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Energy Taxation Directive (ETD)

Key messages

The Energy Taxation Directive 2003/96/EC originates from 2003, and the revision is well-needed,
to be in line with the current EU policy objectives.

In order to promote the decarbonisation of transport, the revision should allow an exemption from
minimum tax for environmentally preferred fuels.

Revision should introduce a CO, element for transport fuels, as it is already used in some Member
States, such as in Finland and Sweden.

In case sectoral taxes are planned - e.g. for aviation and maritime - they should follow a similar
low-carbon incentivisation model as for the other transport fuels.

Accelerated transport decarbonisation by CO, tax

The current directive includes minimum tax levels for diesel fuel and petrol. To promote the decarbonisation
of transport, the revision should allow an exemption from minimum tax for environmentally preferred fuels.
Alternatively, a CO,-based/tiered minimum tax could be a good solution. Incentivising low-carbon transport
fuels would promote the transition towards a cleaner transport sector.

The revised EU Energy Taxation Directive should introduce a CO, tax element. CO, taxation for transport fuels
is used by some Member States, ie. Finland and Sweden.

The current Finnish fuel excise tax model could act as a starting point when designing a CO, tax component.
Sweden is another Member State, where the transport fuel CO, component is in use. (Another concept to be
evaluated could be a model, where all RED Il compatible sustainable fuels are exempted from CO, tax.)

What should the EU do?

e In order for the Energy Taxation Directive to be in line with the current EU policy objectives, the
revision is well-needed.

e (Coherence with other EU legislation for fuels is essential. Therefore, when designing a tax model for
low-carbon fuels, all RED 1l compatible sustainable biofuels need to be properly taken into
consideration.

e To support emission reduction, the revision should allow an exemption from minimum tax for
environmentally preferred fuels.

e In case sectoral taxes are planned - eg. for aviation and maritime - the tax model should follow a
similar low-carbon incentivisation as for the other transport fuels.
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Neste in brief

Neste (NESTE, Nasdaq Helsinki) creates solutions for combating climate change and accelerating a shift to a
circular economy. We refine waste, residues and innovative raw materials into renewable fuels and
sustainable feedstock for plastics and other materials. We are the world’s leading producer of renewable
diesel and sustainable aviation fuel, developing chemical recycling to combat the plastic waste challenge. We
aim at helping customers to reduce greenhouse gas emissions with our renewable and circular solutions by at
least 20 million tons annually by 2030. As a technologically advanced refiner of high-quality oil products with
a commitment to reach carbon-neutral production by 2035, we are also introducing renewable and recycled
raw materials such as waste plastic as refinery raw materials. We have consistently been included in the Dow
Jones Sustainability Indices and the Global 100 list of the world’s most sustainable companies. In 2019,
Neste's revenue stood at EUR 15.8 billion, with 82% of the company’s comparable operating profit coming
from renewable products. Read more: neste.com
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