Making a positive difference
for energy consumers

Ofgem’s investigation into Drax Power Ltd and how reporting requirements under the Renewables Obligation apply

Under the Renewables Obligation (RO) legislation, power stations using biomass have to comply monthly with the 'Land Criteria rules' and the 'Greenhouse Gas rules' to be eligible for Renewables
Obligation Certificates (ROCs). These rules are set by government in legislation. Biomass-using power stations are audited annually against these requirements. The evidence we have seen from the

monthly data returns and required audits demonstrate that Drax were eligible for their ROCs. But we determined Drax misreported on other obligations relating to their 'annual profiling data' because
they could not clearly evidence why they reported as they did on two particular data sets. Ofgem takes any misreporting very seriously and Drax was required to correct its data, pay £25m and complete a
detailed audit of annual profiling data reporting across its global supply chain as a result.
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‘Land criteria’ rules

Under current scheme rules, at least 70% of woody biomass (from all jurisdictions) in a
given month must come from sustainable sources in order to be eligible for RO funding
under current scheme rules.

Whether a source meets the ‘land criteria’ and is therefore deemed ‘sustainable’ (i.e.
>70%) is dependent on a large range of factors that are defined in the RO legislation,
for example whether biodiversity is maintained, harm to ecosystems minimised and
productivity of the forest is maintained. It must also comply with local and national
requirements relating to labour and welfare. There are very detailed requirements.

‘Greenhouse Gas’ rules

Under current scheme rules, 100% of biomass must meet ‘greenhouse case criteria’ in
order to be eligible for RO funding under current scheme rules.

The ‘greenhouse gas criteria’ accounts for the lifecycle emissions of the biomass used,
end to end. This does not look as closely at things like the mix of forest type used, only
the emissions related to key activities such as harvesting, processing and transport.

; We found no evidence that Drax had breached the 70/30 rule.

Biomass sourced from Canada

Canada @ Worldwide

Drax sources and processes biomass from a number of
jurisdictions globally. Canadian biomass accounted for
approximately 15% of its global total.

Drax’s inability to explain its figures for biomass sourced
and processed in Canada, meant that we ruled it was not
appropriate for them to report ‘0% saw log’ and 'other
naturally regenerated forest’ as part of their 'annual
profiling data'.

Q Power stations that use biomass
are required to provide ‘annual profiling
data’ on the source of their biomass. This
reporting is not linked to ROC eligibility, but is

important for understanding where the
biomass used comes from. Drax was not able
to demonstrate that it had reported accurately
against this requirement and we therefore took
enforcement action.

Canadian annual profiling data

‘Annual profiling data’ is an RO requirement that is in place to
ensure there is transparency around where a generator has
sourced its biomass. Each year, Drax is required to report
against 19 different annual profiling datasets. They must
provide this for each jurisdiction.

Profiling data has no direct link (i.e. is not an input) to
compliance with the land criteria / greenhouse case criteria,
and therefore there is no relationship to ROC eligibility.

We found misreporting because Drax could not adequately
evidence why it reported as it did for forest derived from
particular locations in Canada, for two specific data sets as
part of its annual profiling data submissions. Drax could
therefore not demonstrate why its annual profiling reporting
for Canada was correct.

The two data sets where our investigation found evidence of
misreporting — ‘saw log’ and ‘forest type’ — are not used to
inform the 'land criteria' assessments (and therefore ROC
eligibility) in any way.
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The two misreported annual profiling
data sets for Canada — ‘saw log’ and
‘forest type’.
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