
VAT ON ENERGY STORAGE EQUIPMENT

Will the UK offer VAT relief on battery energy storage systems? In a

significant move toward green energy efficiency,the UK government has

announced plans to offer VAT reliefon installing Battery Energy Storage

Systems (BESS),including retrofitted BESS,which will become exempt

from its 20% VAT from 1 February 2024.

Do energy saving materials benefit from a VAT relief? The installation of

certain energy saving materials ( ESMs) in residential accommodation

benefits from a VAT relief,supporting households to improve the energy

efficiency of their homes by reducing or removing VAT due on installations

of qualifying materials. A history of the VAT relief can be found in Annex

A.

Is a battery energy storage system exempt from VAT? Image: Eaton. The

UK government has removed the 20%for retrofitted battery energy storage

systems (BESS),effective 1 February 2023. From the Spring Statement in

2022,energy saving domestic equipment such as heat pumps and

roof-mounted solar have been exempt from the VAT.

What is the current VAT treatment on the installation of energy-saving

materials? This briefing explains the current VAT treatment on the

installation of energy-saving materials in the UK,analyses recent

changes,and outlines recent developments. A zero-rate of VATon the

installation of energy-saving materials (ESMs),including solar panels,in

residential accommodation,was introduced on 1 April 2022.

Are solar and energy storage installations subject to VAT? All solar and

energy storage installations,including maintenance to existing sites,should

be subject to 0% VAT. This should include residential energy storage

when installed as a standalone measure.
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Will VAT be eliminated on battery storage systems? The decision to

eliminate VAT on battery storage systemsis particularly beneficial for

users of solar PV systems. By making energy storage systems more

affordable,homeowners and businesses can more effectively store and

manage the energy generated from their solar panels.

Parliamentarians supported the abolition of import duties and VAT on the

import of energy equipment, including generators, solar panels and

electricity storage systems. People's deputy Yaroslav Zheleznyak reported

this.

Additionally, the country has streamlined the VAT exemption process.

These dual policies work synergistically to shorten the payback cycle of

household solar and energy storage equipment by amplifying returns on

electricity sales and reducing system costs. Consequently, they

significantly enhance the economic viability of household energy 

The zero rating of VAT for energy-saving materials has been subject to

much change and this flux looks likely to continue. 13th Feb 2024. 9

comments. Jason Croke.  Prior to the February 2024 update, the

installation of battery storage could be zero rated but only as part of an

overall installation of a solar-power system, simply adding 

The UK government has removed the 20% for retrofitted battery energy

storage systems (BESS), effective 1 February 2023. From the Spring

Statement in 2022, energy saving domestic equipment such as heat

pumps and roof-mounted solar have been exempt from the VAT. BESS

too were exempt, but only when installed alongside other energy-saving

???
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Solar Energy UK is celebrating the success of its long-running campaign

to remove VAT from retrofitted domestic battery energy storage systems. 

draught-proofing and other energy-saving equipment for residential use

have been exempt from VAT since the 2022 Spring Statement.  VAT

Energy Savings Materials Relief-Improving Energy Efficiency 

As from February 1, 2024, all battery storage systems installed in UK

homes benefit from a VAT exemption regardless of whether they are fitted

at the same time as solar PV. This equals the ???

The sellers of RES equipment themselves will not be able to benefit from

the zero VAT rate. The tax credit introduced does not only apply to

photovoltaics, heat pumps and energy storage.  including the components

necessary for the operation of the system and energy storage. The VAT

exemption applies to single-family homes and in commercial 

Following the Spring Budget 2023, HMRC launched a call for evidence

seeking views on whether the VAT zero rate for the installation of energy

saving materials (ESMs) should be extended. The call for evidence

considered the extension of the relief to additional technologies and to

installations of ESMs in charitable premises.

Call for evidence: VAT energy saving materials relief ??? improving

energy efficiency and reducing carbon emissions  1.3 We consider that in

principle, the VAT relief on battery storage could meet the three key

objectives, subject to additional research by HMRC .  4.2 Battery storage

equipment would meet key objective one, as it improves 

The world of taxation and renewable energy has seen a significant shift in

Germany with the introduction of the zero VAT rate on photovoltaic

systems, as per Section 12 (3) of the German Value Added Tax Act

(UstG), effective from January 1, 2023.  Unified Supply of Photovoltaic
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and Storage Systems  This means the zero tax rate applies to 
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In a significant move to promote sustainable energy solutions, the UK

government has recently announced a favorable update regarding Battery

Storage Installation. Starting from 1st February 2024, retrofitted battery

energy storage systems (BESS), a key component in modern energy

management, will be exempted from the standard 20% VAT.

Victory for campaign against VAT on home energy storage.  Heat pumps,

insulation, draught-proofing and other energy-saving equipment for

residential use have been exempt from VAT since the 2022 Spring

Statement. This also extends to the purchase of domestic BESS when

installed at the same time as a solar energy system.

How Long Will VAT on Battery Storage be 0% For? As with many

government initiatives, the VAT-free status of solar batteries is only set to

last for a while. The deadline to enjoy the 0% VAT lasts until the 31st of

March 2027. However, at this point, it will be subjected to 5% VAT rather

than returning to the previous 20% VAT rate.

There are special rules that govern when the installation of energy-saving

materials and heating equipment is zero-rated or reduced-rated for VAT

purposes. HMRC has recently updated the applicable notice

Energy-saving ???

This equals the playing field for retrofit applications which previously would

have been subject to 20% VAT. The expansion of the zero rate VAT

reflects the need for low carbon systems to evolve alongside the

development of new technologies, incentivising energy efficiency

improvements at all stages of the life cycle.

In addition to this, the VAT relief extension also applies to solar batteries

that are installed as part of a solar energy system. There have been

ongoing debates within the government to drop the VAT on solar batteries

completely, further enhancing the battery storage sector. The Future of
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Energy Storage and Solar ??? Battery Storage Systems 
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Selected renewable energy equipment was added to the list in April 2022. 

Until April 2022, however, those investing in solar technology paid the

standard rate of 20% VAT on solar panels and battery storage ??? the

standard rate for goods and services. In its 2022 Spring Statement, the

government announced a 0% VAT rate on the installation 

Ukraine to Waive Customs Duties and VAT on Imported Energy and

Demining Equipment  The proposed laws include customs payment

privileges for importing energy equipment and other relevant goods

necessary to ensure uninterrupted electricity supply in Ukraine.  (except

for energy storage units with a capacity of less than 300 W AC and DC

and 

The Government has released its response to a recent consultation on

energy-saving materials (ESM''s). In the Spring 2022 budget VAT relief

was announced for some energy saving measures including solar PV and

Ground and Air heat pumps. Part of this scheme was battery storage

when installed alongside one of the listed ESMs. Following a period [???]

This measure introduces a zero-rate of VAT for the installation of certain

Energy Saving Materials in residential accommodation in Great Britain

until 31 March 2027. It also permanently brings 

Group 3 covers the grant-funded installation of heating equipment or

security goods or connection of gas supply.  Electrical battery storage

(either retrofitted to a qualifying ESM or installed as a standalone

technology connected to the National Grid).  If the intention had been to

apply the reduced rate of VAT to energy-efficient roofs 
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Energy-Storage.news'' publisher Solar Media will host the 9th annual

Energy Storage Summit EU in London, 20-21 February 2024. This year it

is moving to a larger venue, bringing together Europe's leading investors,

policymakers, developers, utilities, energy buyers and service providers all

in one place. Visit the official site for more info.

A new policy by the UK government that grants 0% VAT on battery

storage systems for homeowners, from 1st February 2024 until 31st

March 2027.  The Duracell Dura5 Battery is shaking up the residential

energy storage scene with its commitment to safety, performance, and

adaptability. This Lithium Iron Phosphate (LiFePO4) battery system packs

a 

Thermal storage will continue to be zero rated for VAT purposes when

installed at the same time as a qualifying ESM, as the technology is

ancillary to qualifying supply. Charities. Prior to August 2013, UK

legislation provided VAT relief for installation of qualifying ESMs in

buildings used solely for relevant charitable purposes.

The energy storage systems in general can be classified based on various

concepts and methods. One common approach is to classify them

according to their form of energy stored; based on this method, systems

which use non chemically solution water as their primary storage medium

for solar applications, can be fell into two major classes: thermal 

In addition, the 19% VAT on the purchase and installation of photovoltaic

systems including battery storage will be removed on January 1, 2023.

The VAT exemption applies also to systems that were ordered in 2022 but

will go into operation next year. The tax benefit is estimated to save a

four-digit amount on the purchase of a new solar system.
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The Treasury's decision to exempt battery storage systems from VAT

marks a pivotal moment in the journey towards a greener and more

sustainable energy future. With a 20% cost reduction and an extended

relief to grid-connected batteries, these reforms are poised to significantly

impact the adoption of clean energy technologies.
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