
UK ETS  
COMPLIANCE

The UK ETS replaced the UK’s  
participation in the EU ETS from  
1 January 2021. 
The UK was a founding member of the EU ETS and influential in the design of the scheme. Consequently,  

the four governments of the UK made no dramatic changes to criteria and reporting when establishing the UK ETS.

The new scheme was established to make the UK’s carbon pricing policy more ambitious. As well as helping UK  

businesses stay competitive in a progressively green market. We provide an all-encompassing UK ETS service.  

From the initial meeting right through to improvement reporting, we will support you through your  

entire compliance journey.

How does it work?

The scheme is still based on a cap and trade system, the ‘cap’ or limit reducing in line with the UK’s 2050 net zero  

commitment. This cap is converted into tradable emission allowances and provides an incentive for installations  

to reduce their carbon emissions by giving them, the opportunity to sell their surplus allowances.

Participants in the market are allocated tradable emissions allowances via a mixture of free allocation and auctions.  

For each one allowance, the holder has the right to emit one tonne of CO2 (or its greenhouse gas equivalent).

Those covered by the UK ETS must monitor and report their emissions each year and surrender enough allowances  

to cover their annual emissions. Those who are likely to emit more than their allocation can either take measures to  

reduce their emissions or buy additional allowances.
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Who does the UK ETS apply to?

Inclusion in the scheme remains consistent, covering facilities with installed combustion equipment above  

the 20MWth threshold. All installations that participated in the EU ETS and completed the Phase IV EU ETS 

benchmarking exercise during 2019 are expected to continue reporting as part of the UK ETS.

A portion of allowances will be issued for free, following the approach of the EU ETS. The Allocation Table  

for scheme years 2021-2025 shows there will be approximately 40 million allowances allocated for free to  

stationary installations in 2021. These will be issued on 28 February 2022 and then on this date for each  

subsequent reporting period.

The UK ETS is an open compliance requirement and organisations are required to ‘self-qualify’ where  

applicable. If you carry out an activity covered by the UK ETS, you will need a greenhouse gas emissions  

permit. This also includes small emitters and hospital permits.

 
The scheme currently has two phases:

 
 
 
 
 

Phase 1: 2021 to 2025 

Gap analysis and understanding of your energy and carbon reduction objectives

 ` Initial cap is 5% lower than the UK share under phase IV of the EU ETS

 ` The auction reserve price is £22 per tonne

 ` Enforcement from 2021 is £100 per tonne for exceeding allowances

Phase 2: 2026 to 2030 

The regulators for each of the UK nations, controlled waters, territorial sea and the UK sector of the  

continental shelf are listed in article 10 of The Greenhouse Gas Emissions Trading Scheme Order 2020.  

Failure to comply with your permit and obligations under this Order may lead to significant civil penalties.
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How EIC can help

EIC provide an all-encompassing UK ETS service. From initial meeting right through to improvement reporting,  

we will support you through your entire compliance journey. The UK ETS Compliance Management Service from  

EIC provides you with:

 ` A dedicated Carbon Consultant, who will guide you through the process.

 ` Advice on the compilation of a clear, accurate and complete audit trail.

 ` Legislation compliance.

 ` Advice on whether or not you would need to buy allowances.

 ` Formal Internal Audit and Report.

 ` Advice on further actions required.

EIC has a team of dedicated Carbon Consultants and Data Analysts who are able to offer you this service  

at the highest level. Our expert team:

 ` Will completely take care of this for you, giving you the time to concentrate on running your business.

 `  Provides you with essential guidance and support to make life simpler for you.  
Interprets the legislation for you to avoid confusion.

 ` Informs you of any legislative changes that may affect your organisation.

 ` �Helps�you�to�become�more�energy�efficient�which�can�reduce�your�consumption,� 
lower your carbon emissions, and save you money.

 ` Provides you with peace of mind and reassurance that your compliance is in safe hands.
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