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The much-awai ted UK Government ’s  Autumn Sta tement  2022 brought  wi th  i t  the rumoured energy

tax changes.  The key takeaways for  energy companies  are:

1. The Energy Profits Levy, which was introduced in May 2022 for oil and gas extrac�on, has been modified. The rate and
dura�on will increase from the start of 2023 from 25% to 35%, and the levy will remain in place un�l the end of March 2028.

2. The Electricity Generator Levy will be introduced from January 2023 as a 45% levy on “extraordinary profits” (being profits
over £75/MWh) for specified electricity generators:
1. This is intended to be a temporary measure un�l the Review of Electricity Market Arrangements (REMA) is finished and

relevant reforms made; it is forecast to raise c. £14.2bn over the period to 2028;

2. It will apply to corporate groups and standalone companies that:
1. are grid connected – i.e. it does not apply to private wire/ behind the meter genera�on;

2. generate electricity from nuclear, renewable and biomass sources; and

3. generate more than 100GWh per annum from in scope genera�on assets.

3. It will not apply to electricity generated under a CfD with the LCCC;

4. Earnings below £75/MWh will not be subject to the levy, and each group will have an addi�onal allowance of £10m per
annum; and

5. The Calcula�on will be made as follows: Total in scope genera�on receipts – (Actual genera�on in MWh x £75) – £10m.

Where companies within a corporate group do not make more than £75/MWh, they should not be liable to pay the levy. For

companies which solely develop renewable assets under long term PPAs, we expect the Electricity Genera�on Levy will not

apply, par�cularly given the £10m/annum allowance which should absorb any spikes in price. Companies within larger corporate

groups with more diversified assets, which also include oil and gas produc�on, and gas fired plants are less likely to benefit from

that allowance, and may be more likely to be liable to pay the levy. This is par�cularly true for corporate groups that also include

trading desks, where those trading desks trade generated power directly into the wholesale market rather than through bilateral

long term PPAs with fixed or capped prices.
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If you think you might be affected by these changes, contact Global Energy Sector Head and Partner Henry Stewart or Senior

Associate Marianne Anton in the first instance.
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DISCLAIMER

Watson Farley & Williams is a sector specialist interna�onal law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide prac�cal, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated en��es. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualifica�on in WFW
Affiliated En��es. A list of members of Watson Farley & Williams LLP and their professional qualifica�ons is open to inspec�on on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number OC312252. It is authorised and regulated by
the Solicitors Regula�on Authority and its members are solicitors or registered foreign lawyers.

The informa�on provided in this publica�on (the “Informa�on”) is for general and illustra�ve purposes only and it is not intended to provide advice whether that
advice is financial, legal, accoun�ng, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Informa�on provided is accurate at the �me of publica�on, no representa�on or warranty, express or implied, is made as to the accuracy, �meliness,
completeness, validity or currency of the Informa�on and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permi�ed by law, WFW shall not be liable for indirect or consequen�al loss or damage, including without limita�on any loss or damage
whatsoever arising from any use of this publica�on or the Informa�on.

This publica�on cons�tutes a�orney adver�sing.
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