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Brussels, 25th March 1982

PROPOSAL FOR A COUNCIL DECISION

authorizing the French Republic to apply in its overseas
departments and in metropolitan France, in,dérogation from
Article 95 of the Treaty, a reduced rate of fhe revenue

duty imposed on the consumption of "traditional“ rum produced

in those departments

(presented from the Commission by the Council)
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EXPLANATORY MEMORANINIL

Article 227(2) of the EEC Treaty provides that only some of the Treaty
provisions were to be immediately applicable to the French overseas

sartientss It was for the Council to determine, before 1 January 1960,

1y

the conditions wnder which the other provisions of the Treaty, including
those on taxation, were to apply. Prior $o the judzment delivered by the
Court of Justice on 10 Qctober 1978 in Case 148/77 (Hansen & Balle v

Hauptzollemt Flensburg), the two—-year period provided for in Article 227(2}

was not construcd as a strict time limit. Consequently, it was sssumed

in the absence of a Council Decision, a Treaty provision could not

nlicitly extended to the overseas deparimenis. This was the inter—
pretation adopted both by the Commission and by the Council,
S
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n the abovenmertioned case, the Court of Justice set aside the former
interpretation by ruling that, after the expiry of the two-year period
provided for in Article 227{(2), the provisions of the Treaty and of
sacondary legislation must apply automatically to the French CDs, It
acknowledged however, "in order to make due allowance for the gpecial

geographic, economic and social situation of those depariments™, that the

Council might take, after the expiry of the two-year period, measures

o
commensurate with Ythe specific reguirements of those parts of the Prench

riew of the Court®s interpretation of Article 227 of the Treaty, the
bie tax arrasgements granted by France within the limits of an

ta of 204 050 hl in respect of "traditional® rum produced in its
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overseas departwents must be considered to be in infringement of Article 95



The need to authorize France to maintain speclal ‘tax arrangements for
traditional rum from the overseas departments stems from the fact that

the outlets for that product would be jeopardized if France, which

is its main consumer, were to apply to it the full spirits
rate (see fanexes 2 and 3). The application of

those favourable tax arrangements 1is; not only in the territory of the
ocverseas departments themselves, but alsc and above all in the territory
of metropoliten France, a measure essential to the economic and social
development of those departments within the meaning of Article 227 of the

v

Treaty.

The attached proposal for a Decision will enable the Council, by means of
the abovementiored authorization, to bring to an end the state of infringe-
ment in which the French Républic findsg itself as a result of the Court's
judgment in Case 148/77. Nevertheless, in the interests of the Community
and having regard, in particular, to the situation on the Community spirits
market, it would be appropriate to place certain restrictions on the

derogation:

-

(a) The Council will periodically examine the situation in the French ODs
on the basis of a report by the Commission and will, if

necessary, review the derogation;

(b) in metropolitan France, the reduced rate
of consumption tax should apply only tc a quota egual to the annual
average consumption of “itrezditional® rum in metropolitan France

during the 10 years preceding the eniry into force of the Council
;%’

1)
Jecisziony  this restriciion, if it were based on the period 1971--80;°
would result in an annual quota of 120.3500 hl of pure alcohol per yaar;

3 o~ - N e md g S PR - 2 e . - N -
on Lae otrer hand, no restriction should be imposed on rum released

Lot R e P 5 >, e o st v 4 5 ~ 1 .
Tor home uge in the coverseas depariments themselves:
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the ratio between
the rate of consumption tax applied in metropolitan France to
traditional® rum produced in the overseas departments and the full
rate applied o spirits should not be lower than the ratio appiying
in metropolitan France on the date of the entry into force of the
Council Lecisiong in practice, this restriction means that the rate
applicable to Prench 0D rum must be at least equal to 57.5 % of the
rate applied to other spirits, for on 1 February 1982, the full rate
for spirits was FF 7 655 per hectolitre of pure alcohol and that

applicable to traditional rum was FF 4 405.
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Prenoerl for a Council Deocision

authorizing the French Republic to zpply ir its
g DPLY

overscas departments and in metropolitan I'rance, in

derogation from Article 95 of the Treaty, a reduced

rate of the revenue duily impesed on the consumption of

"traditional"’ rum produced in those departments

THE COUNCIL OF THE EURCFZAN COMMUNITIES,

Having regard to the Treaty establishing the European Economic Community,

and in particular Article 227, paragraph 2, thereof,
Having regard to the proposal from the Commission,

Having regard t{o the opinion of the European Parliament,

Whereas the institutions of the Community are obliged to take care
that the economic and social development of the French overseas

departments is made possibles

Fhereas the provisions of the EEC Treaty and of secondary legislation are
applicable to the French overseas depariments, subject to decisions by the
Community institutions adopting specific measures commensurate with the

economic and social conditions of those departments;

‘nereas, for reasons connected with their gecgraphic, economic and social
situation, the French Republic should be authorized to apply, in dercgation
from Article 95 of the Treaty, a reduced rate of the revenue duty imposed

on the consumption of "traditional®™ rum produced in those departments;
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thereas 1t is necessary te limit this dercgation in terms of its duration,
the guantities which can benefit from it and the level of reduction of
the duty; whereas a periodical review of the arrangements must be provided

-

for on the basis of a report by the Commissionm,

Article 1

blic is hereby authorized to apply in its overseas depari—
ments and in metropolitan France, in derogatiom from Article 95 of the
Treaty establishing the Buropean Economic Community, to the consumption
traditionsl” rum produced in those departments a rate of revenue duty
chen the full rate of that duty applicable to spirits falling under

00T heading 22,09 C.

Article 2

The derogation referred to in Article 1 is limited to the

produst obtained exclusively by distillation afier fermentation of

suzar cane Jjulce,; sugar cane syrup Or sugar cane molasses in the sugar cane
producing areas of the French overseas departments. This product must have a
volatile element content, excluding ethyl a}%cho% in excess of 225 g/hl at

100 % vol.a“a Lust be produced at an alcoholic strength by volume of less
then 89 % vole

Article 3

1. In metropolitean France the reduced fiscal duty appliceble to the product

cd 4o in Article 2 shall be applied to |an amount of the product
1% gxcecding an amnual quota corresponding to the average annual
consumption of that product in metropolitan France during the 10 years

sreceding the entry into force of this Decision.




2, The ratio beiween the reduced rate of consumption tax épplied in
metropolitan France to "iraditional™ rum and the full rate applied to
spirits, expressed in percentaze terms, may not be less than the raiio‘
between those two rates obitaining in metropolitan France at the time of

the entry into force of this Decision.

3. Upon the expiry of a period of five years from the date of entry into
force of this Tecision and thereafter as and when necessary, the Council
shall review, on the basis of a report drawn up by the Commission, the

situstion with regard to the derogation referred to in Article 1 and shall,
if necsssary, acting unanimously on a proposal from the Commission, decide

to abolish or amend ite.

Article

This Dscision is addressed to the French Republic.

Done at Brussels,
For the Council

The President
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Rotes of the consumption tax applied on "iraditional” rum
e

tropolitan France and in the French Overseas Departments

(in FF per hl of pure alcohol) (Situation at 1.2.1982)

.

Metropolitan Guadeloupe Martinigue Réunion Guyane
France
Rum 4405 82 82 250 48
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Armex 2

Pax~paid consumption of spirits (in hectolitres of

pure aleohol) in Metropolitan France

Year ) Run Total

1971 121.000 1.119.000
1972 131,000 1.151.000
1973 133.000 1,230,000
1974 135.000 | 1,256,000
1975 : 127.000 1.275.000
1976 - 117.000 1,237,000
1977 112,000 : | 1,260,000
1978 111.000 - 1,312,000
1979 , 112,000 ,14354.000

1980 106.000 ' 1.358.000
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