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The CJEU to rule on the Spanish tax on electricity
production

The European Court of Justice is expected to issue a final decision before the year-end on the
pending cases regarding the Spanish tax on electricity production, which could have an
impact in the industry of EUR 10 million.

The Spanish Tax on the Value of Electricity
Generation has been controversial since its
introduction in 2012 to tax the production and
incorporation of electricity. Nowadays the
journey of the Spanish Tax on the Value of
Electricity Generation (hereinafter “IVPEE" by
its Spanish acronym) seems to be coming to an
end according to the recent news coming from
the Court of Justice of the European Union
("CJEU™), which indicate that there will be a
decision before the end of the year. In this
sense, the Court is likely to rule about the
preliminary ruling made at the request of the
High Court of Justice of the Autonomous
Community of Valencia, which questioned the
compatibility of the IVPEE with the legal
system of the European Union.

The IVPEE is applied throughout the Spanish
territory and is levied on the generation of
electricity and feeding of electricity into the
grid, particularly affecting those who obtain
their electricity from renewable sources. The
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constitutionality of this tax has already been
questioned several times and it was even
suspended for a period of six months between
2018 and 2019. Nevertheless, the Spanish Tax
Authorities have continued to collect EUR 1,500
million per year since 2013. Because of these
substantial amounts, the potential invalidation
of the IVPEE could have severe consequences
for the Spanish electricity industry, as a
consequence of the avalanche of individual
claims and reimbursements, and also
considering their already weakened situation.

It is important to highlight that the decision of
the CJEU would have an impact on all the open
cases concerning this tax, and not only on
those cases brought before the CIEU by the
claimants. This was also the case of the CIEU's
decisions some years ago on the controversial
abusive mortgage clauses (known as the
“Floor Clauses"). Although a favourable
decision is expected, the final ruling could take
different paths, including the limitation of the
effects of the invalidation of the tax. In any
case, we will have to be very careful on the
conclusion of the Court of Justice of the
European Union and the consequences of its
implementation.

Our recommendation for clients who have
been subject to this tax is to challenge their
IVPEE tax returns before the CJEU issues a
decision, in order to be able to recover the
amounts already paid in the event the CJEU
rules in favour of the nullity of this tax.
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About the "ETLC"

The WTS Global European Tax Law Center (ETLC)
consists of dedicated tax experts from WTS Global
specializing on recent news, developments and
court decisions at EU level.

The ETLC newsflash will bundle the most relevant
information and provide first hand analysis by tax
experts from WTS Global.

About WTS Global

With representation in over 100 countries, WTS Global
has already grown to a leadership position as a
global tax practice offering the full range of tax
services and aspires to become the preeminent non-
audit tax practice worldwide. WTS Global deliberately
refrains from conducting annual audits in order to
avoid any conflicts of interest and to be the long-term
trusted advisor for its international clients. Clients of
WTS Global include multinational companies,
international mid-size companies as well as private
clients and family offices.

The member firms of WTS Global are carefully
selected through stringent quality reviews. They are
strong local players in their home market who are
united by the ambition of building a truly global
practice that develops the tax leaders of the future
and anticipates the new digital tax world.

WTS Global effectively combines senior tax
expertise from different cultures and backgrounds
and offers world-class skills in advisory, in-house,
regulatory and digital, coupled with the ability to
think like experienced business people in a
constantly changing world.
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The above informationisintendedto providegeneralguidance with
respect to the subject matter. This general guidance should not be
relied on as a basis for undertaking any transaction or business
decision, but rather the advice of 3 qualified tax consultant should be
obtained based on a taxpayer's individual circumstances. Although
our articles are carefully reviewed, we accept no responsibility in
the event of any inaccuracy or omission.For furtherinformation
please refer tothe author.
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