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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.

Dépét légal: D/2026/12.105/05

Contact:

Custqmers and Reta_il Services Cqmmittee Tim VOGT, Advisor Retail Markets — tvogt@eurelectric.org
Working Group Retail Market Design

Working Group Customers & New Services
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Closing the gap between electricity and gas prices:

how to reduce electricity bills through lower taxes and
levies

A Eurelectric position paper February 2026

KEY MESSAGES

e Despite being the cleanest and most efficient final energy carrier, electricity is
disproportionately burdened by taxes and levies compared to natural gas in the
EU. In 2023, electricity was taxed around 1.4 times more than gas per unit of
energy. This undermines electrification, encourages continued reliance on natural
gas, and weakens the business case for decarbonised technologies such as heat
pumps, electric boilers, and electric vehicles.

¢ While long-term structural reforms are needed to sustainably reduce electricity
prices, adjusting taxes and levies offers an immediate and effective short-term
lever. EU legislation already allows Member States to reduce excise duties and
VAT on electricity to minimum levels.

e Eurelectric recommends Member States to act through three complementary
approaches:

e Reduce: lower national excise duties and VAT on electricity to EU minimum
levels. This option directly improves affordability and helps address energy
poverty. Revenue impacts could be potentially offset through ETS revenues or
public budgets.

o Shift: reallocate taxes and levies from electricity to fossil fuels, particularly
natural gas. This, on paper, budget-neutral approach would improve electricity
affordability while reinforcing price signals in favour of electrification and
decarbonisation.

o Exempt: target tax reductions or exemptions to specific user groups (e.g.
energy-poor households) or specific uses (e.g. electric heating), strengthening
the investment case for heat electrification.

¢ Non-energy-related charges should be removed from electricity bills to improve
transparency and avoid artificially inflating prices.

e We encourage the European Commission to publish a transparent overview of
national taxes and levies included in electricity bills across Member States. This
would clarify which charges support the electricity system versus unrelated
services, and highlight where fiscal policies continue to hinder electrification and
favour fossil fuel consumption



Closing the gap between electricity and gas
prices: how to reduce electricity bills through lower
taxes and levies

I.  Reducing taxes and levies decreases electricity costs and the electricity-to-
gas price ratio

Despite being the cleanest and most efficient form of final energy, most Member States
disproportionately apply taxes and levies', per unit of energy, to electricity. This is a policy
choice resulting in electricity being taxed around 1.4 times more than gas in 20232
According to the Regulatory Assistance Project (RAP), the amount of taxes and levies
(excluding VAT) Member States added to electricity was on average twice the amount
added to gas in 20243, Eurostat data shows that the share of taxes and levies in
household electricity bills rose to 27.6% in the first half of 2025, a 3 percentage point
increase compared with the second half of 2024*. Overall, this contributes to electricity
prices being approx. two to three times higher than gas prices in almost all EU countries®
(electricity-gas-price ratio) and may have prevented declining wholesale prices from
translating into lower bills in some Member States. These perverse price signals
encourage continued reliance on natural gas, slow electrification, and weaken the
business case for decarbonised technologies (heat pumps, e-boilers, EVs).

While a range of policy and regulatory reforms have already been initiated and are
required to structurally reduce electricity prices in the long run, lowering taxes and levies
that disproportionately affect electricity costs can have alleviating short-term effects for
consumers and could bring electricity prices to precrisis levels. EU legislation already
allows governments to lower excise duties and VAT to minimum levels for all consumers.
This is a more effective lever than price interventions in retail markets as Eurelectric
previously laid out.

The imbalance in taxes and levies applied to electricity and gas prices can be further
addressed by shifting some of them away from electricity and onto gas prices. This would
speed up electrification and incentivise the switch to decarbonised technologies such as
heat pumps and e-boilers.

' From a terminology perspective, levies are often considered to encompass excise duties and charges.
2 Eurelectric Power Barometer (2023): Slide 70

3 RAP (2025): Page 5 and 16

4 Eurostat (2025): Link

5 RAP (2025): Table 1a, page 16 (for industrials) and figure 6, page 11 (households)



https://www.eurelectric.org/publications/price-interventions-eurelectric-vision/
https://www.eurelectric.org/publications/price-interventions-eurelectric-vision/
https://powerbarometer.eurelectric.org/wp-content/uploads/2024/10/Power-Barometer-2024_Full_report.pdf
https://www.raponline.org/wp-content/uploads/2025/09/rap-sunderland-gibb-thomas-affordable-electricity-sept2025.pdf
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Electricity_price_statistics
https://www.raponline.org/wp-content/uploads/2025/10/rap-oxenaar-butler-modernising-taxes-and-levies-to-incentivise-industrial-heat-oct-2025.pdf
https://www.raponline.org/wp-content/uploads/2025/09/rap-sunderland-gibb-thomas-affordable-electricity-sept2025.pdf

Il. Tax Legislation

The Energy Taxation Directive (ETD) 2003/96/EC establishes harmonised minimum
excise duty rates that Member States must apply for the final consumption of energy
products for fuel and transport and of electricity (de facto an electricity tax). The minimum
rate for electricity is 0.5 EUR/MWh for businesses and 1 EUR/MWh for households. A
2009 amendment to the VAT Directive 2006/112/EC allows Member States to apply a
reduced VAT rate of 5% on electricity®.

During the 2021/2022 energy crisis, most EU Member States temporarily reduced VAT
rates or suspended certain levies on electricity and gas to cushion consumers from
record-high prices. However, as wholesale prices have continued to stabilise post crisis,
many countries have been rolling back those reductions.

lll. Taxes and levies: reduce, shift, exempt

The following policy actions can relieve electricity costs for consumers on short-notice,
reduce the electricity-to-gas-price ratio and trigger positive impulses for electrification.

Member States can choose among these options according to their policy and political
priorities.

a. Reduce
Member States should max out the scope of the ETD and reduce their national excise
duty rates towards the floor levels. In 2024, only four Member States applied these
minimum rates for businesses, and six for households’. Also, Member States could
temporarily reduce the VAT rate for electricity to the minimum rate of 5% if the fiscal
space allows. Currently, seven EU countries apply a rate at 10% or less.

As reducing taxes and excise duties weighs heavily on public budgets, these tax
revenue losses could be compensated by tapping into EU ETS1 revenues or by other
taxes, or if not desired due to cost socialisation, absorbed by the public budget.

Reductions are a lever for Member States that want to primarily improve overall
affordability of electricity and electrification as well as address energy poverty.

b. Shift
Taxes and levies applied to electricity retail prices could be shifted onto other energy
carriers, e.g. fossil fuels. On paper, this would have a neutral effect on public budgets.
This would not only help with electricity bills but also activate a strong price signal for
electrification. For instance, from 2028, the government of Flanders in Belgium plans

6 Even though excise duties (de facto a consumption tax) and VAT are both indirect taxes ultimately borne by
final consumers, the former differs from the latter in two ways. First, excise duties are a cost component of the
product itself and included in the taxable amount, i.e. VAT is calculated on them. Second, they are not
explicitly itemised on household bills (only on B2B bills). Excise duties are also charged on other products
such as tobacco and alcohol.

7 Tax Foundation Europe: Excise Duties on Electricity in Europe, 2024



https://taxfoundation.org/data/all/eu/excise-duties-electricity-europe-2024/

to reallocate €362 million in taxes from electricity to natural gas and fuel oil.

Overall, a gradual shift in energy taxation needs to happen that sees low-carbon
energy sources taxed more favourably than fossil fuel energy sources. This will
contribute to reducing the electricity-to-gas price ratio. At the same time, this shift may
affect households that are unable to switch fuels for financial or practical reasons in
the short term. Governments therefore need to ensure a just transition and offer
additional (financial) support for these household segments.

Exempt

Selected end user segments or types of electricity use could be exempted from taxes
and levies or exclusively benefit from reductions. First, only energy-poor households
could be targeted considering that these expend a higher share of their income on
electricity compared to other households. Second, exemptions could be applied only
for electric heating generation, incentivising investments in industrial and household
heat pumps and e-boilers. However, the latter might be complex to implement from a
metering perspective for companies since the consumption of such installations would
need to be isolated from other fossil-based installations running on the same meter. If
so, tax/VAT reductions for the purchase of the equipment/installation itself might be a
more straightforward solution.

This would be an option for Member States aiming to reduce energy costs only for
certain consumers or to improve the investment case for heat electrification for certain
consumer groups.

The actions above are not limited to electricity excise duties and VAT but can likewise be

applied to other levies, for instance those financing investments in the energy transition
(renewable energy support schemes; environmental and carbon taxes; capacity
mechanism schemes). Also, a few countries (examples below) still use the electricity bill
as a means to administer and collect non-energy-related fees such as broadcasting fees.
These reduce transparency and artificially inflate bills, and therefore should be cleared
from invoices and collected through different channels.

e ltaly: the annual public broadcasting licence (Canone RAI) adds around €90 p.a.
to a households’ electricity bill.

e Portugal: the audiovisual contribution (Contribuicdo Audiovisual, CAV), which
finances public radio and television, is automatically included in electricity bills,
regardless of actual energy consumption or media use.



IV. What can the Commission do?

We recommend the Commission to publish an overview of the level of national taxes and
levies in electricity bills for each Member State. For instance, this would show what taxes
are actually related to the functioning of the electricity system and which ones are related
to other services unrelated to energy. This would reveal whether fiscal policies hamper
electrification and favour the consumption of natural gas.

V. Examples and best practices from Member States

e Flanders (Belgium): from 2028, €362 million in taxes are planned to be
reallocated from electricity to natural gas and fuel oil.

e Germany: in 2022, the levy charged to household consumers to contribute to the
build-out of renewable energies was shifted to general taxation effectively
reducing bills. The cost gap is now financed by ETS revenues.

e Denmark: from 2026, the excise duties for electricity have been reduced to the
EU minimum level of 1 EUR/MWh for households. Also, since 2021, electricity
used for heating was exempted from excise duties for households with an
electricity consumption above 4,000 kWh p.a. but only upon successful application
for the exemption by the consumer.

e The Netherlands: since 2016, excise duties on electricity were successively
reduced and raised for gas. However, households are reimbursed for the part of
gas price increases that exceeds the reduction of excise duties for electricity. This
fixed annual compensation is administered through a rebate per electricity meter
point/connection.

e Finland: gradually reduced excise tax to the EU minimum level of 0.5 EUR/MWh
for electricity used for industrial heat processes (heat pumps etc.). The excise tax
on fossil gas was increased between 2019 — 2023.

e France: from February 2026, the tariff contribution for network transmission
(CTA?8) is lowered from 21.93% to the minimum level of 15% for electricity
consumers. This measure represents a total amount of €540 million, i.e. around
€10 per household per year.

e Portugal: since 2025, the electricity consumption of selected household and SME
segments that is made subject to the reduced VAT rate of 6% has been further
extended: the first 200 and 300 kWh (depending on consumer segment) of
monthly consumption are subjected to the reduced rate (previously 100 kWh) and
consumption above that threshold is taxed at the standard VAT rate (23%)

e Austria: in 2026, for households, the electricity levy is reduced from 1.5 cent/kWh
to the EU minimum of 0.1 cent/kWh. For all other end customers, it is reduced
from 1.5 cent/kWh to 0.82 cent/k\Wh.

8 The CTA is based both on the fixed, pre-tax component of the tariffs for the use of public electricity
transmission and distribution networks (TURPE) and on a pre-tax share of the tariffs for the use of natural gas
transmission and distribution networks (ATRT and ATRD).



VI. Annex

High household electricity prices persist, due to surging tax burdens

Development of electricity prices for household consumers in EU27 Household electricity and gas prices

) ) for in the second half of 2024
= Since the second half of 2022, total taxes and levies on household consumers have

continued 1o rise year-over-year af an average rate of 28%, while retail power prices 28,7 ¢€/kKWh
rermain at historically high levels, exceeding 25 c€/kWh.
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Similar to household prices, non-household electricity face increasing
tax burdens while their non-recoverable prices stagnates

. . . . Non-household electricity and gas

Development of electricity prices for non-household consumers in EU27 prices for in the second half of 2024"

= Since the second half of 2022, total non-recoverable taxes and levies on non-
household consumers have continued to rise year -over-year at an average rafe of
60%, while retail power prices decreased 10 19 ¢€/kWh in 2024.
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Source: 2025 Eurelectric Power Barometer (slide 73 and 74)



https://powerbarometer.eurelectric.org/wp-content/uploads/2025/09/Power-Barometer-2025-full-report.pdf

Share of taxes and levies paid by household consumers for
electricity, first half 2025

(%)

n Share of other taxes and levies (%) u Share of VAT (%)

(") This designation is without prejudice to positions on status, and isin line with UNSCR 1244/1999 and the ICJ
Opinion on the Kosovo Declaration of Independence.

Source: Eurostat (online data code: nrg_pc_204) eurostat|

Share of taxes and levies paid by non-household consumers for
electricity, first half 2025

(%)

40

30

20

10

0 =——

-10

-20

-30

S TPOD L AL TR E2FTLS LA T DD oL o0 N g o D@ r .o .02
£ o
§ €9 gdFe IS $ISE NCASA ”gq{)@&eoﬁg@ G ‘"”é@"ﬂ~§,@.§£&c¥‘%
< 3 $§ & &
S 88
e
g,é
Q

(¢) Estimate
(P} Provisional
Source: Eurostat (online data code: nrig_pc_205) eurostat&

Source: Eurostat Fiqure 3 and 8



https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Electricity_price_statistics

Eurelectric pursues in all its activities the application
of the following sustainable development values:

Economic Development
B Growth, added-value, efficiency

Environmental Leadership
m  Commitment, innovation, pro-activeness

Social Responsibility

B Transparency, ethics, accountability
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