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From: xxx xxxxx 
Decarbonisation and Energy 

xxxxx xxxxxx 

Cleared by: Christine Wheeler, Deputy 
Director Decarbonisation and 

Energy Division 

 

Date: 21 August 2020 

  

 

MINISTERIAL ADVICE 

For decision by: Minister for Environment, Energy and Rural Affairs 

Copied to: Minister for Finance and Trefnydd 
  Minister for Housing and Local Government 

 

Subject Non-domestic (business) rates support for hydropower: 2021-
22 

100 word 
summary 

The Minister is being asked to consider the support Welsh 
Government provides to the hydropower sector towards 
payment of their non-domestic rates liability, in 2021-22. 

Timing Routine 

Recommendation The Minister is asked to agree:  

 To continue the hydropower grant scheme for 2021-22, 
focusing support on community owned projects. 
 

 To provisionally allocate funding of up to £50,000 for the 
grant scheme for 2021-22, from the Decarbonisation and 
Energy BEL 3770. 

Decision report This decision does require a Decision Report, which may be 
published at any point. 
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ADVICE 
 

Background 

1. The current non-domestic rating list came into force on 1 April 2017 and was due 
to apply until 31 March 2021. This rating list meant many Welsh hydropower 
projects experienced a large increase in their rates liability. 
 

2. The majority of hydropower projects receive their revenue from the Feed-In Tariff 
(FIT). The FIT is a payment per unit of electricity generated and is guaranteed for 
20 years. The FIT is a fixed rate, linked to inflation, so if running costs and 
liabilities increase, project owners are unable to increase their revenue. Evidence 
received from the BHA indicates just 20% of hydropower projects achieve 
investors’ target rate of return following the 2017 revaluation. 
 

3. The Welsh Government introduced a grant scheme in 2018 to assist hydropower 
projects with their non-domestic rates (NDR) bills. The grant scheme is jointly 
supported by the EERA, Finance and Local Government portfolios.  
 

4. The grant scheme supports almost 60 hydropower projects, 8 of which are 
community owned. It provides 100% rates relief to community owned projects and 
limits the increase which would have been paid by non-community owned 
projects.  

 
5. The total cost of the grant scheme for 2017-18, 2018-19 and 2019-20 was 

£646,000. It is estimated to cost up to £435,000 during 2020-21, meaning by the 
end of this financial year Welsh Government will have provided more than £1m of 
non-domestic rates support to the sector over a four year period.  
 

6. In approving the extension of the grant scheme for 2020-21 Ministers agreed to 
officials exploring options for longer term support to the hydropower industry (MA-
LG-5604-19), taking into consideration the effects of the planned 2021 non-
domestic rates revaluation.   

 
7. The planned 2021 NDR revaluation was seen as a natural end point for the grant 

scheme, and an opportunity to provide permanent support through rates relief or 
other mechanisms from 2021-22, if the evidence indicated continued support was 
necessary. 

 
8. The UK Government has recently announced that the next NDR revaluation in 

England will now take place in 2023. It has not been decided when the next NDR 
revaluation for Wales will take place. However, it will not be possible to deliver a 
revaluation in 2021 just for Wales. 

 
9. The British Hydropower Association (BHA) are aware of our stated commitment to 

explore options for a longer term solution, and we have previously indicated to 
them they will be involved in the process. The BHA have recently contacted 
officials for an update. 

 
Valuation methodology 

10. The key recommendation from research commissioned by Welsh Government to 
improve our understanding of the valuation process and inform our future support 
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to the sector was for Welsh Government to consider changing the valuation 
methodology for hydropower projects in Wales. The Valuation Office Agency, 
VOA, is responsible for valuing properties for non-domestic rating and council tax 
purposes in England and Wales. It is independent of both Welsh and UK 
Government. 

 

11. The VOA is satisfied the valuation methodology for hydropower is consistent and 
fair with the valuation methodology used across the tax base, despite 
representations from industry, the BHA and officials. The recommendation cannot 
therefore be progressed.  

 
Update and Analysis 

12. In response to Covid-19, Welsh Government has provided additional rates relief 
to retail, leisure and hospitality businesses for 2020-21, and grants to many other 
small and medium sized businesses. The impacts of these additional reliefs will 
have a significant impact on the tax base for 2020-21. 

 
13. Officials from Energy and NDR policy have explored options for longer term 

support for the hydropower industry. Given the current pandemic, it is difficult to 
justify pursuing this commitment when many businesses across all sectors are 
facing uncertainty and financial hardship. Prioritising one sector over another by 
introducing a new permanent sector-specific relief scheme would set a precedent 
and further reduce the tax base.  

 
14. There are 364 hydropower projects in Wales, generating around 1% of overall 

electricity generation in Wales. Only 125 of the 364 are listed on the rates roll. 
However, the majority of hydropower generation is from large, long established 
commercial projects, which are not typical of the type and size of project being 
supported by the grant scheme. In 2019-20 the grant scheme supported 58 of the 
125 projects (46%). 

 
Support across the UK 

15. Scottish Government supports hydropower projects via their Renewable Energy 
Generation Relief scheme. Hydropower projects with a rateable value below £5m 
receive 60% rates relief. We understand there is no specific support available to 
hydropower projects in England. We have no information on the impact of the 
NDR liability on projects in England. 

 

16. Both England and Scotland provide non-sector specific support to small 
businesses, similar to Wales’ Small Business Rates Relief (SBRR) scheme, with 
up to 100% relief available. Hydropower projects are eligible for this relief. 
However, SBRR does not capture the hydropower projects which the grant 
scheme supports. The grant scheme supports hydropower projects which receive 
partial SBRR or are above the threshold for SBRR.  

 
Options and Recommendations 

17. The impact of Covid has put unprecedented pressure on budgets and difficult 
decisions need to be made on where to prioritise future support. There was 
already significant pressure on the energy budget before Covid. It is an opportune 
time to review our support to the hydropower sector.  
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18. Our support to the renewable industry is focused on developing a supportive 
policy framework and on supporting the feasibility, development and construction 
stages of projects led by communities and the public sector. The hydropower 
grant scheme does not bring forward new hydropower projects - it supports 
existing projects with a specific business cost. We do not provide support to 
existing projects in other renewable technology sectors. 
 

19. Officials have considered four options: 
 

20. Option1: continue the grant scheme into 2021-22, at an estimated cost of up to 
£435,000. To continue the grant scheme in its current form would require 
committing a significant proportion of the clean energy budget, equivalent to 
around 28%. A compelling case would need to be put to the Minister for Housing 
and Local Government for a funding contribution. NOT RECOMMENDED 

 

21. Option 2: continue the grant scheme into 2021-22, supporting only community 
owned hydropower projects, at an estimated cost of up to £50,000. Ministers have 
been supporting community energy projects since 2010. Most of the community 
owned projects supported by the grant scheme have also received support during 
their development and construction phases from our Welsh Government Energy 
Service and predecessor schemes. Removing NDR support from community 
hydropower projects would be inconsistent with the support we provide to the 
community energy sector. This option would mean ending the NDR support we 
have provided to non-community owned projects over the last four years. 
RECOMMENDED 

 

22. Option 3: apply the valuation methodology for hydropower consistently to all 
projects on the rates roll. The grant scheme has focused on supporting 
community owned projects and those non-community owned projects which 
experienced a large increase in their rates bill, as a result of the 2017 revaluation. 
There are hydropower projects which experienced little change to their rates bill 
and therefore have not been supported by the grant scheme. 

 
A potentially fairer approach to supporting the sector is to provide grant support to 
all projects, but at a lower rate. This could be done by funding a percentage of 
each project’s rates bill. The estimated cost of a 20% intervention rate for all 
projects with a rateable value of below £50,000, is £154,000. This figure includes 
maintaining 100% relief for community projects. With the next revaluation 
delayed until 2023, the sector is likely to expect this support to continue for 2022-
23 also. This approach would increase the staff resource needed to administer 
the grant scheme as it involves processing around 33% more applications. It 
would be likely to result in a similar levels of challenge from the industry as Option 
4. NOT RECOMMENDED 
 

23. Option 4: do not continue the grant scheme for hydropower rate relief into 2021-
22. It is difficult to assess the economic impact on these businesses of removing 
grant support. The majority of projects commissioned since 2010 will have been 
investment opportunities, built in response to the feed-in tariff scheme; 
hydropower is unlikely to be the owners’ primary business interest. The BHA 
considers most hydropower businesses are unsustainable without support 
towards their NDR bills, although they have not provided us with robust evidence 
of this. Ending the grant scheme has the lowest direct cost to the Welsh 
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Government but could be seen as sending a message to the renewables sector 
which is inconsistent with broader Welsh Government policy on climate change. 
NOT RECOMMENDED 

 

Option Estimated Cost Projects Supported 

Option 1 £435,000 all 

Option 2 £50,000 Community only 

Option 3 £154,000 all – reduced level 

Option 4 zero none 

 
Recommendation 
 
24. Option 2: continue the grant scheme into 2021-22, supporting only community 

owned hydropower projects, at an estimated cost of up to £50,000. Scaling back 
our support to the sector could enable more resource to be directed to initiatives 
which bring forward new renewable generation projects, for example energy 
planning, the Energy Service and Smart Living programmes, helping us to 
achieve our climate change and energy targets. 
 

25. This option will place the funding burden of approximately £385,000 on the 
privately owned projects. We estimate the impact on individual projects to be as 
follows:  

 

Increase in rates liability 

if grant scheme stops (£) 

Number of schemes 

0-1000 4 

1001-5000 11 

5001-10000 26 

10000+ 9 

 
Communications 
 
26. The BHA has been very active with regard to non-domestic rates. Over the last 

few years the BHA has submitted many pieces of correspondence to multiple 
ministers. Members of the Senedd have also corresponded on behalf of the BHA. 
NDR for hydropower has been the topic of many OAQs. Much of this political 
support has been focused on the community sector. 
 

27. We expect the BHA to remain active on the need for Welsh Government to 
support the sector with NDR bills. Officials are in regular contact with the sector 
and will inform them of your decision. We expect challenge to any decision to 
reduce the level of support.  

 

28. 73% of the hydropower projects which stand to lose the grant support are located 
in Gwynedd, Conwy and Denbighshire (64% in Gwynedd). We would expect 
political challenge to mainly come from the elected representatives of North West 
Wales. Evidence from the grant scheme application forms indicates nearly 40% of 
the affected projects are owned by individuals and/or organisations based outside 
of Wales. 
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29. Officials will prepare briefing for responding to correspondence and media 
queries/comments. The briefing will emphasise the support we provide to bring 
forward new generation and the support we are developing to enable an effective 
transition to a low carbon energy system (Regional Energy Strategies and Local 
Area Energy Planning). 

  
Financial Implications  

30. We have a revenue budget for one year (2020-21), future revenue funding in 
2021-2022 will need to be considered within the context of the Comprehensive 
Spending Review later this year and prioritised within the Environment, Energy 
and Rural Affairs MEG once indicative allocations are available. However, should 
a similar BEL 3770 Decarbonisation and Energy budget be available for 2021-22 
as 2020-21, there would be sufficient funding available to meet up to £50,000 cost 
if option 2 (focusing support on community owned projects), is agreed.  
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Annex 1: ASSURANCE AND COPY RECIPIENTS 

CLEARANCE TRACKING 
 
 

Aspect  Tracking Yes No N/A 
Clearance 

no. 

Finance 

Financial implications over £50,000? ☐ ☒ ☐  

Cleared by Group Finance? ☒ ☐ ☐ EERA/082/20  

Cleared by Strategic Budgeting? ☐ ☐ ☒  

Cleared by Local Government Finance? ☐ ☐ ☒  

Legal 
Legal issues? ☐ ☐ ☒  

Cleared by relevant lawyers? ☐ ☐ ☒  

Governance 

Novel and contentious issues? ☐ ☒ ☐  

Cleared by Corporate Governance 
Centre of Excellence? 

☐ ☐ ☒  

 

DEPUTY DIRECTOR, STATEMENT OF ASSURANCE 
 
In clearing this MA, I confirm that I, Christine Wheeler, Deputy Director of Decarbonisation 
and Energy Division, have quality assured this advice, ensuring it is provided on the basis 
of evidence, accurately presents the options and facts and I am accountable for the 
recommendations made 
 
I am satisfied that the recommended decision or action, if agreed, would be lawful, 
affordable and comply with all relevant statutory obligations. Welsh Government policy 
priorities and cross portfolio implications have been fully considered in line with delivery of 
the government objectives.   
 
I have fully considered the statement of assurance contained in the MA guidance to 
ensure all relevant considerations have been taken into account and that the actions and 
decisions take account of regularity, propriety and value for money. 

 
COPY LIST 
 
All mandatory copy recipients (as indicated in the guidance). Additional copy 
recipients specifically interested in this advice: 
 

 PS Minister for Finance and Trefnydd 

 PS Minister for Housing and Local Government 

 John Howells  

 Christine Wheeler 

 Jennifer Pride 

 xxxxxxxxx xxxxxx 

 xxxxx xxxxx 

 xxx xxxxxx 

 xxxxx xxxxxx 
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 xxxx xxxxx 

 xxx xxxxxxx 

 xxxxxx xxxxx 

 xxxx xxxx 

 Energy Policy Mailbox 

 Dan Butler 

 ERA Finance 

 xxxxxx xxxx 

 xxxx xxxxx 
 


