ISSN : 2349-4212

INTERNATIONAL JOURNAL OF

TRENDS IN BUSINESS
ADMINISTRATION

' Indexed by:

> Universal IMPACT FACTOR
RGAD 5= rossref Impact Factor SEARCH



https://portal.issn.org/resource/ISSN/2349-4212
http://universalimpactfactor.com/wp-content/uploads/2021/03/International_journal_of_trends_in_business_administration_management.jpg

International journal of trends in business administration ISSN: 2349-4212
2024 year Volume 14 issue 1

Universal impact factor 7.828

Founder and Publisher academic journals PVT LTD

Published science may 2011 year. Issued Quarterly.

Internet address: http://academicjournalonline.org/index.php/ijtba

10/25 Thamotharan Street, Arisipalayam, Salem, India

Principal Contact

Academic Journal Online

info@academicjournalonline.org

Editorial board

Mallesh Thumalla

Edwin Prem Kumar

Farha Deeba Hassan

Sangeetha T.R.

Abdul Wahid Naureena

Urokov Uchkun Yunusovich Ph.D. Tashkent Institute of Finance

Baymirzaev Dilmurod Nematovich Namangan State University

Faisal Amjad

Muhammad Tariq

10. Nurmanov Ulugbek Anorbayevich Associate Professor Ph.D. Tashkent Institute of Finance

11. Nadeem Abbas

12. Mr. Iftikhar Ahmad

13. Usmanova Muxlisa Sagdullayevna Associate Professor Ph.D. Tashkent Institute of Finance

14. Pulatova Mokhira Bakhtiyorovna Ph.D. Tashkent Institute of Finance

15. Sangeetha Natarajan

16. Ibragimov Mansur Mardonovich Samarkand Institute of Economics and Service

17. Lola Sharafavna Sultanovna Associate Professor, Ph.D. Tashkent Financial Institute

18. Saidjabbor Shoira Saidg‘affor qizi Tashkent Financial Institute

19. Azizkulov Bakhtiyor Khushvaktovich Urgut Branch Samarkand State University,

20. Ismailov Khusanboy National research institute of professional development and teaching
new methodologies to teachers named after A.Avloni

21. Abduldaev Abdurauf Prof. Dr. of Economics, Andijan Machine Building Institute

22. Khasanov Bakhodir Akramovich. professor. Doctor of Economic Sciences. Tashkent State

University of Economics.

CoNoR~LNE


https://portal.issn.org/resource/ISSN/2349-4212
http://universalimpactfactor.com/wp-content/uploads/2021/03/International_journal_of_trends_in_business_administration_management.jpg
http://academicjournalonline.org/index.php/ijtba
mailto:info@academicjournalonline.org

International journal of trends in business administration ISSN: 2349-4212
2024 year Volume 14 issue 1
Universal impact factor 7.828

TAX INCENTIVES FOR ALTERNATIVE ENERGY IN EUROPE
Namozov Jasurbek Quvadovich
Joint Stock Company ""Regional Electric Networks™
Tashkent,Uzbekistan

Abstract. The article analyzes the mechanisms of tax incentives for alternative
energy and energy efficiency used in European countries. Conclusions are drawn
about the degree of their effectiveness and the possibility of adapting this experience
in Uzbekistan.

Keywords: ecology, financial and credit mechanism, tax incentives, alternative
energy, energy efficiency, innovation, green economy.

Global investment trends indicate a likely change in the structure of the entire
global energy system in the coming decades towards the use of renewable energy
sources. Studying the experience of leading countries in the development of
alternative energy makes it possible to identify and adapt the most effective
mechanisms for developing investment programs of federal and regional significance
to improve energy efficiency

Most European countries initiated their programs to support alternative energy
and improve energy efficiency in the early 1990s and actively incorporated various
mechanisms of tax incentives for the development of “green technologies".

It should be noted that one of the main measures of tax incentives for
alternative energy producers in the United States is the investment tax credit. It has a
special feature. Unlike the investment tax credit in Russia and a number of other
countries (here it is simply a form of changing the term of fulfillment of a tax
obligation with subsequent payment of the loan amount and interest), in the United
States, this tax incentive measure reduces the tax base by part of the investment in the
purchase of land, equipment, and installation of facilities for generating electricity

from alternative sources. That is, it serves as an investment tax benefit.
Table 1

Tax incentives for alternative energy investments in European countries, Korea
and the United States

Country Credit or reduction of Rate, % Technologies covered by
tax amount discounts / credit
Belgium Reduction of amountss 13.5 All
Holland Reduction of amountss 13 All
Spain Reduction of amountss 10 Solar energy, biomass
Ireland Reduction of amountss 18 Wind, solar, hydro, biomass
Czech Republic Reduction of 100 All (hydro plants up to 1 MW)
amountss
Korea Reduction of amountss 5 Energy efficient technologies
USA Reduction of amountss 30 Solar, wind, fuel cells.
10 Geothermal, micro-turbines,
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In different tax systems of European countries, such measures to encourage
investment in alternative energy take different forms and sizes, but they are aimed at
achieving the same effect — to make high-risk and long-term payback investments in
energyobjects more profitable.

Tax credits for producers (production tax credit, PTC) of electricity from
alternative sources are also a fairly popular tax incentive measure abroad. It should be
noted that in Russian practice this concept is not found. The production tax credit is
provided either in the form of a deduction from the tax base, or in the form of a loan
at a fixed rate per kilowatt-hour of renewable energy produced.

For the first time, this tax incentive mechanism was introduced in the United
States. The Production Tax Credit (PTC) and investment tax credit (ITC) differ in
that the RTS reduces federal tax payments based on the amount of electricity
generated at the output (measured in kWh), while the ITC reduces payments based on
the amount of capital investment (measured in monetary units). Moreover, you can
get an ITC benefit only when the equipment is already put into operation [4].

According to experts of the Oak Ridge National Laboratory (USA), a federal
ten-year industrial tax credit of 1.5 cents per KWh can reduce the average life cycle
cost.

wind power by about 25 %. This type of incentive is more widely supported
by specialists in the field of large-scale renewable energy facilities due to the fact that
it encourages more efficient production of renewable energy, rather than just large
capital investments. The European countries that currently use this type of tax
incentive are shown in Table 2.

In some European countries, a reduction in the property tax is used to
encourage the development of alternative energy, which can eliminate up to 100% of
the amount of tax on property, land and fixed assets used for renewable energy
production. Reducing property taxes can be a particularly important incentive for
capital-intensive technologies, such as wind power and converting solar energy into
electricity. After all, property taxes often lead to a higher tax burden per kWh of
energy produced for capital-intensive technologies for producing energy from
alternative sources than for less capital-intensive conventional energy technologies.

Therefore, reducing the property tax can help create tax parity between
alternative energy and traditional technologies. The countries currently using this
type of tax incentive are shown in Table 3.

Many countries that rely primarily on value-added tax (VAT) rather than
corporate income tax, use its reduction to encourage the production of energy from
renewable sources. It should be noted that this type of tax can be particularly painful
for producers of energy from alternative sources, if it is charged on capital
investments in the production process, and not on the energy generated. Countries
that practice VAT reduction are shown in Table 4.

Investment tax incentives are also often applied to small, customer-oriented or
service companies that are not producers, but consumers of energy and energy-saving
technologies. Such incentives are usually aimed at increasing the practice of

4


https://portal.issn.org/resource/ISSN/2349-4212
http://universalimpactfactor.com/wp-content/uploads/2021/03/International_journal_of_trends_in_business_administration_management.jpg

International journal of trends in business administration ISSN: 2349-4212
2024 year Volume 14 issue 1
Universal impact factor 7.828

installing certain types of generation or cogeneration equipment for heating, lighting
and ventilation of residential and commercial buildings.

Often, tax deductions apply not only to the amount of the equipment itself,
but also to the amount of its installation, since the installation of a cogeneration
system may in some cases be commensurate with the cost of the equipment.

Such measures encourage individual homeowners and companies to buy
cogeneration equipment.

It should be noted that some European countries have abolished the practice
of granting production tax credits due to the fact that it requires constant monitoring
of the production activities of companies and leads to high administrative costs. Tax
deductions for the purchase and installation of cogeneration and energy-saving
equipment achieve the same goal as the production tax credit, and administrative
costs for their implementation are significantly lower.

Tax benefits for consumers of energy-efficient and cogeneration technologies,

Table 2
Production tax credit in some European countries [3]
Country Loan amount Technology loan amount
Finland 0.69 euro Wind energy, hydroelectric power,
pellets, biogas
Sweden 0.181 SEK Wind energy

In the energy sector, such measures only indirectly affect the growth of
investment in MuPR & D. The fact is that electricity suppliers and service companies
themselves are not the creators of specialized technologies and do not make
investments in MuPR & D, but are a platform for introducing innovations. The same
can be said about companies that produce new types of fuel. The main technological
innovations in the energy sector are implemented by manufacturers of power and
power engineering equipment. Therefore, tax incentives for energy efficiency should
first stimulate the demand of power generating companies for energy-efficient
equipment, and then-the demand for new technologies in power engineering.

Therefore, in this case, industrial investment in science is stimulated by:

- dynamic markets.

- a healthy competitive environment.

- the desire of companies not to lose their won market positions and only then
get tax benefits.

Unfortunately, the development of alternative energy and energy -
efficientmachine-building is not a priority.

So far, insufficient attention has been paid to this issue in Russia. This creates
risks of preserving technological backwardness and further loss of the country's
position in the world markets of high-tech products and services. There are
practically no tax incentive mechanisms in this area, if we do not take into account
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tax incentives for enterprises that are residents sueproaddexruBrocTrn «of the
Skolkovo energy efficiency cluster.

According to the author, the development of a mechanism for tax incentives for
the introduction of innovative technologies in the field of energy, given the current
state of the industry, it is advisable to start with the introduction of a set of measures
aimed at stimulating the demand for energy — efficient technologies in the mass
consumption sector: — technologies for heating and cooling homes; — hybrid cars; —
biogas stations; - pellet heating systems.

They are present in the range of innovative products of domestic
manufacturers.
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