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Industry update on baseline data reporting for free allocations (FA) stage 2, stage 1
corrections and consumption of heat

Guidance for Stage 2 Baseline Data Reporting (BDR).

Further to the UKETS Authority communication — FA Application Stage 2 (BDR), please
see the following supplementary guidance to assist with completion.

As part of the Stage 2 BDR exercise, Operators Stage 1 BDRs will be converted to
include a ‘FA_Application’ sheet. If operators wish to continue with your application for
Free allocation (FA), the questions in this sheet must be completed. If withdrawing, this
sheet does not need to be completed.

Note, in the converted BDR, all sheets are read only with the exception of the
FA_Application’ sheet which operators are required to complete.

For the options of withdrawing or continuing your application for a free allocation
please see the steps to follow below.

Note, if an installation has ceased production, a permit surrender application has been
accepted by OPRED at the time of this communication, you do not need to do anything.
If your surrender application has not been submitted or not yet approved by OPRED, the
stage 2 process must still be completed.

If the decision was to not apply for a free allocation at stage 1 (June 2025), the stage 2
process can be ignored, and no further action is required.

BDR stage 2 METS workflow steps

The options in METS:
Not Continuing application for FA — withdrawing your Free Allocation application
1. Inyour METS dashboard there will be a ‘Complete 2026 stage 2 baseline data
report’ workflow in your tasks list.
2. Open this workflow and then select ‘Provide stage 2 baseline data report’.
3. Ifyou do not wish to continue your application for FA, check the box for:
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‘No, | want to withdraw my application for free allocation. You will not be eligible
to receive any free allocation at any pointin the 2027 to 2030 allocation period
after withdrawing your application’.

Provide a reason why, continue with the workflow and submit this to OPRED.
There is no further action if you do not wish to continue your application for FA.

Continuing your application for Free Allowance - confirming your application

1.

@
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Download the latest version (which has been converted) of the baseline data
report, which can be found in the related files section in the details page of the
installations account as per snip below.

Details Notes Permit history Reports Inspections Users and contacts

Active permit

Downloadable version GHGE Permit v15.0.pdf
» Attached documents
Activation date 20Jul2023
Permit 1D uk-o-nGD
Related files
Latest BDR BDA{JIP2025v2-uploaded by Regulato ALxlsx

Complete the questions in the ‘FA_Application’ sheet as per the guidance -
UKETS12A FAR — Completing the second stage of the free allocation application
Follow steps 1-2 above and for step 3 check the box for:

‘Yes, | hold a GHGE permit and want to continue my application for free
allocation as a main scheme participant, or | currently hold HSE status and want
to become a main scheme participant from 2027 to 2030.

Apply to remain a main scheme participant if you have a GHGE permit, or to
rejoin the main scheme from 2027 to 2030 if you have HSE status.’

Select ‘Continue and then ‘yes’ or ‘no’ for the ‘Are you making COVID
adjustments’ question

and

‘no’ for ‘Is your installation in the aluminium, cement, fertiliser, hydrogen, iron or
steel sector?’ — as this question is for installations affected by CBAM which is
not applicable to offshore.

Select ‘Continue’ and upload the completed baseline data report from step 1.
Select ‘Continue’ and on the check your answers page check that the correct
BDR template file has been uploaded.

Select ‘Confirm and complete’.

Select ‘Send report’.

Select ‘No, send the report to a regulator without verification’.

.Select ‘Continue’ then ‘Confirm and send’ and the report in will be submitted to

OPRED for review.

OFFICIAL


https://assets.publishing.service.gov.uk/media/69bd46911263ce46c3690c24/ukets12a-completing-the-second-stage-of-the-fa-application.pdf

OFFICIAL

Should an error in the data be found during stage 2, contact OPRED for further
instructions before submitting.

Stage 1 BDR corrections

There are a number of Stage 1 BDR’s that require to undergo corrections before stage 2
of the BDR exercise can be progressed. For those installations this affects, stage 2 will
be delayed and cannot be completed until the BDRs have been corrected and in some
cases re-verified. OPRED will make a direct communication with those affected
operators to confirm, and you will not see a converted stage 2 BDR file until a correction
has been submitted. A converted file will be uploaded post submission of the corrected
data.

BDR correction steps in METS

The Stage 1 BDR workflow on METS, which was completed in 2025, will be returned to
you to correct and will appear in your workbasket task list as ‘Amend 2025 baseline
data report’ task.

Please make the corrections to the latest BDR from Stage 1, by downloading this from
METS. When making changes, ensure to add comments on the changes in sheetJ or
upload a supporting document to explain the changes and why. This can be found by
navigating to ‘reports’, ‘2025 baseline data report’, then in the timeline ‘Baseline report
reviewed by...” then ‘Outcome of regulator review’.

Note that the corrected data must be submitted as well as the converted BDR
application before the compliance deadline of 30 June 2026. Therefore, please ensure

adequate time is given to complete these tasks.

An indicative timeline of events is outlined below.

Month
April | May | June | July | August | September

Action / task

Review stage 2 BDR for COVID
decision and CBAM status and submit
to OPRED"see UKETS 12A guidance
OPRED review and calculate pre-
liminary free allocation

OPRED submission to the UKETS
Authority for approval (by 30/09/2026)
Stage 1 corrections and
resubmission™ followed by stage 2
conversion and submission (as above)
*No verification is required
**Re-verification may be required

BDR template issues

Note during stage 1, the BDR template was updated resulting in two different template
versions being used by Operators (see authority communication). This has led to issues
when converting the stage 1 BDRs to stage 2. For those BDRs that were submitted using

OFFICIAL



OFFICIAL

the older template, the issues will be corrected during the conversion to stage 2 to align
with the most up to date template.

Production and consumption of heat.

OPRED has noted several instances of heat production being claimed for a free
allocation of allowances which is incorrect, any allowances for heat must be for the
consumption of heat that is entitled to a free allowance. Not all heat consumption
receives a free allocation. Operators need to ensure that where heat is being claimed
that complies with the rules (as referred to below) and if found not to be correct to
engage OPRED for further discussions. OPRED will continue to challenge this, as part of
normal activity level change reports reviews, inspections and enforcement etc. The
monitoring methodology plan within your permit should clearly state what the
consumers are as well for transparency. Note that pre-heating a fuel is not in scope of
receiving a free allowance.

Some key guidance extracts from UKETS11 Determining allocation at the installation
level.
Table 1: For heat benchmark sub-installations:
Heat should meet all six conditions below to be covered by a heat benchmark sub-
installation (Article 2(3) of the FAR):
1. the heatis measurable (as transported through identifiable pipelines or ducts
using a transfer medium, a heat meter is or could be installed) (Article 2(7) and
(8) of the FAR).
2. the heatis used for a purpose (production of products, mechanical energy,

heating, cooling).
the heatis not used to produce electricity.
4. the heatis not produced within the boundaries of a nitric acid product
benchmark (Article 16(5) of the FAR).
the heat is not consumed within the system boundaries of a product benchmark.
6. the heatis:

e consumed within the UK ETS installation’s boundaries and produced by a

UK ETS installation OR
e produced within the UK ETS installation’s boundaries and consumed by a
non-ETS installation or other entity for a purpose other than:
o electricity production, or
o district heating.

w

o

Section 3.2 Establishing heat benchmark sub-installations

Consumption of heat Eligibility for free allocation is determined by the purpose for
which the heat is used, with eligible heat being used for any of the purposes listed in
Article 2(3) of the FAR: production of products, production of mechanical energy other
than that used to produce electricity, and (space) heating or cooling.
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Ineligible heat’
Heat is ineligible for free allocation in the following cases:
e export or consumption of heat produced in the nitric acid production process, as
this heat is already accounted for under the nitric acid benchmark
e consumption of heat produced by a non-ETS installation
e consumption of heat used for electricity generation
e heatusedto pre-heat fuels
e heatused for wastewater treatment
e steam used to obtain smokeless flaring.

If you have any questions please contact OPRED@energysecurity.gov.uk.

T As per Annex VIl to the FAR, heat consuming processes necessary for operating the heat production and
distribution, such as deaerators, make-up water preparation, and regular blow offs, shall be accounted
for in the efficiency of the heat system and can therefore not be considered heat consuming processes
eligible for allocation.
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