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Historical Financial Performance
Appendix
March YE - £m

FY14

FY15

FY16

Q1 FY16

Q1 FY17

Statutory Revenue

859.6

878.0

927.5

228.3

245.1

Net Revenue

705.2

771.3

830.3

201.0

219.5

9.4%

7.6%

96.8

105.1

122.3

27.2

35.0

11.3%

12.0%

13.2%

11.9%

14.3%

8.6%

16.4%

33.6

49.1

62.5

13.0

19.4

3.9%

5.6%

6.7%

5.7%

7.9%

46.1%

27.3%

YOY growth % (Net Revenue)
Underlying EBITDA

Underlying EBITDA margin %
Underlying EBITDA growth %
Underlying Operating Profit
Underlying Operating Profit margin %
Underlying Operating Profit growth %

9.2%

28.7%

49.2%

Exceptional Items

(10.0)

(5.6)

(3.5)

0.1

(0.4)

Amortisation of Acquisition Intangibles

(17.7)

(14.9)

(14.8)

(3.7)

(3.6)

5.9

28.6

44.2

9.4

15.4

Underlying Free Cash Flow

(3.5)

5.6

30.9

(4.1)

2.9

ROCE

2.9%

6.1%

8.6%

6.1%

9.5%

ROOA

13.5%

19.0%

24.1%

18.4%

25.0%

Tonnes Collected1

3.3

3.5

3.6

885

963

Tonnes Processed1

2.3

2.9

3.1

650

785

Tonnes Landfilled1 2

3.3

2.6

2.8

675

754

Energy generation (GWh)

574

559

530

135

125

Energy price (£/ MWh)3

51.2

44.7

49.2

44.7

36.2

Operating Profit
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Key highlights

 Strong revenue growth
‒ Both organic and acquisitive – in I&C division in particular
‒ Net revenue excludes Landfill Tax
 Underlying EBITDA and Underlying Operating Profit margin
expansion
‒ Operational measures in I&C and RR&T (MRFs) in particular
‒ Pricing discipline in I&C

‒ Acquisition synergies
 Top line growth and margin improvement has converted to improved
cash performance
 ‘Underlying’ measures of EBITDA, operating profit and free cash flow
exclude exceptionals, acquisitions and material landfill provision
discount rate revaluations
 Strong Q1 representative of ongoing performance – only modest
seasonal impact
 Integration of recently acquired Cory business progressing as
planned
 Further M&A targets being pursued

Note: definitions on slide 45; 1. Quarterly figures displayed in kt, annual figures displayed in mt; 2. includes landfill tonnages disposed of under municipal contracts at Standen Heath (transferred to RR&T FY17). 3. Q1
prices are summer wholesale prices. FY prices are average prices for the year including winter prices which are generally higher than summer.

I&C
Appendix

£m

FY14

Revenue

390.8

% growth, of which
organic
acquisition

Underlying EBITDA

20.2

FY15

Key commentary

FY16

462.1

479.2

18.2%
6.5%
11.7%

3.7%
2.9%
0.8%

36.8

50.1

 Significant margin improvement from delivery of
operational efficiencies and pricing discipline
 Margins and profits further enhanced by synergistic
acquisitions
 £50m of revenue growth from acquisitions
FY14A – 16A
 Target weighted average post-synergy EBITDA
margin on acquired revenues 20.4%1
Outlook

% margin

5.2%

Underlying Operating Profit

(6.8)

8.0%

16.3

10.5%

 Growth broadly in line with growth in market value
at low-to-mid single digit driven by a combination of
price and volume

27.3

 Additional growth expected from in-fill acquisitions
(including acquisitions completed in FY16A and Q1
FY17)
 Continued margin expansion albeit at a slower rate
than in recent years, driven by:

% margin

(1.7%)

3.5%

5.7%

– Pricing discipline
– Synergies from acquisitions
– Reduction in customer churn
– Operational efficiencies (e.g. waste disposal
savings, Project Fusion)
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Notes: see slide 45 for definitions; 1. based on the average targeted EBITDA margin from all previous acquisitions since December 2013.

Municipal
Appendix

£m

FY14

FY15

Key commentary

FY16

 Strong performance in competitive market
147.2

Revenue

% growth (all organic)

Underlying EBITDA

22.9

147.9

161.1

0.5%

8.9%

23.0

21.4

 Margins impacted by end of more profitable
mature contracts and start up of new contracts

Outlook

 FY17E revenue and margin growth from
acquisition of Cory municipal business
% margin

15.6%

Underlying Operating Profit

% margin
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11.9

8.1%

Note: see slide 45 for definitions.

15.6%

12.6

8.5%

13.3%

 Medium-term:
−

Low-to-mid single digit revenue
growth, dependent on timing and size
of contract wins

−

Margins improving slowly

9.1

5.6%

RR&T
Appendix

£m

FY14

FY15

FY16

Key commentary

Statutory revenue

237.4

182.1

198.4

 Successful rebalancing and de-risking of business
 Landfill reductions from FY14 to FY15, volumes
and profits have since stabilised

85.9

78.5

104.7

% growth, of which

(8.6%)

33.4%

% organic

(8.6%)

25.5%

–

7.9%

Net revenue (excl. landfill tax)

% acquisition
Underlying EBITDA

25.6

17.6

21.4

10.8%

9.7%

10.7%

8.9

1.5

5.5

% margin

3.7%

0.8%

2.8%

Landfill tonnage (kt)

3,288

2,545

2,748

% margin
Underlying Operating Profit
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Note: see slide 45 for definitions.

 Losses in MRFs due to low commodity prices significant recovery in FY16 and move to risk share
model
 New facilities beginning to make contribution in
FY16
 Hazardous Waste acquisitions in 2H FY16

Outlook
 FY17
- Continued recovery in MRFs due to new
contract terms and improved commodity prices
- Impact of Hazardous Waste acquisitions
completed in 2H FY16
- Landfill volumes flat or modest growth
 Medium Term
- Landfill volumes to reduce at mid to high single
digits after FY17
- Other activities in RR&T to grow revenues and
margins to compensate for landfill reductions

Energy
Appendix

£m

FY14

Revenue

84.2

% margin
Underlying Operating Profit
% margin
Production (GWh)
Avg. Power Prices (£/MWh)
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Note: see slide 45 for definitions.

FY16

85.9

88.8

2.0%

3.4%

38.7

38.9

40.9

46.0%

45.3%

46.1%

32.7

32.6

34.5

38.8%

38.0%

38.9%

574.5

559.3

530.1

% growth (all organic)
Underlying EBITDA

FY15

51.2

44.7

49.2

Key commentary
 Stable profits and margins through period
under review
 Improved energy prices and move into full
services at West Sussex mitigated energy
volume reductions in FY16
Outlook
 c.7% p.a. decline in landfill gas volume offset
by low-single digit increase in energy prices
(as forecast by Inenco)

 Landfill Gas and AD margins expected to
remain constant
 Divisional margin expected to decline over
time as Landfill Gas decreases

Q1 Results
Appendix
£m

Q1 16

Q1 17

Key highlights

Statutory Revenue

228.3

245.1



Net Revenue

201.0

219.5

A good start to the year with continued momentum across the
business



Group revenues, underlying margins, cash flow and return on
capital metrics significantly improved

YOY growth % (Net Revenue)
Underlying EBITDA

9.2%
27.2

35.0

11.9%

14.3%



All four divisions performing in line with expectations

13.0

19.4



5.7%

7.9%

Continued Underlying EBITDA and Underlying Operating Profit
margin expansion

Underlying Free Cash Flow

(4.1)

2.9



Top line growth and margin performance has converted into
improved cash generation

ROCE

6.1%

9.5%

ROOA

18.4%

25.0%



Integration of recently acquired Cory business progressing as
planned

Tonnes Collected1

885

963

Tonnes Processed1

650

785



Pipeline of potential further M&A targets being pursued

Tonnes Landfilled1 2

675

754

Energy generation (GWh)

135

125

Energy price (£/ MWh)

44.7

36.2

Underlying EBITDA margin %
Underlying Operating Profit
Underlying Operating Profit margin %
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Note: definitions on slide 45; 1. Quarterly figures displayed in kt, annual figures displayed in mt. 2. includes landfill tonnages disposed of under municipal contracts at Standen Heath (transferred to RR&T FY17).

Group Balance Sheet
Appendix
£m

Key highlights

FY14

FY15

FY16

Goodwill and intangibles

301.8

289.9

289.3

Tangible assets

268.4

282.6

292.9

23.9

36.7

24.9

-

-

29.5

 Goodwill and intangible assets: includes £261m (at March 2016)
that relates to Biffa’s 2008 LBO and subsequent debt restructure in
2013. The remaining £28m relates to purchased goodwill and
intangibles primarily from acquisitions

Non-current assets

594.1

609.2

636.6

 Provisions – in addition to environmental provisions of £67m as at

Current assets excluding cash

204.0

208.3

187.5

Financial assets

15.7

13.6

17.5

Cash and cash equivalents

87.6

89.5

106.0

307.3

311.4

311.0

Non-financial liabilities

(228.1)

(223.6)

(232.1)

Senior Loans

(399.2)

(402.1)

(409.1)

(73.7)

(71.8)

(82.8)

(120.0)

(120.0)

(120.0)

(26.7)

(32.0)

-

Derivatives

(1.7)

(3.5)

(2.1)

Provisions

(97.5)

(107.3)

(98.1)

Liabilities

(946.9)

(960.3)

(944.2)

(45.5)

(39.7)

3.4

Net debt (inc. Junior Loan)

(507.0)

(507.9)

(508.0)

Net debt (exc. Junior Loan)

(387.0)

(387.9)

(388.0)

Deferred Tax and funds on deposit
Retirement benefit surplus

Current assets

Finance Leases
Junior loan held by shareholders
Retirement benefit obligations

Net assets / (liabilities)
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March 2016 Biffa has the following provisions:
- Onerous contracts: £8.5m – will be released through
exceptionals
- Insurance: Biffa operates a Malta-based captive insurer. It has
provisions for claims of £12.2m which are collateralised by
financial assets of £17.5m and further ‘trapped’ cash of £2.8m
at March 2016
- Dilapidations: £10m – immaterial cash outflows expected over
medium term
 Senior loans, junior loans and cash will be refinanced at IPO
 Pensions, landfill provisions and bonding, taxation: Please see
slide 40

 Finance leases, Capex: Please see slide 41

Group outlook
Appendix
P&L
FY 15

FY 16

Medium-term guidance
•

Projected low-to-mid single digit organic revenue growth

•

Additional growth expected from in-fill acquisitions

Divisional commentary:
Revenue

Group overheads

Underlying
EBITDA

Underlying
operating profit
Exceptionals and
other items

£878m

£11m

£928m

£12m

I&C growth broadly in line with growth in market value at low-to-mid single digit driven by a combination of price and volume with additional
growth expected from in-fill acquisitions

•

Municipal low-to-mid single digit revenue growth, dependent on timing and size of contract wins

•

Landfill volumes to reduce at mid to high single digits after FY17, with other RR&T activities to grow revenue

•

c.7% p.a. decline in landfill gas volume offset by low-single digit increase in energy prices (as forecast by Inenco)

•

Increased as a percentage of revenue post-IPO

•

Gradually improving margins on the back of efficiency initiatives, operational leverage and synergies from acquisitions, compensating for
reduced contribution from landfill and landfill gas

•

Margin improvement at a slower rate than experienced in recent years

Divisional commentary:
£105m

£49m

(£6m)

£122m

£63m

(£4m)

Interest

(£36m)

(£47m)

Tax

£15.6m

(£8m)
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•

•

I&C continued margin expansion albeit at a slower rate than in recent years

•

Municipal margins to slowly improve

•

RR&T activities, other than Landfill, expected to grow margins

•

Energy margin expected to decline over time as Landfill Gas decreases. Landfill Gas and AD margins expected to remain constant

•

Gradually improving margins, in line with underlying EBITDA

•

Continued acquisitions will result in further exceptional costs (fees and integration costs)

•

Expect to have costs associated with Project Fusion of c. £3m p.a. for 3 years

•

c. £17m charge relating to change in discount rate on landfill provision in H1 FY17

•

Includes bond premium and landfill provision discount unwind (will reduce by c. £2.5m p.a. due to change in discount rate at H1 FY17),
finance leases interest (stable as reduced rates offset increased overall lease liability), and bank debt interest

•

Effective P&L tax charge materially in line with prevailing tax rate on underlying PBT over time

Group outlook (cont’d)
Appendix
Cash Flow
FY 15

FY 16

•

FY17: slight increase over FY16

•

Decline thereafter due to reducing maintenance capex in Landfill

•

Short term increase as a result of maturity profile of fleet and acquisitions

•

Thereafter to remain at approx. 4% sales

£9m

•

Strategic objective to pursue in-fill acquisition. £53.4m investment over the last 2.5 years

£4m

£4m

•

Annual contribution to schemes of £3.85m index-linked from March 2017

--

--

•

Minimal cash tax payments in FY17 and FY18; payments steadily ramp up to effective tax rate over the medium term

Capital
expenditure

£41m

£38m

Finance lease
repayments

£23m

£26m

--

Pension
contributions
Tax payments

Acquisition spend
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Medium-term guidance

EVP
Appendix

EVP1 Landfill dispute

 Biffa is in dispute with HMRC over £62m of unpaid Landfill Tax dating from Sept 2009 to May 2012
 Pre-IPO, the tax was unpaid pursuant to a ‘hardship’ arrangement with HMRC and a tax tribunal will hear the case in November 2016
 Final determination of the case is likely to be some time away
 Hardship arrangement is no longer appropriate following IPO. Biffa has therefore allocated IPO proceeds to prepay the disputed tax
and interest accrued
 A contingent value right instrument has been put in place that will
‒ Pay any funds recovered from the dispute to the pre-IPO shareholders (less an entitlement to 10% of proceeds for Biffa in order to
incentivise it to pursue the claim diligently)
‒ In the event the case is lost, subject to and in consideration of a Corporation Tax benefit of at least £10m arising to Biffa on an
adverse outcome, pay £10m to the pre-IPO shareholders
 This structure is designed to protect Biffa from downside value risk and give pre-IPO shareholders the opportunity to recover the lost
value experienced
 The structure results in a gross asset and liability on the balance sheet that should be ignored for net debt, ROCE / ROOA analysis etc.
 Biffa’s only other Landfill Tax disputes concern previously paid Landfill Tax and the outcome of these is not considered likely to be
material (favourable or adverse) to the Group
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Note: 1. EVP is an internal Biffa term standing for “Engineered into the Void Permanently”.

Other financial considerations
Appendix

Pensions








Biffa has a defined benefit pension scheme which was closed to further accrual for almost all members in November 2013, with only workers with contractual
protections continuing to accrue benefits (i.e. certain ex-local authority workers)
Biffa has contributed £3.5m p.a. in deficit repair payments since closure to accrual, in addition to administration costs and ongoing service costs for remaining
active members
Agreement reached in principle with pension trustee in respect of 2015 actuarial valuation – conditional upon IPO
Key terms:
‒ Actuarial deficit (measured on unchanged assumptions from 2012) is £66m, down from £69m in 2012
‒ Annual deficit reduction payment of £3.85m from March 2017, RPI-linked
‒ Security (ranking pari with existing debt) to reduce from current level (£18m) pro-rata with de-leveraging at IPO
‒ Additional contributions to be made in the event Biffa makes shareholder distributions other than ordinary dividends between IPO and 2021
IAS19 valuation has improved from a surplus of £29.5m in March 2016 to a £49.1m surplus in June 20161 (assets £457.8m, liabilities £407.4m)
Material increase in liabilities expected since June due to reduced discount rates since Brexit / Q.E. Net position expected to have deteriorated

Landfill provisions and bonding
 Biffa responsible for restoration and management of landfill sites for c. 60 years after site closure
 Provision booked upon accepting waste and expenditure incurred against provision as sites are restored and aftercare activities carried out. In some cases
provision spend is booked in advance
 Reduced discount rates expected to result in c. £17m increase in provision value as at September 2016. No impact on cash or underlying trading performance
 Biffa must make a financial provision for the benefit of the Environment Agency, which it satisfies by procuring bonds from AIG and Zurich
 As at June 2016 bonds of £101m were in place, of which £80m relate to landfill

Taxation
 As at March 2016 Biffa had a deferred tax asset of £16.9m, £45.3m including accelerated capital allowances, £1.7m carried forward losses and £(30.1)m relating
to intangibles, pensions and provisions
 No cash tax payments made in FY14 – FY16, minimal payments expected in FY17 – FY18 trending towards the long term effective tax rate in the medium term
 P&L effective tax rate (as a percentage of underlying profit before tax) FY14 – FY16 impacted by movements in recognition of deferred tax assets with FY17
onwards expected to increase over time to become materially in line with prevailing tax rate
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Note: 1. Adjustment in respect of asset ceiling of £1.3m.

Finance leases and capital expenditure
Appendix
Finance leases

Capital expenditure



 Main categories of cash capital expenditure are:
 Maintenance
- Waste containers
- Landfill (cell preparation) – will fall over medium term as
landfill reduces
- Depots and facilities
 Development e.g. new/expanded facilities, Project Fusion (IT
operational efficiency programme)
 Biffa has an ongoing programme to divest of surplus freehold
property. Net proceeds in FY14 to FY16 were £11.7m







Finance leases are used to fund vehicles, mobile plant, gas
engines and certain other assets
Leases are typically 5-7 years in duration with ownership
transferring to Biffa at end of term
Assets are operated and depreciated for much longer periods in
most cases (e.g. vehicles 7-11 years, gas engines 7-10 years)
Financing policy will be kept under review and will depend on cost
and availability of funding (effective interest rate has increased
from 5.6% in FY 14 to 7.4% in FY 16 due to acquired leases and
now is falling as leases mature)
Annual repayment and interest has grown from FY14 due to
phasing of fleet replacement and leases taken on from
acquisitions (especially Shanks and PHS)

Annual finance lease payments (£m)

Annual Capital Expenditure (£m)

FY14

FY15

FY16

Repayments

22

23

26

Interest

5

6

6

Total finance lease cash flows

27

29

32

Finance lease asset additions

22.6

21.9

39.5

Balance sheet finance lease
liability

73.7

71.8

82.8

Gross capex (cash flow)
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Proceeds from sale of property

Net capex (cash flow)

FY14

FY15

FY16

(36.2)

(40.8)

(37.8)

1.1

3.5

7.1

(35.1)

(37.3)

(30.7)

Investment opportunities and capital allocation
Appendix
I&C

Municipal

RR&T

Energy

 Infill M&A

 Gain market share in
municipal collection contracts

 Haz Waste M&A

 Expand AD footprint

 Expand Soil Treatment &
Composting

 Invest in EfW projects in
partnership

 Expand collection and
processing infrastructure

 Expand ‘paid for’ services

Opportunities

 Expand Polymers
 Expand MRF operations

 Operational leverage and
control of waste give
opportunity for higher
incremental returns on
investments (e.g. in-fill
acquisitions, RDF preparation)

 Capital is typically vehicles
dedicated to long term
contracts
 Returns are lower but
predictable

Characteristics

 Return for ‘paid for’ services
higher but scale of opportunity
is smaller

 Operational leverage and
control of waste gives
opportunity for higher
incremental returns on
investments

 AD returns currently
challenged due to oversupplied market but market
expected to rebalance and
opportunities emerge

 Hurdle rates will reflect level of
inherent risk (e.g. operational
risks, control of waste,
commodity exposure)

 EfW assets have more modest
returns but project financing
makes attractive equity returns
possible

 Certain opportunities currently
carry too much commodity risk
but market is evolving
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Return on capital metrics
Appendix
Return on Capital Employed (‘ROCE’)

9.5%

8.6%
6.1%

 Figure is materially impacted by inclusion of intangibles
relating to 2008 LBO of group (landfill gas rights, customer
lists, brand)

6.1%

2.9%
FY14

FY15

FY16

Q1 16

 Definition: Operating Profit excluding exceptionals divided by
average of opening and closing shareholder’s equity plus net
debt (including finance leases), pensions and environmental
provisions

Q1 17

 ROCE has improved significantly in period under review due
to improvements in profitability
 Target to progressively improve ROCE over medium term

Return on Operating Assets (‘ROOA’)

25.0%

24.1%
19.0%

18.4%

 Definition: Underlying Operating Profit divided by average of
opening and closing Tangible Fixed Assets plus net working
capital
 ROOA has improved due to growth in profits and disciplined
approach to capital expenditure

13.5%

 Target to maintain ROOA at or above 20%
FY14
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FY15

FY16

Q1 16

Q1 17

Appendix
Glossary
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Financial information: basis of preparation and definitions
Accounting Basis





Prepared in accordance with IFRS
Track record period consists of three 52-week periods and one 13 week period; FY14 represents the 52 weeks ended 28 March 2014, FY15 represents the 52 weeks ended 27 March 2015, FY16 represents the 52
weeks ended 25 March 2016 and Q1 FY17 represents the 13 weeks ended 24 June 2016
Q1 FY 16 represents the 13 weeks ended 26 June 2015

Acquisition Net Revenue
Growth



Acquisition Net Revenue Growth in any period represents the Net Revenue Growth in the relevant period from (i) acquisitions completed in the relevant period and (ii) acquisitions completed in the twelve months
ended to the start of the relevant period up to the twelve-month anniversary of the relevant acquisition date (to the extent such Net Revenue falls in the current period). Acquisition Revenue Growth is calculated on
the same basis, using revenue in place of Net Revenue.

Acquisition Net Revenue
Growth Rate



Acquisition Net Revenue Growth Rate in any period represents the Acquisition Net Revenue Growth for the period expressed as a percentage of the prior period’s Net Revenue. Acquisition Revenue Growth Rate is
calculated on the same basis, using revenue in place of Net Revenue

LTM



Calculated as the 52 weeks to 25 March 16, less the 13 weeks to 26 June 15, plus the 13 weeks to 24 June 16



The increase/(decrease) in net revenue in the period excluding net revenue from acquisitions completed in the period and net revenue from acquisitions completed in the prior period up to the anniversary of the
relevant acquisition date, to the extent such net revenue falls in the current period



Organic net revenue growth can be expressed both as an absolute financial value and as a percentage of prior period revenue

Net Revenue



Statutory revenue excluding landfill tax, unless stated otherwise, ‘revenue’ refers to statutory revenue

Return On Capital Employed
(ROCE)



Operating Profit excluding exceptional items divided by average of opening and closing1 shareholder’s equity plus net debt (including finance leases), pensions and environmental provisions

Return On Operating Assets
(ROOA)



Underlying Operating Profit divided by average of opening and closing1 Tangible Fixed Assets plus net working capital

Tonnages Collected



Volume of Waste Collected is calculated as total waste tonnages collected from customers by Biffa operations. Excludes sub-contracted services and haulage / internal movements



Tonnes processed is calculated as the tonnages subjected to processing activities at Biffa operated sites. Processing activities includes (i) sorting, baling and transfer, (ii) RDF preparation, (iii) soils and aggregates
processing, (iv) composting, (v) plastics recycling, (vi) hazardous waste processing, (vii) anaerobic digestion and (viii) mechanical and biological treatment. Where materials are subjected to more than one
processing activity the tonnes are counted in respect of each process to which the material is subjected. Tonnages that have not been subjected to any processing activity and are disposed of in landfill and soils
received at landfill sites for restoration are excluded. Excludes any processing activity carried out by third parties on Biffa’s behalf. Where waste is not weighed (e.g. some hazardous wastes), tonnages are estimated



The profit earned by the Group before depreciation and amortisation, exceptional items, Amortisation of Acquisition Intangibles, finance costs, income tax expense and material impacts from changes in real discount
rates applied to the Group’s long-term provisions
Divisional underlying EBITDA is the profit earned by each division without allocation of the share of depreciation and amortisation, exceptional items, Amortisation of Acquisition Intangibles, finance costs, income tax
expense and material impacts from changes in real discount rates applied to the Group’s long-term provisions

Organic Net Revenue Growth

Tonnages Processed

Underlying EBITDA



Underlying Free Cash Flow



Net increase/(decrease) in cash and cash equivalents excluding dividends, restructuring and exceptional items and acquisitions

Underlying Operating Profit




The operating profit earned by the Group before exceptional items, Amortisation of Acquisition Intangibles and material impacts from changes in real discount rates applied to the Group’s long-term provisions
Divisional underlying operating profit is the operating profit earned by each division before exceptional items , Amortisation of Acquisition Intangibles and material impacts from changes in real discount rates applied
to the Group’s long-term provisions
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Note: 1. for FY14 only divided by closing balance, not “average of opening and closing” balances.

Glossary
Appendix
Definition
AD

Anaerobic digestion, a process that generates renewable electricity using biogas created from biodegradable waste material (primarily food
waste) in the absence of oxygen

C&D

Construction and Demolition

EA

Environmental Agency

EfW

Energy from waste

EVP

Engineered into the Void Permanently, related to the use of certain material at a landfill site, placed at specified depths immediately below
the geomembrane layer at the top of a landfill cell, for use in capping the site

GWh

Gigawatt-hour

I&C

Industrial & Commercial

IT

Information technology

MBT

Mechanical and Biological Treatment

Ktpa

thousand tonnes per annum

mT

million tonnes

MRF

Materials Recycling Facility

MWh

megawatt hour

National Grid
Ofgem

High-voltage electric power transmission network in Great Britain
Office of Gas and Electricity Markets, the government regulator for the electricity and downstream natural gas markets in Great Britain

rHDPE

Renewable High-density polyethylene.

PFI

Private Finance Initiative

PPP

Public private partnership

Project Fusion

IT operational efficiency programme

RDF

Refuse-derived fuel, produced by processing solid waste to segregate largely combustible components for incineration

RR&T

Resource Recovery & Treatment

STC

Soil Treatment and Composting

Void

Measure of potential capacity of a landfill site in cubic metres
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