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connuumnon mn THE comssxon T0 'me councn.
 CONCERNING THE MAJOR PROBLEMS RELATING TO THE.

* PROPOSED COUNCIL DIRECTIVES TO HARMONISE THE smauorunms oz«*

. CONSUMER mes, OTHER THAN vmr, oF BEER, WINE AND ALCOHOL.

‘w ‘ |

Follewing the communioation from the Gom:.ssmn to 'hhe Connozl dated L
27 July 1977, on problems posed by excise harmonisation (COM (77) 338 FIN), o

the Council reoommenced examnation of the proposed d:..rectives for B }

harmonising excises on. beer, wme a.nd alcohol, originally submitted on o

7 March 1972 and. on whzeh 'l:he Council ha.d suspended work at the end of

’974. ‘ S C

The COm:nieaxon communication had or:.ginallar proposed 'that 'bhe Couno:.l T
should give priority to the proposa.ls to harmonise 'the exaises on aloohol
and 'boor, the divergent views in the council on the wme excise bemg such L
that a,,reemeni: on thie proposa.l seemed unlikely for some time to come.
Notw ith.,ta.nding th:.s suggested approach, the Gouncil eleoted to examine allv '
three PI‘OPOS&ls 'together. Moreover, during the su‘bsequen-!: dlscussmns, a. o
number of Hember States made it clea.r, for a variei:y of reasons, that they ,_ 0
were not prepared to d:.sa.ssoclate these three pmposals. It follows tha.t‘ .
these proposa.ls muet now be a.dopted as a paokage : i e

Tho present - communication is intended as a compromise solution to the o
main 1s¢ues of prinoiple posed hy the three proposals, and ‘set out in s
"’°°ﬁ°n 1 of the report ma.de in December 1978 to. the Committee of Permanent :
Representatives.;_ e e g It does not deal S |
with a range of more de‘tailed = and 131'8913 ‘beohnical - issues, sinco the 8
position to be taken on these aubs:.diary points seens likely to be :
determined Yy a satisfaotory solutionv t"_th‘~~‘ ] 'blems of principle.




PROPOSED_SOLUTIONS

Harmonised excise on wine

The Commission's orzglnal proposa.l for an exclse on w:me was a loglcal
consequence of its prop03a1 that the Comunrky excise system should molude ‘
excigses on beer and alcohol. Excises on these drinks already generate in ,
all Member States considerable tax revenues and are in any case 'justified“
on social grounds. As, in the Commission's view, all alcoholic drinks are
morc or less in competition, an excise on wine is a néoessaxy comﬁlemen‘t to
excises bn beer and alcohol both froﬁ the standpoint of competitive '
neutrality and for the protection of tax revenue from excises on beer and

alcohol, which are often subject to lugh excise rates.

Ary compromise proposal on this question must safeguai-d the .
ultimate objective of tax harmonisation, ﬁhich is the abolition of fisca,l; ‘
“rontiers. A harmonised excise system iaj a precondition for the achievement
of that objective. The question is whether a wine excise is or is not. an
essential Vpart of such a common exciée system. On the one hand, there is
great politlca.l pressure against the introduction of a wine exclse at the |
present time in those countries whe:e it does not yet apply. In a.ddltlon,
given the con’r.inﬁing wine surplus, the GMmity's policy must be to secureb :
some reduction in the overall level of taxes levied on wine, in order to
improve outlets for wine production.  On the other hand, the abolition
~of the excise in those countries at present taxing wine would itself be
pohtmal]y delicate but would in addltxon -~ and more mportanﬂy mvolve ’
massive reductions in the taxes lev:Led 'by those countries on beer and
alcohol, ‘ ‘ -

The basic choice for the COmmunity therefore 1iés between an excise system
baged on the taxation of all alcoholic drinks, including wine, with the
level of wine taxes rather lower in some I&émber'Stafes than at 'preéeﬁt, or.
a system without an excise on wine and in consequence with beer and alcohol '
taxcd only at modest levels. A‘h 'i:he present time, the first course

presents serious political\l dxffwult:.es for certain Member States. The
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second course is however simpLy inconceivea‘ble, whether now or m the )

The Commission therefore proposes the immediate adOpt'non of the draft 3

,"directive on a harmonised mne excise.v Houever, derogatmns should’ be fore- ’

: *seen whereby, until the abolition of f1sca£ front1ers at the Latest, ItaLy
: may defer introduetion of an excise on tabte and sparkting umes, Germany

may defer introductivon of an exc1se on table uines, and Luxemboura, BeLgium’fk‘if'?,&

" and the Netherlands may apply the regime foreseenfin Art-a._‘cle 1, _f1rs'g para-:

t’ ",graph, second subparagraph of the pvotoccl ‘concer' n'g'th Grand Duchy of

" No. 3310/75 Of the Cmmcit of 16 December 1975‘. i i : g

, Linking of 'beer and wine excise raies |

Italy has made acceptanoe of the principle of a wine excise condxt:.onal BT
upon some overall relationship 'between the levels of taxation of ‘beer a.nc't :
wine. The Commssxon shares the Italian concem 'to x-educe the highest 5
rates of w.’me excises.‘ In Decamber 1975, excise c\rks were recommended to
certain Biember Sta.tes, in the report for th’e progressive establishment of
bala.nce on- the market in wine, anbstantzal reduotions of exoise dutias were
proposed.;u' ' : B e ' Ry

 The Commission therefore mvites tha Council to adept the attached dr&ft

rasolution wluch provides that,’ ki 7' first, each Member
State will apply the same VAT ra.’ce Yo hoth beer and to w;ne, and secondly, :
the ratio of the excise levied ona given quantlty of typlcal wine ‘to the
~ excise levied on a givan quantitar of t.vpical 'beer shall not exceed the i
 ratio (roughly wine 3 : beer 1) be‘kween the'~ alcoholic strength ‘of these )

dr:.nks. SRR




Treatment of special wines and other fermented beverages of CCT 22,05,
22,06 and 22,07 '

Artinle 6 of the original Commiss:.on proposa.l for the alcoohol excise ‘
prov1ded that liqueur wines and aromatised wines (e.g. Vemou-t;h) should be
taxed by reference to their alcoholic strength and at a rate of from 20%
to 50% of the full alcohol rate. ‘

The gréat majority of the»'!&em’oer‘States have expressed st'rong reéémtions‘ -
.on this propos als Most of these Member Siates treat such ‘beverages‘ as
wine and su‘oaect 'hhem to the wine taxatzon regime, which is frequently
levied in volume terms and not by reference to alcohohc strength.

‘The Commission proposes that all these products, together with S
those fermented beverages of CCT 22.07 which are generally regarded as
being competitive with the.m, should now be transferred from the a.lcohol to:
the wine directive, where they would constltute a third category for
taxation (the other two being table wines and sparklmg wines)., "All three" :

~ categories would be subject to ‘taxation ‘by volume. Howeirer’, Member States’

would have the possi’oility of taxing each of these three ca.'l;egories at a ‘f

- different rate. Iv!ember States would also have the possibility of sub—'

dividing the third category by reference to alcoholic strength. F:.nally,

~ the rate apphed expressed in terms of alcohohc strength should not '
exceed 60f) of the full alcohol rate.

Tu -ation of beer

The Commsf-lon has proposed that beer excise should be levied on the 7

finished product. The Commission mamtams thzs pmposal and ’oeheves s
that it offers the only satlsfactory means for the taxatzon of beer in L
int ornational trade. = E ‘



Taxation of alcohcl

The Commisaion maintains ita propoaal that the alcohol excise should be
levied exclusively by reference %o alcohal;c strength and at a single
rate per hectolitre of pure. a.lcohol. R e ‘

Anglxcagion of ind1rect taxes, other than harmonised excises and VAT

- The Commission originally proposed, in ‘each of the harmonxaa%ion directlves,f“ t

that no indirect taxes, other than & harmonised excise and VAQ could be
applied, whether to wine, dbeer or alcohol or to wine, beer or alcohol  ©
" contained in other products. This has in general proved 400 restrzctive :
an approach, particularly in the case of alcohol and wine, whxch are  ‘~’
frequently contained in other products sﬁbjeot to separate axcises (e.g.
chocolates, including lxqueur chocolates, are subject to Bpeclal exczse  “2‘,,.w
in nenmark) ‘ ‘ P ‘ "

The Commxssion is of the opinion that a more flexlble interpretatlon of f‘?"
the relevant provisions could be adopted. Gorresponding draft for
'insertxon in the council mxnntes is included 1n:Annax Iv.

To oummarise, the comm1851on proposes, wlth regaxd to the questions set

out in Section 1 °f the report to-the €omm1ttee of Permanent Representatives.’dk

gzeq+:on 1l

- that the COuncil adopt a resolut1on providing that the’ VAT rates for
beer and wine should be 1dentzoal and that a relatlonship should be .
eatablished between the excise rates for beer and wine,

gyo"tion ST B v ,
- that Article 6 be deleted from the alcohol direotzve and that 11queur

wines, fortifxed wines and similar 22 07 products be included in a
special categony in the w1ne directzve.

ggustlon 4‘; , T S i
- that derogatlons from the application.of the wine dlreotzve in res pect

of certain wines should be granted in favour of Germany, Italy, Luzambourg,
Telgium and the Nétherlands, until at the latest the date of the abolition
of the oharging of tax on importa and tha ramission of tax on exports in-

trade between the Hbmber States.t ‘ ) ;/ e




gg_ge.»tian S O
- that a more flexi'ble mterpretatmn of the promsions relating 'to other
taxes should be agreed upon. ' ‘ !

v

Attached are a number of amendments -to the drafts ahich are 1ntended to i
implement the above 8olu'tmns. ‘

With regard to questions 3, 5 and 6 and as essential elements of the =
- compromise. solution,' the Cammissicn_;ma.intains its ex:.stingpropasals. o

% communication has heen prepared for oonsideratien at a forthcommg '
Council meoting on ﬁscal questmns. In the light of discussmns at
that meeting of the conncﬁ, the Gomissio:n is prepared to put fomard (IR
further proposals cn the maimng prdblems mered hy Sectzon 2 ef 'bhe::: j "fi :
" report to the ?emanen-t Representaﬁves Cmnmittee. :




Annex I k(reiafiixg&tc Question 1)

v ;b ‘ Oouncil RQBOlu‘tiOn Of cessene .
concerning ta.xes on the coneumption of
‘ wine and beer

 Whereas, without pregud:.ce to the level of taJ: on alcoholic beverages or
v'!:o the solution to be adopted for the subsequent harmomsa.tion of excise . e
‘duties on such beverages, applica.tion -of the taxes on the consumptlon of
wine and beer must not- distort the coz:ditione of competition between the,'f e =

two products, e ] ~-: D N e Tl n L e : ? .

. Whereas. . the measurea to achieve this o‘bjective a.re likely to facilita.tef'
convergence of the na'g.onal systems of taxa.tion, ' e o

E Whereas such measures may halp gredual]y to achieve 'balanoe on the
wine market, E ' L :

the Council‘ of the ,Eux"opean vcommuhities l_xvasf,a'éfeed_' kas‘ follows:v V'

l. Value a.dded tax a.pplied in a.ny llember Sta.te to w:.ne and 'beer must o
" be charged at the same rate for the two 'beverages. Member States ‘
which, at the date of a.doption of this Resolv:l;ion, apply different A 7
rates to imports or suppliee o:t‘ wme and beer shall take the mea.sures . o
neeessa.ry %o ccmply with ﬁns princzple-: o BT

2. Member Statee which levy an excise duty on wine shall -
. - % take the measures necessary_‘ '
- .40 ensure that the ratio of the excise duty levzed on a given quantity ‘
of ordmary wine to the excise duty levied on. the same quanhty of _
ordinary beer does not exceed the ratio o‘btained ’by comparing the =
alcoholic strengths of the “two ‘beverages. S ‘ R




frnex IT (relating to Question2)  ° .

' NINE DIRECTIVE - PROPOSED CHAWGES

Article 2 |

- For the pu.rposes of this Directive tha tem "m.ne" means: _'

(a) Products which come under hea.ding No. 22, 05 of the Common Cus'toms e

Tarif f .

}i (v) Products which come under heading No. 22 06 of the Oommon Gustoms e
' Mapiff and which ha.ve a maximum actual alcoholic stremh of 22% by
volume. ‘ : e ‘ :

(e) Produots which come: under heaaing Ho. 22¢07 of the Common Gustoms : ‘
" Tapiff and which have a maximum actual ‘alcoholic strength of 22% and
a mmimuxn actua.l alcoholzc strength of 6% by volume. S S ‘

| Article 3
Wine within the meanwg of Art:.cle 2 shall :.nclude:
(a) Existing text of Article 2(2)(a)

(v) Other wines wh:.ch are elther.—j“ '

(i) liqueur wines prodnced in the Comuni'by a.nd imported 1i.queur~é.» ‘
wines as defined by Council Regulation No.. 816/70 of ,
' 28 April 1970 and Ncn 948/70 of 26 xa.v 1970 respect:.vely, e

'(ii)" Quality wines produoed in specified regions - other than
 liqueur wines - as defined Ty chncil Regula'blon No. 817/70
 with a total alcoholic strength of more ‘than 15% by volume, |
 derived from the following wine varie'bies. Muscat, Grenache,
o Maccabeo, Vermentmo a.nd Tourba‘k, ) SRS e




i
i

. (c) Other,wine. -

Article 5
1.

2.

. ]
|

kv(iv) : Products oom:mg thhin haading No. 22.07 .of- the Common Cus'l:Oms

(iii) Products coming with:’m heading Ro. 22.06 of the Common Gus‘boms
: 'I'ar:.ff

. Tariff, which ha.ve an aotual alcoholio strength greater -t;han :
 .' 12% 'by volume. el AT SR T T R e T : :

lember S'tates shall fix -l:he ra.te of excise duty per hectohtre of the
produet.‘ All products within ea.oh of the three oategories in P O
Article 3 sha.ll be lia.hle to the sa.me rata of duty. However, Member 7 e
States may sub-dwide the proﬂucts in category (b) by reference to .

“the actual alcohol content provided tha.t produots of the same a.ctua.l |

alcohol content Ty volume belonging to tha't oategory shall be su'bgec't
to the same rate of duty. e o

The mcldence of excme duty on the pure alcohol conten't of any .
products in ca'l:egomr (b) of Art:.cle 3 of thi.s Directive shall not

exceed 60% of the rate of excise dut;r on alcohol provided for in-

Article § of the Directive (m the harmonisation of excise dutles on
alcohol, '




A2

Amex IIT (reiating‘fq:Qﬁgstiohi4)'} §,°?

Hine Direc?ivc

1Wrﬁﬁidc5"’

'1. In dcrobatlon from the provxsxons of this directive and until 2 date

which ~ha11 te fixed bf the Council on the basis of a proposal from the g‘/““
Comninoion, but which chall not be later than that ‘on which the changlng

of tax on imports and ihe remission of tax on exports in trade between :
amber States are dbelivhed the Federal Repuhlxc of Germany is authorlsed:
not to applf excise duties to wine of categony (c) of Artlcle 3,‘ Itaely o
17 authorised not to anply excise duties to wine of oaxegorles (a) and f{,f;:

(=) of Article 3 and Belglum, the Grand Dudny of Luxembourg and- the
Mol c«larda are authcrlsed to apply the r@,lme se* out in Article 1
rot *a"auraph secowa ﬂub~paragraph of the protocol concernmng the
Grand Ducny of Luyenbourg, 1o wine of categony (c) of Artlcle 3 which 1s
Luzcmbourg arzﬁin, subject to the conditions set out in Article 1 of
Regulation (EEC) To,. 3310/75 of the Council of 16 December 1975,,,,

2e On the basi of a report from the Commlss1on, the Coun011 shall
rovicy the situation concarnlng the dero aflons mentloned in paragraph 1
every 5 years and acting on a proposal from the Gommission, shall decide »"
hetlior thoy shall be abollshed. o | - v




 Amex IV (relating to Question T)

’l‘he fonouing interpreta.tmn of the word "mdirectly" m Artzcle 35
_, (alcohol), Article 25 (wme) and Article 18 ('beer) would be. inserted in
'the minutes of' the Council‘ i e : R f

}"Hhera the field of a.ppl:,cation of a tax makes no referenca -to
, .,alcohol (wine) (beer) and the tax is not expressed in terms of
~the content of alcohol (wine) (beer) then, notwithstanding tha.'b
the products subaec’a to such a tax maar conta.m alcohol (wine)
'7.':, (beer), such a tax shall not ‘ne consmdered as indzrec-x: taxa-bzon

' A.‘":Gf alcohol (wme) (beer) in the sense of thasa Articles" Lo








