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EXPLANATORY MEMOR."DUM

Under Council Directive No 72/464/EEC of 19 December 1972
(Article 1(3) and (4) in conjuiction with Article 7(1)), as amended by
Directive No 74/318/EEC of 25 June 1974, the Couhcil must adopt, before
1 July 1975, on the basis of Articles 99 and 100 of the Treaty, a Directive
laying down the sbecial criteria appliceble during the sccond stage of ’
the hérmonization of the structures of excise duties on manufeactured tobacco.

These oriteriz should come into force on 1 July 1976.

For the cxcise duty on cigarettes, the main task is to fix a narrower
range than is laid down in Article 8(2) of the Directive of 19 December 1972
for the ratios between the specific component and the proportional component
of the excisz duty.

TFor the excise duty on other manufactured tobacco, the very structure
of the excise duty still has to be fixecd.

The preparatory work carried out by the Commission showed that for
technical reasons, before drawing up proposals for further moves to harmonize
the structures of excise duty, the problem of defining the various groups
of manufactured tobacco should first be settled. This was the purpose of
the proposal for a second Council Directive on taxes other than turnover taxes
which affect the consumption of manufactured tobacco (1) which the Commission
put before the Council on 29 March 1974 but which has still not been adopted.

It was also seen that views still differed widely as to the
structure of the excise duty on cigorettes, in perticular as regards the
introduction of a narrower range for the ratios between the specific component
end the ad valorem component of the tax as these ratios must tend towards a

single retio which has still to be fixed,

As the ad valorem component of the excise duty, value added tax and
tradiag margins are calculated on the basis of the retail selling price, and
because of the multiplier effeoct of these components m the cost price,

a difference, however slight, between these components may give rise to a

o/

substantial difference in retail selling pfices.

(1) 0J No C 72, 27 June 1974
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The greater divergencies in the market conditions following
the enlargement of the Communit; have also made it more difficult to lay
down satislactory oriteria for méking further progress in harmonizing the

gtructures of excise duties on menufactured tobacco.

Recent consultations carried out by the Commission in order to
advance thc harmonization process merely confirmed the differences in
views on the matter. lMoreover, even assuming thet a compromise solution
could be found, it would be materinlly impossible fof a decision to be '
taken before 1 July 1975, the date by which the Council must, in accordance
with the Directive of 19 December 1972, edopt the special criteria applicable
during the second stzge. The Commiggion therefore feels that the first stage
of harmonization must be cxtended for a year to 30 June 1977.
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Proposal for a Council Directive of seveees
anmending Dircctive NWo 72/264/TEC on taxes other than
turnover texes which affect the consumption of manu-

factured tobacco

Py, PP Pro

THFE COUNCIL OF THS TUROPEN COMMUNITIES,

Having regard to the Treaty esteblishing the Europecn Boonomic Commmity and
in particular Articles 99 and 100 thereof;

Having regard to the proposal from the Commissiong
Having regard to the Opinion of the European Parliament;
Having regard to the Opinion of the Economic and Social Cormittiess

Wherees, pursuent to Council Directive Mo 72/464/TEC (1) of.i9 December 1972,
as amended by Directive No 74/318/ENC (2) of 25 Jue 1974, oa taxes other thon
turnover taxes which affect the consumption of manufaetured tobacco, the
Council must adopt, by 30 Jure 1975, a Directive laying dowm the special
criteria applicable after the first stage which, under Article 7(1) covers,
subject to Article 1(4), = period of 36 months from 1 July 1973;

Whereas in order to lay down the specicl criteria applicable during the
following stage or stages, for technical rezasous the Couwacil, in accordance
with Lrticle 3(2) of the abovenentioned Directive, must adopt in advarce

on a proposal from the Commission, the provisions necessary to determine
the woy in vwhich nanufactured tobacco should be defined cnd clagsified in
groups;

Whereas these provisions are contained in a proposal from the Commissiong

Whercas in order to lay down the special criteria appliceble in the following
stoge or stages, a further examination must be made of the conditions on the

morket in manufactured tobacco in the enlarged Communitys

Whereas it is therefore necessory to extend the first stage for a further

twelve months,

HiS ADOPTED THIS DIRECTIVE

51) 0J No L 303, 31 December 1972, p. 1.
2) 0J No L 180, 3 July 1974, p. 30.
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Lrticle

-

In Article 7(1) of Directive No 72/464/EEC, as amended by
Directive No 74/318/EEC, the words “period of 36 months" shall be replaced
by the words "period of 48 months".

Article 2

[ S o A e W BV g

This Directive is addressed to the Member States.

Done at ssscsecsevosvny
For the Council,

‘The President.
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