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INTRODUCTION & SUMMARY

Complementing the Tax & Levies on electricity yearly reports, the EURELECTRIC Task Force on
Fiscal Issues, reporting to EURELECTRIC’s Management Committee, also publishes on a yearly
basis a Fiscal Flash report presenting short qualitative comments for each country on last year's
tax developments relevant to the electricity sector. The Fiscal Flash 2013 presents thus tax
developments that occurred in 2012 (or were introduced as of the 1st January 2013) in 11 EU
member States (AT, BE, CY, DE, ES, FR, GB, HU, IT, PT, SE) plus in Norway and Turkey which are
relevant to the electricity sector.

Sovereign risk has exacerbated in some countries, increasing the financial needs of the public
sector and leading to restrictive financial and fiscal policies. As a side-effect of the public debt
crisis, governments have intensified their efforts to search for new sources for funding the public
debts, increasing regulatory risks for the European electricity industry.

As a result, the tax burden on the power sector and on the consumers has increased substantially
in a number of countries. In 2012, the tax burden on the power sector remained significant and
increased in a number of countries. A number of countries have introduced new fiscal measures
to be applicable in 2013.

Taxation of different energy sources

The nuclear power generation continued to be heavily taxed by the Member States. In Belgium, a
tax has been introduced to tax profits derived from the nuclear production and is split among
nuclear producers on the basis of their respective production share in the last calendar year. At
the end of 2011, the Belgian government announced that the amount of this tax would increase
from €250 to 550€ million as of 1 January 2012. This rate was maintained in 2013. In Spain, a new
law was adopted and introduced a new tax on nuclear wastes. This tax is two-fold. On the one
hand heavy metals contained in used nuclear fuel are taxed at the following rate: €2,190/Kg. On
the other hand, nuclear wastes of low and intermediate level of activity are taxed at the following
rate: €6,000/m3, while nuclear wastes of very low level are taxed at €1,000/m3.

The fossil fuel fired power generation also continued to be heavily taxed by the Member States.
In Belgium, electricity companies have to pay a tax of 11.6526€/t on coal and a federal levy on
natural gas used for power generation. The federal levy on gas decreased from 0.7399€/MWh in
2012 to 0.4774€/MWh in 2013. In Portugal, an excise duty on the consumption of natural gas was
introduced. The tax rate is €2.84/GJ for natural gas used as propellant and €0.30/GJ for other
uses. The gas used for the production of electricity and in CCGT is however exempted.

Fiscal measures on renewable energy sources and on the promotion GHG emissions reductions
varied across Member States:

- In France, the global tax on pollutant activities (i.e. tax based on quantities of polluting
exhausts emitted in the atmosphere) increased dramatically in January 2013. For
example, SO2 taxation increased from €45.34/ton in 2012 to €136.02/ton in 2013 or the
taxation on suspended fines and dusts increased from €86.62/ton in 2012 to €259.86/ton
in 2013. In addition, five new exhausts – among them arsenic or mercury - were taxed.

- In Sweden, the real estate on hydro power plants increased from 0.5% to 2.8% between
2006 and 2011. In 2013, the tax rate will remain at 2.8% but due to a new estimation of
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the values of the hydro power plants, the real estate values will increase up to 70% with
an average of 50%.

- In the United Kingdom, as part of the Energy Market Reform, the new Carbon Price Floor
(CPF) mechanism has been introduced since 1 April 2013.  Supplies of fossil fuels used in
most forms of electricity generation will become liable either to the Climate Change Levy
(CCL) or fuel duty from that date.  Such supplies will be subject to CCL at the relevant
Carbon Price Support rate (CPS), depending on the type of the fossil fuel used, which will
be determined by the average carbon content of each fossil fuel. The CPS rates reflect the
differential between the future market price of carbon and the floor price determined by
the Government and are different from main CCL rates levied on consumers’ use. The
announced CPS rates are equivalent to £4.94 per tonne of carbon dioxide (tCO2).  From 1
April 2014, the CPS rates of CCL and fuel duty will be equivalent to £9.55 per tCO2.

Those different national taxes or levies on fossil fuels used for power generation or on hydro and
nuclear power generation hamper market integration and distort competition. Furthermore,
maintaining an option for Member States to tax fuels used to produce electricity "for reasons of
environmental policy" (article 14.1.a of the draft proposal), together with the taxation of power
itself, leads to diverging national taxes and is contradictory to the dual excise duty structure
contemplated under the ETD reform, whereby the energy content would be taxed only once and
separately from the CO2 content: (i) these environmental concerns will be essentially covered by
the CO2 excise duty and (ii) the provision would result in taxing the same energy content twice:
once on fuel input and once on power generated.

Taxation on end-users and electricity networks

Sovereign risk has exacerbated in some countries, increasing the financial needs of the public
sector and leading to restrictive financial and fiscal policies. As a side-effect of the public debt
crisis, governments have substantially restricted their financial and fiscal policies. The victims are
not only the electricity sector but also the end-users. In France, the Contribution to the public
utility of electricity (CSPE) is a tax collected from end-users, which compensates electricity
producers for the cost incurred for the expenses related to public utility (feed-in tariffs,
equalization of tariff in the overseas areas, social tariffs). The taxation rate increased from
€10.5/MWh in 2012 to €13.5/MWh from 1 January 2013.

In Hungary, a new asset-based tax on the public utility network was introduced as of January
2013. The tax liability is based on the ownership of the public utility line. In case of state owned
or local government owned public utility lines, the taxable person is the operator. The tax rate
applicable to every meter started is HUF 125 (0.44€).

Robin Hood Tax regimes

The “Robin Hood” tax regime in Hungary was supposed to be withdrawn at the end of 2012 but
was maintained in 2013. The taxation rate was increased from 11% to 31%. However, the tax on
energy suppliers which was introduced for three years from 2010 was withdrawn at the end of
2012.

Tax systems to boost R&D and Innovation

Some countries introduced research & development tax deductions to reduce the direct costs of
R&D and thus to promote R&D & innovation. It is the case in Italy where tax incentives for
“innovative start-ups” were introduced. An exclusion from the CIT base equal to 27% of the
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amount invested in the share capital of one or more innovative start-ups that exclusively develop
and commercialise high-tech products or services in the energy field is granted. Such percentage
is lowered to 20% in all other cases (i.e. start-ups not active in the energy field). The maximum
deductible investment cannot exceed, for any tax period, €1.8 million, while the investment shall
be kept for at least two years.

Prevention of VAT-fraud in wholesale electricity & gas markets

Following the recommendations of the Joint Statement on VAT Fraud Prevention in the electricity
and gas wholesale markets released in December 2011 at the Florence Forum, some member
states have introduced measure to prevent this fraud. Following the introduction in France of a
reverse-charge mechanism of VAT by the purchaser of electricity and natural gas in wholesale
markets since 1 April 2012 and of preventive measures in the Netherlands in 2012, Germany is
also considering introducing a reverse charge mechanism for domestic supplies of electricity and
gas. It was included in the Annual Tax Act 2013, which was intended to become effective as of 1st

January 2013. Due to disagreements between the German Federal Parliament (Bundestag) and
the Federal Council of Germany (Bundesrat), the Annual Tax Act 2013 was refused in its entirety.

In conclusion, we can say that various new fiscal measures introduced throughout 2012- early
2013 have further contributed to increasing complexity and differences between Member States
tax policies for the energy sector.

EURELECTRIC is concerned by the lack of ambition shown by the Council in starting discussions on
the need to harmonise energy taxation rates at EU level in order to ensure a level playing field
between Member States and between energies in competition. We call on the European
Commission and Member States to propose a mechanism to limit the discrepancies between the
taxation levels of the various energy products in the EU.

Furthermore EURELECTRIC is concerned about increasing taxes and public charges on electricity.
Some Member States impose taxes or levies on electricity in order to finance energy efficiency,
environmental policy or carbon reduction measures in other sectors. In order to keep electricity
affordable for households and avoid a negative impact on the competitiveness of industrial
electricity consumers , EURELECTRIC calls on the European Commission and Member States to
limit the tax burden on electricity in general and to apply only taxes and levies that are
proportionate and directly related to electricity.
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EUROPEAN UNION

The year 2012 and the beginning of the year 2013 were rich in EU legislative proposals in the
taxation area.

Energy Taxation Directive

In April 2011 the European Commission published its long-awaited proposal to revise the Energy
Taxation Directive

With this proposal, the European Commission wants to overhaul the outdated rules on the
taxation of energy products in the European Union. Indeed, next to the EU ETS and the
installations it covers, national reduction objectives must be undertaken under “effort-sharing”.
The Commission considers that there is insufficient coverage of the 50% of emissions outside of
the scope of the ETS (e.g. agriculture, transport, households and small industries) and that a clear
distinction with the ETS is missing, potentially creating double burdens or gaps.

The proposal is based on the following principles for the structure of the taxation:

• the levels of taxation which Member States shall apply to energy products and electricity may
not be less than the minimum levels of taxation laid down in the Directive;

• the single minimum levels of taxation were established on the basis of two reference
components, an energy related component and a CO2-related component;

• Member States may express their national levels of taxation as one single tax or as separate
taxes as well as in units other than those used to express the minimum levels of taxation,
provided that the minimum levels laid down in the Directive are respected.

Even though most Member States support in principle this structure of the taxation, additional
discussions on the minimum levels of the taxation of energy products and electricity and a
number of technical issues have been necessary to achieve further progress on the Council’s
compromise text. The proposal has indeed been already discussed in the Council’s Working Party
on Tax Questions on several occasions under the Hungarian, Polish, Danish, Cyprus and Irish
Presidencies and an agreement is far from being reached, as it requires the unanimity in the
Council.

Among the controversial issues, the discussions on the taxation of installations falling within the
EU Emission Trading Scheme (ETS) and on the minimum level of the minimum level of the CO2-
related component are among the most important ones.

The Commission initially proposed a new CO2 tax component along with an exemption from this
component for sectors covered by the EU Emissions Trading Scheme (EU ETS), which also includes
the electricity sector. The proposed measure had always been welcomed by EURELECTRIC: the
introduction of such a CO2 tax for the non-ETS sectors would contribute to a level playing field and
to an overall least cost approach to reducing CO2 emissions.
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To this end, EURELECTRIC has also always argued that instead of fixing the minimum CO2

component at a fixed level of20 EUR/t CO2, it should be linked to the ETS carbon price and
automatically adjusted on a regular basis allowances during the year n-1.

Since the beginning of the legislative process, EURELECTRIC kept on echoing concerns on any
tentative from the Council to step back from this approach.

Instead of a full exemption for sectors covered under the ETS, it is now discussed at Council level
to give the opportunity to Member States to apply lower rates of taxation to installations falling
within the EU ETS. Two options were discussed to avoid such overlap which received support
from a number of Member States but no decision was taken:

 the first option provides that the rate of the CO2-related component may be set at 0 for
energy products used within installations covered by the EU-ETS, ensuring that Member
States will only have to respect a minimum tax level for this sector corresponding to the
value of the energy related component; thus allowing Member States to apply
differentiated national rates.

 the second option provides that the taxation of installations falling within ETS shall fall
under art.17 of the ETD. Therefore, Member States would have the option to apply tax
reductions for energy products and electricity used by the industry provided that the
installations concerned are covered by the ETS. Member States would be then allowed to
compensate the companies concerned for the amount paid for the emission allowances.
However, Member States will have to respect the EU minimum levels of taxation for this
sector, which will be specified in the directive.

The other open controversial issues are the following: levels of the minimum rates of taxation of
the energy products and electricity; Particular difficulties expressed by Member States regarding
LPG and natural gas used as heating fuels; Tax reliefs under Articles 15 and 17; Tax treatment of
commercial gasoil; Transitional periods; Tax treatment of biofuels and bioliquids.

The next step is now the ECOFIN Council on 21 June 2013 where the issue will be discussed in the
hope of reaching political agreement (following the Parliament’s first reading).

Other EU tax developments relevant to the electricity sector

Financial Transaction Tax

In September 2011, the European Commission published a proposal for a Financial Transaction
Tax. This tax would be levied on all transactions on financial instruments between financial
institutions when at least one party to the transaction is located in the EU. The exchange of
shares and bonds would be taxed at a rate of 0.1% and derivative contracts at a rate of 0.01%, but
member states would be free to apply higher rates.

According to the Commission, the tax could raise approximately €57 billion every year. The
revenues would be shared between the EU and the member states, with one part being used as a
new own EU resource to fund the EU budget and thus partly reduce national contributions.

With unanimity required in the Council – the Parliament is only consulted – a lengthy legislative
process is always to be expected on taxation issues. During the ECOFIN Council meetings in June
and July 2012 it was ascertained that there was no unanimous support within the Council for a
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common system of FTT in the Union as a whole, as proposed by the Commission, in the
foreseeable future.

As from 28 September 2012 the Commission received requests of eleven Member States (Austria,
Belgium, Estonia, France, Germany, Greece, Italy, Portugal, Slovakia, Slovenia and Spain) asking it
to submit a proposal for a Council Decision to authorise enhanced cooperation. Its objectives and
scope were requested to be based on the original Commission FTT proposal. The Commission's
analysis provided a positive outcome. On 23 October 2012 the Commission proposed to the
Council to authorise the enhanced cooperation in the area of financial transaction tax. The
European Parliament gave its consent to the latter proposal on 12 December 2012 and on 22
January 2013 the EU Council adopted a decision authorising eleven Member States to go ahead
with enhanced cooperation on a common system of financial transaction tax (FTT).

On 14 February 2013 the European Commission adopted a proposal for a Council Directive
implementing enhanced cooperation in the area of financial transaction tax, which mirrors the
scope and objectives of its original FTT proposal of September 2011.

VAT Fraud in the electricity sector

Since 2009, EURELECTRIC together with eight other European energy associations, comprising
regulators, exchanges, brokers, clearing houses, gas and electricity transmission system
operators, energy trading firms as well as gas utilities, have united to take action to combat VAT
fraudsters’ attempts to penetrate electricity and gas wholesale markets.

Despite the coordinated action of EU energy stakeholders, a series of measures taken at the
national level and the repeated warnings from energy stakeholders to the authorities, fraudsters
have meanwhile become more sophisticated, and signs of initial VAT fraud have been reported in
the wholesale electricity and gas sector.

Since 2009, the nine European energy associations have called for the introduction of long term
fiscal measures, as the only solution to permanently eradicate the risk of VAT fraud in the gas and
electricity sector and to prevent significant VAT losses to Member States’ Exchequers similar to
those experienced in the CO2 emissions trading markets in 2009

The European Commission and the Irish Presidency of the Council of the European Union
presented in March 2013 an anti-VAT Fraud Package which would equip EU countries with real
armour against fraudsters including:

- Reverse Charge Mechanism to be implemented at the discretion of each Member State and
extended to include trading in those sectors which are / have been already the subject of
derogation requests, such as electricity and gas.  The Reverse Charge Mechanism moves the
obligation for collecting VAT from the supplier to the recipient of the goods, thus removing
the VAT fraud “opportunity” on these trades.

- Quick Reaction Mechanism allowing Member States to apply for a derogation from the
Directive 2006/112/EC (Previously the Sixth VAT Directive) enabling them to rapidly
implement fiscal measures to deal with the risk of unknown, sudden and massive fraud.

EURELECTRIC welcome the European Commission’s and the Irish Council Presidency’s resolve to
push forward measures to combat VAT fraud. The adoption of this package would remove the
vulnerability to fraud faced by the wholesale electricity and gas markets, and would thus protect
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market integrity by permitting freedom of commerce and fair competition on behalf of European
consumers.

The Irish Presidency hopes to close the dossier by mid-2013. If no agreement was reached by the
end of June, the Irish would certainly pass on the dossier to the Lithuanians, and ask them to keep
up the momentum.
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AUSTRIA

1. Introduction

With the background to consolidate the national finances, the government approved a savings
and consolidation program in February 2012. Beside several savings measures, different
amendments and changes effecting income taxes, VAT and energy taxes were enforced from
2012 onwards.

Due to the elections of the national government in autumn 2013 no major changes to the
Austrian tax system are expected for the year 2013.

2. Corporate Income Tax (IRC)

No major changes in 2013

Minor changes to the tax deductibility of donations became effective from January 1, 2013
onwards. The upper limit of tax deductable donations amounts to 10 % of the taxable profit of
the current year (until 2012: 10% of previous year’s taxable profit).

From the tax assessment for 2012 onwards the group taxation system was adapted. The
deductibility of losses of foreign group members was limited. The foreign loss has to be
converted according the regulations of Austrian tax law in the first step. However, the maximum
deductible amount is limited with loss calculated according to the respective foreign tax law.

From January 1, 2013 onwards the tax incentives for research have been revised. In principle the
requirements that qualify research as eligible for tax remain the same. However, the procedure
changed. A specified company (that is 100% in public ownership) is responsible to audit whether
the requirements for research premium are met or not. The respective company that applies for
the premium has to request that certificate for each research project. If this requirement is met
10% of the research costs (both for own operational and for contracted research up to maximum
1.000.000 € per year) are refunded from tax authorities.

3. Personal Income Tax (IRS)

From 2013 for an initially limited period until 2016, the personal income tax for holiday and
Christmas allowances will be increased. Previously those payments were basically taxed at a flat
rate of 6%. From 2013 onwards a progressive tax rate for those payments is implemented.

From January 1, 2013 onwards the support for commuters was enlarged. Beside full- time
employees also part-time employees have a proportionate entitlement for the support.

4. Value Added Tax (VAT)

Starting with January 1, 2013 electronically submitted invoices entitle to deduct input VAT
regardless of way of the electronic transfer.  However, the recipient of the invoice has to agree to
the electronic transfer and the authenticity, integrity and readability of the invoice has to be
secured.

Also starting with January 1, 2013 for all rendered services the corresponding invoices have to be
issued not later than the 15th day of the following month, even if the delivery or other service is
carried out in EU-foreign countries.
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5. Stamp Duty (IS)

No major changes in 2013

6. Real Estate Municipal Tax (IMI)

No major changes in 2013

7. Statute of Tax Benefits (EBF)

Effective from January 1, 2013 a tax refund system for farmers to refund them the difference
between the higher mineral oil tax for Diesel (397 € / 1000l) compared to fuel oil (98 € / 1000l)
for the Diesel they used for their agricultural vehicles was abolished.

Furthermore there was an exemption from mineral oil tax in place for vehicles and rail vehicles
used in the local traffic. This exemption affected bus and train operators and was also eliminated
from January 1, 2013 onwards.

8. Taxpayer Guarantees and Tax Infractions

No major changes in 2013

9. Environmental taxes / taxes on energy consumption

For combined heating and power generation the input tax exemption only applies for the portion
of energy input attributable to electricity production. For the portion attributable to heat
production no input tax exemption applies. The correct allocation respectively the calculation
method how to split the energy input which was in discussion for years, was decided by the
administrative court in September 2012. The administrative court decided that the so called
“CENELEC-method” is the proper method how to split the energy input. In this method only the
part of energy input which is needed additionally because of heat production is taxable.
Consequently if no additional energy input for the heat production is needed, the input tax
exemption applies for the entire energy input.
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BELGIUM

I. CORPORATE TAX

1. Notional Interest Deduction (NID)

Belgian companies (and Belgian branches of foreign companies) can claim tax relief for their cost
of capital by deducting notional (deemed) interest. The NID deduction is calculated based on their
net equity, i.e. their share capital, subject to certain adjustments, including a reduction of the
equity with the net value of fixed financial assets consisting of participations and other shares.

a) New rate

The current maximum NID rate, which has been capped at 3% (3.5% for small and medium-size
companies (SMEs)) as from 1 January 2012, remains intact. However, in order to align the NID
rate with the most recent evolutions of the 10-year government bond rate, the NID rate must
now be calculated based on the average 10-year government bond rate of the third quarter of
the penultimate year prior to the tax year.

This new reference rate is applicable as from 1 January 2013 (based on said 10-year government
bond rate for July, August and September 2012), resulting in a lower effective NID rate of 2.742%
(3.242% for SMEs) for tax year 2014 (Income 2013).

b) Carry-forward of excess NID

As from 1 January 2012, it is not possible anymore to carry forward any unused NID of the year to
7 subsequent taxable periods in case of insufficient taxable profits. However, existing NID, which
was carried forward on 31 December 2011, remain deductible within certain limits. The maximum
NID stock deduction that a company can use per tax year is indeed limited to 60% of the taxable
base. This limitation does not however apply to the first EUR 1 million of the taxable base
remaining before the deduction of the NID stock. The NID stock which remains unused further to
this 60% limitation can be carried forward until full utilisation of the amount which would have
been deductible if the 60% restriction had not existed (regardless of the expiration of the 7-year
carry-forward period).

2. Taxation of capital gains on shares

As from 1 January 2012, the 100% current capital gains exemption regime became, next to the
already existing taxation requirement1, subject to an additional 1-year holding requirement2. This
tax regime remains intact for capital gains on shares, but, as from January 2013, capital gains
qualifying for full corporate income tax exemption become nevertheless subject to a “separate
tax” at the rate of 0.412%, i.e. 0.4% to be increased with the 3% crisis levy.

This tax is not tax deductible and taxpayers are not allowed to offset tax attributes such as e.g.
prior year tax losses. In addition, it is not possible to net capital gains subject to this new separate

1 If the taxation requirement is not met, the capital gains are taxed at a rate of 33.99%.
2 If the shares are sold within this 1-year period, the capital gain will be taxed at a rate of 25.75%.
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tax with capital losses on shares. Finally, please note that the 0.412% separate tax does not apply
to SMEs.

In conclusion, as from 1 January 2013, capital gains are subject to 1 of the 4 following regimes:

 full exemption for capital gains realised by SMEs satisfying all conditions (holding period
and taxation requirement);

 tax at the rate of 0.412% for capital gains realised by companies other than SMEs
satisfying all conditions (holding period and taxation requirement);

 tax at the rate of 25.75% for capital gains satisfying the taxation requirement but not the
holding period requirement ;

 tax at the rate of 33.99% for capital gains not satisfying the taxation requirement.

3. Thin capitalization rules

As from 1 January 2012, the 7 to 1 debt/equity ratio has been reduced to a 5 to 1 debt/equity
ratio and the initial scope of the Belgian thin cap rules3 has been extended to intra-group loans,
irrespective of the tax treatment of the interest at the level of the beneficiary.

As from 1 July 2012, the Belgian tax authorities have introduced one concession applicable to
intra-group loans: for borrowing companies which specialize in centralized treasury management
for the group based on a framework agreement, only the net paid interest regarding the 5:1
excess loans is disallowed. This means that the paid interest should be first reduced by any
interest obtained or received from group companies (other than credit institutions,
factoring/leasing companies, non-taxed companies, etc.) as a result of sums put at their disposal
under such centralized treasury management. Only the excess debit interest paid to group
companies is affected by the 5:1 ratio. This concession should benefit the numerous group
treasury centers established in Belgium (i.e. the former coordination centers).

II. WITHHOLDING TAX

1. Dividend withholding tax

The current general withholding tax rate of 25% remains unchanged. Likewise, the exceptional
withholding tax rate applicable to liquidation surpluses is kept at 10%.

However, as from 1 January 2013, the following changes to the withholding tax on dividends
enter into force:

 The exceptional withholding tax rate of 21% on redemptions of own shares no longer
applies.

3 Applicable to loan granted by a person not subject to income taxation or subject to a tax on
interest income that is substantially more beneficial than the Belgian corporate income tax
regime.
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 The dividends of residential real estate SICAFs / BEVAKs become subject to 15%
withholding tax instead of 0% as was the case in 2012.

 The reduced withholding tax rate of 21% applicable to certain dividends (e.g. dividends
stemming from companies incorporated as from 1 January 1994 and whose shares are
nominative and represent capital created via cash contributions) is abolished.

2. Interest withholding tax

The general withholding tax rate on interest attributed or made payable as from 1 January 2013
increases from 21% to 25%. The exceptional interest withholding tax rates existing in 2012 remain
applicable, i.e.:

 Interest from state bonds issued on 4 December 2011 and subscribed in the period 24
November 2011 - 2 December 2011 remains subject to 15% withholding tax.

 Interest from ordinary savings accounts remains subject to 15% withholding tax to the
extent it exceeds the first tax-exempt amount of EUR 1,250 (non-indexed amount).

3. Royalty withholding tax

The general withholding tax rate on royalties attributed or made payable as from 1 January 2013
increases from 15% to 25%. However, royalties resulting from the granting of cessions or licenses
on copyrights and similar rights are subject to 15% withholding tax to the extent they do not
exceed EUR 37,500 (non-indexed amount) annually.

III. VAT: Deduction on company cars for VAT purposes

In December 2012, the VAT authorities have finally published the long anticipated guidelines
regarding the input VAT deduction on corporate assets. This Administrative Guidance provides
with the main principles governing the taxation of “mixed use” of corporate assets, and in
particular of the private use of company cars, for VAT purposes.

For company cars which are put at the personnel’s disposal for free, the authorities allow three
methods to calculate the VAT deduction restriction. These methods are described in the
Administrative Guidance and apply to owned as well as leased company cars. The additional costs
(fuel, maintenance, etc.) are also subject to the same rules. Limiting the VAT recovery by applying
one of the three methods allowed by the Belgian tax authorities means that the benefit in kind
will no longer be subject to VAT.

In so far as a consideration is paid for the car’s use, the basic VAT rules apply, which means that
the consideration is subject to 21% VAT in combination with the deduction cap of 50% VAT for
cars. The taxable amount has, under certain circumstances, to be the ‘normal value’ calculated as
‘yearly car expenses multiplied by (50% - real professional use %)’. The real professional use must
be assessed by using one of the three abovementioned methods.
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The new VAT regime enters into force on 1 January 2013, but a transitional regime is foreseen for
the calendar year 2012 allowing the taxable person to choose between the “old”4 and the “new”
system for his entire fleet.

IV. OTHER

1. The nuclear power producers’ contribution

A nuclear tax has been introduced by the Belgian authorities in order to tax profits derived from
the nuclear production in Belgium. The amount of this tax must be split among the nuclear
producers on the basis of their respective production during the last calendar year (i.e. mainly
among Electrabel and EDF Luminus). For the year 2012, the amount of the nuclear tax has been
increased from 250 MEUR to 550 MEUR.

2. Taxes on electricity and on fossil energy used for electricity generation

The taxes and levies on electricity are high in Belgium: the most important tax components are
the federal energy contribution (1.9088 €/MWh), the federal levy to finance public service
obligations and the federal regulator’s budget (2.9781 €/MWh in 2013) and the VAT (21%).

Moreover electricity companies have to pay a tax of 11.6526 €/tonne on coal and a federal levy of
0.4774 €/MWh (in 2013) on natural gas used for power generation.

This federal levy on natural gas is due to finance public service obligations and the federal
regulator’s budget. It is questionable whether this levy on power generators is compliant with the
Energy Taxation Directive 2003/96/EC. Indeed, it could be argued that such a levy can be
considered as an indirect tax imposed by the Belgian authorities, and that hence the use of gas
for power generation should be exempted from this tax according to Article 14 of the Energy
Taxation Directive 2003/96/EC.

4 50% recovery restriction combined with the calculation of VAT on the benefit in kind.
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CYPRUS

In the year 2013, the only change in taxes affecting the electricity industry is the following:

Value-added tax

 The standard VAT rate increased from 17% to 18% as from 14 January 2013.
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FRANCE

1. Contribution to the public utility of electricity (CSPE)

CSPE is a tax collected from end-users, which compensates electricity producers for the cost
incurred for the expenses related to public utility (feed-in tariffs, equalization of tariff in the
overseas areas, social tariffs).

Due to the continuing increase of public utility expenses, the taxation rate increases again from
€10.5/MWh in 2012 to €13.5/ MWh from 1 January 2013.

2. Global tax on pollutant activities

This tax based on quantities of polluting exhausts emitted in the atmosphere is severely increased
as from January 2013, and five new exhausts are taxed (in bold in the table below).

Polluting exhausts €/ton 2012 €/ton 2013

Sulphur oxide and other sulphur
compounds

45.34 136.02

Hydrochloric acid 45.34 46.29

Nitrous oxide 68.02 69.45

Oxide of nitrogen 160.8 164.18

Hydrocarbons without methane, solvents
and other volatile organic compounds

45.34 136.02

Suspended fines and dusts 86.62 259.86

€/kg

Arsenic (As) 500

Selenium (Se) 500

Benzene 5

Mercury (Hg) 1000

Polycyclic aromatic hydrocarbons 50
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HUNGARY

There have been imposed expressly sector-specific tax amendments concerning electricity
industry for 2013 in Hungary, and there have been launched some remarkable changes in not
sector-specific tax laws that are important to note because of their significant effects.

 Robin Hood tax
It was planned that energy suppliers’ income tax would have been withdrawn at the end
of 2012, but it remained in effect for 2013, and its rate was increased to 31% from 11%.
(There is tax allowance in some cases but not more than 50 %)

 Tax on retail, telecommunications and energy industry
This tax was introduced for three years from 2010 and it was withdrawn at the end of
2012.

 Public utility tax
As of January 2013 there was introduced a new asset-based tax on the public utility
network. Tax liability is based on the ownership of a public utility line. However in case of
State owned and local government owned public utility lines the taxable person is the
operator.

Public utility lines are those „that meet the periodical and continuous needs of
consumers in terms of running water, sewage disposal, drainage, gas, heating, electricity
and telecommunications (cables that transfer audio-visual data and other information)”.
Only those utility lines are subject to this tax that either run through public areas, or
those that run through private property but serve other consumers.

The tax rate applicable to every meter started is HUF 125 (0.44 EUR).

 Corporate income tax

As of July 2010, a 10% corporate income tax rate can be applied to the first HUF 500
million (about EUR 1.8 million) of the positive tax base. To the part of the tax base
exceeding the HUF 500 million, the rate is 19%. These tax rates will remain in effect for
2013.

Losses carried forward from previous years can be used only up to 50% of the tax base.

As of January 2013 the most important change is that there were introduced investment
tax credits in relation to investments with a present value of at least HUF 100 million (EUR
0,35 million)

o that are commissioned and operated in free entrepreneurial zones (there are 47
areas that are qualified as free entrepreneurial zones in Hungary), or

o that are certified as energy efficiency investments.

These taxpayers can claim tax allowances in the field of corporate income tax if they are
entitled for development tax allowance.
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 Social contribution tax
As of January 2012 instead of social security contribution payable by employers, there
was introduced a social security tax, with the same rate (27%), but it is a tax and not a
contribution (the base of this tax is the aggregate gross salary of employees).

Taxpayers working in free entrepreneurial zone and eligible for development tax
allowance can claim tax allowances in the field of social contribution tax over a five year-
period following the commissioning provided they increase the number of their
employees. Tax allowances can be claimed up to a monthly gross wage of HUF 100,000 in
the first two years of employment, which amounts to a 100% deduction. In the third year
the social contribution tax can be reduced by 14.5% of the gross wage.

 Training fund contribution

Tax liability is 1.5% of the social contribution tax base.

Taxpayers working in free entrepreneurial zone can claim tax base allowances in the field
of training fund contribution. Tax base allowances can be claimed up to a monthly gross
wage of HUF 100,000 in the first two years of employment.

 Local Business tax

The tax rate is 2% of the net sales revenue, less:

a) the sum total of the original costs of goods sold and the value of mediated services,
calculated according to Subsections (1)-(4);

b) sums paid to subcontractors;

c) material costs;

d) the direct costs of basic research, applied research and experimental development
claimed for the tax year.

As of 2013, deduction brackets have to be used when we want to deduct the amount of
costs of goods sold and consignment services from net sales revenues. This limitation
does not take an effect on the deductibility of other items such as material costs.

(1) Entrepreneurs shall be able to deduct the items (original costs of goods sold and the
value of mediated services) from their net sales revenue as commensurate, in
accordance with the following. If net sales revenue is:

 500 million forints or less, the deductions for this bracket may be claimed in
whole,

 between 500 million forints and 20 billion forints, the deductions for this
bracket may be claimed up to 85 per cent of the revenue falling within this
bracket,

 between 20 billion forints and 80 billion forints, the deductions for this
bracket may be claimed up to 75 per cent of the revenue falling within this
bracket,

 above 80 billion forints, the deductions for this bracket may be claimed up to
70 per cent of the revenue falling within this bracket.
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(2) The deduction mentioned in Subsection (1) shall be calculated by multiplying the total
of net sales revenue deductions by the ratio the deduction applicable for the given
bracket represents in the total of net sales revenue.

(3) The taxpayers considered affiliated by definition of the Act on Corporate Tax and
Dividend Tax shall determine the tax base as the difference between the total net
sales revenue of the affiliates and all expenses to be deducted from the net sales
revenue [Paragraphs a)-d)] - if positive - in accordance with Subsections (1) and (2),
where the tax base for such taxpayers shall be determined by multiplying the said
difference by the ratio the net sales revenue of the taxpayer represents in the total
net sales revenue of the affiliates. This provision applies only if the taxpayer’s net
sales revenue and value of mediated services in total exceeds 50 per cent of the
taxpayer’s net sales revenue, as regards - exclusively - of its affiliates who meet these
conditions.

(4) By way of derogation from Subsections (1)-(2), the original costs of goods sold and the
value of mediated services related to goods, materials and services shall be deducted
in whole from the net sales revenue, where the taxpayer has already entered such
goods, materials and services under net external sales in accordance with the
Accounting Act.

 Financial transaction tax

This Act shall apply to payment service providers, credit institutions authorized to pursue
currency exchange activities and special services intermediaries of currency exchange
services having a registered office or branch in the territory of Hungary.
This Act shall not apply to the Magyar Nemzeti Bank (National Bank of Hungary).
The term “payment services” is defined by Act CXII of 1996 on Credit Institutions and
Financial Enterprises (“Act on Credit Institutions”).

Financial transaction duty shall be payable:

a) by the payment service provider of the payer in connection with the transfers of funds,
direct debit transactions, cash withdrawals from payment account and payments
initiated by the payer through the payee;

b) by the institution operating the Posta Elszámoló Központ in connection with cash
deposits made through the institution operating the Posta Elszámoló Központ;

c) in connection with money remittance by the payment service provider which remits
the corresponding amount;

d) in connection with documentary credits (L/Cs), by the payment service provider
opening the letter of credit;

e) in connection with cashing cashier’s checks, by the payment service provider carrying
the account of the issuing account holder;

f) in connection with all payment transactions, by the service provider which are
recognized as payment services at the end of which the amount of the payment
transaction shown in the payment order is deducted by the payment service
provider from the balance on the payer’s payment account;

g) in the case of loan repayment, by the payment service provider carrying the payment
account;

h) in the case of cash withdrawals not covered by Paragraph a), by the payment service
provider that keeps the credit line open in guarantee of the cash-substitute payment
instrument;
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i) in connection with currency exchange activities, by the credit institution authorized to
pursue currency exchange activities initiating the sale by means of payment
instrument, or by the special services intermediary of currency exchange services;

j) in connection with commissions and fees, by the payment service provider entitled to
charge commissions and fees.

The basis of assessment of the financial transaction duty shall be:

a) subject to the exceptions set out in Paragraphs b)-g), the sum deducted by the
payment service provider from the payer’s payment account by order of the payer or
the payee;

b) in the case of money remittance, the sum remitted;
c) in the case of cash deposits made through the institution operating the Posta Elszámoló

Központ, the sum transferred to the payee’s payment service provider;
d) in the case of loan repayment, the sum debited to the client’s payment account by the

payment service provider;
e) in the case of cash withdrawal by way of a cash-substitute payment instrument, the

sum withdrawn;
f) in connection with currency exchange activities by credit institutions authorized to

pursue currency exchange activities and by special services intermediaries of currency
exchange services, the amount of the payment instrument sold;

g) in connection with commissions and fees, the sum debited to the client’s payment
account by the payment service provider, or the sum charged with respect to the cash-
substitute payment instrument.

The amount of financial transaction duty to be charged shall be:

a) 0.2 per cent of the financial transaction duty base, but not exceeding 6,000 forints per
payment transaction;

b) subject to the exception set out in Paragraph d), 0.2 per cent of the financial
transaction duty base, if the duty is payable by the institution operating the Posta
Elszámoló Központ or the treasury;

c) 0.3 per cent of the financial transaction duty base in the case of cash withdrawal from a
payment account, or in the case of cash withdrawal by way of a cash-substitute
payment instrument, but not exceeding 6,000 forints per payment transaction;

d) 0.2 per cent of the financial transaction duty base, but not exceeding 6,000 forints per
payment transaction in connection with payment transactions related to the
distribution of government securities, if the duty is payable by the treasury.

Each item of multiple credit orders and automatic debit transfers shall be recognized as
an independent payment transaction.

Assessment of the financial transaction duty

Payment service providers, credit institutions authorized to pursue currency exchange
activities and special services intermediaries of currency exchange services shall declare
their liability for payment of financial transaction duty - and shall effect payment thereof -
monthly, by the 20th of the month following the transaction date, using the standard
form prescribed by the state tax authority.
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GERMANY

1. Introduction

The Annual Tax Act 2013, which was intended to become effective as of 1st January 2013, entailed
a number of changes, which were of considerable importance for energy companies. An example
is the extension of the Reverse-Charge-Mechanism for domestic supplies of electricity and gas.

Due to disagreements between the German Federal Parliament (Bundestag) and the Federal
Council of Germany (Bundesrat), the Annual Tax Act 2013 was refused in its entirety. Thus the
amendments within the Annual Tax Act 2013 did not come into force at the beginning of 2013.

Concerning the importance of some topics of the Annual Tax Act 2013, the cabinet decided on a
draft law, which will be discussed soon. Urgency exists, as many rules should be applied
retroactively from the beginning of 2013.

2. Value Added Tax (VAT)

The following topics were part of the Annual Tax Act 2013, which were rejected in their entirety.
Because of their importance, partly based on EU–guidelines, the amendments are intended to be
introduced shortly.

2.1. Reverse-Charge-Mechanism for domestic supplies of electricity and gas

In case the above mentioned draft law is adopted, § 13b (5) UStG-E (§ 13b UStG = beneficiary as
taxpayer; UStG = Value Added Tax Act) will be amended as follows:

“… for supplies of electricity the beneficiary is liable to pay the tax in those cases where the
entrepreneur who supplies and the recipient are resellers of electricity as defined in § 3g UStG
(Value Added Tax Act).”

“… for supplies of natural gas, the beneficiary is liable to pay the tax if he is an entrepreneur,
who provides supplies of natural gas.”

2.2. Modification of invoice information/disclosures

An important amendment is a statement that is with reference to the Reverse-Charge-
Mechanism. It describes that a domestic entrepreneur has to include a description that the
addressee has to pay the tax when the Reverse-Charge-Mechanism is applied.

The invoice has to contain i.e. the subsequent sentence: “The recipient is tax debtor of the Value
Added Tax”, “Value Added Tax to be paid by the recipient”, or “The tax liability is shifted to the
recipient of the supply.”
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Previously the invoices that were invoiced using the credit note procedure (Gutschriftsverfahren),
which recipient accounts to the provider could be titled as “invoices” as well. But with effect,
backdated to 1st January 2013, it won’t no longer be possible to name them “invoice”. In future
they have to be named “credit note”.

3. Excise taxes, especially energy tax and electricity tax

On 11th December 2012 a law, for amending the energy and electricity tax was announced and
came into force on 1st January 2013.

The law for amending the energy and electricity tax creates succession provisions for companies
of the “production sector”, which previously were able to make use of tax reductions, basically
the so called peak balance (Spitzenausgleich). These legally binding adjustments were necessary
because of a European Commission administrative decision for the peak balance which expired
on 31st December 2012.
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ITALY

Introduction

In this section, the most significant and material changes to the Italian tax legislation that
directly/indirectly have an impact on Italian electricity companies have been highlighted.

1. Corporate Income tax

Tax incentives for “innovative start- up”

An exclusion from the CIT base equal to 27% of the amount invested in the share
capital of one or more innovative start up that exclusively develop and commercialize
high tech products or services in the energy field (directly or by means of an OICR or
other companies mainly investing in innovative start up) is granted. Said percentage is
lowered to 20% in all other cases (i.e. start up not involved in the energy field). The
maximum deductible investment cannot exceed, for any tax period, EUR 1.8 million.
The investment shall be kept for at least two years. The effectiveness of the provision
is subordinated to the EU Commission authorization. Moreover, realization modalities
shall be set by means of a dedicated Decree. Ref. Law 221/2012.

Tax deductibility of losses on receivables

New assumptions have been introduced with reference to the existence of “definite and
exact elements” generally required by the law for the deductibility of losses on
receivables (Law n.134/2012). In addition to the assumptions already applicable to
bankruptcy proceedings, there are three additional cases of certainty and definitiveness’
assumptions with regards to credit losses relevant to:

 small receivables (less than € 5,000 for persons qualifying as “big tax payers” or
less than € 2,500 for all other companies), overdue for more than six months;

 prescribed receivables;
 derecognized receivables from the financial statement according to international

accounting standards further to termination events.
The new rules are in force from the tax year 2012.

2. Regional Business Tax (IRAP)

New tax deductions

Law Decree n. 201/2011 introduced the right for Italian companies to deduct from corporate
income tax base an amount equal to IRAP applied on the share of the tax base represented by
personnel costs (analytical deduction). Such deduction is effective starting from fiscal year in
force as of 31 December 2012. Law Decree n.16/2012 recognized the right to file for a special
one –off refund with reference to a portion of IRAP related to personnel costs paid in the
previous fiscal years. IRAP refunds are generally available with respect to the last five years
(i.e., from 2007 to 2011).

Moreover, it has to be highlighted that IRAP currently provides limited lump sum deductions
for personnel costs. The “Stability Law 2013” extended such deductions starting from FY 2014
with respect to the costs related to qualifying employees (i.e., younger than 35 years old and
female employees) hired under no-term contracts.
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3. Value Added Tax

Increase of the standard VAT tax rate

The Italian standard VAT rate was increased from 20% to 21% in September 2011 by Law
138/2011. The rate will be further increased to 22%. Subject to future changes, such increase
applies to the supply of goods and services carried out from 1, July, 2013 for VAT purposes.

The two reduced rates (4% and 10%) are, instead, unchanged.

Main changes introduced by the so called “Community law 2010”

Some important changes in the VAT law provisions have been introduced by Law
no.217/2011. In particular:

 the circumstances under which quarterly refund claims are allowed have been
extended;

 in case of services falling under the general rule (art.7- ter of Presidential Decree
no.633/1972) supplied by taxable persons established abroad and received by Italian
established taxable persons, and vice versa, the taxable event is deemed to be the
moment in which the services are complemented, or, in case they are provided on
continuous basis, at the date of “accrual” of the consideration. In case considerations
is wholly or partly paid prior to the occurrence of the events indicated above, the
transactions is deemed to be carried out, within the limits of the paid amount, at the
date of payment. In case the above mentioned transactions are carried out
“continuously within the framework of a period over one year and not entailing down
payments or even partial payments in the same period”, they are deemed to be
carried out at the end of each calendar year until the conclusion of the services.

Main changes introduced by the so called “Stability Law 2013”

The so called “Stability Law 2013” (Law no.228/2012) implemented the provisions included in
Dir. 2010/45/EU with reference to the modifications regarding invoicing. In particular it has
been introduced:

 a new definition of electronic invoice in order to remove existing burdens;
 the obligation to issue an invoice also for supply of goods and provision of services falling

outside the scope of Italian VAT;
 modifications to rules concerning the chargeability of VAT on intra-EU supplies and

acquisitions of goods as well as to the relevant invoicing rules.

4. Financial Transaction Tax

The “Stability Law 2013” introduced a new tax on financial transactions (“FTT”). The following
transactions are subject to tax:

 transfer of shares and securities representing equity investments: starting as of
March 1st, 2013, the transfer of ownership of shares, participating financial
instruments, which have been issued by companies resident in Italy, and securities
representing equity investments if the issuer of the instrument represented is
resident in Italy, are subject to an FTT of 0.20% (0.22% only in 2013) on the
transaction’s value. The rate is reduced by an half (0.10% or 0.12% for 2013) for
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transactions in the regulated markets and multilateral trading facilities. The FTT is
due by the purchaser;

 derivatives financial instruments: starting as of July 1st, 2013, derivatives are subject
to FTT to the extent that the underlying or reference value consists mainly, on one or
more of the above mentioned financial instruments. Derivatives on interest rates,
currencies, value of the goods and financial instruments different from the above are
not taxed. The tax is determined with a fixed amount depending on the kind of
instrument and value of the contract (from a minimum of 0.001% to a maximum of
0.05%) and is paid by both counterparties of the transaction. Tax reductions are
provided for transactions carried out on standardized markets;

 high frequency trading: starting on March 1st, 2013 (July 1st, 2013 for derivatives) high
frequency trading which have as their object financial instruments identified as
above, are subject to a tax with a rate of 0.02% on the value of orders cancelled or
modified that in a daily market exceeded the specific threshold that will be
established by the implementing decree. The FTT on high frequency trading is due by
the entity on behalf of which the referred orders are executed.

In addition to the objective exclusions depending on the nature or the kind of operations,
the FTT doesn’t apply in certain cases including the following:

 the issue and cancellation of shares and participating financial instruments, the
conversion of bonds into new shares and temporary acquisition operations
(including lending of shares);

 transactions between companies which are bind by a control based on shares
owned or taking place within corporate reorganizations;

 transfer performed in a regulated market if related to companies with an average
market capitalization lower than Euro 500 Million.

Many essential elements of the new tax will be disciplined by a ministerial decree.
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NORWAY

Hydroelectric power generates 97 percent of Norway’s electricity production, and income from
hydropower plants are subject to special rules concerning taxation. The tax on corporate level
consists of 4 elements (in addition to license fee and license power supply):

 Corporation tax / ordinary income tax

 Resource rent tax

 Natural resource tax

 Property tax

Wind farms and network companies are so far taxed in accordance with general taxation rules.

As from 2013 only a few changes have been decided:

Real Estate Municipal Tax (IMI)

The municipalities may decide to levy a municipal property tax. The rate is 0.7 per cent, based
upon a calculated market value for hydro power plants. This calculated market value may vary
between a fixed minimum- and maximum value. The maximum value has been raised by 11 per
cent from 2013. This is expected to increase the total property tax for hydro power plants by 40
million EUR in 2013.

Consumption taxes

The increase in energy tax is normally tied to the rate of inflation. The energy tax rates for 2013
are NOK 0.1161 per kWh (+ 1.9%, 0.015 euro) and 0.0045 NOK per kWh (0.0006 EURO) for
manufacturing industry.
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PORTUGAL

As occurred last year, the State Budget Law for 2013 was approved by the Portuguese Parliament
in a period of economical austerity. Thus, the fiscal measures that were enforced as of 1 January
2013 have as main objective the increase of revenue and were designed to meet tough fiscal
goals under the international bailout agreements.

The present document summarizes the major tax law measures introduced by the State Budget
for 2013, which also affect companies operating in the electrical sector in Portugal.

1. Corporate Income Tax (“CIT”)

Limitation on Financial Expenses Deduction

The 2013 Budget Law introduced limitation rules on the tax deductibility of financial expenses.

According to these rules the tax deduction of net financial expenses is limited to the higher of the
following amounts (i) € 3 million or (ii) 30% of the EBITDA (it was foreseen a transitional provision
according to which the EBITDA limit will be of 70% in 2013, 60% in 2014, 50% in 2015, 40% in
2016 and 30% in 2017).

Net financial expenses that cannot be deducted in a certain period (as the limits were exceeded)
may be carried forward to the following five fiscal years, jointly with those incurred in the
relevant tax period, provided that the general limits of € 3 million or 30% of EBITDA are not
exceeded. On the other hand, the unused fraction of the 30% threshold may be also carried
forward for five years and added to the limit applicable in the relevant tax period.

The net expenses are computed at individual company level even if companies are taxed within a
tax group.

Credit and financial institutions (including branches of foreign entities) and insurance companies
are excluded from this rule.

State Surtax

Portuguese CIT is levied at a 25% rate, to which may be added a municipal surtax (derrama
municipal) up to 1.5% levied on taxable profits, as well as a state surtax (derrama estadual) of 3%
and 5% on taxable profits exceeding € 1.5 million and € 10 million, respectively.

The 2013 Budget Law foresaw the decrease of the threshold for the application of the 5%
Corporate State Surtax from € 10 million to € 7.5 million. Thus the maximum aggregated CIT rate
can reach 31.5% for taxable income above the €7.5 million threshold.

As such surtax is levied through an additional payment on account (an advance payment
mechanism) equivalent to 2.5% and 4.5% of the taxable profits of the previous fiscal year, this
payment was also increased according to the new threshold.

Income derived by non-residents

The following categories of income are now subject to a withholding tax rate of 25% (previously
15%) unless a relief is available through the application of non-double taxation tax treaties:
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- Income from technical assistance and know-how, intellectual or industrial property rights;
- Income from the lease of agricultural, industrial, commercial or scientific equipment;
- Commissions from the intermediation of any contracts and other services rendered or

used in Portugal, except for those related to transport, communications and financial
activities; and

- Income from the lease of real estate.

2. Excise Duties

Natural Gas Taxation

The 2013 State Budget Law introduced an excise duty on the consumption of natural gas,
implementing the EU Council Directive 2003/96/EC, dated 27 October 2003, which restructures
the Community framework for the taxation of energy products and electricity.

The tax rate is € 2.84/GJ for natural gas used as propellant and € 0.30/GJ for other uses and will
be levied on traders that will charge this tax burden to final consumers.

The consumption of natural gas for the produce of electricity and the combined heat and power
generation (cogeração) is exempt.



28

SPAIN

2012 has been a year with a very relevant increase in the number of taxes that affect directly the
activities of the electricity sector:

National level:

At national level, we can emphasize:

 The “Law 15/2012, of 27 December, on fiscal measures for the energetic sustainability”, that has
created two new taxes on the electricity production and on the nuclear wastes.

 The “Royal decree-law 20/2012, of 13 July, on measures aimed at assuring budgetary stability and
promoting competitiveness” has introduced an increase of the rate in the Value Added Tax (VAT)
from 18% in 2011 at 21% in 2012 for end users.

STATE

TAX OR LEVY TAXABLE EVENT TAXABLE INCOME TAX LIABILITY

TAX ON THE VALUE
OF THE PRODUCTION

OF ELECTRICITY
ENERGY

LAW 15/2012

Production and
incorporation into the
electric system of electric
energy measured at power
station bus bars and reduced
in the auxiliary
consumptions  and grid
losses

The total amount that
would have been payable to
the owner of the power
station, for its electric
energy.

7%

TAX ON THE
PRODUCTION OF

SPENT NUCLEAR FUEL
AND RADIOACTIVE

WASTES

LAW 15/2012

Production of spent nuclear
fuel  and radioactive wastes

a) Kg. of heavy metal
contained in used nuclear
fuel defined as spent fuel
that has been irradiated in
and permanently removed
from a reactor

b) Cubic meters of wastes of
intermediate level, low level
and very low level of activity
equipped for the temporal
storage on the power plants
that had generated this
wastes.

a) 2.190 € x Kg of
heavy metal.

b)

 Wastes of  low
level and
intermediate
level, of activity
6.000 €/cubic
meter
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 Wastes of very
low level of
activity 1.000
€/Cubic meter.

FEE FOR UTILIZATION
OF  CONTINENTAL

WATERS TO
PRODUCE

HIDROPOWER

Use and benefit of public
goods for the production of
hydroelectric energy.

Economical value of
hydroelectric energy
produced and measured in
bus bars power station

22%

Reductions of 90%
on the tax liability

 Installations
with power ≤ 50
MW.

 Installations
with pumps
with power
greater of 50
MW
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Regional level:

At Regional level (Autonomous Communities), we can emphasize that three Regional Governments:
Castilla y León, Valencia and La Rioja have created new environmental taxes that affect directly the
electrical companies.

AUTONOMOUS COMMUNITY OF  CASTILLA Y LEON

TAX OR LEVY TAXABLE EVENT TAXABLE INCOME TAX LIABILITY

LEVY ON DAM WALL
RESERVOIR WATER

LAW 1/2012

Substantial modification
of the natural values of
the rivers (dam wall
higher of 20 meters  or
reservoirs with a capacity
superior at 20 cubic
hectometers) to produce
electricity

Hm3+50 x
height meters of
dam wall

100€ x for each unit of the
module define in the taxable

income

Minimum Levy

5.000€ x
installed capacity in MW

Maximum Levy

15.000€
x installed capacity in MW

LEVY ON NETWORKS

LAW 1/2012

Visual and Environmental
Impact of electricity high
tension networks

Networks
km in length with
capacity equal to
or greater than
220Kv transmission
lines.

700€ x Km of transmission
lines

LEVY ON WIND
ELECTRICITY
GENERATION

LAW 1/2012

Visual and environmental
impact of wind farms

Number of wind
turbines

<501Kw                           2.000 €

501-1.000                         3.800€

1.001-1.500                      6.000
€

1.501-2.000                      8.500
€

+ of 2.000                        12.000€

x  each wind turbine
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AUTONOMOUS COMMUNITY OF VALENCIA

TAX OR LEVY TAXABLE EVENT TAXABLE INCOME TAX LIABILITY

TAX ON ACTIVITIES

WHICH HAVE AN
IMPACT ON THE
ENVIRONMENT

LAW 10/2012

Development of the
following activities in the
territory of the
Autonomous Community
of Valencia:

a) Production of
electricity

b) Emission of polluting
gases on the
atmosphere (NO) or
(SO2).

Exemptions:

Production of solar energy,
wind energy, biomass and
biogas energy

a) Production of
renewable energy.

b) Development of the
taxable activities by
the State, the
Autonomous
Community, the local
public authorities and
the public
organizations

a) KWh
electricity
production

b) Metrics Tn=
((N0 + (NO2 x
1.5)+ SO2)

Tax reductions:

NO – 150 metric
tons

SO2 - 150 metric
tons

a) Electricity production:

 Nuclear Energy:
0.0018€/KWh

 No Nuclear neither hydro
energy: 0.0008 €/ KWh.

 hydro energy: 0.0004€/KWh

b) Emission of polluting gases
on the atmosphere ( E/Tm
annual):

Until 1,000 tons;
9€

From 1,000.01 tons to 3,000;
12€

From 3,000.01 tons to 7,000
18€

From 7,000.01 tons to 15,000
24€

From 15,000.01 tons to 40,000
30€

From 40,000.01 tons to 80,000
38€

More than 80,000 tons
50€

Fiscal discount:

On the tax on NO and SO2

Emissions:

7% of the tax liability

when the performance of
automatic analysers of
measuring

is of 90 % or more

5% of the tax liability

when the performance of
automatic analysers of
measuring

is between 80% and 90%



32

AUTONOMOUS COMMUNITY OF VALENCIA (continues)

TAX OR LEVY TAXABLE EVENT TAXABLE INCOME TAX LIABILITY

TAX ON

DEPOSITING WASTE
IN DUMPS

LAW 10/2012

Deposit of waste in dumps
located in the Autonomous
Community of Valencia for
its elimination

Metric Tons or m3

of waste
a) No dangerous waste and

susceptible to valorization.
5€/Ton

b) No dangerous waste and
no susceptible to
valorization. 3€/Ton

c) Construction and
demolition waste 0,5€/m3

d) Dangerous waste and
susceptible to valorization.
10€/T0n

e) Dangerous waste and not
susceptible to valorization.
7€/Ton

AUTONOMOUS COMMUNITY OF LA RIOJA

TAX OR LEVY TAXABLE EVENT TAXABLE
INCOME

TAX LIABILITY

TAX ON

DEPOSITING WASTE IN
DUMPS

LAW 7/2012

Deposit of waste in
dumps located in the
Autonomous
Community of La Rioja

Exemptions:

Deposit of households
waste in dumps of
competence of the
State, Autonomous
Community or
municipalities.

Deposit of waste in
dumps ordered by
public authorities in
circumstances or “force
majeure”

Deposit of not
dangerous industrial

Metric Tons of
waste

 21€ x Metric Ton of
dangerous waste

 12€ x Metric Ton of not
dangerous waste

 4€ x Metric Ton of inert
and not susceptible to
valorization waste
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waste in private dumps
superior at 15,000
Metric Ton /per year for
whoever produces the
waste

TAX ON THE VISUAL
IMPACT OF ELECTRICITY
TENSION NETWORKS

LAW  7/2012

Visual and
environmental impact of
electricity networks

Exemptions:

-Underground networks

-Railway networks

-Low voltage networks:

 Voltage equal to or
below 1000 volts AC

 Voltage equal to or
below 1500 volts DC

Km of network  700€ x Km of network
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SWEDEN

1. Introduction

The Swedish taxation of energy is regulated in the Act on Excise Duties on Energy (SFS
1994:1776). The Act contains the within EU harmonised taxation of energy products (fossil fuels
like petrol, diesel, heating oils, coal and natural gas and also some non-fossil fuels like vegetable
and animal fats and fatty acid methyl esters) and electricity.

There are three different kinds of excise duties, which are levied on fuels – energy tax, carbon
dioxide tax and sulphur tax. In most cases VAT is also added.

Energy tax is levied on the consumption of electricity in Sweden. The rate is differentiated
according to the type of activity (industrial, service sector, households etc.) and where in the
country the consumption takes place.

The energy and carbon dioxide tax in Sweden is index tied to the rate of inflation.

A uniform energy tax on fossil fuels was introduced from January 1st 2011. The level is 8 öre/kWh
(100 öre = 0.085 Euro). For the industry, agriculture, CHP a 70% deduction is decided.

A 93 % reduction of the carbon dioxide tax was granted from January 2011 for fuels used for the
production of heat in a combined heat and power plant (CHP) within the EU ETS system. This was
changed to 100% reduction from January 2013.

From 1st of January 2011 the electricity efficiency in a CHP must be minimum 15 %, otherwise no
reduction of the carbon dioxide tax.

A 100 % reduction of the carbon dioxide tax is granted from January 2011 for fuels used in the
industry within the EU ETS system.

A 79 % reduction of the carbon dioxide tax is granted for heating purpose for fuel used in the
industry and CHP during year 2010 outside the ETS system. From year 2011 the reduction is only
70 %.

2. Corporate Income Tax (IRC)

All companies are subject to income tax on their profits. The rate of taxation was lowered from
28 to 26.3 % in year 2009.  From the year 2013 it has been lowered further to 22%. The rate of
taxation for dividends to shareholders will remain at 30% (tax on capital).

3. Personal Income Tax (IRS)

The tax rate varies dependent of the taxpayers’ income and home address. The different
communities have the right to decide the tax rate level for their taxation. Normally the tax rate is
around 30% of the income. For high incomes there are two different levels (20 and 25%) of state
tax.
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4. Value Added Tax (VAT)

Value added tax (VAT) is levied on all kinds of energy consumption with the exception of fuels
used for air navigation. The tax rate is 25 %.

5. Stamp Duty (IS)

6. Real Estate Municipal Tax (IMI) and other property related taxes

A tax on real estate is levied on the industry including electricity companies. The tax is 0.5 % of
the real estate property value. The tax is a State Tax.

On January 1st 2006 the real estate tax on hydro power plants was increased from 0.5 % to 1.7 %
of the real estate value. On January 1st 2008 the real estate tax was increased to 2.2 %. On
January 1st 2011 the real estate tax on hydro power was increased further to 2.8 %. For 2013 the
tax rate will remain at 2.8% but the due to a new estimation of the values of the hydro power
plants, the real estate values will increase up to 70% with an average of 50%. This will result in an
increased tax of around 2000 MSEK (235 MEURO).

From January 1st 2007 the real estate tax on wind power stations was decreased from 0.5 % to 0.2
% of the real estate value.

There is an additional tax on electricity, which is applied on the production of electricity in a
nuclear plant. This tax is regulated in the Act on Excise Duties on Thermal Capacity on Nuclear
Power Reactors (SFS 2000:466). The tax is based on the thermal production capacity in the
nuclear reactor. The duty rate applicable is 12 648 SEK (1490 euro) per megawatt of the
permitted thermal capacity and calendar month.

7. Statute of Tax Benefits (EBF)

8. Taxpayer Guarantees and Tax Infractions

9. New taxes- Important changes

A 93 % reduction of the carbon dioxide tax was granted from January 2011 for fuels used for the
production of heat in a combined heat and power plant (CHP) within the EU ETS system. This was
changed to 100% reduction from January 2013.

The consumption tax for electricity was increased in Jan 2013 by the average rate of inflation
between years June 2009 to June 2012. For 2013 the increase became just above 1%.

The carbon dioxide tax is also increased by the rate of inflation. The tax is now around 110 öre/kg
CO2. (1Euro = 8.5 Swedish Crowns approx., 1 Swedish Crown is 100 öre) but vary slightly from fuel
to fuel.
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10. Consumption tax electricity year 2013

Type of consumption Energy tax

SEK per kWh euro per kWh

1. Manufacturing industry and agriculture including commercial 0.005 0.0005
greenhouse cultivation

2. Ships in harbours and connected to the grid 0.005       0.0005

3. Other consumption than specified under 1, in the northern parts
of Sweden 0.194 0.0228

4. Other consumption than specified under 1, in the southern parts
of Sweden 0.293 0.0345

Exemptions from energy tax is granted if the electricity is produced in a certain manner or used
for specific purposes, namely
1. produced and consumed on board a craft or other means of transportation,
2. used in connection with the production of electricity,
3. produced in a reserve power station and
4. used in an industrial enterprise that takes part in a five year programme to increase energy
efficiency. The energy savings must at least correspond to the tax relief. No more companies can
sign up for this programme from 1 January 2013 and the programme will be phased out by 2017.
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TURKEY

INTRODUCTION

The tax system in Turkey is progressive. In other words, the higher your income, the higher the
rate at which you will pay tax. Turkish taxation system is formed of a direct taxation system and
an indirect taxation system. Turkish direct taxation system consists of two main taxes; income tax
and corporate tax. There are several indirect taxes in Turkey but most important indirect tax is
V.A.T.

A- TURKISH DIRECT TAXATION SYSTEM

An individual is subject to the income tax on his income and earnings, in contrast to a company
which is subject to corporate tax on its income and earnings. The rules of taxation for individual
income and earnings are provided in the Income Tax Law 1960 (ITL). Likewise, the rules
concerning the taxation of corporations are contained in the Corporation Tax Law 1949 (CTL).
Despite the fact that each is governed by a different legislation, many rules and provisions of the
Income Tax Law also apply to corporations, especially, in terms of income elements and
determination of net income.

1-INCOME TAX:

The income tax is levied on the income of individuals. The term individuals mean natural persons.
In the application of income tax, partnerships are not deemed to be separate entities and each
partner is taxed individually on their share of profit. In general residency criterion is employed in
determining tax liability for individuals. An individual’s income may consist of one or more income
elements listed below:

- Business profits,
- Agricultural profits,
- Salaries and wages,
- Income from independent personal services
- Income from immovable property and rights (rental income)
- Income from movable property (income from capital investment)
- Other income and earnings without considering the source of income.

According to Turkish Budget Law, The rates for 2013 have been announced by the Turkish
Gazette are as follows:

INCOME BAND Tax Rate

up to 10,700 TL (Turkish Liras) 15%

10,700 TL to 26,000 TL 20%

26,000 TL to 60,000 TL 27%

60,000 TL and above 35%

2-CORPORATE TAX:

The corporate tax is levied on the income and earning derived by corporations and corporate
bodies. The income elements by Corporate Tax Law are the same as those covered in the Income
Tax Law. In other words, the Corporate Tax Law sets provisions and rules applicable to the income
resulted from the activities of corporations and corporate bodies, whereas the income Tax Law
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deals with the income derived by individuals. Corporations and corporate bodies specified by the
Law as taxpayers in respect to the corporate tax are as follows:

- Capital companies and similar foreign companies;
- Cooperatives;
- Public enterprises;
- Enterprises owned by foundations societies and associations;
- Joint ventures.

Tax Liabilities: According to the Corporate Tax Law, those legal entities covered by the law, which
their legal head office situated in Turkey, or the place of effective management in Turkey are
taxed on their world-wide income (unlimited liability).

Tax Rates: Corporate income tax is applied at 20 % rate on the corporate earnings.  Taxpayers
(only for income from commercial activities and agriculture in limited tax liability cases) pay
provisional tax at the rate of corporate tax; these payments are deducted from corporate tax of
current period.

B- TURKISH INDIRECT TAXATION SYSTEM

1- VALUE ADDED TAX

In Turkey, there are several indirect taxes but most important indirect tax is V.A.T. The Turkish
Tax System levies value added tax on the supply and the importation of goods and services. The
Turkish name for Value Added Tax is Katma Değer Vergisi, abbreviated to KDV. Liability for VAT
arises;

(a) when a person or entity performs commercial, industrial, agricultural or independent
professional activities within Turkey,
(b) when goods or services are imported into Turkey.

VAT is levied at each stage of the production and the distribution process. Although liability for
the tax falls on the person who supplies or imports goods or services, the real burden of VAT is
borne by the final consumer.  VAT taxpayers are defined in the VAT Law as those engaged in
taxable transactions, irrespective of their legal status or nature and their position with regard to
other taxes.

Tax Rates

Standard rate:

The standard rate of VAT on taxable transactions is set at 10% in the VAT Law, but this rate was
increased to 18% as of 15 May 2001.

Special rates:

 For the deliveries and services mentioned in List No.I,  ____  1% (e.g. agricultural products
such as raw cotton, dried hazelnuts, supply and leasing of goods within the scope of the
Finance Leasing Law)

 For the deliveries and services mentioned in List No. II,  ____ 8% (e.g. basic food stuffs,
books and similar publications)
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2-OTHER INDIRECT TAXES:

Stamp tax:

Stamp Tax applies to a wide range of documents, including but not limited to, contracts,
agreements, notes payable, letters of credit and letters of guarantee, financial statements and
payrolls. Stamp duty is levied as a percentage of the value stated on the document at rates
ranging from 0.15% to 0.75%. The Stamp Tax Law provides that each relevant party shall be
responsible for payment of the total amount of stamp tax on the agreements. Each original
document is separately subject to stamp tax.

Motor vehicle tax:

The subject of the tax is motor vehicle. Taxable event is registration of the motor vehicles in the
traffic, municipality and docks.  The amount of Motor Vehicle Tax for land transportation vehicles
is determined according to their weight, age, cylinder capacity and the fuel used.

Banking and Insurance Transactions Tax (BITT):

The subject of the tax is transactions and services produced by banks, bankers and insurance
companies. Taxpayers are banks, insurance companies and bankers. Banks and insurance
companies are exempt from VAT, but are subject to BITT at a rate of 5%, which is due on the
gains of such companies from their transactions. The purchase of goods and services by banks
and insurance companies is subject to VAT but is considered as an expense or cost for recovery
purposes.

Gambling Tax:

The subject of the tax is betting, lotteries and other forms of gambling. Taxpayers are composers
of gambling activities and Gambling Tax is calculated by applying fixed or specific rate of tax.

Inheritance and Gift Tax:

Items acquired as gifts or through inheritance are subject to a progressive tax rate ranging from
10% to 30% and 1% to 10%, respectively, of the item's appraised value. Tax paid in a foreign
country on inherited property is deducted from the taxable value of the asset. Inheritance and
Gift Tax is payable in biannual installments over a period of 3 years.

Property Taxes:

Property taxes are paid each year on the tax values of land and buildings at rates varying from
0.1% to 0.3%. In the case of the sale of a property a 1% levy is paid on the sales value by both the
buyer and the seller. Property tax returns are filed in every four years and annual taxes are paid in
two equal installments.
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Communication Tax:

All types of installation transfer and telecommunication services given by mobile phone operators
are subject to 25% Special Communication Tax. The tax base for Special Communication Tax is the
same as the Value Added Tax base.

Education Contribution Fee:

Transactions and certain documents stated in the related law are subject to Education
Contribution Fee in different amounts. Education Contribution Fee is taken as a fixed levy
according to the document or the transaction.

Customs Duty:

Goods imported from abroad are the subject of the tax. Taxable events are free circulation of
goods, registration of customs declaration, and temporary importation in case of partial
exemption. Taxpayer is principally person who declare to the customs office.

Fees:

There are different types of fees: Judgment Fees, Notary Fees, Tax Judgment Fees, Title Deed
Fees, Consulate Fees, Ship and Harbor Fees, Permit of License and Certificate Fees, Traffic Fees,
Passport, Visa and Ministry of Foreign Affairs Certification Fees.

Special Consumption Tax:

Goods in the Lists attached to the Special Consumption Tax Law are the subject of the tax. For
goods in the Lists, Special Consumption Tax is charged only once. There are mainly 4 different
product groups that are subject to special consumption tax at different tax rates;

· List I is related to petroleum products, natural gas, lubricating oil, solvents and derivatives of
solvents.
· List II is related to automobiles and other vehicles, motorcycles, planes, helicopters, yachts.
· List III is related to tobacco and tobacco products, alcoholic beverages and cola.
· List IV is related to luxury products.
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UNITED KINGDOM

Legislation containing UK tax code changes is generally introduced on the day of the Budget
Announcement.  Most of 2013 changes have been pre-announced in December 2012.

The 2013 Budget Announcement will be made on 20 March 2013 and may contain other
measures or changes.

Corporation tax – the main rate

The main rate of the UK corporation tax will be reduced from the current 24% to 23% as of 1 April
2013.  The Government previously stated that it intends to reduce the rate further down to 22%
in 2014.

General Anti-Abuse Rule

The Government will introduce a general anti-abuse rule (GAAR).  GAAR would apply to income
tax, corporation tax, capital gains tax, petroleum revenue tax,  national insurance contributions
and stamp duty land tax. VAT will be excluded from the scope of the GAAR on the basis that VAT
already has its own anti-abuse rules derived from EU law.

Climate Change Levy

Consumption of electricity is currently within the scope of the Climate Change Levy (“CCL”) –
currently a single-stage tax non-recoverable by the consumer/user.  CCL is not charged on energy
supplied to households and on other supplies of energy qualifying for the reduced rate of VAT.

CCL on electricity supplies is charged at the following rates:

01/04/12 – 31/03/13 £0.00509 per KWh

From 01/04/13 £0.00524 per KWh

The new Carbon Price Floor (CPF) mechanism is introduced from 1 April 2013.  Supplies of fossil
fuels used in most forms of electricity generation will become liable either to CCL or fuel duty
from that date.  Such supplies will be subject to CCL at the relevant Carbon Price Support rate
(CPS), depending on the type of the fossil fuel used, which will be determined by the average
carbon content of each fossil fuel. The CPS rates reflect the differential between the future
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market price of carbon and the floor price determined by the Government and are different from
main CCL rates levied on consumers’ use.

The announced CPS rates are equivalent to £4.94 per tonne of carbon dioxide (tCO2).  From 1
April 2014, the CPS rates of CCL and fuel duty will be equivalent to £9.55 per tCO2.  The rates for
2013-14 and 2014-15 will be:

Supplies of
commodity

CPS rate Unit

CCL rate 2013-14 CCL rate 2014-15

Gas £0.00091 £0.00175 per kWh

Liquefied petroleum
gas

£0.01460 £0.02822 per kg

Coal £0.44264 £0.85489 per GJ

fuel duty rate 2013-14 fuel duty rate 2014-15

Fuel oil; other heavy
oil; rebated light oil

£0.01568 £0.03011 per litre

Gas oil; rebated
bioblend

£0.01365 £0.02642 per litre

Only coal with a gross calorific value of more than 15 gigajoules (GJ) per tonne will be subject to
the CPS rate.

Electricity generators will be required to self-account for and pay CPS.

For non-CHP stations

 Oil used to generate electricity will be effectively subject to fuel duty at CPS rates for all
generators;

 Coal, gas or LPG used to generate electricity by generators with generating capacity over
2MW (aggregated across connected persons) will be subject to CCL at CPS rates;

 Coal, gas or LPG used to generate electricity by generators with generating capacity of
2MW or lower (aggregated across connected persons) will not be subject to CCL at either
main or CPS rates.

For CHP stations registered under the certification programme
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 CHP station operator with a generating capacity above 2MW (determined on a
standalone basis) will be liable for CCL at CPS rates but only on deemed proportion of
supplies of coal, gas or LPG used to generate electricity outputs.

 Oil used to generate electricity at CHP stations will be effectively subject to fuel duty at
CPS rates (only the quantity of oil used to generate electricity).

 Supplies of fossil fuels for CHP generation of non-electricity outputs of good quality will
continue to effectively enjoy CCL exemption (or fuel duty relief).
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