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UK ETS 2026 Free Allocation Application Stage 2

Dear operator,

Please see important information below on the following:

Importance of Free Allocation (FA) application stage 2
What to expect in your FA application stage 2

Carbon Border Adjustment Mechanism (CBAM)

How to submit your information

Deadlines

Further information

Importance of Free Allocation Application stage 2

The first stage of your FA application was submitted in the 1 April - 30 June 2025 baseline
data collection exercise.

You will only be eligible to receive free allocation (FA) at any point in the 2027-2030
allocation period if you complete the second stage of the FA Application between 1
April-30June 2026.

The submission window has now opened.

What to expect in FA application stage 2

During the second stage of the FA application, you will be required to do the following:

1.

2.

Confirm whether you would like to proceed with the application,

Identify which of your sub-installations are UK CBAM sub-installations and which are
not UK CBAM sub-installations,

Confirm whether you would like to exclude your 2020 scheme year, or your 2020 and
2021 scheme years, from the calculation of your HAL for the 2027-2030 allocation
period.

Your FA Application stage 2 template will have questions on the above topics embedded in the
Baseline Data Report (BDR) containing the information you submitted in stage 1 (1 April - 30
June 2025).

Itis important that you check that the information you submitted in the stage 1 part of the BDR

(A -H)is correct and as expected. If there is anything which you think is incorrect, you must

contact us.
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Carbon Border Adjustment Mechanism

In FA Application stage 2, we need to collect information on which sub-installations should
receive an FA reduction from 2027 as they belong to a sector to be included in the UK CBAM [the
primary carbon leakage mitigation measure for UK CBAM sectors].

Within your application, in the ‘FA application’ sheet you will be required to indicate whether the
processes in each of your sub-installations serve the production of a UK CBAM good or not.

Note, offshore installations are not affected by UK CBAM so all your sub installations will
be non-CBAM.

How to submit your information

e We are currently preparing your FA application stage 2 using the information which you
submitted in the baseline data collection.

e Once this is available on your METS account, you will be notified, and a new task will
appear on your METS dashboard. We expect this to be available to you between the
7" and 10" April.

e Theform on METS is self-explanatory with options to indicate your preference regarding
your application for FA, CBAM and excluding COVID affected years.

e Allapplications requiring a CBAM split (or certain error corrections) will go to your
verifier for verification before submission to the regulator.

e Once submitted, we may return the form for corrections. These corrections will appear
on your METS dashboard with a descriptive title, and you will also be notified via email.

e Your regulator will notify you when your indicative FA values are available in the Stage 2
FA application template. We expect this to be in July.

Deadlines

e The FA application stage 2, and any associated verification reports, must be submitted
to your regulator before the close of 30 June 2026. This deadline is set out in Article 4 of
the Free Allocation Regulation.’

e By 30 September 2026, the regulator will send your documents to the UK ETS Authority
for approval.

e The allocation table will be published by 1 January 2027.

Throughout this process, if you have any questions, please contact
opred@energysecurity.gov.uk .

If you have any questions on UK ETS policy, please contact
emissions.trading@energysecurity.gov.uk.

Further information

To supportyou in completing stage 2 of your FA application, the UK ETS Authority is hosting a
webinar session on 15" April (10:30-11:30) alongside UK ETS regulators. This will follow the
same structure as the webinar session held on the 26™ March and will provide opportunity for
questions. If you would like a copy of the slides, please contact opred@energysecurity.gov.uk.

" Please see Article 4 of the Free Allocation Regulation here:
https://www.legislation.gov.uk/eur/2019/331/article/4

OFFICIAL


mailto:opred@energysecurity.gov.uk
mailto:emissions.trading@energysecurity.gov.uk
mailto:opred@energysecurity.gov.uk
https://www.legislation.gov.uk/eur/2019/331/article/4

Please register for the webinar on 15th April here (10:30 — 11:30).

Guidance is also available to assist operators with completing stage 2 of the free allocation
application process here: UK Emissions Trading Scheme (UK ETS): technical guidance and tools
- GOV.UK

New guidance:

« UKETS12A FAR - Completing the second stage of the free allocation application
Revised guidance:

* UKETS11 FAR: Determining allocation at the installation level

« UKETS13 FAR: Monitoring and reporting in relation to the free allocation rules
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https://events.teams.microsoft.com/event/1b60a429-532d-44da-ba72-628d7568b8e2@cbac7005-02c1-43eb-b497-e6492d1b2dd8
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