Condensed consolidated income statement

Year ended
Six months ended 30 June 31 December
2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
Notes £m £m £m

Revenue 3 2,079.0 1,800.5 3,685.2
Fuel costs in respect of generation (718.7) (561.5) (1,356.8)
Cost of power purchases (455.7) (489.2) (974.6)
Grid charges (250.1) (239.2) (498.7)
Other energy supply costs (376.5) (246.7) (310.1)
Total cost of sales (1,801.0) (1,536.6) (3,140.2)
Gross profit 278.0 263.9 545.0
Operating and administrative expenses (158.3) (134.1) (297.4)
Impairment losses on trade receivables (18.1) (9.0) (18.7)
EBITDAW 101.6 120.8 228.9
Depreciation (60.7) (67.9) (122.7)
Amortisation (21.9) (21.7) (43.6)
Asset obsolescence charge (26.8) - -
Loss on disposal (1.2) - (15.4)
Unrealised gains/(losses) on derivative
contracts 24.4 (85.7) (176.9)
Other losses - - (0.4)
Acquisition and restructuring costs @ (3.1) (6.3) (7.8)
Operating profit/(loss) 12.3 (60.8) (137.9)
Foreign exchange gains/(losses) 4 4.1 (6.3) (10.6)
Cost of debt restructuring® 4 (7.2) (24.2) (24.2)
Interest payable and similar charges 4 (20.9) (12.4) (31.5)
Interest receivable and similar income 4 0.4 - 0.2
Loss before tax (11.3) (103.7) (204.0)

Tax:

— Before effect of changes in rate of tax 7.3 18.3 51.8

— Effect of changes in rate of tax - - (15.7)

Total tax credit 5 7.3 18.3 36.1
Loss for the period attributable to equity
holders (4.0) (85.4) (167.9)
Underlying earnings ¥ 6 6.6 8.9 2.7
Loss per share pence pence pence
— Basic 8 (1.0 (21.0) (41.3)
— Diluted 8 (1.0 (20.8) (40.9)

All results relate to continuing operations.

(1) EBITDA is defined as: Earnings before interest, tax, depreciation, amortisation and material items that do not reflect the underlying trading performance of the business.

(2) Acquisition and restructuring costs principally reflect costs relating to the restructuring of the US business (2017: Costs associated with the acquisition and integration of Opus
Energy).

(3) Cost of debt restructuring are one-off costs associated with the refinancing of the Group’s debt.

(4) Underlying earnings is defined as: Loss after tax, as calculated in accordance with IFRS, adjusted to exclude unrealised gains and losses on derivative contracts and material one-

off items that do not reflect the underlying performance of the business (see note 6).




Condensed consolidated statement of comprehensive income

Year ended
Six months ended 30 June 31 December
2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
£m £m £m
Loss for the period (4.0 (85.4) (167.9)
Items that will not be reclassified subsequently to profit
or loss:
Actuarial gains on defined benefit pension scheme 20.9 11.3 21.4
Deferred tax on actuarial gains on defined benefit pension
scheme (4.0) (2.2) (4.1)
Items that may be subsequently reclassified to profit or
loss:
Exchange differences on translation of foreign operations (2.5) 0.2 3.4
Fair value gains on equity investments 0.3 - -
Fair value gains/(losses) on cash flow hedges 4.2 (142.3) (219.2)
Cost of hedging on cash flow hedges (1.0) 17.0 16.8
Deferred tax on cash flow hedges (0.5) 27.4 39.9
Other comprehensive income/(expense) for the period 17.4 (88.6) (141.8)
Total comprehensive income/(expense) for the period
attributable to equity holders 134 (174.0) (309.7)




Condensed consolidated balance sheet

As at 31
As at 30 June December
2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
Notes £m £m £m
Assets
Non-current assets
Goodwill 169.9 174.6 169.9
Intangible assets 225.3 245.6 232.0
Property, plant and equipment 1,601.8 1,635.1 1661.9
Other fixed asset investments 1.7 - 1.3
Retirement benefit surplus 21.8 - -
Deferred tax assets 22.3 39.0 22.7
Derivative financial instruments 13 224.1 301.3 190.7
2,266.9 2,395.6 2,278.5
Current assets
Inventories 214.1 207.8 272.1
ROC assets 369.4 365.8 145.5
Trade and other receivables 358.4 356.9 417.5
Derivative financial instruments 13 221.3 271.3 175.5
Current tax assets - - 6.2
Cash and cash equivalents 245.3 197.0 222.3
1,408.5 1,398.8 1,239.1
Liabilities
Current liabilities
Trade and other payables 868.3 785.2 736.5
Current tax liabilities 4.5 35.4 -
Borrowings 9 9.6 0.8 18.6
Derivative financial instruments 13 164.1 165.9 109.6
1,046.5 987.3 864.7
Net current assets 362.0 411.5 374.4
Non-current liabilities
Borrowings 9 601.8 568.3 571.1
Derivative financial instruments 13 74.4 78.5 94.2
Provisions 37.1 34.9 36.3
Deferred tax liabilities 222.9 236.3 230.0
Retirement benefit obligations - 155 1.2
936.2 933.5 932.8
Net assets 1,692.7 1,873.6 1,720.1
Shareholders’ equity
Issued equity 47.0 47.0 47.0
Share premium 424.4 424.3 424.3
Treasury shares 17 (12.9) - -
Hedge reserve 15 129.8 190.5 126.1
Cost of hedging reserve 19 (41.7) (40.5) (40.7)
Other reserves 16 703.0 702.3 705.5
Retained profits 443.1 550.0 457.9
Total shareholders’ equity 1,692.7 1,873.6 1,720.1




Condensed consolidated statement of changes in equity

Issued Share Treasury  Hedge Cost of Other Retained
equity  premium shares reserve hedging reserves profits Total
Restated Restated
£m £m £m £m £m £m £m £m

At 1 January 2017 47.0 424.2 - 305.4 (57.5) 702.1 624.0 2,045.2
Loss for the year - - - - - (167.9) (167.9)
Other comprehensive
expense - - - (179.3) 16.8 3.4 17.3 (141.8)
Total comprehensive loss
for the year - - - (179.3) 16.8 34 (150.6) (309.7)
Equity dividends paid - - - - - - (21.6) (21.6)
Issue of share capital - 0.1 - - - - - 0.1
Movement in equity
associated with share-
based payments - - - - - - 6.1 6.1
At 31 December 2017 47.0 424.3 — 126.1 (40.7) 705.5 457.9 1,720.1
At 1 January 2017 47.0 424.2 - 3054 (57.5) 702.1 624.0 2,045.2
Loss for the period - - - - - - (85.4) (85.4)
Other comprehensive
expense - - - (1149 17.0 0.2 9.1 (88.6)
Total comprehensive loss
for the period - - - (114.9 17.0 0.2 (76.3) (174.0)
Equity dividends paid - - - - - - (1.6) (1.6)
Issue of share capital - 0.1 - - - - - 0.1
Movement in equity
associated with share-
based payments - - - - - - 3.9 3.9
At 30 June 2017 47.0 424.3 - 190.5 (40.5) 702.3 550.0 1,873.6
At 1 January 2018 47.0 424.3 - 126.1 (40.7) 705.5 457.9 1,720.1
Loss for the period - - - - - - (4.0) (4.0)
Other comprehensive
income - - - 3.7 (1.0) (2.5) 17.2 174
Total comprehensive
income for the period - - - 3.7 (2.0) (2.5) 13.2 134
Equity dividends paid - - - - - - (30.1) (30.1)
Issue of share capital - 0.1 - - - - - 0.1
Repurchase of shares® - - (12.9) - - - - (12.9)
Movement in equity
associated with share-
based payments - - - - - - 2.1 2.1
At 30 June 2018 47.0 424.4 (12.9) 129.8 (41.7) 703.0 443.1 1,692.7

0] Repurchase of shares reflects the cost of acquiring ordinary shares as part of the share buy-back programme announced on

20 April 2018. At 30 June 2018 these shares have not been cancelled and are recognised as treasury shares.



Condensed consolidated cash flow statement

Year ended
Six months ended 30 June 31 December
2018 2017 2017
Restated
(Unaudited) (Unaudited) (Audited)
Notes £m £m £m
Cash generated from operations 10 121.0 235.2 375.7
Income taxes refunded/(paid) 7.4 (9.0) (14.0)
Other gains/(losses) 0.9 (0.9) (0.1)
Interest paid (17.9) (29.1) (46.6)
Interest received 0.4 0.3 0.2
Net cash from operating activities 111.8 196.5 315.2
Cash flows from investing activities
Purchases of property, plant and equipment (32.6) (76.6) (159.0)
Purchases of software assets (15.2) (6.6) (15.7)
Acquisition of subsidiaries - (379.8) (379.8)
Net cash used in investing activities (47.8) (463.0) (554.5)
Cash flows from financing activities
Equity dividends paid 7 (30.1) (1.6) (21.6)
Proceeds from issue of share capital 0.1 - 0.1
Purchases of own shares (12.9) - -
Repayment of borrowings (209.0) (493.8) (493.8)
New borrowings drawn down 9 213.3 750.0 768.5
Other financing costs paid 3.7 (17.4) (17.9)
Net cash (absorbed by)/generated from
financing activities (42.3) 237.2 235.3
Net increase/(decrease) in cash and cash
equivalents 11 21.7 (29.3) (4.0)
Cash and cash equivalents at beginning of the
period 222.3 228.4 228.4
Effect of changes in foreign exchange rates 1.3 (2.1) (2.1)
Cash and cash equivalents at end of the
period 245.3 197.0 222.3




Notes to the condensed consolidated interim financial statements

1. General information

These notes provide additional information about the disclosures within the Condensed Consolidated Interim Financial
Statements. Further information can be found in our 2017 Annual Report and Accounts on pages 121-171.

Drax Group plc (the Company) is incorporated in England and Wales under the Companies Act. The Company and its
subsidiaries (together, the Group) operate in the electricity, gas and heat markets within the UK. The address of the
Company’s registered office and principal establishment is Drax Power Station, Selby, North Yorkshire, YO8 8PH,
United Kingdom.

2. Segmental reporting

The Group is organised into three businesses, with a dedicated management team for each, and a central head office
providing certain corporate functions. Our businesses are:

- Power Generation: power generation activities in the UK, including at Drax Power Station and the development
of OCGT projects;

- Pellet Production: production of sustainable compressed wood pellets at our processing facilities in the US; and
- B2B Energy Supply: the supply of electricity and gas to business customers in the UK.

Each business is an operating segment for the purpose of segmental reporting. Information reported to the Board for
the purposes of assessing performance and making investment decisions is organised into these three operating
segments. The measure of profit or loss for each reportable segment presented to the Board on a regular basis is
EBITDA (as defined on page 14).

Operating costs are allocated to segments to the extent they are directly attributable to the activities of that segment.
Corporate office costs are included within central costs.

The results for the B2B Energy Supply segment for the six months ended 30 June 2017 include five months of Opus
Energy Group, which was acquired on 8 February 2017.

Seasonality of trading

The primary activities of our Group are affected by seasonality. Demand in the UK for electricity and gas is typically
higher, and thus drives higher prices and dispatch, in the winter period (October to March) when temperatures are
colder. Conversely, demand is typically lower in the summer months (April to September), when prices are lower.

This trend is experienced by all of our UK-based businesses, as they operate within the UK electricity and gas markets,
and is most notable within the Generation business due to its scale and the flexible operation of coal-fired plant when
prices are low in the summer. The US-based Pellet Production business has a regular production and dispatch schedule,
driven by regular demand from the Generation business for wood pellets, which largely insulates it from demand
fluctuations caused by seasonality.

Segment revenues and results

Six months ended 30 June 2018 (Unaudited)

B2B
Power Energy Pellet  Adjustments

Generation  Supply  Production @ Consolidated
£m £m £m £m £m

Revenue
External sales 969.7 1,109.3 - - 2,079.0
Inter-segment sales 481.1 - 95.3 (576.4) -
Total revenue 1,450.8 1,109.3 95.3 (576.4) 2,079.0
Segment gross profit 172.3 73.9 28.8 3.0 278.0
Segment EBITDA 88.0 15.6 9.8 3.1 116.5
Central costs (14.9)
Consolidated EBITDA 101.6
Depreciation and amortisation (82.6)
Asset obsolescence (26.8)
Loss on disposal (1.2)

Unrealised gains on derivative
contracts 244



Acquisition and restructuring costs (3.1)

Operating profit 12.3
Net finance costs (23.6)
Loss before tax (11.3)

@ Adjustments represent the elimination of intra-group transactions. Intra-group transactions are carried out on arm’s-length commercial terms that,
where possible, equate to market prices at the time of the transaction.

Six months ended 30 June 2017 (Unaudited)

Restated
B2B
Power Energy Pellet Adjustments
Generation Supply Production @ Consolidated
£m £m £m £m £m
Revenue
External sales 860.4 940.1 - - 1,800.5
Inter-segment sales 337.9 - 54.3 (392.2) -
Total revenue 1,198.3 940.1 54.3 (392.2) 1,800.5
Segment gross profit 203.6 495 13.0 (2.2) 263.9
Segment EBITDA 136.7 11.4 (4.4) (2.2) 141.5
Central costs (20.7)
Consolidated EBITDA 120.8
Depreciation and amortisation (89.6)
Loss on disposal -
Unrealised gains on derivative (85.7)
contracts
Acquisition and restructuring costs (6.3)
Operating loss (60.8)
Net finance costs (42.9)
Loss before tax (203.7)

@ Adjustments represent the elimination of intra-group transactions. Intra-group transactions are carried out on arm’s-length commercial terms that,
where possible, equate to market prices at the time of the transaction.

Year ended 31 December 2017 (Audited)

Restated
Power B2B Energy Pellet Adjustments

Generation Supply  Production @ Consolidated
£m £m £m £m £m

Revenue
External sales 1,6862 1,9990 - - 3,6852
Inter-segment sales 1,033.4 — 135.7 (1,169.1) -
Total revenue 2,7196 1,9990 135.7 (1,1691) 3,6852
Segment EBITDA 2375 294 5.5 (9.8) 262.6
Central Costs (33.7)
Consolidated EBITDA 228.9
Acquisition and restructuring costs (7.8)
Depreciation and amortisation (166.3)

Other losses (0.4)




Loss on disposal (15.4)

Unrealised losses on derivative (176.9)
contracts

Operating Loss (137.9)
Net finance costs (66.1)
Loss before tax (204.0)

@ Adjustments represent the elimination of intra-group transactions. Intra-group transactions are carried out on arm’s-length, commercial terms that
where possible equate to market prices at the time of the transaction.

The accounting policies applied for the purpose of measuring the segment’s profits or losses, assets and liabilities are
the same as those used in measuring the corresponding amounts in the Group’s financial statements.

Capital expenditure by segment
Assets and working capital are monitored on a consolidated basis; however, spend on capital projects is monitored by
operating segment.

Capital Capital Capital

Capital additions Capital additions Capital additions

additions to  to property, additionsto to property, additions to  to property,

intangible plant and intangible plant and intangible plant and

assets equipment assets equipment assets equipment

30 June 30 June 30 June 30 June 31 December 31 December

2018 2018 2017 2017 2017 2017

Unaudited Unaudited  Unaudited Unaudited Audited Audited

£m £m £m £m £m £m

B2B Energy Supply 8.6 2.5 4.2 11.0 12.6 17.6
Power Generation 6.0 195 2.1 24.5 2.4 77.0
Pellet Production 0.2 6.4 0.2 37.3 0.4 66.2
Corporate unallocated 0.4 2.3 - 0.3 0.6 3.8
Total 15.2 30.7 6.5 73.1 16.0 164.6

Capital additions for the prior year in the Pellet Production segment included the acquisition of the LaSalle pellet plant
for $35.0 million (£27.4 million) in April 2017.

Major customers

Total revenue for the six months ended 30 June 2018 includes £297.1 million from one customer (H1 2017: £214.7
million and £204.4 million derived respectively from two customers) that represents 10% or more of the Group’s total
revenue for the period. These revenues arose in the Power Generation segment.

3. Revenue

Revenue represents amounts receivable from goods or services provided in the normal course of business, net of
trade discounts, VAT and other sales-related taxes and excluding transactions between Group companies.

The sources of income were as follows:

Six months ended 30 June 2018 (unaudited)

External Intra-group Total
£m £m £m

Power Generation
Electricity sales 434.5 481.0 915.5
ROC sales 338.6 0.1 338.7
CfD income 165.1 - 165.1
Ancillary services 9.1 - 9.1
Other income 22.4 - 22.4
Total 969.7 481.1 1,450.8

B2B Energy Supply
Electricity and gas sales 1,107.7 - 1,107.7



Other income 1.6 - 1.6
Total 1,109.3 - 1,109.3
Pellet Production
Pellet sales - 95.3 95.3
Total - 95.3 95.3
Elimination of intra-group sales - (576.4) (576.4)
Total consolidated revenue 2,079.0 - 2,079.0
Six months ended 30 June 2017 (unaudited)
External  Intra-group Total
£m £m £m
Power Generation
Electricity sales 552.7 337.9 890.6
ROC and LEC sales 126.2 - 126.2
CfD income 156.0 - 156.0
Ancillary services 21.3 - 21.3
Other income 4.2 - 4.2
Total 860.4 337.9 1,198.3
B2B Energy Supply
Electricity and gas sales 935.5 - 935.5
Pellet sales 4.6 - 4.6
Total 940.1 - 940.1
Pellet Production
Pellet sales - 54.3 54.3
Total - 54.3 54.3
Elimination of intra-group sales - (392.2) (392.2)
Total consolidated revenue 1,800.5 - 1,800.5

Year ended 31 December 2017 (audited)

External  Intra-group Total
£m £m £m
Power Generation
Electricity sales 1,030.9 774.5 1,805.4
ROC and LEC sales 367.8 258.9 626.7
CfD income 248.2 - 248.2
Ancillary services 30.7 - 30.7
Other income 8.6 - 8.6
Total 1,686.2 1,033.4 2,719.6
B2B Energy Supply
Electricity and gas sales 1,933.9 - 1,933.9
Pellet sales 6.3 - 6.3
Other income 58.8 - 58.8
Total 1,999.0 - 1,999.0
Pellet Production
Pellet sales - 135.7 135.7
Total - 135.7 135.7
Elimination of intra-group sales - (1,169.1) (1,169.1)
Total consolidated revenue 3,685.2 - 3,685.2

The amounts previously reported in respect of revenue have not changed as a result of the adoption of IFRS 15 in the

period (see note 19).



4. Net interest and other finance charges

Six months Year ended
ended 30 June 31 December
2018 2017 2017
(Unaudited) (Unaudited) (Audited)
£m £m £m
Interest payable and similar charges:
Interest payable on borrowings (18.6) (9.5) (25.6)
Unwinding of discount on provisions (0.8) 0.4 (0.7)
Amortisation of deferred finance costs (1.6) a.7) (3.5)
Net finance cost in respect of defined benefit scheme 0.1 (0.3) (0.5)
Other financing charges - (1.3) (1.2)
Total interest payable and similar charges (20.9) (12.4) (31.5)
Interest receivable:
Interest income on bank deposits 0.4 - 0.2
Total interest receivable 0.4 - 0.2
Foreign exchange gains/(losses) 4.1 (6.3) (10.6)
Total underlying net interest charge (16.4) (18.7) (41.9)
Other finance charges:
Fees to exit existing facilities (2.0) (13.8) (13.8)
Acceleration of deferred costs in relation to previous facilities (5.2) (10.4) (10.4)
Total other finance charges (7.2) (24.2) (24.2)
Total net interest charge (23.6) (42.9) (66.1)

On 26 April 2018, the Group refinanced part of its existing debt to reduce its exposure to interest rate fluctuations and
extend the tenor of its debt profile (see note 9 for further details). The resulting cost of £7.2 million (H1 2017: £24.2
million) reflects the costs incurred to extinguish the existing debt together with the write off of the related deferred
borrowing costs.

In the prior year, the Group incurred costs as a result of a larger refinancing exercise, issuing £550 million loan notes
listed on the Luxembourg Stock Exchange and repaying £494 million of term loans that existed at the time.

5. Taxation

The tax charge includes both current and deferred tax. The tax charge is based upon the expected tax rate for the full
year which is applied to taxable profits/(losses) for the interim period, together with any charge or credit in respect of
prior years.

Current tax, including UK corporation tax and US tax, is the amount payable on taxable profits or recoverable in respect
of tax losses for the period. Deferred tax is an accounting adjustment which reflects where more or less tax is expected
to arise in the future due to differences between the accounting and tax rules.



Year ended
Six months ended 30 June 31 December

2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
£m £m £m
Tax credit comprises:
Current tax
- Current period charge 8.6 45.6 20.3
- Adjustments in respect of prior periods (4.9) - (10.6)
Deferred tax
- Deferred tax before impact of corporation tax change (11.0) (63.9) (61.5)
- Deferred tax impact of corporation tax change - - 15.7
Tax credit (7.3) (18.3) (36.1)

The expected tax rate for the full year is lower than the standard Corporation Tax rate applicable in the UK, principally
due to the tax rate benefit arising to the Group from UK Patent Box claims.

When the effect of prior period adjustments are taken into account (totalling a £5.4 million credit), the overall tax credit
for the six months ending 30 June 2018 amounts to £7.3 million.

Underlying earnings

Underlying earnings is defined as profit after tax, as calculated in accordance with IFRS, adjusted to exclude unrealised
gains and losses on derivative contracts and material one-off items that do not reflect the underlying performance of
the business.

This note analyses the items which are included in our results for the current and previous periods but are excluded
from underlying earnings:

- Unrealised gains and losses on derivative contracts: calculated in accordance with IFRS 9 and excluded due
to the inherent volatility;

- Acquisition and restructuring costs: costs, including legal and professional fees and severance costs,
associated with the acquisition and integration of Opus Energy in 2017 and the closure and relocation of the
US head office in 2018;

- Cost of refinancing: material costs incurred as a result of refinancing the Group’s debt, including break costs
and the acceleration of the amortisation of deferred finance costs associated with the previous facilities;

- Asset obsolescence charge: the write off of coal-specific assets with no further operational use following the
decision to convert a fourth unit to biomass fuel; and

- Related tax charges and credits

Year ended
Six months ended 30 June 31 December
2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
£m £m £m
Earnings:
Earnings attributable to equity holders of the Company for
the purposes of basic and diluted earnings (4.0) (85.4) (167.9)
Adjusted for:
Unrealised (gains)/losses on derivative contracts (24.4) 85.7 176.9
Acquisition and restructuring costs 3.1 6.3 7.8
Cost of debt restructuring 7.2 24.2 24.2
Asset obsolescence charge 26.8 - -
Tax impact of the above adjustments (2.1) (21.9) (38.3)

Underlying earnings 6.6 8.9 2.7




6. Dividends

Year ended
Six months ended 30 June 31 December
Pence 2018 2017 2017
per (Unaudited) (Unaudited) (Audited)
share £m £m £m
Amounts recognised as distributions to equity
holders in the period (based on the number of shares
in issue at the record date):
Final dividend for the year ended 31 December 2017 paid
11 May 2018 7.4 30.1 - -
Interim dividend for the year ended 31 December 2017
paid 4 October 2017 4.9 - - 20.0
Final dividend for the year ended 31 December 2016 paid
12 May 2017 0.4 - 1.6 -
30.1 1.6 20.0

On 23 July 2018, the Board resolved to pay an interim dividend of 5.6 pence per share (£22.4 million), representing
40% of the expected full year dividend in line with our dividend policy. The interim dividend will be paid on 12 October
2018 and shares will be marked ex-dividend on 20 September 2018.

Distributable profits

The capacity of the Group to make dividend payments is primarily determined by the availability of retained

distributable profits and cash resources.

The immediate cash resources of the Group of £245.3 million, comprised of cash and cash equivalents that are
accessible on demand, and the recent history of operating cash generation are set out in note 10.

The Parent Company has distributable reserves at 30 June 2018 of £265.0 million. It also has access to distributable
reserves held by certain subsidiaries. In total, Group-wide distributable reserves, accessible by the Parent, are

sufficient to make distributions in accordance with the Group’s dividend policy for the foreseeable future.

The Group's financing facilities (see note 9) place certain conditions on the amount of dividend payments that can be
made in any year. We do not expect these conditions to restrict the Group’s ability to make dividend payments, in line

with our policy, for the foreseeable future.

7. Loss per share/underlying earnings per share

Loss per share represents the amount of post-tax losses attributable to each ordinary share or dilutive potential ordinary
share we have in issue. Basic loss per share is calculated by dividing our earnings by the weighted average number of
ordinary shares in issue during the period. Diluted loss per share reflects the impact upon the basic loss per share if all
outstanding share options, that are expected to vest on their future maturity dates, were exercised and treated as

ordinary shares as at the balance sheet date.

In addition to loss per share, we calculate underlying earnings per share. Underlying earnings per share is based on

underlying earnings as shown in note 6.

Reconciliations of the weighted average number of shares used in the calculation are set out below.

Treasury shares are not included in the weighted average number of ordinary shares.



Year ended
Six months ended 30 June 31 December

2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
Number of shares:
Weighted average number of ordinary shares for the purposes
of basic loss per share (millions) 406.7 406.8 406.8
Effect of dilutive potential ordinary shares under share plans 2.2 3.7 3.5
Weighted average number of ordinary shares for the purposes
of diluted loss per share (millions) 408.9 410.5 410.3
Loss per share — basic (pence) (1.0) (21.0) (41.3)
Loss per share — diluted (pence) (1.0) (20.8) (40.9)
Underlying earnings per share — basic (pence) 1.6 2.2 0.7
Underlying earnings per share — diluted (pence) 1.6 2.2 0.7

8. Borrowings

On 26 April 2018, the Group issued USD $300 million loan notes, listed on the Luxembourg Stock Exchange. The notes
have a fixed interest rate of 6.625% and mature in 2025. The proceeds of the issue were used to repay in full the £200
million floating rate loan notes issued in 2017.

The purpose of the new loan notes is to extend the maturity date of the Group’s senior debt and reduce exposure to
potential future interest rate increases.

Incremental costs of the new borrowing (£3.7 million) have been deferred and are being amortised over the period to
maturity of the debt instrument. Deferred costs of £5.2 million in relation to the floating rate notes have been written off
in the period, in addition to an early repayment charge of £2.0 million (see note 4).

In addition, the Group’s financing structure includes £350 million fixed rate loan notes, due 2022 and a £35 million index-
linked term loan due 2022. The Group also benefits from a £315 million Revolving Credit Facility (RCF) and a $15 million
Revolving Facility in the US business.

The loan notes and index-linked loan were fully drawn down at 30 June 2018.

Undrawn amounts on the RCF and Revolving US Facility at 30 June 2018 were £315 million and $2.5 million
respectively.

Analysis of borrowings

Changes in borrowings during the period were as follows:
As at 30 June 2018 (Unaudited)

Borrowings
before deferred Deferred Net
finance costs finance costs borrowings
£m £m £m
Borrowings at 1 January 605.2 (15.5) 589.7
Repayment of US Revolving Facility (9.0) - (9.0)
US 2025 loan notes drawn down 213.3 (3.7) 209.6
Floating rate loan notes repaid on 1 May 2018 (200.0) 5.2 (194.8)
Indexation of index-linked loan 0.5 - 0.5
Amortisation of deferred finance costs (note 4) - 1.6 1.6
Retranslation of US 2025 loan notes 13.8 - 13.8

Borrowings at 30 June 623.8 (12.4) 611.4




The Group’s borrowings at the period end were as follows:

As at 30 June 2018 (Unaudited)

Borrowings
before deferred

Deferred Net

finance costs  finance costs borrowings
£m £m £m
2022 fixed rate loan notes 350.0 (8.7) 341.3
2025 USD loan notes 227.1 3.7 223.4
Index linked loan 36.4 - 36.4
US revolving facility 9.5 - 9.5
Finance lease liabilities 0.8 - 0.8
Total borrowings 623.8 (12.4) 611.4
Split between:
Current liabilities 9.6 - 9.6
Non-current liabilities 614.2 (12.4) 601.8

As at 30 June 2017 (Unaudited)

Borrowings

before deferred Deferred finance Net

finance costs costs borrowings

£m £m £m

Loan notes 550 (15.5) 534.5

Term loans 35.9 - 35.9

US revolving facility - - -

Finance lease liabilities 0.8 - 0.8

Total borrowings 586.7 (15.5) 571.2
Split between:

Current liabilities 0.8 - 0.8

Non-current liabilities 585.9 (15.5) 570.4

As at 31 December 2017 (Audited)
Borrowings before

deferred finance Deferred finance Net

costs costs  borrowings

£m £m £m

Loan notes 550.0 (15.5) 534.5

Term loans 35.9 - 35.9

US revolving facility 18.5 - 18.5

Finance lease liabilities 0.8 - 0.8

Total borrowings 605.2 (15.5) 589.7
Split between:

Current liabilities 18.6 - 18.6

Non-current liabilities 586.6 (15.5) 571.1




9. Cash generated from operations

The table below reconciles our loss for the period to the amount of cash we have generated from our operations (i.e.
sourcing, generating and selling electricity and gas) by adjusting for any non-cash accounting items.

Year ended
Six months ended 30 June 31 December
2018 2017 2017
Restated Restated
(Unaudited) (Unaudited) (Audited)
£m £m £m
Loss for the period (4.0) (85.4) (167.9)
Adjustments for:
Interest payable and other charges 24.0 42.9 66.3
Interest receivable (0.4) - (0.2)
Tax (credit) (note 5) (7.3) (18.3) (36.1)
Depreciation and amortisation 82.6 89.6 166.3
Losses on disposal 1.2 - 15.4
Asset obsolescence 26.8 - -
Other losses - - 0.4
Unrealised (gains)/losses on derivative contracts (24.4) 85.7 176.9
Defined benefit pension scheme charge 3.4 3.7 7.3
Share-based payments charge 2.1 3.9 6.1
Close out of derivative contracts @ (2.8) (7.4) (9.8)
Operating cash flows before movement in working capital 101.2 114.7 224.7
Changes in working capital:
Decrease in inventories 58.0 79.7 154
Decrease in receivables 60.8 120.5 60.6
Increase/(decrease) in payables 130.3 35.0 (22.4)
Decrease in carbon assets - 0.6 0.6
(Increase)/decrease in ROC assets (223.9) (108.2) 112.1
Total decrease in working capital 25.2 127.6 166.3
Defined benefit pension scheme contributions (5.4 (7.1 (15.3)
Cash generated from operations 121.0 235.2 375.7

(60

When the Group closes forward purchase or sale contracts via net settlement, a cash inflow or outflow is realised. Where these contracts
are designated into hedge accounting relationships under IFRS 9, the associated gain or loss is held in the hedge reserve and
recognised in the income statement in the period the hedged transaction occurs. The net loss for 2018 includes a net £3 million gain in
respect of such contracts for which the cash has been received in a previous period.

The Group actively seeks to minimise utilisation of the RCF facility (see note 9) by optimising operating cash flows
through careful management of working capital. The key activities that had an impact on these cash flows in the
period were:

Optimisation of ROC cash flows. Cash from ROCs is typically realised several months after the ROC is earned;
however, through standard ROC sales arrangements we are able to accelerate cash flows over a proportion of
these assets. The net impact of ROC purchases and sales in the period on operating cash flows was a £57.2
million outflow (H1 2017: £33.5 million inflow). We also have access to facilities enabling us to sell ROC trade
receivables on a non-recourse basis. These facilities were unused at the period end (2017: £Nil).

Purchasing card facilities. The Group has obtained access to purchasing card facilities in the period which
were used to manage cash payments across a variety of payables. These facilities typically extend terms
beyond the statement date by up to 60 days, improving closing cash balances by £38.3 million (H1 2017: £Nil)
with no impact on the timing of payments for suppliers.

Monetisation of B2B Energy Supply receivables. The Group continues to benefit from a receivables
monetisation facility in the B2B Energy Supply business, under which both billed and unbilled trade
receivables are sold on a non-recourse basis. During the period, additional receivables have been sold under
this arrangement, enhancing cash inflows by £31.3 million in the period (H1 2017: £15.0 million).

As aresult, £12.4 million of the £25.2 million net cash inflow from changes in working capital is a direct result of these
activities.



10. Reconciliation of net debt

Net debt is calculated by taking our borrowings (note 9) and subtracting cash and cash equivalents. The table below
reconciles net debt in terms of changes in these balances in the period.

As at 31

As at 30 June December

2018 2017 2017

(Unaudited)  (Unaudited) (Audited)

£m £m £m

Net debt at 1 January (367.4) (93.5) (93.5)
Increase/(decrease) in cash and cash equivalents 21.7 (29.3) (4.0)
Increase in net borrowings (21.8) (247.2) (267.8)
Effect of changes in foreign exchange rates 13 (2.1) (2.1)
Net debt at period end (366.2) (372.1) (367.4)

11. Financial risk management

The Group’s activities expose it to a variety of financial risks, including commodity price risk, interest rate risk, foreign
currency risk, liquidity risk and credit risk. The Group’s overall risk management programme focuses on the
unpredictability of commodity and financial markets and seeks to manage potential adverse effects on the Group’s
financial performance.

The Group has a comprehensive system of risk management policies, processes and controls. Extensive use of
derivative financial instruments is made in order to hedge certain risk exposures. Risk management is overseen by
risk management committees which identify, evaluate and hedge financial risks in close coordination with the Group’s
trading function under policies approved by the Board of directors.

Commodity price risk

The Group is exposed to the effect of fluctuations in commaodity prices, particularly the price of electricity, coal,
sustainable compressed wood pellets, fibre used to produce the wood pellets, other fuels, and CO2 emissions
allowances.

The Group enters into forward contracts for the purchase and sale of physical commodities (principally power, gas,
coal, sustainable biomass and CO: emissions allowances) to secure market-level bark and dark green spreads on
future electricity sales.

Foreign currency risk

The Group purchases the majority of its fuels for use in the Power Generation business under long-term contracts
denominated in foreign currencies (principally US dollars, Canadian dollars and Euros). As a result, the Group is
exposed to the effect of fluctuations in foreign currency exchange rates.

Exchange rate exposures are managed within approved policy parameters utilising a variety of foreign currency
exchange contracts. The Group enters into both forward currency purchase and currency option contracts to manage
its anticipated foreign currency requirements over a rolling five-year period for both contracted and forecast
transactions.

The Group is also exposed to exchange rate risk arising from the $300 million USD-denominated fixed rate loan notes
(see note 9). The Group has entered into a five-year cross-currency interest rate swap to hedge the exchange rate
volatility arising from both interest and principal payments under the loan note agreement, fixing the pounds sterling
cost of these payments.

Liquidity risk
Liquidity risk is the risk that the Group has insufficient cash to meet its short-term financial requirements.

The treasury function is responsible for liquidity, funding and settlement management under policies approved by the
Board of directors. Liquidity needs are monitored using regular forecasting of operational cash flows and financing
commitments. The Group maintains a combination of cash and cash equivalents, and committed and uncommitted
facilities in order to ensure sufficient funding is available for business requirements.

The Group’s £315 million RCF facility (described in further detail in note 9) is used principally to manage low points in
the operating cash cycle. At 30 June 2018, £Nil was drawn down under this facility.

As explained in note 10, the Group has access to various uncommitted facilities that enable it to accelerate the cash
flows associated with its ROC assets and trade receivables arising from B2B Energy Supply sales on a non-recourse



basis. The Group also has access to purchasing card facilities which can be used to manage the timing of operational
cash outflows within an extended trade credit period.

These facilities and activities allow us to optimise our working capital position and enable the Group to manage the
cash flow impacts arising from the inherent seasonality of the UK energy market.

Interest rate risk

The Group has limited exposure to interest rate risk, principally in relation to cash and cash equivalents and to the
extent arising from floating rate debt instruments. At June 2018, our only exposure under floating rate debt
instruments was in relation to the US Revolving Facility of £9.5 million. The Group has taken out a fixed to fixed cross-
currency interest rate swap to hedge the future cash flows associated with the USD $300 million 2025 fixed rate loan
notes converting them to sterling fixed rate cash flows.

Credit risk

The Group’s exposure to credit risk is limited to the carrying amount of financial assets recognised at the balance
sheet date.

Credit exposure is controlled by counterparty limits that are reviewed and approved by risk management committees.
Where considered appropriate, counterparties are required to provide credit support in the form of a parent company
guarantee, letter of credit, deed of charge, surety bond or cash collateral. In addition, where deemed appropriate, the
Group has historically purchased credit default swaps.

The investment of surplus cash is undertaken to maximise the return within Board-approved policies. These policies
manage credit risk exposure by setting out the minimum rating, maximum investment requirements with any one
counterparty and the maturity profile.

The three operating segments are all exposed to different levels and concentrations of credit risk, largely reflecting the
number, size and nature of their respective customers. The highest risk is in the B2B Energy Supply segment, with a
high number of customers of varying sizes operating in a variety of markets. The acquisition of Opus Energy in
February 2017 increased the Group’s overall exposure to credit risk. Opus Energy carries lower concentrations but
higher levels of credit risk owing to a customer base comprised largely of smaller retail and commercial entities. This
was reflected in the increase in the allowance for doubtful debts when the Group obtained control of Opus Energy.

In the six months to 30 June 2018, the Group continued to observe challenging economic conditions, particularly in
relation to smaller business customers. This is reflected in the increase in impairment of trade receivables in the
period. The Group has responded to this challenge by introducing enhanced credit vetting procedures and outsourcing
credit collection activities to sector experts in certain areas of the business, to mitigate the perceived increase in
exposure to credit risk.

12. Derivative financial instruments

As described above, the Group makes extensive use of derivative financial instruments for the purpose of managing
its exposure to the risks set out in note 12.

Where possible, the Group has taken advantage of the own-use exemption which allows qualifying contracts to be
excluded from fair value mark-to-market accounting. This applies to certain contracts for physical commodities entered
into and held for our own purchase, sale or usage requirements, including forward contracts for the purchase of
biomass, ROCs and coal from domestic sources.

Contracts which do not qualify for the own-use exemption — principally power, gas, financial oil, financial coal, CO2
emissions allowances and forward foreign currency exchange contracts — are accounted for as derivatives in
accordance with IFRS 9 and are recorded in the balance sheet at fair value (which is the difference between the price
we have secured in the contract, and the price we could achieve in the market at the balance sheet date). Changes in
fair value are recognised in the hedge reserve (note 15) to the extent that the contracts are designated as effective
hedges in accordance with IFRS 9, or the income statement where the hedge accounting requirements are not met.
The Group enters into forward contracts solely for the purpose of financial risk management and considers all of its
contracts to be economic hedges (or components of a wider strategy to fix target prices), regardless of whether or not
the specific criteria for hedge accounting are met.

For financial reporting purposes, the Group has classified derivative financial instruments into two categories;
commodity contracts and financial contracts. Commodity contracts comprise forward contracts for the sale of power,
purchase of coal from international sources, purchase of CO2 emissions allowances and gas. Financial contracts
include financial coal, financial oil, interest rate and foreign currency exchange contracts. These financial instruments
are carried in the balance sheet at fair value as follows:

As at 31
As at 30 June December




2018 2017 2017
(Unaudited) (Unaudited) (Audited)
£m £m £m
Assets

Commodity contracts 100.5 52.0 69.4
Financial contracts 344.9 520.6 296.8
445.4 572.6 366.2

Liabilities
Commodity contracts (138.3) (72.1) (94.8)
Financial contracts (100.2) (172.3) (109.0)
(238.5) (244.4) (203.8)

Net unrealised gains on our derivative contract portfolio in the first six months of 2018 were £44.6 million, with £24.4
million recognised in the income statement, £1.0 million in the cost of hedging reserve and £19.2 million in the hedge
reserve.

The change in fair value of our derivative portfolio in the period has been driven predominantly by changes in currency
exchange rates and oil prices.Whilst exchange rate volatility has been reduced in 2018 compared to recent periods, we
have a large portfolio of forward currency purchase contracts, which fix the sterling cost of our future fuel purchases
denominated in foreign currencies. Given the size of the portfolio, its fair value is highly sensitive to small changes in
foreign currency exchange rates.

We use financial oil derivatives to reduce our exposure to oil-linked indexation in forward biomass purchase contracts.
The rise in oil prices during the first six months of 2018 has resulted in unrealised gains across our financial oil portfolio.

Fair value measurement
Commodity contracts:

- Commodity contracts fair value — The fair value of open commodity contracts that do not qualify for the own
use exemption is calculated by reference to forward market prices at the balance sheet date. As contracts are
generally short-term, forward market price curves are available for the duration of the contracts. The quoted market
price used for financial assets held by the Group is the current bid price; the quoted price for financial liabilities is
the current ask price.

Financial contracts:

- Forward foreign currency exchange contracts fair value — The fair value of forward foreign currency exchange
contracts is determined using forward currency exchange market rates at the balance sheet date.

- Other financial contracts fair value — The fair value of other financial contracts that do not qualify for the own
use exemption is calculated by reference to forward market prices at the balance sheet date. As contracts are
generally short-term, forward market price curves are available for the duration of the contracts.

The fair values of all derivative financial instruments are discounted to reflect the credit risk inherent within the
instrument.

The fair values of commodity contracts and financial contracts are largely determined by comparison of observable
forward market prices with the contract price; therefore, these contracts are categorised at Level 2 of the fair value
hierarchy under IFRS 9.

13. Other financial instruments

We hold a variety of other non-derivative financial instruments, including cash and cash equivalents, borrowings,
payables and receivables arising from our operations.

Fair value

Cash and cash equivalents, short-term investments, trade and other receivables, and trade and other payables generally
have short times to maturity. For this reason, their carrying values approximate to their fair value. The Group’s
borrowings relate principally to the publicly traded high-yield loan notes and amounts drawn down against term loans.

The financial liabilities have been measured at amortised cost. The terms of the instruments have been reviewed for
the existence of embedded derivatives. The 2022 fixed rate loan notes and the 2025 USD loan notes both contain an



early repayment option that meets the definition of an embedded derivative. However in both cases, these have not
been separated as they are deemed to be closely related to the host contract.

At 30 June 2018, the fair value of the loan notes was £5.6 million and in excess of the carrying value of £577.1 million
(based on quoted market prices).

14. Hedge reserve

Changes in the fair value of derivative contracts for commodity, financial and currency contracts, to the extent that they
qualify as effective cash flow hedges under accounting rules, are recognised in the hedge reserve, a component of
shareholders’ equity. The cumulative gains and losses unwind and are released to the income statement to match the
effect of the hedged cash flows.

As described above, following the decision to convert the fourth generating unit at Drax power station to run on
biomass, the expected level of required carbon emissions allowances for the remainder of 2018 was materially
reduced. As a result, during the first six months of 2018 the Group terminated a number of in-the-money hedged
carbon positions. As the hedged item (cash outflows for the purchase of required emissions allowances) is no longer
expected to occur, the £8.8 million realised gain was reclassified to cost of sales in the income statement when the
trades were terminated.

The expected release profile of post-tax hedging gains/(losses) to the income statement is as follows:

As at 30 June 2018 (Unaudited)

Within 1-2
1 year years 2-5years Total
£m £m £m £m
Commodity contracts (22.6) 2.0 0.5 (20.1)
Financial contracts 37.7 61.0 51.2 149.9
15.1 63.0 51.7 129.8

As at 30 June 2017 (Unaudited)

Within 1-2
1 year years  2-5years Total
£m £m £m £m
Commodity contracts (18.1) 3.1 - (21.2)
Financial contracts 54.0 37.0 120.7 211.7
35.9 33.9 120.7 190.5

As at 31 December 2017 (Audited)

Within 1-2
1 year years  2-5years Total
£m £m £m £m
Commodity contracts 2.3 1.7) - 0.6
Financial contracts 40.0 39.9 456  125.5

42.3 38.2 45.6 126.1




15. Other reserves

Capital
redemption Merger Translation

reserve reserve reserve Other
£m £m £m £m
At 1 January 2017 15 710.8 (10.2) 702.1
Other comprehensive income - - 3.4 3.4
Total comprehensive income for the year - - 34 34
31 December 2017 1.5 710.8 (6.8) 705.5
At 1 January 2017 15 710.8 (10.2) 702.1
Other comprehensive income - - 0.2 0.2
Total comprehensive income for the period - - 0.2 0.2
At 30 June 2017 15 710.8 (10.0) 702.3
At 1 January 2018 15 710.8 (6.8) 705.5
Other comprehensive expense - - (2.5) (2.5)
Total comprehensive expense for the period - - (2.5) (2.5)
At 30 June 2018 15 710.8 (9.3) 703.0

16. Share buy-back programme

On 20 April 2018, the Group announced the commencement of a £50.0 million share buy-back programme. As at 30
June 2018, the Group had repurchased 3,919,979 ordinary shares as part of the programme at a cost of £12.9 million.
These shares are held as a separate component of reserves awaiting reissue or cancellation and have no voting rights
attached to them.

17. Contingent liabilities

Contingent liabilities are potential future outflows of cash that are dependent on a future event that is outside of our
control. The amount and timing of any payment is uncertain, cannot be measured reliably, or is considered to be unlikely
to arise.

Guaranteed Minimum Pension (GMP)

The UK Government has proposed equalisation of the GMP, resulting in an increase in the value of GMP for males.
This would correspondingly increase the defined benefit pension obligation of the Group. At present, the methodology
for implementing the equalisation is uncertain and thus the impact cannot be reliably measured. As a result, no
allowance has been made for GMP equalisation in the calculation of the defined benefit obligation in these Condensed
consolidated interim financial statements.

A case is due to be heard at the High Court in the second half of this year. The resolution of this case will provide further
clarity on the potential liability.

Guarantees

In addition to the amount drawn down against the bank loans, certain members of the Group guarantee the obligations
of a number of banks in respect of letters of credit issued by those banks to counterparties of the Group. As at 30 June
2018 the Group’s contingent liability in respect of letters of credit issued under the revolving credit facility amounted to
£20.7 million (H1 2017: £46.1 million).

The Group also guarantees obligations in the form of surety bonds with a number of insurers amounting to £57.5 million
(H1 2017: £Nil).



18. Adoption of new accounting standards

In the six months ended 30 June 2018, the Group applies, for the first time, IFRS 15 Revenue from Contracts with
Customers and IFRS 9 Financial Instruments.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related interpretations. It applies to all
revenue arising from contracts with customers, unless those contracts are in the scope of other standards. Adoption of
IFRS 15 has not resulted in any changes to the amounts recognised in these financial statements compared to the
previous requirements, nor any restatement of the prior period comparative information.

The accounting policies, as disclosed in the Annual Report and Accounts for 31 December 2017, have not materially
changed. Particular areas for consideration have been in respect of the growing B2B Energy Supply Segment which
supplies to businesses ranging from micro-businesses to large Industrial & Commercial participants. These
customers actively rather than passively renew their supply contracts. These contracts have been separated into two
main categories; those with a fixed price for a contracted period of time, and those with a variable or flexible price
where the contract price varies according to changes in the cost of supply.

For fixed price contracts, progress is measured with reference to the costs of supply incurred at the point the energy is
delivered and revenue is accrued or deferred accordingly. For variable rate and flexible contracts, revenue is
recognised at a point in time when the energy is supplied and is measured at the contracted price per unit supplied.

The B2B businesses accrue revenue based on estimated usage each period and this is recognised on the balance
sheet as accrued income. Where the consideration received from the customer is in advance of supply revenue is
deferred on the balance sheet.

Generation revenue continues to be recognised at the point of delivery. Activities within the scope of IFRS 9 (see
below) are outside the scope of IFRS 15.

IFRS 9 —financial instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement for periods
beginning on or after 1 January 2018, bringing together all three aspects of accounting for financial instruments:
classification and measurement; impairment; and hedge accounting.

On transition to IFRS 9, the key change in the Group’s accounting policy for financial instruments is to recognise the
‘cost of hedging’ (explained below) in a reserve, rather than the unrealised gains/losses line in the income statement.
This change in policy has been applied retrospectively with comparative information for the period beginning 1
January 2017 being adjusted as though the requirements of IFRS 9 have always been in force.

In respect of accounting for trade and other receivables, the Group has applied IFRS 9’s simplified approach to
provisioning and has calculated this using lifetime expected losses. This calculation has had no material impact on the
financial statements.

The transition to the new standard is complete; however, the Group will monitor emerging developments and
interpretations of the new standard.

The impact on the previously reported amounts in the balance sheet, income statement and statement of
comprehensive income, due to changes in accounting policy under IFRS 9, are set out in the tables below.

Impact on the income statement (increase/(decrease)) for:

Six months Year ended
to 30 June 31 December

2017 2017

Adjustments £m £m

Loss for the period (68.4) (151.1)
Operating and administrative expenses b) 9.0 18.7
Impairment losses on trade receivables b) (9.0) (18.7)
Unrealised gains/losses on derivative contracts a) (21.0) (20.8)
Tax charge d) 4.0 4.0

Restated loss for the period (85.4) (167.9)




Impact on other comprehensive income (increase/(decrease)) for:

Six months Year ended
to 30 June 31 December

2017 2017

Adjustments £m £m

Other comprehensive expense (105.6) (158.6)
Cost of hedging a) 21.0 20.8
Tax charge d) (4.0) (4.0)
Restated other comprehensive expense (88.6) (141.8)

(a) Cost of hedging

A large proportion of our derivative contracts relate to foreign exchange contracts, including forward contracts, options
and swaps. Consistent with prior periods, the Group has continued to designate the change in fair value of the spot
rate in the Group’s cash flow hedge relationships. As part of the transition, an election has been made to designate
the cost of hedging — being the change in fair value associated with forward points — to other comprehensive income.
This change in policy has been applied retrospectively. As a result, the Group’s loss on initial application has
decreased and the corresponding increase was taken through other comprehensive income into a new cost of
hedging reserve.

(b) Impairment losses on trade receivables

Impairment losses on trade receivables are now disclosed separately on the face of the income statement (previously
included within operational and administrative expenses). Application of IFRS 9 has not had a material impact on the
value of trade receivable impairment losses.

(c) Other losses
There were no material adjustments to the Group’s classification and measurement of financial instruments.

The Group has changed its policy regarding the classification of listed equity investments from fair value through profit
and loss to fair value through other comprehensive income (FVOCI).

(d) Tax charge

Upon adoption of IFRS 9, deferred tax and income tax values were adjusted as necessary.

19. Impact of standards issued but not yet applied by the entity

IFRS 16 — leases

The Group continues to make progress in assessing the impact of the new leasing standard, which will affect the
accounting for the Group’s operating leases. As at the reporting date, the Group has non-cancellable operating lease
commitments of approximately £40 million. The Group has not yet determined to what extent these commitments will
result in the recognition of an asset and a liability for future payments and how this will affect the Group’s profit or loss
and classification of cash flows. Some of the commitments may be covered by the exception for short-term and low-
value leases.

The Group is also completing a review of service contracts previously assessed as not being a lease under IAS 17 and
IFRIC 4 to ensure that this assessment is still appropriate under the new requirements.

The Group currently expects to adopt IFRS 16 in the period it becomes mandatory, which is 1 January 2019 subject to
EU endorsement.

IFRS 17 — insurance contracts

The Group does not issue insurance contracts and accordingly does not expect this standard to have any impact on the
financial statements. Existing contracts are being reviewed to ensure they do not have characteristics of an insurance
contract as defined by IFRS 17.



INDEPENDENT REVIEW REPORT TO DRAX GROUP PLC

We have been engaged by the company to review the condensed set of financial statements in the half-yearly financial
report for the six months ended 30 June 2018 which comprises the condensed consolidated income statement,
condensed consolidated statement of comprehensive income, the condensed consolidated balance sheet, the
condensed consolidated statement of changes in equity, the condensed consolidated cash flow statement and related
notes 1 to 20. We have read the other information contained in the half-yearly financial report and considered whether
it contains any apparent misstatements or material inconsistencies with the information in the condensed set of financial
statements.

This report is made solely to the company in accordance with International Standard on Review Engagements (UK and
Ireland) 2410 “Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by
the Financial Reporting Council. Our work has been undertaken so that we might state to the company those matters
we are required to state to it in an independent review report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the company, for our review work, for this report,
or for the conclusions we have formed.

Directors’ responsibilities

The half-yearly financial report is the responsibility of, and has been approved by, the directors. The directors are
responsible for preparing the half-yearly financial report in accordance with the Disclosure and Transparency Rules of
the United Kingdom’s Financial Conduct Authority.

As disclosed above, the annual financial statements of the group are prepared in accordance with IFRSs as adopted by
the European Union. The condensed set of financial statements included in this half-yearly financial report has been
prepared in accordance with International Accounting Standard 34 “Interim Financial Reporting” as adopted by the
European Union.

Our responsibility

Our responsibility is to express to the Company a conclusion on the condensed set of financial statements in the half-
yearly financial report based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland) 2410
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the Financial
Reporting Council for use in the United Kingdom. A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards
on Auditing (UK) and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the condensed set of financial
statements in the half-yearly financial report for the six months ended 30 June 2018 is not prepared, in all material
respects, in accordance with International Accounting Standard 34 as adopted by the European Union and the
Disclosure and Transparency Rules of the United Kingdom’s Financial Conduct Authority.

Deloitte LLP

Statutory Auditor
London, United Kingdom
23 July 2018



Glossary

Ancillary services

Services provided to National Grid used for balancing supply and demand or maintaining secure electricity supplies
within acceptable limits. They are described in Connection Condition 8 of the Grid Code. Also referred to as system
support.

Availability
Average percentage of time the units were available for generation.

Bark spread
The difference between the power price and the cost of biomass, net of renewable support.

Blackstart
The process of restoring an electric power station or a part of an electric grid to operation without relying on the external
electric power transmission network to recover from a total or partial shutdown.

Contracts for difference (CfD)

A mechanism to support investment in low-carbon electricity generation. The CfD works by stabilising revenues for
generators at a fixed price level known as the “strike price”. Generators will receive revenue from selling their electricity
into the market as usual. However, when the market reference price is below the strike price they will also receive a top-
up payment from suppliers for the additional amount. Conversely, if the reference price is above the strike price, the
generator must pay back the difference.

Dark green spread
The difference between the power price and the cost of coal and carbon.

EBITDA
EBITDA is defined as earnings before interest, tax, depreciation, amortisation and material one-off items that do not
reflect the underlying trading performance of the business.

EU ETS
EU Emissions Trading System

Grid charges
Includes transmission network use of system charges (TNUo0S), balancing services use of system charges (BSU0S)
and distribution use of system charges (DUO0S).

H1 2017
The six-month period ended 30 June 2017.

H2 2017
The six-month period ended 31 December 2017.

H1 2018
The six-month period ended 30 June 2018.

Inertia

The energy stored in the rotating generators which resists variations in system frequency resulting from changes in the
supply/demand balance. A level of inertia is vital to slow down the rate of change of frequency thereby maintain a stable,
reliable supply particularly at times of system faults.

IFRS
International Financial Reporting Standards.

Lost time injuries
Lost time injuries are occurrences where the injured party is absent from work for more than 24 hours.

Net debt

Comprises cash and cash equivalents, short-term investments less overdrafts and borrowings net of deferred finance
costs.

OCGT
Open Cycle Gas Turbine

Patent box regime
The Patent Box enables companies to apply a lower rate of Corporation Tax of 10% to profits earned from patented
inventions.

Planned outage
A period during which scheduled maintenance is executed according to the plan set at the outset of the year.

Power
The provision of electricity and/or gas.



Renewable support
Term used to refer to any financial incentive in respect of renewable energy generation. At present this predominantly
reflects the value ascribed to ROCs and CfD.

REGO
A Renewable Energy Guarantee of Origin (REGO) is certification provided as proof of energy being generated from
renewable sources.

ROCs
A Renewables Obligation Certificate (ROC) is a certificate issued to an accredited generator for electricity generated
from eligible renewable sources.

Summer
The calendar months April to September.

Total recordable injury rate (TRIR)
The frequency rate is calculated on the following basis: (lost time injuries + worse than first aid injuries)/hours worked
times 100,000.

Winter
The calendar months October to March.

Drax Group plc

Drax Power Station

Selby

North Yorkshire YO8 8PH
Telephone: +44 (0)1757 618381
Fax: +44 (0)1757 612192
www.drax.com



