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Our Purpose
Enabling a zero carbon, lower cost energy future

Our Strategy
We will build a long-term future for sustainable biomass

We will be the leading provider of power system stability

We will give our customers control of their energy

To be a carbon negative company by 2030

Our Ambition
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Operational Review
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2020 Half Year Performance Highlights
Robust performance, delivering for stakeholders, progressing biomass strategy

Financial

- 30% increase in Adjusted EBITDA to £179m

- No change to estimated full year impact of Covid-19 on Adjusted EBITDA ςc.£60m

- High level of contracted revenues 2020-2022

- Strong balance sheet and liquidity

- Sustainable and growing dividend ς7.5% expected increase for 2020

- Impairment of coal assets ςend of commercial coal generation March 2021

Operational

- Increased biomass production, improved quality, reduced cost

- Strong Generation portfolio performance

- Increased demand for system support services

Strategic

- Investment in biomass supply chain expansion and cost reduction 

- Development of BECCS technical options
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Covid-19

Supporting all stakeholders

29 July 2020

Supporting the energy system

- Flexible, renewable and low-carbon electricity 24/7
- System support services
- Maintained fully operational international supply chain

Supporting customers

- Additional customer support and debt management
- Restructuring of payment plans for certain customers

Shareholders

- No change to full year Adjusted EBITDA expectations
- Strong balance sheet
- Investment in growth
- Sustainable and growing dividend

Employees

- No furloughing
- Implemented established business continuity plan for 

social distancing at operational sites and work from home

Communities

- 853 laptops with pre-paid internet donated to 50 schools
- Free energy supply to 189 independent care homes
- ϻмрлY ǘƻ aƻƴŜȅ !ŘǾƛŎŜ ¢ǊǳǎǘΩǎ .ǳǎƛƴŜǎǎ Debtline
- Charitable donations to communities in US



Customers
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Supporting customers, managing impact of Covid-19, focus on underlying strength in portfolio

Principal impact of Covid-19 reflected in SME business in H1-20

- Reduction in demand 

- MtM cost to exit previously hedged power contracts

- Increased bad debt provisions

Development of portfolio

- Substantial forward power sales

- New I&C supply contracts with large water utilities ςfive-year revenue visibility

- New SME credit thresholds introduced to drive higher quality customers

{ǳǇǇƻǊǘ DǊƻǳǇΩǎ ŦƭŜȄƛōƭŜΣ ǊŜƴŜǿŀōƭŜ ŀƴŘ ƭƻǿ-carbon proposition

- Helping customers meet ESG objectives

- Providing route to market for 2,000 renewable generators

- Demand-side management ςsystem support services

- EV fleet services opportunities

Adjusted EBITDA

£(37)m
(H1-19: £9m)

Power sales

7.3TWh
(H1-19: 8.0TWh)

Gas sales

1.5TWh
(H1-19: 1.7TWh)

Bad debt

£26m
(H1-19: £13m)
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Safety, Sustainability and ESG

29 July 2020 8

Achieving a positive long-term economic, social and environment impact

Safety

- TRIR 0.32 (H1-19: 0.30) ςimplemented campaign to improve risk 
assessment, awareness and correct use of PPE

Environment

- Participant in Carbon Disclosure Project 

- Development of TCFD disclosure

Social

- Covid-19 ςsupporting colleagues, customers and communities 

Governance

- CEO quarterly report to Board on ESG matters

- CDP scorecard target linking sustainability to remuneration

Positive momentum in ESG ratings

UN Sustainable Development Goals (SDGs)
- Six SDGs where Drax can have greatest impact
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European utility CO2 intensity (tCO2/GWh)
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Drax Group historic CO2e & negative emissions potential (Mt)

Potential for up to 
16Mt of negative 

emissions via BECCS

>85% reduction in Scope 1 & 2 CO2e 
emissions since 2012

End of commercial coal generation in 
March 2021

Pioneering options for            
negative emissions by 2030



Generation
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¦YΩǎ ƭŀǊƎŜǎǘ ǎƛƴƎƭŜ ǎƻǳǊŎŜ ƻŦ ǊŜƴŜǿŀōƭŜ ǇƻǿŜǊ ŀƴŘ 
fourth largest generator

Multi -technology UK-wide portfolio

- Sustainable biomass, hydro and gas

Strong operational performance

- High level of operational availability

Strong performance in system support market

- Flexible operation of portfolio to support power system

Hydro and gas generation

- £54m Adjusted EBITDA (H1 2019: £36m)

- Cruachansynchronous compensation contract                          
commenced July 2020 ςsix-year contract, up to £5m pa

High proportion of non-commodity related earnings

- Renewables, system support and Capacity Market payments

- Strong contracted power position 2020-2022

End of commercial coal generation March 2021

Adjusted EBITDA

£214m
(H1-19: £148m)

System support(1)

£66m
(H1-19: £61m)

% of UK 
renewables

11%(2)

(Q4 2018 to Q1 
2019: 11%)

Portfolio 
availability(3)

91%
(H1-19: 87%)

Biomass 
generation

7.4TWh
(H1-19: 6.4TWh)

Hydro                
generation

0.3TWh
(H1-19: 0.2TWh)

Gas                  
generation

1.3TWh
(H1-19: 1.4TWh

Coal                
generation

1.0TWh
(H1-19: 0.4TWh)

CO2

0.2t/MWh
(H1-19: 0.2t/MWh)

1) Balancing mechanism, Ancillary Services and portfolio optimisation
2) Q4 2019 to Q1 2020
3) Availability of each generation asset weighted by EBITDA contribution



Trading and Optimisation

29 July 2020 11

Forward power sales protect from weaker merchant prices, while retaining flexibility to provide system support services
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Strong contracted power sales for Generation 2020-2022

- 34TWh contracted at £51.4/MWh

Portfolio restricts exposure to lower merchant power prices post 2022

- Biomass CfDςfixed price, index-linked contract to 2027

- Biomass ROC ςindex-linked to 2027, power largely hedged 2020-21

- Gas ςpeak power and system support

- Pumped storage and hydro ςsystem supportand peak power

Contracted Power at 22 July 2020 2020 2021 2022

Fixed price power sales (TWh) 17.6 11.4 4.8

At an average achieved price (£ per MWh) 53.8 49.0 48.2

Contracted Generation power position

System support (£m)Covid-19 ςincreased demand for system support services

- Additional system balancing actions required to manage lower demand 
and high levels of intermittent renewables

- Wide range of system services provided by Drax portfolio
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Increased production, improved quality, reduced costs

Strong operational performance

- 15% increase in production

- Improved pellet quality

- 9% reduction in cost

Programme of cost reduction and increased self-supply

- Expect to deliver $27m pa of savings by end of 2020 ςa saving of 
$18/t (versus 2018 base)

- 0.35Mt low-cost expansion ςfirst plant commissioning late 2020

New investment in satellite plants

Strong fibre baskets

- Actively managed commercial forestry driving increased forest 
stock, fibre yield and carbon abatement

Adjusted EBITDA

£25m
(H1-19: £8m)

Pellet production

0.75Mt
(H1-19: 0.65Mt)

Production cost

$154/t(1)

(H1-19: $170/t)

1) Cost of production in US biomass self-supply business ςraw fibre, processing into a wood pellet, 
delivery to port of Baton Rouge and loading to vessel for shipment to UK and overheads ςFree 
on Board (FOB)
Cost of ocean freight, UK port and rail cost reflected in UK generation business accounts in 
addition to price paid to US business for the wood pellet

Pellet Production

Expanding US Gulf capacity
Operational:
- 1.5Mt operational

Developments:
- 0.35Mt expansion of existing sites
- 0.12Mt ςsatellite plants

Satellite plants
Three 40Kt plants:
- $40m investment
- Potential for 500kt in US Gulf

Low production cost:
- Utilisesawmill residues
- Leverage on Drax infrastructure
- c.20% below current production cost
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Financial Review
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Financial Summary
Strong financial performance

Adjusted 
EBITDA(1)

£179m
(H1-19: £138m)

Net Debt                            
June 2020(3)

£792m
(December 2019: £841m)

Adjusted Basic Earnings 
Per Share(1)

10.8p/share(2)

(H1-19: 2.0p/share)

Interim Dividend

6.8p/share (£27m)
(H1-19: 6.4p/share, £25m)

1) Adjusted results are stated after adjusting for exceptional items (including acquisition and restructuring costs, asset obsolescence charges and debt restructuring costs), and certain derivative 
financial instruments fair value remeasurements

2) LƴŎƭǳŘŜǎ ϻс Ƴƛƭƭƛƻƴ ŀŘƧǳǎǘŜŘ ƛƳǇŀŎǘ ƻŦ ¦Y DƻǾŜǊƴƳŜƴǘΩǎ ǊŜǾŜǊǎŀƭ ƻŦ ŎƻǊǇƻǊŀǘƛƻƴ ǘŀȄ ǊŀǘŜ ǊŜŘǳŎǘƛƻƴ ǊŜǎǳƭǘƛƴƎ ƛƴ ǊŜǾŀƭǳŀǘƛƻƴ ƻŦdeferred tax asset and increased current tax charge
3) Cash and short-term investments of £482m less borrowings of £1,274m

29 July 2020

Expected Full Year Dividend

17.1p/share (£68m)
(2019: 15.9p/share, £63m)

Cash Generated from 
Operations

£226m
(H1-19: £229m)

Coal Obsolescence Charge

£224m
No impact on Adjusted EPS



Group Adjusted EBITDA Bridge H1-19 ςH1-20

29 July 2020 15

138
179

48

19

17

6

7

46

4

0

100

200

H1 2019
Group

Adjusted EBITDA

Pellet
Production

Drax Power
Station

Pumped
Storage

Run of
River

Gas
Generation

Customers Central
Costs and

Other

H1 2020
Group

Adjusted EBITDA

£m

Pellet Production
H1-20: £25m
H1-19: £8m

Generation
H1-20: £214m
H1-19: £148m

Customers
H1-20: £(37)m
H1-19: £9m

Central costs and Other(1)

H1-20: £(23)m
H1-19: £(27)m

1) Includes innovation

(1)

Hydro - pumped storage        
& run of river




