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Eurelectric represents the interests of the electricity industry in Europe. Our work covers all major issues affecting our sector. Our
members represent the electricity industry in over 30 European countries.

We cover the entire industry from electricity generation and markets to distribution networks and customer issues. We also have
affiliates active on several other continents and business associates from a wide variety of sectors with a direct interest in the electricity
industry.

We stand for

The vision of the European power sector is to enable and sustain:
A vibrant competitive European economy, reliably powere clean, carbon-neutral energy
A smart, energy efficient and truly sustainable society for all citizens of Europe

We are committed to lead a cost-effective energy transition by:

investing in clean power generation and transition-enabling solutions, to reduce emissions and actively pursue efforts to become
carbon-neutral well before mid-century, taking into account different starting points and commercial availability of key transition
technologies;

transforming the energy system to make it more responsive, resilient and efficient. This includes increased use of renewable energy,
digitalisation, demand side response and reinforcement of grids so they can function as platforms and enablers for customers, cities and
communities;

accelerating the energy transition in other economic sectors by offering competitive electricity as a transformation tool for transport,
heating and industry;

embedding sustainability in all parts of our value chain and take measures to support the transformation of existing assets towards a
zero carbon society;

innovating to discover the cutting-edge business models and develop the breakthrough technologies that are indispensable to allow
our industry to lead this transition.
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1
Introduction

The European Green Deal adopted by the Commission on 11 December 2019 is a new growth strategy
that aims to transform the EU into a fair and prosperous society, with a modern, resource-efficient and
competitive economy where there are no net emissions of greenhouse gases in 2050 and where economic
growth is decoupled from resource use. It also aims to protect, conserve and enhance the EU’s natural
capital, and protect the health and well-being of citizens from environment-related risks and impacts.

To deliver the European Green Deal, there is a need to rethink policies for clean energy supply across the
economy, industry, production and consumption, large-scale infrastructure, transport, food and agriculture,
construction, taxation and social benefits. Well-designed taxes play a direct role by sending the right price
signals and providing the right incentives for sustainable practices of producers, users and consumers. The
revision of the Energy Taxation Directive is an integral part of the European Green Deal and should be
focused on environmental issues.

The European Green Deal includes the objective of increasing the EU’s climate ambition to reduce
greenhouse gases emissions by at least 50% and towards 55% by 2030. The revision of the Energy
Taxation Directive forms part of a group of policy reforms to deliver on this increased ambition and achieve
climate neutrality by 2050: review of the Emissions Trading System Directive, Effort Sharing Regulation,
Land use, land use change and forestry Regulation, Energy Efficiency Directive, Renewable Energy
Directive and CO2 emissions performance standards for cars and vans as well as a proposal for a Carbon
Border Adjustment Mechanism. The Energy Taxation Directive and the Emissions Trading System are
complementary instruments and consistency should be ensured in their parallel reviews.

The COVID-19 pandemic is seriously disrupting the European economy. The European Green Deal and
the EU tax policies will play a crucial role in the recovery. Tax policy mainly serves to raise the necessary
funds for the desired level of public expenditure, to redistribute income, to influence the allocation of
resources and to address externalities.

The Energy Taxation Directive 2003/96 lays down the EU rules for the taxation of energy products used as
motor fuel or heating fuel and of electricity. However, since its adoption in 2003, energy markets and
technologies in the EU have experienced significant developments, and the EU’s international
commitments, including the Paris Agreement, as well as the EU’s regulatory framework in the area of
energy and climate change, have evolved considerably since then. This is confirmed in the evaluation that
the Commission services published in September 2019 and recognised by the Council Conclusions
adopted by the EU Finance Ministers at the ECOFIN meeting of 5 December 2019.

The main findings of the Commission’s evaluation are:

The wide range of exemptions and reductions de facto, favours the consumption of fossil fuel.

The Directive does not adequately promote greenhouse gas emission reductions, energy efficiency,
or alternative fuels (hydrogen, synthetic fuels, e-fuels, advanced biofuels, electricity, etc.). The ETD
does not provide sufficient incentives for investments in clean technologies.
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® The ETD does not achieve anymore its primary objective in relation to the proper functioning of the
internal market.

Restructuring energy taxation and reducing fossil fuels subsidies contributes to the climate neutrality and
sustainability of the EU economy. At the same time, while shifting part of the tax burden away from labour
taxation and social contributions it would be a step towards more growth oriented tax systems. A budget-
neutral shift from taxing labour to environmental taxation, while having a positive effect on GDP and
employment, allows for diversion away from polluting consumption and thus contributes to greening growth.
Such an environmental tax reform therefore can be a win-win option to address both environmental and
employment issues such as those that Europe is facing now.

In order to support the revision of the Energy Taxation Directive, the European Commission is seeking
citizens and stakeholder views and feedback, including this open public consultation.

4 General context for the revision of Energy Taxation Directive and main
challenge

The European Union is at the forefront of the fight against climate change and biodiversity loss and has set
ambitious climate and environmental targets, including energy targets. The European Green Deal adopted
by the Commission on 11 December 2019 sets out the policies to achieve climate neutrality by 2050.
Delivering on the Green Deal will require action by all actors and all sectors of our economy.

More than 75% of the EU’s greenhouse gas emissions are caused by the use of energy products and
electricity. Consequently, energy is a key element of the fight against climate change and energy taxation
could be an efficient instrument for that purpose by providing incentives for low carbon fuels and energy
efficiency.

While it varies between Member States, energy taxes represent a significant part of state revenue, about 3
to 5% of the states’ budget.

To what extent are you familiar with the following climate and energy related
initiatives

a) Very b) Moderately c) Slightly d) Not
familiar familiar familiar familiar

1) The EU Energy Tax Directive (ETD) and X

its planned revision

2) The EU Emissions Trading System (ETS) X

3) The EU Energy Union X

4) The EU policies on energy efficiency X

5) The revised Renewable Energy Directive X

(RED II)

To what extent are you familiar with the following initiatives?



a) Very b) Moderately c) Slightly
familiar familiar familiar
1) The European Green Deal X
2) The EU Climate Policy X
3) The Paris Agreement on X
climate change
To what extent do you agree with the following objectives?
a) b) c) d)
Strongly Somewhat Somewhat Strongly
agree agree disagree disagree
1) EU’s plans to increase climate X
ambition for 2030
2) EU’s economy and society X
becoming climate-neutral by 2050
3) EU’s Green Deal zero-pollution X

ambition for a toxic-free environment

d) Not
familiar

e)
Do
not
know

To what extent do you agree with the following statements about the EU Energy

Taxation Directive (ETD)?

a) b)
Strongly Somewhat
agree agree

1) The ETD should be revised in order
to support the transition towards
climate neutrality

2) The ETD has to be revised in order
to better tackle environmental X
concerns, like air pollution

3) The ETD has to be revised in order
to better ensure the smooth functioning X
of the internal market

4) The ETD has to be revised in order
to take into account the changed
energy mix with higher share of
renewables and electricity

5) The ETD should better promote
energy saving/efficiency

c)
Somewhat
disagree

d)
Strongly
disagree

e)
Do
not
know



6) The ETD de facto favours fossil
fuels consumption

7) The ETD is applied in a too
diversified way across the Member
States

To what extent do you agree with the following statements?

1) The recent sanitary and economic
crisis increases the need to comply
with the objectives of EU’s Green Deal

2) Fiscal reforms consisting in shifting
taxation from labour to environment

can contribute to the economic recovery

a)
Strongly
agree

b)
Somewhat
agree

c)
Somewhat
disagree

d)
Strongly
disagree

Do
not
know

Which of the following priorities are important for the EU Energy Taxation Directive

(ETD)?

1) The ETD should ensure adequate
amounts of tax revenues

2) The ETD should not tax the energy
use in sectors or companies which are
at risk of carbon leakage

3) The ETD revision should reduce the
possibility of favouring fossil fuels via
tax reductions, exemptions and rebates

4) The tax system should ensure
compensations for low income
households when implementing energy
taxation

5) The ETD revision should take into
account energy content in the definition
of rates

6) The ETD revision should take into
account greenhouse gas emissions in
the definition of rates

a)
Strongly
agree

b)
Somewhat
agree

c)
Somewhat
disagree

d)
Strongly
disagree

Do
not
know



7) The ETD should not tax greenhouse

gas emissions if these are already X
subject to the carbon price of the EU

Emissions Trading System (EU ETS)

8) The ETD revision should introduce
incentives for alternative energy
sources (e.g. sustainable biofuels,
clean hydrogen)

9) The ETD revision should support the

objective to minimise the use of whole

trees and food and feed crops for X
energy production, whether produced

in the EU or imported

10) Other

Please specify the other important priority(ies) for the ETD
450 character(s) maximum

Together with the need to better reflect the carbon content of products, tackling environmental
concerns should be a shared objective of the European regulatory framework. Therefore, the
revision of the ETD should be handled in coherence with the EU acquis and the ongoing initiatives.
For instance, the Industrial Emission Directive is already steering the air pollution from different
sectors and its objectives should thus not be overlapped by the ETD revision to avoid inefficient
regulation.

5 Social Impact and Compensation Measures

Taxing the consumption of fossil fuels are powerful incentives towards behavioural
change. However, by affecting the costs of heating, electricity and transport, these taxes
impose a financial burden on citizens. This burden is often heavier on low-income
households than on high-income households. Therefore, the social impact of these
taxes deserves attention.

In order to tackle this unintended negative effect, accompanying measures with a view to
compensate undesirble social effects should be promoted. The reduction of other taxes
(e.g. taxes on labour) or direct compensation to lower income households could
compensate for the possible undesirable social effects of energy taxation.

Which of the following accompanying measures do you consider as
most relevant social policies?



b) C) d)

a) Ver
) Y Somewhat Somewhat Strongly

relevant ) .
relevant irrelevant irrelevant

1) The reduction of other tax e.g. taxes
on labour or social contributions

2) Direct compensation to lower income
groups via a lump sum

3) Direct compensation to all
households via lump sum

4) Social welfare programs directed at

poor households, reducing their energy X
costs for both home owners and rental

dwellings

5) Tax-free base/threshold for heating

and electricity taxes for basis energy

consumption. For instance, the first

1000 kWh and 100 GigaJoule for X

heating per year are not subject to L8
energy taxation.

6) The possibility for lower taxation for
local public transport should be kept

7) No accompanying social measures
are needed

8) Other

Please specify the other accompanying measure(s) you consider as
most relevant social policies

450 character(s) maximum

See side position paper attached.

6 Standard Rules for Taxation of Energy Products and

Electricity

a. Minimum Tax Rates

Minimum tax rates are the minimum thresholds for the taxation of energy products or



electricity. They are defined in the Energy Taxation Directive (ETD) and are applicable in
all Member States. They were set in 2003 and have never been updated since. The
minimum tax rates may be different for different energy products or electricity; they may
also be different for different uses.

For instance, the current minimum tax rate is 33 and 2.1 euro cents per litre of gasoil
used as motor fuel and for heating respectively and 0.1 euro cents per kilowatt-hour of
electricity for non-business use. They are far from the rates actually applied by Member
States.

According to the Commission evaluation, at present, the contribution of the minimum
levels of taxation as set by the ETD to the smooth functioning of the single market is
limited. The converging effects of rates on petrol and gas oil used as transport fuels were
stronger at the time when the directive was agreed.

However, the ETD’s impact of approximating rates has been diminishing ever since.
Moreover, being based on volumes of consumption, the rates do not take into account
the energy content and the externalities involved in the use of different products, in
particular environmental externalities. For example, in transport, the favourable minimum
taxation for gas oil used as propellant compared to petrol has contributed to excessive
dieselization of the European vehicle fleet resulting in negative consequences on air
quality. The ETD minimum rates on electricity and natural gas account for such an
insignificant share of their respective final prices that they can have no positive impact on
the internal market or consumer behaviour.

Which options do you consider as relevant for minimum tax rates. Multiple options are
possible

i. The minimum tax rate of an energy product should
be based on its energy content rather than on its
volume or mass

ii. The minimum tax rate of an energy product
should be based on the amount of
greenhouse gases emitted per Joule

iii. The minimum tax rate of an energy product should
be based on the cost on all their externalities such
as greenhouse gases emissions, air polluting
emissions and noise linked to their consumption

iv. The minimum tax rates of energy products
and electricity should be indexed yearly based
on the average inflation of the EU

v. | do not know /| have no opinion



b. Nominal Tax Rates

Nominal tax rates are the actual tax rates, when no exception applies. The nominal tax
rates vary a lot between Member States. They are different for different uses and for
different energy products or electricity. For instance, in January 2020, the current nominal
tax rate in the EU varies between 33 and 61.7 and 2.1 and 50.4 euro cents per litre of
gasoil used as motor fuel and for heating respectively and 0.1 and 12.5 euro cents per
kilowatt-hour of electricity.

Overall, the highly divergent national implementation of the ETD rates has resulted in the
fragmentation of the internal market. The nominal rates should also take into account
externalities in uvolved in the use of different products, in particular environmental
externalities.

Which option do you consider as most relevant for nominal tax rates.

i. If a tax structure is introduced for minimum tax
rates (e.g. tax structure based on energy content
and/or on greenhouse gases emissions), then
national nominal tax rates should follow the
same structure

il. No constraint or restriction should apply to any
national nominal tax rate beyond respecting the
minimum rate threshold

iii. 1do not know /| have no opinion

7 Exceptions specific to some sectors of activity

a. Agriculture, Fishery and Forestry

The current EU legislation allows each individual Member State to set differentiated tax
rates on energy products and electricity when used in the primary sector (agriculture,
fishery and forestry). These tax rates may be lower than the minimum and even be set to
zero. This option is used by some Member States as a form of income support for primary
producers.

Agriculture is responsible for 12% of EU greenhouse gas emissions, mostly due to
methane from livestock and nitrogen oxide from fertilisers. Some of these greenhouse
gas emissions come nevertheless from energy use (around 2%), as the primary sector
represents roughly 3% of the EU’s energy final consumption at the EU level, with a range
from 0.5% to 8.5% across Member States.



Please select the proposal in the list below that is most relevant to
you for Agricultur e and Forestry.

i. No energy tax treatment exception, neither
exemption nor differentiated rate, should be
granted for any activity in agriculture and forestry

ii. Energy tax treatment exceptions for agriculture
and forestry should be granted but only for
Heating use (e.g. heated greenhouses)

iii. Energy tax treatment exceptions for agriculture
and forestry should be granted but only for Motor
fuel use

iv. Energy tax treatment exceptions for agriculture
and forestry should be granted for both Heating
and Motor fuel uses

v. Energy tax treatment exceptions for agriculture
and forestry should be kept as they are currently

< 6) I do not know / | have no opinion

Please select the proposal in the list below that is most relevant to you
for Fishery

1) No energy tax treatment exception, neither exemption
nor differentiated rate, should be granted for any activity in
fishery

2) Energy tax treatment exceptions for fishery should be
kept as they are currently

3) 1 do not know / | have no opinion

b. Transport

The current Energy Taxation Directive does not treat different transport modes, different
transport uses or different transport fuels in a consistent manner.

For example, while it sets minimum tax rates for road transport fuels, the current Directive
sets mandatory tax exemptions for air and maritime transport.

It also allows each individual Member State to set differentiated tax rates on energy
products and electricity when used in local public transport, in public transport of
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passengers (including taxis), in freight transport and in inland waterways transport but not
in private transport using electric vehicles. These tax rates can be lower than the
minimum and may even be set at zero.

The current approach fails to create a level playing field for all modes of transport and
does not provide sufficient incentives for energy efficiency and the use of clean
technologies.

7.2.1 Aviation

The current EU legislation imposes a mandatory tax exemption for aviation fuels used for
international aviation. The Directive allows EU Member States to tax kerosene used for
aviation in domestic flights. Fuel used for intra EU flights (flights between two Member
States) may be taxed provided there is a bilateral agreement between departing and
arriving countries. In practice, no such bilateral agreement currently exists and all the fuel
used in intra-EU flights is untaxed.

The mandatory tax exemption contributes to increased demand for flights and
consequently increases the negative environmental impact of aviation and does not
ensure a level playing field for all means of transport.

What is your opinion on the tax treatment of energy products and
electricity for the aviation sector? Multiple options are possible.
1) The current rules should be kept
2) There should not be a mandatory exemption for
kerosene and other aviation fuels for flights between the
EU and third countries, even if the possibility to tax them
depends on the relevant bilateral Air Service
Agreements
3) Kerosene and other aviation fuels for intra EU flights should
be taxed with the standard rules on nominal and minimum
rates for motor fuels
4) Kerosene and other aviation fuels for intra EU flights should
be taxed as a motor fuel but at a lower rate
5) Taxing kerosene and other aviation fuels for intra EU flights
would be counterproductive because of the risk of “tankering”
(i.e. planes filling in their tank in third countries where fuel is
not taxed)
6) Ticket taxes based on distance price should be
introduced for Origin- Destination passengers (excluding
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transfer passenger)

7) Ticket taxes based on distance price should be
introduced for all passengers (including transfer
passengers)

8) The air transport of goods should be taxed in some other
way, outside the scope of the Energy Taxation Directive, g.
based on the airplane’s weight

9) I do not know / | have no opinion

7.2.2 Waterborne Transport

The current Directive imposes a mandatory tax exemption for fuel used for waterborne
transport within EU waters. In addition, there is an optional tax exemption for fuel used in
inland waterways transport, which is also guaranteed in some international treaties (e.g.
the Convention of Mannheim for navigation on the Rhine).

The mandatory exemption could have a negative impact for the attainment of the EU
climate neutrality objective and does not ensure a level playing field for all means of
transport.

What is your opinion on the energy tax treatment of energy products
and electricity for maritime transport?
1) The current tax treatment of fuels used for maritime
transport in EU waters should be kept, in particular given the
risk of “tankering” (i.e. vessels filling in their tank in third
countries where fuel is not taxed)

2) Fuels used for maritime transport should be taxed as motor
fuel

3) Fuels used for maritime transport should be taxed as
motor fuel but at a lower rate
4) |1 do not know / | do not have an opinion

What is your opinion on the energy tax treatment of energy products
and electricity for the navigation on inland waterways?

1) The current tax treatment of fuels used for inland
waterways transport should be kept

2) Fuels used for inland waterways transport should be taxed as
motor fuel
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3) Fuels used for inland waterways transport should be
taxed as motor fuel but at a lower rate

4) 1 do not know / | have no opinion

Shore Side Electricity (SSE) is an option for reducing environmental

impact of ships using fossil fuels while in the port, i.e. greenhouse
gas emissions, air pollutant emissions and noise pollution. In the
current EU energy tax legislation, there are no general provisions for
differentiated tax treatment for SSE, while at the same time there is a
tax exemption for fossil fuels.

What is your opinion on the treatment of shore side electricity?

(Multiple options are possible)

1) SSE should be stimulated by regulation, for instance by
an obligation to use shore side electricity in harbours when
available

2) SSE should be stimulated by introducing the possibility
to introduce a differentiated energy tax treatment (e.g.
reduced tax rate) for shore side electricity

3) SSE should be stimulated by a mandatory zero

rate (energy tax exemption) for shore side electricity

4) Instead of giving a special tax treatment for SSE, the use of
fossil fuels on board of ship in harbours should be subject to
energy taxation

5) 1 do not know / | have no opinion

7.2.3 Road Transport

The current EU legislation allows each individual Member State to apply differentiated tax
rates for gasoil used as a propellant in road transport for commercial purposes (e.g.
carriage of goods or of passengers) provided that the EU minimum levels are observed.
This may favour road freight over more sustainable transport modes.

In general, tax rates for road fuels are relatively high compared to other transport modes
and other sectors. Tax rates also differ significantly between Member States. National
differences in taxation often result in “tank tourism” whereby transport operators take
advantage of lower tax rates in neighbouring countries.

These practices also contribute to congestion and air pollution.
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What is your opinion on the tax treatment of diesel or other motor
fuels used as a propellant for commercial purposes? Multiple options
are possible.

1) Any motor fuel used in road transport should be taxed

with the standard rules, whether used for commercial

purposes or not.

2) Gasoil used for commercial purposes should be taxed as a

motor fuel, but at a lower rate

3) I do not know / | have no opinion

In the European Commission's long term strategic vision for achieving climate neutrality
in 2050, it is projected that the share of electric vehicles should be between 50% and
80% by 2050. The ETD does not contain a specific tax treatment for electricity used as
propellant. At present, the ETD only provides minimum levels of taxation for electricity for
business and non-business heating use. These minimum rates for heating are lower than
the minimum levels of taxation applicable to motor fuels.

What is your opinion on the tax treatment of electricity used in electric
vehicles in road transport? Multiple options are possible.

1) There is no need for a specific treatment under the ETD

2) A specific lower tax rate should be introduced for this use

of electricity for electric vehicles

3) An exemption should be introduced for this use of electricity in
the ETD

4) Any specific treatment for electricity propelled vehicles
would need to be phased out over time to preserve MS
revenues from energy taxation

5) Other

6) | do not know / | have no opinion

Please specify the other tax treatment(s) you consider possible for
electricity used in electric vehicles

450 character(s) maximum

See side position paper attached.
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c. Industry

The current EU legislation has several provisions for exceptions in the tax treatment of
energy products and electricity in industry.

Energy products and electricity used in industrial processes (e.g. chemical reduction,
electrolytic, metallurgical and mineralogical processes, dual use) are out of scope of the
current EU legislation. This means that these energy products and electricity may be
taxed at whatever tax rate, or not taxed at all, by each individual Member State. Most
Member States do not tax this use.

Energy products and electricity used for combined heat and power generation (CHP) as
well as electricity produced from CHP can currently be exempted or differentiated under
the ETD. Also the energy products used to produce other energy products can be
exempted by Member States.

Moreover, the current ETD gives Member States the possibility to tax energy products
and electricity used by energy intensive companies at a lower level than other
companies, and under some conditions even below the EU minimum tax levels.

The effective energy tax rates in industry are low compared to those applied in other
sectors, especially for energy intensive companies. The low effective energy tax rate can
be explained by the fact that the greenhouse gas emissions of the industry are covered
inter alia in the EU Emissions Trading System and that the energy intensive industry is
subject to international competition with industry in third countries with lower
environmental and climate ambition than the EU.

While these provisions might be needed to allow individual Member States to introduce
energy tax rates well above the EU minima for all other uses that are less exposed to
competition on the internal market, this might provide less incentives for investments in
clean technologies (be it greenhouse gas or other air polluting emissions), nor for
energy-efficiency. In addition, not all industrial energy consumption is covered by the
EU ETS. Moreover, the EU ETS is a market-based instrument with an annually reducing
cap on emissions, thus guaranteeing emission reductions, while leaving it to the market
to determine the price, which distinguishes it from a tax that sets price signals based on
a rate.

What is your opinion on the energy tax treatment of energy products
in industry? Multiple options are possible.

i. The current energy taxation system should be kept

ii. Special tax treatment for energy products and
electricity used by industry should be restricted to
industries which are at risk of carbon leakage as
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defined in the EU ETS

iii. Energy products and electricity in the
Industry sector should not be exempted when
used for heating (including Combined Heat &
Power generation), motor fuels and industrial
processes

iv. Energy products and electricity in the Industry
sector should not be differentiated when used
for heating (including Combined Heat & Power
generation) and motor fuels

v. | do not know /| have no opinion

What is your opinion on the EU rules for the taxation of energy
products and electricity used in the Industry sector? Multiple options
are possible.

1) Energy products and electricity consumption by industry should
be taxed on the basis of the EU standard rules on nominal and
minimum rates
2) Energy products and electricity consumption by industry
should be taxed on the basis of the EU rules only for the
energy content and not for the carbon content, because the
latter is, for an important part, covered by the EU Emissions
Trading System
3) The EU rules of energy taxation can depend on the
quantitative consumption levels for electricity and energy
products used for heating purposes, for example if you
use more, you pay less per unity.

4) 1 do not know / | have no opinion

d. Production of energy products and of electricity

There are provisions in the ETD in relation to the taxation treatment of the production of
energy products and electricity. These are, for example, the optional tax exemptions or
reductions for electricity produced from renewable sources, and for energy products used
in and electricity produced from Combined Heat Power (CHP) generation. In addition to
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these optional exemptions or reductions, there is a mandatory tax exemption for energy
products and electricity used to produce electricity, unless they are taxed for

environmental purposes.

Some of these provisions could be updated, taking into account new technologies and

policies.

To what extent do you agree with the following statements taking into
account environmental and efficiency goals and the functioning of the

internal market?

1) The relevant provisions of
the Energy Taxation Directive
(ETD) are sufficiently
comprehensive also in
relation to the new
technologies (e.g. production
of hydrogen, biofuels,
synthetic fuels, e-fuels, etc.)

2) The provisions related to the tax

exemption for energy products used to
produce energy products and the uses
of energy products and electricity
considered out of scope (e.g. industrial
processes such as chemical reduction,
electrolytic, metallurgical, mineralogical
processes, dual use, etc.) are
sufficiently clear and comprehensive

3) The mandatory exemption for
energy products for electricity
production, which can be waived for
reasons of environmental policy, is
sufficiently clear and comprehensive

4) The ETD can play a significant role
in supporting production of energy from
renewable sources

a)
Strongly
agree
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b)
Somewhat
agree

c)
Somewhat
disagree

d)
Strongly
disagree

Do
not
know



5) The ETD should particularly support
self-consumption and small producers X
of electricity coming from renewables

6) The possibility of granting tax
exemptions or reductions related to
combined heat and power generation
(CHP) should be restricted

8 Lower Carbon products and applications

Low and zero-carbon fuels, such as sustainable advanced biofuels, bio-methane,
synthetic fuels and clean hydrogen will play an important role in the transition to climate
neutrality. The current Directive does not provide for any special tax treatment to low-
carbon fuels and applications as compared to fossil fuels. It also does not differentiate
between the environmental performance of biofuels. The revised Renewable Energy
Directive contains reinforced sustainability criteria for bioenergy and promotes the shift to
advanced biofuels based on residues and non-reusable and non-recyclable waste. The
EU Biodiversity Strategy for 2030 also sets an objective that the use of whole trees and
food and feed crops for energy production — whether produced in the EU or imported -
should be minimised.

In your opinion, should the Energy Taxation Directive ensure
differentiated tax treatment for low-carbon fuels and applications that
drive the EU’s green transition?

1) Yes

2) No

3) 1 do not know / | have no opinion

In the absence of a tax structure for minimum tax rates (including
energy content and/or greenhouse gases emissions), do you think
that the Energy Taxation Directive need differentiated tax treatment
for selected fuels (e.g. advanced biofuels and synthetic fuels) and
applications?

1) Yes

2) No

&7 1 do not know / | have no opinion
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As hydrogen will play an important role in achieving climate neutrality,
which particular uses should be addressed in the Energy Taxation
Directive? (Multiple options are possible)

1) When used in mobile fuel cells in transport

2) When used as a fuel in transport

3) When used as a heating fuel in the building sector

4) When used in the production processes of e-fuels

(electricity-based gaseous or liquid fuels which can be used

in internal combustion engines)

5) When transported in pipelines

6) When used in industrial production processes

7) Only if it is clean hydrogen produced from renewable

energy sources, e.g. from electrolysis with renewable

electricity, in any of the above

8) 1 do not know / | have no opinion

Liquefied Natural Gas (LNG) and Compressed Natural Gas (CNG)
currently provide lower carbon alternatives to gasoline and diesel
and coal/lignite. Yet, CNG and LNG are also fossil fuels and their
consumption produces significant amounts greenhouse gas
emissions. In your opinion, would differentiated tax treatment to
CGN and LNG be acceptable? (Multiple options are possible)

1) Yes, without any constraint or restriction

2) Yes, but with a time limit to avoid lock- in

3) Yes, but the preferential treatment should be linked to the

standard energy tax components (e.g. energy content and

greenhouse gas emissions)

4) Yes, with some conditions to avoid lock-in

5) No

6) | do not know / | have no opinion

please specify the conditions for a differentiated tax treatment of
LNG/CNG to avoid lock-in
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450 character(s) maximum

9 Additional Information

Are there other key aspects which you did not find reflected in the
guestions and you would like to comment upon?

2000 character(s) maximum

Regarding hydrogen, given the decarbonisation challenges at hand, Eurelectric
is calling the EU to maintain market based approach in the development of key
emerging technologies such as electrolytic hydrogen produced from low-carbon
and renewable electricity.

If appropriate, please upload position papers or policy briefs that
express the position or views of yourself or your organisation.
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Eurelectric represents the interests of the electricity industry in Europe. Our work covers all major issues affecting our sector. Our
members represent the electricity industry in over 30 European countries.

We cover the entire industry from electricity generation and markets to distribution networks and customer issues. We also have
affiliates active on several other continents and business associates from a wide variety of sectors with a direct interest in the electricity
industry.

We stand for

The vision of the European power sector is to enable and sustain:
- A vibrant competitive European economy, reliably powered by clean, carbon-neutral energy
- A smart, energy efficient and truly sustainable society for all citizens of Europe

We are committed to lead a cost-effective energy transition by:

investing in clean power generation and transition-enabling solutions, to reduce emissions and actively pursue efforts to become
carbon-neutral well before mid-century, taking into account different starting points and commercial availability of key transition
technologies;

transforming the energy system to make it more responsive, resilient and efficient. This includes increased use of renewable energy,
digitalisation, demand side response and reinforcement of grids so they can function as platforms and enablers for customers, cities and
communities;

accelerating the energy transition in other economic sectors by offering competitive electricity as a transformation tool for transport,
heating and industry;

embedding sustainability in all parts of our value chain and take measures to support the transformation of existing assets towards a
zero carbon society;

innovating to discover the cutting-edge business models and develop the breakthrough technologies that are indispensable to allow
our industry to lead this transition.

Contact:
Gabriel de COUESSIN, Advisor - Retail & Wholesale markets -
gdecouessin@eurelectric.org

Customers & Retail Services Committee
All Eurelectric Working Groups
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Eurelectric welcomes the objective of the European Commission to review the Energy
Taxation Directive (ETD) as part of the new Green Deal.

EU rules on energy taxation are not delivering anymore the same positive contribution as
when they first came into force in 2003, and are no longer suited to address the historic
challenge of climate change and the related transitions. In particular, as underlined in our
Consultation answer, we believe that the ETD has a role to play in supporting the transition
towards climate neutrality. The ETD should thus be revised in order to contribute to the
building of a single energy market and the promotion of electricity as part of the solution.

First, we believe that the review of the ETD should give the opportunity to better allocate
the weight of taxes on the different energy carriers in order to encourage and promote the
decarbonisation, particularly through electrification of the economy and the use of electric
solutions at consumer level. Taxes and levies in electricity bills account for up to 70% of the
bill in some Member States thus discouraging the use of electricity based technologies and
services. Limiting the combined weight of taxes on electricity will help make electricity
more affordable, and contribute to minimizing the social and distributional impacts of
decarbonisation policies.

Regarding energy poverty, Eurelectric supports the use of social welfare tools to alleviate
vulnerable households struggling to pay their bills. Social welfare tools may vary from
Member State to Member State and should primarily be financed by State income - i.e.
through income taxation. In this context, considering the progressive nature of taxation,
this would allow for a fair burden-sharing across the population. More generally, it is also
possible to compensate low-income households for being more affected by the impact of
the transition, i.e. for the distributional effects of climate and energy policies. Our “E-quality
study”, published in June 2020, indeed shows that it is possible to combine tools at EU and
Member State level to compensate for the negative distributional effects. For instance,
compensation funds, in the form of lump-sum transfers or tax reductions, financed to some
extent via recycling of revenues coming from other energy or climate policies, can prove to
be efficient in tackling distributional impacts of decarbonisation policy measures. The
reduction of taxation on the electricity bill would have the same quantitative effects. These
options can be combined and considered as a measure which may be adapted at EU and
national level depending on their political feasibility and the existing regulatory framework.
In this regard, conducting a thorough assessment of possible economic and social impacts
would be extremely relevant to assess different policy options.

The need to address the issue of disparities between energy carriers should also allow that
externalities of fossil fuels are properly reflected. To tackle this, the revised ETD must
integrate climatic performance of energy sources, at a level which is consistent with the EU
climate objectives for 2030 and 2050. Taking into account the real climate impact of all
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energy carriers and ensuring a level-playing field between them is essential. As an example,
we would like to highlight the challenge of clean hydrogen produced from renewable
energy sources, e.g. from electrolysis with renewable electricity, is facing regarding
competitiveness. Thus, we believe clean hydrogen is a key component of the 2050
transition for hard to abate sectors such as industry or heavy duty transport despite the
fact that is it currently more costly than other forms of hydrogen production.

Sectorial application of the ETD should also be carefully applied. Tax exemptions on aviation
and maritime fuels should therefore be partially removed to encourage the switch to
cleaner transportation mode, and totally removed when a cleaner alternative solution will
be available. Regarding e-mobility, we believe that an appropriate taxation scheme should
be defined in order to incentivize consumers to use EVs. Moreover, taxation rules on energy
consumption should unlock the flexibility potential of EV batteries, which can bring a high
potential of additional flexibility to the electricity system, thus optimizing the integration
of EVs and supporting the integration of renewable energies. The revised ETD should set a
tax exemption for electricity stored in the EV battery from the grid to provide grid services,
in order to avoid double taxation.

Other sectors which are not exposed to a meaningful carbon price signal could be
incentivised either by potentially extending the ETS scope or by carbon pricing measures,
using the most efficient tool for each sector. The introduction of the CO2 component must
be done in coordination with EU-ETS in order to have a complementary, harmonised and
holistic framework. The new framework should also ensure full consistency with the new
the Carbon pricing border adjustment mechanisms (CBAM).

Finally, we wish to highlight the responsibility endorsed by the suppliers on behalf of
Member-States for tax collection and the financial responsibility in case of non-payment
by the final customer. Consequently, the possibility to recover the tax in case of unpaid
operations should be explicitly integrated and mentioned in the ETD.
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