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European electricity & gas sector strongly supports
anti-VAT fraud measures proposed by the European
Commission and the Irish Council Presidency

Since 2009, our nine European associations, comprising regulators, exchanges, brokers, clearing
houses, gas and electricity transmission system operators, energy trading firms as well as gas and
electricity utilities, have united to take action to combat VAT fraudsters’ attempts to penetrate our
markets, as previously mentioned in our December 2011 Joint Statement. Despite the coordinated
action of EU energy stakeholders, a series of measures taken at the national level and our
repeated warnings 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.

Long term fiscal measures are now needed to eradicate the risk of VAT fraud in the gas
and electricity sector to prevent significant VAT losses to Member States’ Exchequers
similar to those experienced in the CO, emissions trading markets in 2009'. Hence, our
associations met in March 2013 with the Irish Council Presidency to express our concerns and identify
potential solutions. The European Commission and the Irish Presidency of the Council of the
European Union presented an anti-VAT Fraud Package which would equip EU countries
with real armour against fraudsters including:

e 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.

e 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.

We welcome the European Commission’s and the Irish Council Presidency’s resolve to
push forward measures to combat VAT fraud. We encourage Member States to work
towards reaching agreement on a proposal which could secure unanimous support. The
adoption of this package would remove the vulnerability to fraud faced by the wholesale electricity
and gas markets, and would thus protect market integrity by permitting freedom of commerce and
fair competition on behalf of European consumers.

This holds true for all industries exposed to fraudulent activities. Therefore, we call out to other
sectors threatened by VAT fraud to join forces to publicly support the proposed package,
and strongly urge ALL Member States to act now to protect the safety and integrity of EU
wholesale markets for the benefit of the final customer.

Brussels, 25 March 2013


http://www.energy-regulators.eu/portal/page/portal/EER_HOME/EER_PUBLICATIONS/PRESS_RELEASES/Tab1/Joint%20statement%20on%20VAT%20Fraud%20Prevention_FINAL_06-12-2012.pdf
http://register.consilium.europa.eu/pdf/en/13/st06/st06717-re01.en13.pdf
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Europaische Strom- und Gasbranche unterstitzt
Vorschlage der Europadischen Kommission und der irischen
Ratsprasidentschaft zur Bekampfung von Umsatzsteuerbetrug

Wir, neun europdische Verbdnde, zusammengesetzt aus Regulatoren, Borsen, Brokern,
Clearinghdusern, Ubertragungsnetzbetreibern fiir Strom und Gas, Energiehandels- und
Energieversorgungsunternehmen, haben uns seit 2009 zusammengeschlossen, um gemeinsam den
Umsatzsteuerbetrug in unseren Markten zu bekampfen. (Eine entsprechende Gemeinsame Erkldrung
hatten wir im Dezember 2011 veréffentlicht.) Trotz der koordinierten Arbeit einer Vielzahl
europadischer Energieakteure und verschiedener MaBnahmen auf nationaler Ebene sowie
unserer wiederholten Warnungen an die zustidndigen Behorden lassen sich zunehmend
immer raffinierter werdende Betrugsfille beobachten. In diesem Zusammenhang wurden
erste Fille von Umsatzsteuerbetrug im Strom- und GasgroBhandel gemeldet.

Um das Risiko von Umsatzsteuerbetrug im Gas- und Stromsektor nachhaltig zu
beseitigen, und signifikante Schaden fiir die Haushalte der Mitgliedsstaaten, wie sie
beispielsweise im CO,-Emissionsrechtehandel im Jahr 2009 aufgetreten waren, zu
vermeiden, bedarf es langfristiger steuerpolitischer MaBnahmen'. Vor diesem Hintergrund
haben wir uns im Marz 2013 mit der irischen Ratsprasidentschaft getroffen, unsere Bedenken
geduBert und mogliche Lésungen aufgezeigt. Das von der Europdischen Kommission und der
irischen Ratsprasidentschaft vorgestellte MaBnahmenpaket zur Bekampfung von
Umsatzsteuerbetrug wiirde die EU-Mitgliedsstaaten mit wirksamen Instrumenten gegen
Umsatzsteuerbetrug ausstatten. Das Paket umfasst folgende Schwerpunkte:

e Mdglichkeit zur nationalen Einflihrung des Reverse-Charge-Verfahrens in sensiblen Sektoren
und Erweiterung auf solche Sektoren, fiir die bereits Ausnahmeantrage gestellt wurden, wie
etwa im Falle des GroBhandels von Strom und Gas. Beim Reverse-Charge-Verfahren wird die
Steuerschuldnerschaft vom Verkdufer auf den Kaufer (bertragen, was nachhaltig die
Moglichkeit zum Umsatzsteuerbetrug unterbindet.

e Einflihrung eines schnellen Reaktionsmechanismus (,Quick Reaction Mechanism'), der die
Mitgliedsstaaten dazu berechtigt, einen Ausnahme von der Richtlinie 2006/112/EC zu
beantragen. Dies ermdglicht es ihnen, schnelle steuerpolitische MaBnahmen umzusetzen, um
so das Risiko von unbekannten, plétzlich auftretenden massiven Umsatzsteuerbetrugsfallen
kurzfristig einzudammen.

Wir begriiBen das Engagement der Europdischen Kommission und der irischen
Ratsprasidentschaft, MaBnahmen gegen Umsatzsteuerbetrug voranzutreiben. Wir
mochten die Mitgliedsstaaten dazu ermutigen, sich auf einen Vorschlag zu einigen, der im
Rat der EU einstimmige Unterstiitzung findet. Die Verabschiedung des Paketes wiirde die
Anfalligkeit flir Umsatzsteuerbetrug beseitigen, mit denen die Strom- und GasgroBhandelsmarkte
momentan konfrontiert sind. Auf diese Weise wiirde die Integritdt des Marktes geschiitzt und der
Binnenmarkt und faire Wettbewerb im Sinne der europaischen Verbraucher gestarkt.

Dies gilt fur alle Wirtschaftsbereiche, die betriigerischen Aktivitdten ausgesetzt sind. Deswegen laden
wir andere Sektoren, die ebenfalls vom Umsatzsteuerbetrug bedroht sind, nachdriicklich
dazu ein, sich uns anzuschlieBen, und das vorgeschlagene MaBnahmenpaket 6ffentlich zu
unterstiitzen. Wir méchten zudem alle Mitgliedsstaaten dazu anhalten, jetzt zu handeln,
um die Sicherheit und Integritait der EU-GroBhandelsmirkte zum Wohle der
Endverbraucher zu schiitzen.

Briissel, den 25. Marz 2013


http://www.energy-regulators.eu/portal/page/portal/EER_HOME/EER_PUBLICATIONS/PRESS_RELEASES/Tab1/Joint%20statement%20on%20VAT%20Fraud%20Prevention_FINAL_06-12-2012.pdf
http://register.consilium.europa.eu/pdf/en/13/st06/st06717-re01.en13.pdf
http://register.consilium.europa.eu/pdf/en/13/st06/st06717-re01.en13.pdf
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Le secteur européen de I'électricité et du gaz soutient
énergiquement les mesures de lutte contre la fraude TVA
proposées par la Commission et la présidence irlandaise de I'UE

Depuis 2009, les neuf associations européennes du secteur de |'électricité et du gaz naturel
(régulateurs, bourses de I'énergie, courtiers, chambres de compensation, gestionnaires de réseaux de
transport, sociétés de négoce d'énergie, sociétés de production et de commercialisation d'électricité et
de gaz) se sont unies pour prendre des mesures afin d’empécher les tentatives d'intrusion de
fraudeurs a la taxe sur la valeur ajoutée (TVA) au sein des marchés de gros de I'électricité et du gaz,
comme elles s'y étaient engagées dans leur Déclaration commune de décembre 2011. En dépit de
I'action coordonnée de tous les acteurs européens, des mesures prises par certains Etats et de nos
alertes constantes adressées aux autorités, les fraudeurs ont accru leur sophistication et les premiers
signes de fraude a la TVA sur les marchés de gros de I'électricité et du gaz ont été rapportés.

L'adoption de mesures fiscales pérennes est indispensable pour éradiquer le risque de
fraude a la TVA dans le secteur du gaz et de I'électricité et empécher que les budgets des
Etats membres subissent de nouveau des pertes de TVA similaires a celles endurées en
2009 sur les marchés de quotas de CO2'. Dans cette perspective, nos associations ont rencontré
la présidence irlandaise de I'Union européenne en mars 2013 pour lui exprimer leurs craintes et
étudier les solutions possibles. Le train de mesures contre la fraude a la TVA présenté par la
Commission et la présidence irlandaise du Conseil de I'Union européenne mettrait a la disposition
des Etats membres de réels moyens de défense contre les fraudeurs, et en particulier :

¢ Un mécanisme d’auto-liquidation de TVA, optionnel pour chaque Etat Membre, applicable aux
secteurs économiques déja visés par la fraude, comme les marchés de gros de I'électricité et
du gaz. L'auto-liquidation transfére |'obligation de collecter la TVA du fournisseur des
marchandises au client, supprimant ainsi toute possibilité de fraude TVA sur ces transactions.

e Un mécanisme de réaction rapide autorisant aux Etats membres a solliciter une mesure
dérogatoire a la Directive TVA leur permettant de prendre des dispositions temporaires pour
faire face a des risques nouveaux de fraude TVA massifs et soudains.

Nous prenons acte avec satisfaction de la résolution de la Commission et de la présidence
irlandaise du Conseil de faire aboutir ces mesures de lutte contre la fraude a la TVA. Nous
encourageons les Etats membres a s’entendre sur une proposition a méme de recueillir un
soutien unanime.

L'adoption de ces directives fermerait a la fraude la porte des marchés de gros de I'électricité et du
gaz et garantirait l'intégrité de ces marchés, la liberté du commerce et la libre concurrence au
bénéfice des consommateurs d’énergie européens.

Tous les secteurs ciblés par les fraudeurs sont dans la méme situation. C'est pourquoi nous invitons
les autres industries menacées par la fraude a la TVA a joindre leurs efforts pour soutenir
publiquement les mesures proposées par I'Union européenne et demander a tous les Etats
membres d’agir maintenant pour sauvegarder l'intégrité et la sécurité des marchés de
I'électricité et du gaz, pour le bien du consommateur final.

Bruxelles, le 25 mars 2013


http://www.energy-regulators.eu/portal/page/portal/EER_HOME/EER_PUBLICATIONS/PRESS_RELEASES/Tab1/Joint%20statement%20on%20VAT%20Fraud%20Prevention_FINAL_06-12-2012.pdf
http://register.consilium.europa.eu/pdf/fr/13/st06/st06717-re01.fr13.pdf

WEACH EFET e entso® Bt

‘MmO

eurelectric ~ euro:gas  europex LEBA

Notes for editors

' Carousel Fraud, also known as Missing Trader Intra-Community Fraud ("MTIC"), follows three basic steps — buy
without VAT, sell with VAT and disappear before paying VAT to the tax authorities. In 2009, carousel fraud
extended to CO, Emissions trading. Legislative changes were implemented (Directive 2010/23/EU, March 2010) to
combat fraud, but far too late: € 5 billion in VAT had been evaded in the period 2008-2009.

Following the fraud in CO, markets, it was identified that VAT fraud could also be perpetrated in gas and
electricity wholesale markets. Therefore, individual measures have been taken by the wholesale electricity and
gas sector at the national level to block or slow down the progress of VAT fraudsters

— Reinforcement of KYC at all levels

— Increased surveillance of transaction volumes

— Increased awareness of legitimate market participants

— Increased awareness of all actors in the industry of the threat

However the fraudsters have learned how to circumvent these defenses (which from the beginning the sector has
insisted could not be bullet-proof) and frauds are occurring on wholesale electricity and gas markets.

In 2012, different Member States took action domestically in response to this risk:

- April 2012: France adopted the reverse charge mechanism for gas and electricity. April 2012: The
Netherlands adopted a zero VAT rate on wholesale gas & electricity, in which suppliers will have the
facility to opt to supply at a zero VAT rate, but only if they operate through a specially provided
“VAT warehouse” scheme.

- June 2012: Germany requested to the commission to derogate from the VAT directive for wholesale
gas & electricity.

- July 2012: Austria requested to the Commission to derogate from the VAT directive for wholesale
gas & electricity.

At the end of 2012, the European Commission refused the derogation from the VAT Directive requested by
France, Germany and Austria, stating that the existence of VAT fraud cases had not been evidenced. Additionally
they stated that the application for a reverse charge would have “a considerable negative impact on other
Member States” as “fraud in these types of goods and services can quickly move from one Member State to
another”.

Now, the European Commission and the Irish Council Presidency are committed to fighting VAT fraud in all
industries, and have proposed a viable anti-VAT fraud package to the ECOFIN Council in March 2013. The Irish
Presidency plans to go before the Council of the EU again before June 2013 to deliberate this further.
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Information on the nine associations:
About CEER - The Council of European Energy Regulators

The Council of European Energy Regulators (CEER) is the voice of Europe's national regulators of
electricity and gas at EU and international level. Through CEER, a non-for-profit association, the
national regulators cooperate and exchange best practice. A key objective of the CEER is to facilitate
the creation of a single, competitive, efficient and sustainable EU internal energy market that works in
the public interest.

http://www.energy-regulators.eu

About EACH - European association of CCP Clearing Houses

European central counterparty clearing houses (henceforth CCPs) formed EACH in 1991. EACH's
participants are senior executives specialising in clearing and risk management from CCPs, both EU
and non-EU. Increasingly, clearing activities are not restricted exclusively to exchange-traded
business. EACH has an interest in ensuring that the evolving discussions on clearing and settlement in
Europe and globally, are fully informed by the expertise and opinions of those responsible for
providing central counterparty clearing services.

http://www.eachorg.eu

About EFET- European Federation of Energy Traders

The European Federation of Energy Traders (EFET) promotes and facilitates European energy trading
in open, transparent and liquid wholesale markets, unhindered by national borders or other undue
obstacles. EFET currently represents more than 100 energy trading companies, active in over 27
European countries.
http://www.efet.org

About ENTSO-E - The European Network of Transmission System Operators for Electricity

ENTSO-E is the European Network of Transmission System Operators for Electricity, representing 41
Transmission System Operators (TSOs) from 34 countries. TSOs are responsible for the bulk
transmission of electric power on the main high voltage electric networks, one of the most important
infrastructure backbones of Europe’s service and industrial economy.

ENTSO-E’s legal basis is Regulation (EC) 714/2009 on electricity cross-border exchanges, mandating
it to draft network codes and non-binding community-wide ten-year network development plans; and to
ensure the optimal management, coordinated operation and sound technical evolution of the
European electricity transmission network.

http://www.entsoe.eu

About ENTSOG - The European Network of Transmission System Operators for Gas

ENTSOG was founded on 1 December 2009 in line with Regulation (EC) 715/2009 (Regulation) and
currently comprises 42 TSO Members and 3 Associated Partners from 25 EU countries, and 4
Observers from 4 non-EU countries. ENTSOG works to promote the completion and functioning of the
internal market and cross-border trade for gas and to ensure the optimal management, coordinated
operation and sound technical evolution of the European natural gas transmission network.
http://www.entsog.eu



http://www.energy-regulators.eu/
http://www.eachorg.eu/
http://www.efet.org/
http://www.entsoe.eu/
http://www.entsog.eu/
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About Eurelectric - The Union of the Electricity Industry

The Union of the Electricity Industry-EURELECTRIC is the sector association which represents the
common interests of the electricity industry at pan-European level, plus its affiliates and associates on
several other continents.

http://www.eurelectric.org

About Eurogas - The European Union of the natural gas industry

Eurogas is an association representing about 50 companies and associations engaged in the
wholesale, retail and distribution of gas in Europe. Eurogas provides data and information relevant to
EU decision makers and opinion formers in making the right policy choices.

http://www.eurogas.org

About Europex - Association of European Energy Exchanges

Europex is a not-for-profit association of European energy exchanges that represents the interests of
the exchange-based wholesale markets for electrical energy, gas and environmental markets with
regard to developments of the European regulatory framework for wholesale energy trading and
provides a discussion platform on a European level.

http://www.europex.org

About LEBA - London Energy Brokers Association

The London Energy Brokers’ Association (LEBA) was formed in 2003 to represent the interests of
London-based energy brokers. LEBA comprises 10 members, which together provide coverage for all
key product groups in the energy sector: oil, gas, power, coal and emissions.

http://www.leba.org.uk



http://www.eurelectric.org/
http://www.eurogas.org/
http://www.europex.org/
http://www.leba.org.uk/
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Press contact for the group of 9 associations of the press release:
Una Shortall, CEER

Una.shortall@ceer.eu

Tel. +32 2788 73 31

GSM + 32 484 668 599
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