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We are the Environment Agency. We protect and improve the environment.

Acting to reduce the impacts of a changing climate on people and wildlife is at the heart
of everything we do.

We reduce the risks to people, properties and businesses from flooding and coastal
erosion. We protect and improve the quality of water, making sure there is enough for
people, businesses, agriculture and the environment. Our work helps to ensure people can
enjoy the water environment through angling and navigation.

We look after land quality, promote sustainable land management and help protect and
enhance wildlife habitats. And we work closely with businesses to help them comply with
environmental regulations.

We can’t do this alone. We work with government, local councils, businesses, civil
society groups and communities to make our environment a better place for people and
wildlife.
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1. Introduction

The Climate Change Agreements (CCA) scheme is a voluntary scheme administered by
the Environment Agency on behalf of the Department for Business Energy and Industrial
Strategy (BEIS) for the whole of the UK. It enables holders of climate change agreements
to claim a discount on the Climate Change Levy (CCL) — a tax on energy use in industry,
commerce and the public sector. In exchange, participants are required to meet energy
efficiency improvement targets agreed between government and sector associations.

The current scheme started on 1 April 2013 and was scheduled to run until 31 March 2023
in 4 Target Periods. The scheme was extended for 2 years until March 2025 in a fifth
Target Period which added new targets and enabled new entrants to apply to enter the
scheme. The Operations Manual provides technical advice on how to apply for and
maintain your Climate Change Agreement and covers the updated requirements of the
extension. It also provides technical advice on the scheme rules and our administration of
the scheme.

Some of the scheme rules are mandatory whereas others are optional, depending on your
circumstances. You should be aware that once you have signed up to an agreement it
may not be possible to change these optional rules, and this may affect the demonstration
of performance against your targets. You should seek your own separate advice on
whether to apply for an agreement and the type of agreement that is most appropriate for
your individual circumstances.

An existing or new operator may take over facilities already included in an agreement.
Please keep this in mind when reading this manual, especially sections 2, 4 and 7.

1.1. Using the manual

This manual is intended to be read on-screen as it contains hyperlinks to other sections or
to external documents and websites. If you have followed an internal link and wish to
return to your previous location, hold down the ALT key and then press the left arrow on
your keyboard.

Links to external documents and websites were checked as of January 2022.

This manual will be updated periodically. Please check the Climate Change Agreements
Operations Manual webpage to ensure you are using the most recent version.
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2. Getting started — important information for
all operators

This section outlines the application process for a CCA and what can be done using the
CCA register. It explains the role of the operator within the CCA scheme, including the
tasks of key personnel, and which processes and products are eligible for a CCA.

2.1. Overview of the application process

The process to be followed by a new operator to obtain an underlying agreement is
outlined below and set out in sections 2 to 5:

e Section 2 describes the CCA scheme and outline requirements on getting
started. If your site is eligible then move to the next step.

e Section 3 will help you determine eligible energy, how to apportion it and how
to calculate your baseline (that is, your performance in the base year).

e Section 4 describes how to set up your target unit.

e Section 5 explains the CCA charges

Once your application is complete your sector association should submit it to the register.
The Environment Agency will review the application. If approved, you will receive an email
asking you to sign the underlying agreement. Signing is done by giving email 'assent'.
After we have processed your email assent, we will add your facilities to the reduced rate
certificate, and you will be eligible to claim the CCL relief for these facilities You will then
need to work to meet targets and report emissions at the end of target periods.

2.2. CCA register

All underlying agreements for the scheme are managed online via the CCA register. This
includes any changes that are needed to the agreement, reporting against targets, banking
of surplus and payment of buy-out if the target is not achieved.

Your sector association has access to the register to manage the accounts for each of its
target unit operators. Consultants working on behalf of your sector association can also
have access to manage target unit information. Access to the register is a dedicated CCA

webpage.

Operators aren't able to edit their information in the register — this is done by the sector
association or its nominated consultant. However, operators can request read access to
view their target unit information. Read access may be granted for up to two users per
target unit, one of which must be named on the target unit account. It is possible for an
operator to have one contact listed from the target unit and a nominated consultant.
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Read-only users can view the following information relating to their target unit:

¢ the underlying agreement

e any change (known as a variation) made to the information held about the target
unit

e the facilities included in the target unit covered by the agreement

e the targets for each target period

A read-only user is not able to make any changes to this information. A user should
contact their sector association to make changes to any data held within the register.

Appendix B explains, with the aid of screenshots, what operators need to do to:

e log on to the register as a read-only user
e set up and manage a read-only account
e navigate around the register

A separate register user guide for sector associations and their nominated consultants is
available to download from our CCA webpages: Climate Change Agreements: IT user

quide.

2.3. Key roles

2.3.1. The operator

Paragraph 65 of the Technical Annex defines who can be an operator.

For more information about the definition of an operator, see our environmental
management guidance on environmental permits: Legal operator and competence
requirements: environmental permits - GOV.UK.

The operator must be clearly identified as a legal entity. This includes but is not restricted
to individuals, partnerships and limited companies. Companies are registered with
Companies House and are identified by their registered company number. Only the
company which satisfies the definition of operator can be the operator: a parent or other
group company will have a different number, is a separate legal entity, and cannot be or
act on behalf of the operator in relation to the CCA. This is important as it can affect other
issues, including the inclusion and exclusion of facilities (see section 4.5.3), as well as
when ownership of the target unit and/or facility changes.

The operator should appoint for each target unit:

e aresponsible person to act on their behalf
e an administrative contact — the day-to-day contact for the target unit
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The responsible person and administrative contact can be the same person, but this may
impact our ability to communicate with you if the sole contact leaves.

Multi-operator facilities

A multi-operator facility (MOF) is a facility where different parts of the installation or
installations are operated by different legal persons. An agreement may cover a MOF site,
but only one operator can hold the agreement. The operators in the MOF should decide
which operator should hold the agreement. The MOF is eligible to be included in a multi-
facility target unit if it meets the requirements outlined in section 4.5.3. The nominated
operator is responsible for compliance with the agreement at that facility.

2.3.2. The responsible person

As specified in the agreement, the responsible person is someone authorised by the
operator to:

e enter into an underlying agreement
e agree any changes to an agreement
e accept any penalty or other notices we serve on the operator

Although the responsible person is the individual on whom we would serve notice, they
have no personal liability. Compliance with the terms of the underlying agreement remains
the responsibility of the operator. Any act or omission by the responsible person will be
held to be an act or omission of the operator.

We would normally expect the responsible person to be an employee of the operator and
to have the necessary authority from the operator to enter and make amendments to the
agreement. We would not normally expect a consultant to be sufficiently authorised to act
on behalf of the operator.

Under Rule 3.1.8 of the agreement, the responsible person must provide us with both a
UK postal address and an operational email address that we can use to serve notices on
them.

The operator must notify any change to the contact details for the responsible person
within 20 working days. In practice, the operator should notify the sector association, who
will then update the CCA register.

We do not issue a new agreement when the responsible person changes. This is
because the agreement is between the Environment Agency and the operator, not the
responsible person, and so the agreement assented to by the previous responsible
person is still valid. If they wish, the responsible person can request a new agreement if
their details have been updated. To do this they would need to contact the CCA
helpdesk.
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2.3.3. The administrative contact

The 'administrative contact' is the person who is the day-to-day contact for the target unit
and who looks after the day-to-day management of the underlying agreement. The
administrative contact will often deal with the sector association on behalf of the operator
and with the responsible person for general management of the CCA.

The administrative contact does not hold any authority (within the agreement) for
complying with the rules or underlying agreement, but often supports the responsible
person (who would sign off any changes to the underlying agreement).

Details for the administrative contact can be updated at any time and will not trigger a
new agreement to be issued or signed. It is important that these details are kept up to
date so please notify your sector association when the contact changes so that they can
update the details held on the register.

2.4. Which processes and products are eligible for a
climate change agreement?

2.4.1. What makes a site eligible for a CCA?

To hold a CCA an operator must carry out one or more eligible processes. Appendix A
summarises the definitions of the eligible processes that are outlined in primary legislation,
Schedule 6 to the Finance Act 2000 (as amended). This specifies eligibility through two
pieces of legislation:

¢ The Environmental Permitting (England and Wales) Regulations 2010 (EPR)
(as amended). A site will be eligible if it carries out a Part A (1) or A (2) activity
listed in Part 2 of Schedule 1. (Note that eligibility for facilities in Scotland or
Northern Ireland is also determined by reference to the activities listed in the EPR
for England and Wales.) For the purposes of the CCA scheme, thresholds in the
EPR Schedule 1 activity descriptions should be ignored, with the sole exception of
the 50 MW limit for combustion plant.

e The Climate Change Agreements (Eligible Facilities) Regulations 2012 (as
amended). A facility will be eligible if it carries out an energy-intensive process or
activity detailed in the Schedule. The umbrella agreement for each sector lists all
the processes and activities carried out within the sector that are eligible for a CCA.
You should work with your sector association to determine if you carry out an
eligible process.

A list of what an operator will need to provide to prove eligibility when entering the scheme
is outlined in section 6.
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2.4.2. Changes to eligibility and tax exemptions
2.4.2.1. New sectors

From time to time government may extend eligibility to new sectors or amend it for existing
sectors. We will update Appendix A as necessary. The guidance given in this manual
applies equally to new and existing sectors.

2.4.2.1 CCL exemption for energy used in metallurgical and mineralogical
processes

The Chancellor announced in the Budget in March 2013 that energy used in metallurgical
and mineralogical products and their eligible processes would be 100% exempt from CCL
from 1 April 2014. The exemption applies to energy used in products and processes
covered by the following NACE codes (NACE Rev 2):

e NACE code 23
e NACE code 24
e NACE code 25.5
e NACE code 25.6

For further information, please refer to the HMRC guidance Exemptions from climate
change levy for mineralogical and metallurgical processes guidance. Operators of a facility
covered by a CCA which includes exempted metallurgical and mineralogical processes
can continue to hold their CCA where to do so is consistent with scheme rules. Where an
operator chooses to retain their CCA, they can claim 100% relief under the metallurgical
and mineralogical exemption and CCA rates of relief for other eligible processes.

Alternatively, operators have the option to voluntarily terminate (see section 8.3.1) their
CCA agreement in line with the scheme rules (through contacting the Environment
Agency). The termination of the agreement means all facilities within the target unit will no
longer be able to claim their CCL discount through the CCA scheme. Operators
terminating their agreement for facilities that are regulated under the Environmental
Permitting Regulations (EPR) in England and Wales (and the equivalent legislation for the
devolved regulators), should refer to the Industrial Emissions Directive Part A1 guidance
following termination of their CCA, to ensure they comply with the energy efficiency
requirements set out in the EPR.
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3. Eligible energy in the CCA scheme

This section outlines the ways for accounting for energy in CCAs. These will help you
determine the amount of energy consumed on a site that may be included in an eligible
facility. This also forms the basis for determining the energy consumed within the target
facility. The eligible facility is the installation or part of a site which is eligible to be covered
by a CCA. The target facility is the eligible facility less any part(s) consuming energy
covered by the Emissions Trading Scheme, (ETS). The target facility is the part to which
CCA targets apply and whose energy use must be reported under CCA.

This section covers:

e how to account for energy use and calculate primary energy consumption
e how to define the eligible facility and target facility on a site
e how to calculate the performance of the target facility in the base year

Note: The Finance Act 2000 (as amended) defines a 'facility that is eligible' [to hold a
CCA]. In this manual, when we use 'eligible facility', we mean a 'facility that is eligible' as
outlined in the Finance Act 2000 (as amended).

For illustrative purposes, extracts are taken from the Technical Annex. These extracts
describe energy accounting as it applies to the determination of the target facility. For the
avoidance of doubt, the same accounting protocols apply to the determination of the
eligible facility.

3.1. How to account for energy use

The first stage in setting up a CCA is to understand how much of the energy consumed on
a site is eligible to be included in the CCA. To do this, the operator must first understand
the types of energy and fuels that are accounted for in the CCA scheme.

3.1.1. Fossil fuels

The operator should account for the combustion of fossil fuels on a site. Paragraph 12 in
the Technical Annex states:

“The units of fossil fuels used must be calculated on a gross calorific value basis. No
correction must be applied to account for the energy consumed in the extraction,
processing, and supply of the fossil fuels to a target facility.”

If available, operators should use the gross calorific value (GCV) provided by their energy
supplier when working out their energy consumption. Where this information is
unavailable, operators should use the GCV given for the particular fossil fuel in Annex 11
of the '2012 Guidelines to Defra’s/DECC’s GHG conversion factors for company reporting'.
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These factors can be found at 2012 greenhouse gas conversion factors for company
reporting. These 2012 GCV conversion factors should be used for all reporting during the
five target periods.

Where the GCV is not available from the supplier and the fuel being consumed is not listed
in the company reporting guidelines the operator should email their sector association in
the first instance or alternatively the Environment Agency’s CCA helpdesk.

3.1.2. General electricity imports

The operator should account for any electricity imported to a site from an external source
(third party or a dedicated electricity generator) and consumed on the site.

If this electricity is imported from a licensed supplier, it is treated as ‘grid electricity’ and the
metered consumption is multiplied by 2.6 for accounting and reporting purposes Technical
Annex ( paragraph 13).

If the electricity imported to the site is generated by a standalone generator (non-CHP) and
supplied to the site via a private wire, the total fuel input to the generator and the total
electricity output from the generator is used to calculate the efficiency of electricity
generation for that generator. The energy recorded by the site is then the metered
electricity consumed divided by the efficiency of the generator. This energy would be
reported as the fuel(s) to the generator

Electricity imported to the site that is generated in a combined heat and power (CHP) plant
is accounted for differently (see section 3.1.6).

All electricity consumed in electrolysis processes is included in the scheme (Technical
Annex paragraph 43).

3.1.3. Green electricity tariffs

Most suppliers now offer 'green’ electricity tariffs. These tariffs are not CCL exempt and
are treated in the same way as any other electricity imports as outlined in section 3.1.2

3.1.4. Renewable electricity

Any electricity from renewable energy sources (such as wind, solar, hydro or through the
combustion of a renewable fuel) that is generated on site or supplied directly from an off-
site source, and then consumed within the eligible facility, should be counted in the same
way as electricity from the grid.

This means that the energy counted is the delivered electricity consumed multiplied by 2.6
(see section 3.1.2).
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The CCA scheme is not designed to provide additional incentives for renewables beyond
Feed-in Tariffs (FITs), Renewable Obligation Certificates (ROCs) or the Renewable Heat
Incentive (RHI). The aim of the CCA scheme is to encourage energy efficiency.

3.1.5. Renewable or waste fuels

Paragraphs 28 to 30 in the Technical Annex describe in which circumstances the energy
content of renewable and waste fuels, including fuel which is not 100% renewable, must
be determined and reported.

Renewable heat generation, although carbon efficient, can be less energy efficient
compared to non-renewable fuels. Therefore, operators of target units with energy targets
should consider how renewable heat generation will impact on the ability to meet their
improvement targets.

The list of qualifying renewable fuels as set out in the Technical Annex is provided below:

Type Fuels
Biomass (plants or parts of e Straw
plants) e Hay and grass

e Crops (for example, maize)

Biomass wastes ¢ \Waste wood
e Forestry residues
e Landfill gas

e Sewage sludge

e Biogas produced by digestion, fermentation
or gasification of biomass

e Animal and fish oils, fats and tallow

Biomass fraction of mixed e Biomass fraction of textile wastes
materials e Biomass fraction of composites containing
wood
e Biomass fraction of municipal and industrial
wastes
Fuels whose components and e Bioethanol
intermediate products have all e Biodiesel
been produced from biomass ¢ Biomethanol
e Biogas

e Syngas via gasification or pyrolysis
e Liquid fuels via pyrolysis
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Appendix D.1 explains how to account for CHP in the CCA scheme, including scenarios
where the fuel input is renewable, non-renewable or a mixture of these.

If available, operators should use the GCV provided by their renewable or waste fuel
supplier when working out their energy consumption. Where this information is
unavailable, operators should use the GCV for 2012 given for the particular fossil fuel in
Annex 11 of 'Guidelines to Defra’s/DECC’s GHG conversion factors for company reporting'
(see section 3.1.1).

3.1.6. Combined heat and power

Combined heat and power (CHP) is an integrated process whereby heat generated during
the generation of electricity is recovered and put to a useful purpose. The way in which the
consumption of heat and power generated in a CHP plant is accounted for in CCA
depends on whether there are renewable fuel inputs to the CHP. There are three different
scenarios that can arise regarding the make-up of the fuel inputs:

o all fuel input is non-renewable
. all fuel input is renewable
o fuel input is a mixture of renewable and non-renewable

The procedure for accounting for CHP in the CCA scheme is set out for these three
categories in Appendix D.

Special reporting methodology for CHP

There is a special reporting methodology (SRM) for CHP where the following criteria are
met.

e all the facility’s direct fuel consumption is covered by the UK Emissions Trading
Scheme (UK ETS)

o the facility consumes electricity generated in a CHP plant and this CHP plant is
covered by UK ETS

e the facility can import electricity from the grid

Where an eligible facility meets all three criteria, the SRM may be used to determine the
performance of the facility in the base year and at subsequent target periods. This will
ensure that changes in apparent performance at sites meeting the criteria more closely
reflect changes in their actual performance. Once a facility opts to use the SRM, it must do
so for as long as it meets all three criteria.

Provided their performance can be re-baselined for operation of the CHP SRM, operators
of facilities meeting the above criteria may only apply it starting from the current target
period. It cannot be applied retrospectively to a target period that has concluded.
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The CHP SRM allows for more predictable performance for the operator and a better
alignment of reported performance with efficiency of electricity consumption.

The details and calculations for how to apply the CHP SRM are outlined in Appendix D.

SRM may not be appropriate in all circumstances. If you decide to use SRM please make
sure that you make the decision in full consultation with your Sector Association.

3.1.7. Steam

As energy is accounted for on a primary energy basis in the CCA scheme, it is the fuel
used to generate the steam consumed in the eligible facility that is accounted for, rather
than the energy content (enthalpy) of the steam itself.

In the case of steam imports and exports, not originating from CHP, paragraphs 26 to 27 in
the Technical Annex state that:

“Imported or exported steam must be accounted for by taking the enthalpy of the steam
and dividing by the efficiency of the system that generates the steam and distributes it to
the user's target facility boundary; in order to account for the total primary energy
consumed (that is. fuel combusted) to produce the steam that is consumed.

Account must be taken of steam pressure — for example, where sites import high pressure
steam and return it at a lower pressure.”

3.1.8. Accounting for oxygen imports

Where oxygen is imported by a site for consumption in the eligible facility, an energy
equivalent will be attached to this oxygen if the eligible facility also contains plant used to
generate oxygen. Operators should contact us via the CCA helpdesk to agree an
appropriate value of this energy equivalent.

Oxygen imported by sites for consumption in the eligible facility, where the eligible facility
does not include plant for the production of oxygen, will be zero rated for energy.

3.1.9. Accounting for liquid nitrogen or solid carbon dioxide used for
cooling

Where liquid nitrogen or solid carbon dioxide (COz2) is imported to perform a cooling
function in an eligible facility, an energy equivalent will be attached to the imported liquid
nitrogen or solid carbon dioxide. Operators should contact us via the CCA helpdesk to
agree an appropriate value of this energy equivalent.

Liquid nitrogen or solid carbon dioxide imported to a site which is not used to perform a
cooling function will be zero rated for energy.
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3.1.10. Accounting for transport fuel

Transport fuel can be included within an eligible facility in the following cases. In each
instance, it is optional to include it.

e Where a vehicle performs an activity that is directly associated with the stationary
technical unit, the operator may choose to include this fuel in the energy
consumption of the installation and, therefore, the eligible facility. An example
would be forklift trucks consuming electricity.

e Fuel consumed by vehicles not performing a directly associated activity may be
included in the eligible facility’s energy consumption under the 3/7th provision of
the 70% rule as long as this energy is measured.

When choosing whether to include fuel used by vehicles in the eligible facility, operators
should consider the following.

e Once the choice has been made to include fuel consumed by vehicles in the base
year data, this fuel must be reported at future target periods, and vice versa.
e Only fuel consumed by vehicles operating on site can be included.

Operators must therefore be able to distinguish between fuel consumed by vehicles
when they operate on site from that consumed if they operate off site.

If the operator feels unable to meet any of these requirements, fuels consumed by
vehicles should be left out of the eligible facility’s energy consumption.

3.2. What energy can't be counted in CCAs

3.2.1. Fuel used as a chemical feedstock

Fuels are sometimes not combusted nor used for their reducing properties but are simply
incorporated into an intermediary or final product. In such situations, the fuel is said to be
used as a chemical feedstock.

Where a fuel is used as a chemical feedstock and becomes part of a chemical product,
this fuel must not be counted as part of the energy use of an eligible facility. Where this
fuel is used as a reductant (that is, as a reducing agent that chemically reduces other
substances within a process), it must be counted within the eligible facility’s energy
consumption (Technical Annex paragraph 42).

3.2.2. Heat recovered from exothermic reactions

An exothermic reaction is a chemical reaction that involves the release of heat.
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Where an exothermic reaction involves the combustion of a fuel, that fuel must be counted
in the eligible facility's energy consumption.

Where heat is recovered from exothermic reactions not involving the combustion of fuel,
that heat energy is not counted in the eligible facility's energy consumption (Technical
Annex paragraph 44).

3.2.3. Electricity generated from recovered heat

Where waste heat is recovered and is used to generate electricity, consumption of that
electricity is not counted in the eligible facility's energy consumption (Technical Annex,
paragraph 45).

3.3. Defining and calculating the energy consumption of
the eligible facility and target facility on a site

Before working through this section, please make sure you have read and understood
section 3.1 and section 3.2. This is so you can correctly account for a site's energy
consumption and thus correctly define and calculate the energy consumption of the eligible
facility and the target facility.

Defining and calculating energy for a site's CCA involves five steps:

Define the site boundary (3.3.1)

Calculate energy consumed by different categories of activity (3.3.2)

Apply the 70% rule (3.3.3)

Define the target and eligible facility (3.3.4) — including crossovers with the UK ETS
Calculate base year performance (3.3.5)

Al

3.3.1. Step 1: Define the site

Annex B of the Technical Annex defines a site as:

“A site is an area of land falling within a continuous boundary which encloses the
land used in connection with the operation of the installation. For this purpose,
however, an area of land can still be regarded as a single site even if it is dissected
by a road, railway line or river. Other non- contiguous parcels of land would not,
however, constitute a single site.”
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3.3.2. Step 2: Calculate energy consumed by different categories of
activity

Activities on the site should be divided into three categories in terms of their energy
consumption. Energy should be calculated and divided based on the site’s primary energy
consumption (see section 3.1). The three categories are:

e Stationary technical unit (STU) — the unit in which the eligible process listed in
Appendix A is carried out, that is, the activity or activities which render the facility
eligible

e Directly associated activities (DAAs) — an activity on the same site which has a
technical connection with the activities listed in Appendix A and which could have
an effect on emissions and pollution

e Other activities — energy consumed within the site boundary that is not related to
either the STU or any DAA

The STU and DAAs combined form the installation. It must include all eligible stationary
plant.

Activities that are directly associated with the eligible process (STU), and on the same site
as the STU, must be included in the installation and the energy consumed in such plant
must, therefore, be reported.

Where the directly associated activity is performed by non-stationary plant, such as on-site
fork-lift trucks and other vehicles, the operator may opt to include or exclude it from the
installation and, therefore, the eligible facility (See Section 3.1.10). We apply this principle
to all new entrants and variations.

A full definition of an installation in the CCA scheme is given in Appendix E.

An installation's boundary is a continuous line encompassing all STUs and DAAs. This
continuous boundary must encompass all physically connected areas of land that are
under the same ownership or occupancy (in terms of legal entity) as the area where the
eligible process is carried out. Any connected areas must be areas of land separated only
by a road, railway line or river (or similar physical feature). Areas used as domestic
dwelling that are separately metered must be excluded from a site boundary. The site
boundary cannot be contracted during the agreement to enable eligible processes or
DAAs, which still operate and were originally included in the eligible facility, to be excluded
from the eligible facility.

Technically connected DAAs that are not on the same site (as defined in section 3.3.1)
should be excluded from the installation. Any existing facilities found to have offsite DAAs
will be required to revise their base year data and eligibility calculations such that the
offsite DAA is excluded. DAAs not within the site, as defined above, which consume
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primary energy and generate secondary energy (electricity and heat) which is
subsequently consumed by energy consuming plant within the site boundary, can be
included within the installation boundary.

Where a site includes a building that has multiple floors with different operators, the
installation's parts may be physically separated by spaces operated by other operators,
while still being on the same site. This means that the facility can be defined in terms of a
series of vertically separate, 2-dimensional boundaries which, collectively, encompass all
areas that use energy for the eligible process and DAAs.

See section 3.1 for what energy can be counted within the CCA scheme and section 3.2
for what energy should not be counted within the scheme. All types of energy listed in
section 3.1 must be included when determining the energy consumed in each category,
including fuel consumed in an ETS Annex 1 activity.

The Climate Change Agreements (Eligible Facilities) Regulations 2012 (as amended)
(referred to as the Eligible Facilities Regulations from here on) require that reckonable
energy from the following sources consumed in the CCA installation during the previous 12
months must be used to determine the intended supply or use in the following 12-month
period:

e energy obtained from the burning or using of relevant commodities in the installation
or parts of installations on the site

e electrical energy supplied to the installation, installations or parts of the installations
on the site

e energy in cooling supplies

e energy in supplies of steam

Continuous monitoring of data on the amounts of these energy sources is therefore
necessary to demonstrate eligibility.

By the end of step 2, the energy consumed on a site should be divided between the STU,
DAAs and other site energy. It is important to document the division as this information will
be required as part of the application process on the CCA register.

When pulling together the site energy consumption which may be covered by a CCA, you
should also include any fuel consumed within plant carrying out an Annex 1 activity (as
defined in the Technical Annex (as amended from time to time). The CCL discount can be
claimed in respect of this fuel but will be disregarded when establishing the energy
consumption of the target facility. This is explained further in section 3.3.5. Although it is
not necessary at this stage to remove any fuels covered by the Emissions Trading
Scheme, we recommend this energy is identified distinctly to make step 4 easier.
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Important point when estimating site energy

When estimating the proportion of the site's energy consumed within the installation for an
application for a CCA, we accept use of an actual floor area when estimating proportions
of energy used in eligible and non-eligible areas for equipment such as space heating and
air conditioning. This must be clearly set out in the application. However, we don’t accept
use of estimates when sites come to determine the actual energy consumed for reporting
purposes. Actual energy consumption for reporting purposes must be measured by direct
metering or in some circumstances indirect measurements are acceptable. For further
information, contact the CCA Helpdesk.

Where a site has more than one eligible process belonging to more than one
sector

If activities on a site span more than one sector, the operator should adopt one of the
following options:

e apportion the site's energy against each process and apply for an agreement to
each relevant sector association. This option requires adequate metering to be in
place to ensure no energy is double counted.

e hold one agreement for the largest eligible process and treat the other process as
‘other’ site energy. This will necessitate the installation of sub-metering where
appropriate (see section 3.3.3 for more about sub-metering requirements). Note,
under this option only the throughput associated with the largest eligible process
should be counted.

3.3.3. Step 3: Apply the 70% rule

The aim of this step is to find out how much of the energy consumed on the site can be
included in the eligible facility. Where applicable, the energy consumed in the eligible
facility is eligible for the CCL discount. However, some fuels consumed on a site will not be
liable for the CCL or any discount. Operators should check with HMRC if there is any
doubt over this.

What is the 70% rule?

The 70% rule is derived from the Eligible Facilities Regulations. The basic principles of the
rule are as follows:

e if the installation consumes 70% or more of the site’s total primary energy
(reckonable energy), an operator can claim that all the site’s energy consumption
falls within the eligible facility. This would include fuel consumed in plant carrying
out Annex 1 activities if present on a site.
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o if the installation consumes less than 70% of the site’s total reckonable energy, an
operator can claim the installation’s energy consumption, plus energy consumed by
other activities on site up to a value equal to an additional 3/7ths of the installation’s
energy consumption, as falling within the eligible facility. However, both the
installation and any additional energy claimed under the 3/7ths provision must be
separately sub-metered. The addition of the 3/7ths can occur at any point during the
CCA except for the last two months of a target period.

Operators should monitor their facilities annually to ensure they continue to comply with
the 70% rule. We may check compliance with this rule when we carry out an audit (see
section 9).

When to use sub-metering

Before applying to join the CCA scheme, an operator should estimate the energy
consumed by the installation over the previous 12 months using any existing sub-meters,
spot metering or calculation based on equipment rating and the hours used. The
methodology for any estimation must be site-specific and set out clearly when the facility
eligibility application in the CCA register is completed. This estimate should be checked
regularly by the operator to ensure that the energy consumed in the installation remains
correct.

If the proportion of energy consumed by the installation over the previous 12-month period
was greater than or equal to 70% of the total energy consumed by the site, the only meters
needed are fixed site meters.

If the installation consumed was less than 70% of the total energy consumed by the site,
the energy consumed by the installation and any additional 3/7ths must be sub-metered
separately. If it falls below 70%, 12 months of sub-metered data will need to be supplied
before applying for a CCA unless it can be demonstrated that the site is a greenfield facility
(see section 4.3).

If eligibility against the 70% rule changes during a target period, it will be necessary to
amend the target unit's underlying agreement (see section 7.5.1).

3.3.4. Step 4: Calculate the energy consumption relevant for CCA target
setting and performance reporting (defining the target facility)

This step is only relevant if there is an ETS installation associated with the eligible facility.

An ETS installation is associated with the eligible facility if one of the following applies:

e the eligible facility includes plant carrying out an Annex 1 activity
o the eligible facility imports and consumes heat or power from an Annex 1 activity
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If either applies the fuel consumed within the plant carrying out the Annex 1 activity must
be subtracted from the eligible facility's energy consumption. This will give the energy
consumed within the target facility. Energy consumed within the target facility in the base
year will constitute the base year performance against which targets will be set. The
eligible facility remains the entity whose energy consumption is entitled to receive the CCL
discount and will include energy consumed within an ETS installation.

Target facility energy consumption = Eligible facility energy consumption — Any fuel
consumed within the eligible facility that is consumed within plant carrying out an Annex
1 activity

This calculation is made easier if the fuel consumption in plant carrying out Annex 1
activities is identified in step 1.

ETS information on the CCA register

It is important that information about the ETS installation included in the eligible facility is
captured in the CCA register so we know that the energy consumption of the target facility
and the eligible facility will differ. These data are also necessary to calculate the penalty for
the eligible facility stated in the target unit's underlying agreement.

This information should be included in any new application. If the information is missing
from the register, a variation (section 7) can be raised to add this to the agreement.

3.3.5 Step 5: Calculate base year performance
What is the base year?

The base year is a continuous 12-month period where the operator measures its initial
performance. The data collected during the base year establish the baseline. The
baseline energy consumption for the target facility must not include any fuel consumed in
plant carrying out Annex 1 activities.

e For target periods 1 to 4, we would normally expect the base year to be the 12-
month period from January to December 2008

o for target period 5, we would normally expect the base year to be the 12-month
period from January to December 2018

If an operator doesn’t have data during either of the above default base year periods, it
must use the next available 12-month period closest to the default base year. Operators
must explain why they aren’t able to use the default base year periods. Changes to energy
use and/or products since the base year are not valid reasons for using a later base year.

If a structural change occurs, the base year data should be reconstructed where possible
(see section 7.5.1).
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A greenfield facility is a special case. The operator of a greenfield facility can apply to join
the CCA scheme within 12 months of starting to carry out an eligible activity. We will issue
an agreement once the operator is able to start collecting the data necessary to establish a
representative baseline performance. The operator must ensure the baseline data is
complete and supply us with this no later than 12 months after the start date of its
agreement. More information on how to deal with greenfield facilities is given in section
4.3.

The base year cannot be changed after an operator has entered into an agreement,
subject to the rules on variations (Rule 11.1).

How to calculate the target facility performance in the base year

To determine their baseline performance, operators need to:

e understand how to account for energy in the CCA scheme (section 3.1)

e collect all the information on the site's energy consumption

e work out how much of the site’s energy consumption is consumed within the eligible
facility (section 3.2)

e remove from the eligible facility's energy consumption any fuel consumed within
plant carrying out an Annex 1 activity

Accuracy is essential

Data from energy supply meters and throughput measurements must be sufficiently
accurate to enable the baseline performance to be expressed to at least five significant
figures. If this is not possible, please contact the CCA helpdesk for advice.

Where an operator receives bulk deliveries of fuel and direct metering of the fuel used is
not available, we may consider alternative methods of calculating energy consumption. For
example, it may be possible to use tank level gauge readings, or a combination of a
manufacturer’'s equipment energy rating and measured run hours. The alternative
measures need to provide the accuracy required and must be used consistently.

Section 4 explains the additional data accuracy requirements for target facilities with
relative or Novem targets.

3.4. How to manage energy recording and reporting when a meter fails

In general, where there are gaps in data due to the failure of a meter, it is acceptable to
apply an estimation technique. Appendix F includes several estimation techniques that an
operator could use if a meter fails. These estimation techniques are consistent with the
principles used in previous schemes. Note: no uplift is applied to any estimated
consumption figures.
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It is not acceptable for an operator to use an estimation technique where an energy
supplier fails to provide invoices in time for reporting. It is good energy management
practice for operators to take their own meter readings regularly to reduce the reliance on

supplier invoices.
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4. Setting up a target unit

We cannot include additional facilities in an umbrella agreement after 30 June 2022.
However, an existing or new operator, may transfer facilities included in an existing
agreement following a change of ownership. Please keep this in mind when reading this
section, especially parts 4.3 and 4.4.

4.1. Target and certification periods

The scheme has five target periods. Each target period is 24 months long; beginning on 1
January in the first year and ending on 31 December in the second year.

We set targets for each of the target periods using the relevant base year performance
and the sector commitments.

The scheme comprises six certification periods, which start from 1 April 2013 and end on
31 March 2025. The individual certification periods are defined in the agreement and follow
on from each other continuously.

After activation of an operator’s agreement, we will add the facilities in that agreement to
the reduced rate certificate. The operator can claim CCL discount for the energy supplied
to facilities whilst these are included in the reduced rate certificate.

If an operator meets its target at the end of a target period or uses the buy-out mechanism,
we will recertify the facilities for the next certification period. Note: the sixth certification
period starts after the fifth target period has ended. We will recertify the facilities for all
operators who meet their targets for the fifth target period (or pay a buy-out fee) from 01
July 2023 until 31 March 2025.

New facilities in target period 5

We certified the new facilities added to agreements between 1 January 2021 and 31
March 2021 (during the fourth certification period) from the date when the agreement was
activated, until the end of the fifth certification period (30 June 2023). The operators of
these facilities were not required to show that they had made progress towards meeting
their target during the fourth certification period.

4.2. Sector commitments and target unit targets

There are two types of target within the CCA scheme:

o a target for the sector, known as the ‘sector commitment’
. a target for the individual agreements, known as the ‘target unit target’
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4.2.1. Sector commitment

The sector commitments for target periods 1 to 4 were agreed between DECC and the
sector associations in 2012and form the overall energy or carbon efficiency percentage
improvements required until the end of 2020. New sector commitments for target period 5
were agreed between BEIS and the sector associations in 2020.

The sector commitments for each target period are included in schedule 5 of each sector
association’s umbrella agreements. Umbrella agreements for each sector are available to
view/download from the CCA webpages: Climate change agreements: umbrella

agreements.

4.2.2. Target unit targets

For operators with existing agreements, targets for TP1-TP4 were agreed during the
2012/13 target setting period. For operators with existing agreements, targets for TP5
were agreed during the 2020/21 target setting period.

We set targets for new entrants using the standard target setting method outlined in
section 4.4.

Types of targets

Targets can be expressed in terms of energy (kWh, MWh, GJ or PJ) or carbon (kgC) and
as either absolute or relative. Four types of target are therefore possible in the CCA
scheme.

. relative energy (for example, kWh/m?)

. absolute energy (for example, MWh)

. relative carbon (for example, kgC/tonne)
. absolute carbon (for example, tonnes C)

These are described below, with examples of how they apply for an eligible process.

An absolute target is a target to reduce the total energy consumed within the target
facility for each target period. For example, for an absolute energy target, a target facility
used 1,000 MWh of electricity in its base year. Its target is a 5% reduction over the next
target period (covering two years). Therefore, the target facility’s target is 1000 x 2 x 95%
= 1,900 MWh of electricity consumption for that target period.

A relative target is a target to reduce the energy used to produce each unit of throughput
in the target facility. A relative target can be calculated for both carbon and energy in two
ways.

e Standard relative target — where there is only one product at a facility or group of
facilities that makes up a target unit. For example, a product is created which
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used an average 50 kWh of fuel per m? of throughput in its base year. Its target is
a 5% reduction over the next target period. Therefore, the target is an average
47.5 kWh per m?for the two year target period.

¢ Ratio relative (Novem) target — calculated using the Novem method. This is
used when a target unit produces two or more products which have very different
energy intensities of production or whose throughput is measured in very different
units (for example, m?and litres). The target is stated as a ratio of the target
energy consumption to the reference energy. This is the energy that would have
been consumed in the base year for the same level of throughput and product mix
as the target period. The Novem method corrects for any distortions created by a
changing mix of throughput by generating one common output. See section 4.4.3
for how to calculate a Novem target.

Expressing the target

For energy targets, kWh is the most commonly used unit because it is the unit most
frequently used in metering the main types of energy (electricity and gas).

Target unit targets must be the same type (carbon or energy) as the sector commitment
(or sub- sector commitment where a sector has sub-sectors). They can differ from the
sector commitment in so far as targets for target units in the same sector can be either
relative or absolute. For example, where a sector commitment is in relative energy terms,
a new entrant can choose either a relative energy or an absolute energy target but can't
choose a carbon target.

Targets are expressed as percentage improvement and numerical targets. A percentage
improvement target for a target period is the target percentage improvement in
performance for that target period relative to performance in the base year. Applying the
percentage improvement target for a target period to the base year performance will
derive the numerical target for that target period. For example, a target unit has a base
year specific energy consumption (SEC) performance of 20.000 kWh/kg and the
percentage improvement target for the target period is 10%. In this example, the
numerical target for that target period is 18.000 kWh/kg. The base year performance is
required for all target units to enable a numerical target to be calculated.

Data accuracy

The base year and target SECs determined for a relative energy target unit (non-Novem)
from energy and throughput data need to have at least five significant figures within the
constraint that they are only recorded to 3 decimal places. Therefore, the value of the
base year and target SECs must be greater than 10.000. This can be achieved by
adjusting the throughput units (while retaining meter accuracy), essentially by moving the
decimal point in the throughput measurement. For instance, an SEC can be determined
for a throughput unit of a tonne but use data from a meter which measures in kg units.
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When meter readings for energy and throughput provide an accuracy of at least five
significant figures, a percentage target will be accurate to three decimal places. If meter
readings cannot provide five significant figures, we may allow a tolerance on percentage
targets for a relative energy target unit (non-Novem) up to a limit of 0.1 percentage
points of the target percentage. For example, if the target is 6%, then using a 0.1%
tolerance would mean that the TU would meet their target if they achieve 5.9%.

Selecting a target type

Operators should work with their sector association to work out what type of target is
available and appropriate for their operation. Once the underlying agreement is signed, it
won't be possible to request a change to the type of target except as detailed in the
paragraph below. It is therefore essential for operators to consider the best target
currency for their operation before signing their underlying agreement.

Operators with standard relative targets (for example, SEC targets) may change to
Novem targets, as both are relative targets. However, there are requirements an
operator should consider before initiating a change to a Novem target. To be able to use
a Novem target, the operator needs to be able to determine the base year SECs for each
separate product (either through sub-metering or appropriate calculation) and to report
the level of production of each separate product at future target periods.

If a range of products with significantly different energy intensities could be produced,
then a change in the production mix could have a major impact on target period
performance. Such changes are not a structural change and do not trigger a change in
base year data however they are a reason to consider a Novem target. See Section 7.9
(other types of variation) on how to change a Novem target.

The target period 5 target type specified in an underlying agreement must be the same
as the specified target type for target period 1 to 4. However, for target units that have
target period 4 and 5 targets the underlying agreements can be amended during an
amendment window which opens from 1 July 2021 to 30 September 2021 to allow
Operators of target units with an absolute target to vary their target period 5 target to a
relative or relative Novem target. No such changes can be requested outside of this
amendments window.

Throughput conversion factors

Conversion factors should be used where units of throughput differ between the sector
commitment and the target unit target. Operators will need to be able to justify
throughput conversion factors using past data.

The relationship between the target unit throughput measure and sector commitment
throughput measure should be auditable. For example, if throughput is measured in kg of
aluminium for the sector commitment and m? of aluminium 