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By letter of 27 December 1976 the President of the Council requested
the,European Parliament to deliver an opinion, pursuant to Article 43 of
the EEC Treaty, on an amended proposal for a Council regulation (EEC) on
the common organization of the market in ethyl alcohol of agricultural
origin and laying down additional provisions for certain products containing

ethyl alcohol.

On 5 January 1977 the President of the European Parliament referred
this proposal to the Committee on Agriculture as the committee responsible
and to the Committee on Economic and Monetary Affairs, the Committee on

Budgets and the Committee on External Economic Relations for an opinion.

The Committee on Agriculture appointed Mr Liogier rapporteur.

On 13 October 1977 the President of the European Parliament referred
the proposal, at the request of the Committee on Economic and Monetary
Affairs, to the Legal Affairs Committee for an opinion on its compatibility
with Protocol No. 19 to the Treaty of Accession.

At its meetings of 26/27 April and 23/24 May 1977 the Committee on
Agriculture held an exchange of views on the Commission's amended proposal.

It considered the motion for a resolution at its meetings of 20/21
September, 20/21 October, 3/4 November and 20/21 December 1977 and, at the

last of these meetings, adopted it unanimously.

Present: Mr Houdet, chairman; Mr Liogier, vice-chairman and rapporteur;
Mr Ligios, vice-chairman; Mr Andersen, Mr Berkhouwer (deputizing for
Mr Cifarelli), Mr Bourdellés, Mr Dewulf, Mr Fioret (deputizing for Mr Pucci),
Mr Frih, Mr Fuchs (deputizing for Mr Ney), Mr Kofoed, Mr Lemp, Mr H.W.MOller
(deputizing for Mr de Koning) and Mr Pisoni.

On 16 January 1978 the European Parliament decided, at the request of
Mr Bangemann on behalf of the Legal Affairs Committee, to postpone consideration
of the report by Mr Liogier to a subsequent part-session to allow the Legal
Affairs Committee sufficient time in which to draw up a supplementary opinion.

On 14 April 1978 the Commission informed Parliament that it had decided
to modify its amended proposal for a regulation in view of the reservations
expressed by the Committee on Agriculture and that it would be consulted on

a new proposal.
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On 22 May 1979 the Commission forwarded amendments to its amended
proposal for a regulation to the Council pursuant to the second paragraph
of Article 149 of the EEC Treaty.

On 26 June 1979 the President of the Council requested the European
Parliament to deliver an opinion on the amendments to the amended proposal
for a Council regulation on the common organization of the market in ethyl
alcohol of agricultural origin and laying down additional provisions for
certain products containing ethyl alcohol.

On 5 July 1979 the President of the European Parliament referred these
amendments to the Committee on Agriculture as the committee responsible and
to the Committee on Budgets, the Committee on External Economic Relations, the
Committee on Economic and Monetary Affairs and the Legal Affairs Committee for

an opinion.

At its meeting of 26 September 1979 the Committee on Agriculture
appointed Mr Debatisse rapporteur. Subsequent to the latter's resignation
from the European Parliament on 23 October 1979, the Committee on Agricul ture
appointed Mr Dalsass rapporteur at its meeting of 28/29 November 1979.

It considered the amended proposal for a regulation, the amendments thereto
and the draft report at its meetings of 1/2 October 1979, 22/23 April 1980,
23/24 September 1980, 23/24 June 1981, 7/8 January 1982, 26/27 January 1982,
25/26 May 1982, 23/24 November 1982 and 18/19 January 1983.

On 21 May 1981 the Committee on Agriculture organized a hearing, to
which it invited the chairmen and rapporteurs of the committees asked for
an opinion, all interested Members and representatives of the Commission
and Council legal services, with a view to considering the legal problems .
raised by the amended proposal for a regulation and the amendments thereto. )

At its meeting of 18/19 January 1983 the Committee on Agriculture !
decided by 18 votes to 10 with 3 abstentions to recommend to Parliament that

it approve the Commission's proposal with the following amendments.

The Commission did not give its views on these amendments.
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The committee then adopted the motion for a resolution as a whole by
18 votes to 10 with 3 abstentions.

The following took part in the vote: Mr Curry, chairman; Mr Frih,
vice-chairman; Mr Colleselli, vice-chairman; Mr Dalsass, rapporteur;
Mr Barbagli (deputizing for Mr Clinton), Mrs Castle, Mr Costanzo (deputizing
for Mr Kaloyannis), Mr Diana, Mrs Ewing (deputizing for Mr Davern), Mr Helms,
Mrs Herklotz, Mr Howell, Mr Jirgens, Mr Ligios, Mr Maffre-Baugé, Mr Marck,
Mr Martin (deputizing for Mr Vitale), Mrs S. Martin, Mr Mertens, Mr Mouchel,
Mr Nielsen, Mr Papapietro, Mr Provan, Mrs Rabbethge (deputizing for Mr Bocklet),
Mr Skovmand, Mr Stella (deputizing for Mr d'Ormesson), Mr Sutra De Germa,
Mr J.D. Taylor (deputizing for Mr Hord), Mr Thareau, Mr Tolman and

Mr Vernimmen.
The opinions of the Committee on Budgets, the Committee on Economic and

Monetary Affairs, the Committee on External Economic Relations and the Legal

Affairs Committee are attached.
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""" The Committee on Agriculture hereby submits to the European Parliament

‘the following amendments to the Commission's amended proposal, motion for a

resolution and explanatory statement:

AMENDMENTS TABLED BY THE COMMITTEE
ON AGRICULTURE ’

Amendment No. 1

The title of the proposal for a
regulation to be amended as follows:

Amended proposal for a Council
regutation (EEC) on the common organi-
zation of the market in ethyl alcohol

of agricultural origin

TEXT PROPOSED BY THE COMMISSION

Proposal for a Council regulation
(EEC) on the common organization of
the market in ethyl alcohol of
agricultural origin and laying down
additional provisions for certain
products containing ethyl alcohol

PE 65.506/fin.



Amendment No. 2

Having regard to the Treaty establish-
ing the European Economic Community,
and in particular Awticles 42, 43 ang
235 thexeof,

1st recital upchapged.

2nd recital unchanged -

Amendment No. 3

- e -

Whereas the aim of the common agri-
cultural policy i§ to achieve the
objectives spgcified in Article 39

of the Treaty; whereas the situation
of the market in ethyl alcohol of
agrxcqltur ) 3 orlg;n is charanterlzed
in particular by the fact that overall
production 1§ ip excess of Community
consumption; whergas it is necessary
to maintain prlces on this market at a
level which 1is competitive with world
prices; whereas, therefore, measures
should be adopted to stabilize the
market and ensure a fair income for
the producers concerned;

*oJ € 309, 31.12.1976

THE COUNCIL OF THE EUROPEAN
COMMBNITIES

Havxng reqard to the Treaty establish-
ing the B ‘}w Boenanic, Community,
and in art lar Articles 28, 42, 43,
113. 22 andua thgzeaf,

Having regard to the proposal from
the Comm;ss;ga,

Having regaxd to the opinion of the
Buropean Paxllament,

Having regqrd to the opinion of the
Economic and Social Committee, .

Whereas the opgratxon and development

of the common market in agficultural
products mugt be accompanied by the
establishdment of a common agricultural
policy, ingluding a common organization
of agricultural markets which may take ,

various forms depending on the product;

Whereas the comversion of certain agri-
cultural raw materials into ethyl

alcohol of agricuyltural Otl%ln is closely
linked with the economy 6f those raw
materials since it largely contributes

to the resllzatlon of their value; whereas
this process may be of particular econo-
mic and social importance for the economy
of certain regions of the Community, or
it may be a major source of income for
producers of certain agricultural raw
materials; whereas in other cases it
enables products of unsatisfactory
quality to be disposed of, and also the
short-term or permanent surpluses of
certain products which cause serious
economic problems. whereas, lastly in the
case of certain products it is the only
means of realizing their value;*
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Amendment No. 4

New recital 2b

Whereas, to this end, it is necessary
for measures to be taken to facilitate
the adaptation of supply to market re-
quirements and for a subsidy to be
granted to replace all national forms
of production aid; whereas, in view of
the factors characterizing the produc-
tion of ethyl alcohol of agricultural
origin, provision should be made for
this subsidy to be granted at a fixed
rate per hectolitre;

-7 - PE 65.506/¢in,



Amendment No. b

3rd_recital

Whereas provision should be made to allow
the production of ethyl alcohol of agri-
cultural origin to be maintained at a
level which corresponds to agricultural,
economic and social requirements and
whereas excess production of this alco-
hol which would run counter to the
establishment of a balance between
production and possible uses should be
prohibited; whereas the amount of pro-
duction subsidized should therefore be
limited and whereas this amount should
be adapted in the light of the above-
mentioned requirements and of the
possibilities for use;

*OJ C 309, 31.12.1976

Whereas provision should be made to
guarantee production of the quantity
of ethyl alcohol of agricultural
origin which corresponds with agri-
cultural, economic and social
requirements and whereas excess pro-
duction of this alcohol which would
run counter to the establishment of

a balance between production and
possible uses should be prohibited;
whereas a market should therefore

be guaranteed for only a limited
quantity of agricultural alcohol

and whereas this quantity should

be adapted in the light of the above-
mentioned requirements and of the
possibilities for use in the reserved
sectors;*

PE 65.506/ fin.



¢ 'flth recital unchanged.

Amendment No. 6

sth_recital

Whereas, in order that ethyl alcohol
of agricultural origin should be
guaranteed at least those markets on
which, in the Community, it enjoys

an unchallenged position, oral con-
sumption and vinegar-making should be
established as the reserved sectors
for its utilization;

Amendment No. 7

6th recital deleted

Amendment No. 8

7th recital deleted

*oJ ¢ 309, 31.12.1976

Whereas, so that Community producers
and users of alcohol may make at least
medium-term forecasts, the limited quantity
for which a market is guaranteed should be
progranmed and whereas, for that purpose,
this quantity should first of all be appor-
tioned among the different alcohol-producing
agricultural products and then among the
Coammunity producer undertakings; whereas
provision should be made for these mechanisms
to be applied with a certain degree of flexi-
bility, especially as regards alcohol cbtained
in connection with the intervention measures
laid down in the Regulations on the common
organization of the market in wine and on the
common organization of the market in fruit
and vegetables;*

Whereas, in order to provide a guaranteed
market for such alcohol, seeing that ethyl
alcohol of non-agricultural origin can
always be substituted for it and can usually
be produced at a lower cost, it is necessary
to require that ethyl alcohol of agricultural
origin be utilized in reserved sectors while
enabling those quantities of such alcohol
which cannot be disposed of in those sectors
to be utilized in others, and also to require
the intervention agencies to buy in at a set
price the alcohol which is offered to them;*

Whereas, to enable the agricultural alcohol,
within the limits of the guaranteed quantity,
to be disposed of in the reserved sectors
whatever the price of the alcohol-producing
product, it is necessary to bring into
balance the prices of agricultural alcohol

of various origins by levying or paying out,
as the case may be, a sum which takes account
of the cost of the raw material used, distil-
ling costs and, where appropriate, traditional
production conditions and also to ensure the
progressive modernization and rationalization
of the Community production machinery;*

Whereas prices should be balanced at a rela-
tively low level, by reference to the price
of grain spirits; whereas certain
spirituous beverages will thereby be placed
at a campetitive disadvantage campared with
other spirituous beverages obtained from
alcohol; whereas the price-balancing mechanisms
provided for in respect of alcohol should
therefore be extended to the spirituous
beverages thus placed at a disadvantage, in
order to permit the marketing of a specified
quantity of such spirituous beverages;*

- PE 65.506/fin.



Amendment No. B

8th recital &eleteéd

Amerndm&Ent No. 10

9th recital deleted

Ameri@inent M6, 11

10th retital deleted

Améndiient Ko, 12
14th recital deleted

Amendient Mo, 13
18th pedital déleted

Evendment No. 34
15th peeital deleted

ES I

*
0F ¢ 309, 31.12.,1976

Whereas, however, molasses alcohol

can corfpete with synthetic alcohol, whereas

it is thdrefore necessary to exclude molasses
aleohol from the marketing quarantees accorded
for other types of agricultural alcohol;

wherdas this new competitive situation may

ehddfijer dertain undertakings and whereas
provision should therefore be made for measures
to alleviate such difficulties in certain cases;*

¥hereas controls of the production, movement
and destination of alcchol and spirituous
beverages will be necessary as a means of
ensuring the stability of the market and its
doservations*

Whereas in order to protect producers against
unfair competition and consumers fram confusion
and deception, rules are required as to the
designation and presentation of products;*

Whereas the competent authorities must be able
to keep the movement of trade continuously
under review, in order to assess the market
trend and to apply as appropriate the measures
provided for in this Regulation; whereas to
that end provision should be made for the
issuing of import and export licences coupled
with the provision of security guaranteeing
that the operations in respect of which the
licences were applied for will be carried out;*

Whereas the creation of a single Community
market for ethyl alcohol of agricultural
origin involves the introduction of a single
trading system at the external frontiers of
the Cammunity; whereas this system, combined
with the imtervention system, must comprise
a system of import levies and export refunds
in ordexr to stabilize the Gomnunity market,
in particular by preventing price fluctuations
on the world market fram affectmg prices
ruling within the Oommmlty,

Whereas in principle this aim can be achieved
thréugh the imposition on imports from third
ootmtnes of levies which take account of the
effect on production costs of the difference
betieen the prices of alcohol-producing
agricultural products in the Community and
mtheworldmﬂtetandoftheneedtogro-
tect the Comffunity distilling industry;

-10 - . PE 65.506/fin.



Amendment No. 15

l4th recital deleted

Amendment No. 16

15th recital deleted

Amendment No. 17

16th_recital

Whereas, to the extent required by the
situation on the Community market, pro-
vision should be made for prohibiting
recourse to inward processing arrange-
ments;

Amendment No. 18

17th recital deleted

Amendment No. 19

18th recital deleted

Amendment No. 20
19th recital

Whereas the effectiveness of all the
measures governing the common organiza-
tion of the market in ethyl alcohol of
agricultural origin would be jeopardized
by the granting of certain kinds of aid
by certain Member States; whereas the
provisions of the Treaty which allow

the assessment of aid granted by Member
States and the prohibition of aid which
is incompatible with the common market
should be made applicable to ethyl alco-
hol of agricultural origin;

*
03 C 309, 31.12.1976

Whereas provision for the granting on exports
to third countries of a refund equal to the
difference between the prices of ethyl alcohol
of agricultural origin within the Community
and on the world market would serve to safe-
guard Commnity participation in international
trade in ethyl alcohol of agricultural origin
and in products containing such alcohol;*

Whereas, however, by reason of the special
market situation of certain spirituous
beverages obtained fraom cereals and exported
to third countries and, in particular, of
the need for the Community distilling industry
to maintain competitive prices on the world
market, it is necessary to ensure that the
alcohol-producing agricultural products
utilized by that industry are made available
to it at a price lower than that resulting
from the application of the system of levies
and cammon prices; whereas for that purpose
provision should be made for a production
refund to be paid for the manufacture of such
beverages;*

Whereas, in addition to the system described
above, and to the extent required by the
market situation, provision should be made
for prohibiting recourse to inward processing
arrangements;*

Whereas, in addition, the Community should
be enabled to take the necessary measures
to mitigate the difficulties arlslng from
any shortage of ethyl alcohol;

Whereas the measures referred to above make
it possible to dispense with all other
protective measures at the external frontiers
of the Community; whercas, however, the
mechanisms provided tor may in exceptional
circumstances prove defective; whereas, so
as not to leave the Community market without
defence in such cases against disturbances
which may arise therefrom, the Community
should be enabled to take all necessary
measures without delay,

Whereas the establishment of a single market
based on a cammon price system would be
jeopardized by the granting of certain kinds
of aid; whereas the provisions of the Treaty
which allow the assessment of aid granted by
Member States and the prohibition of aid
which is incampatible with the common market
should therefore be appllcable to ethyl
alcohol of agricultural orlgln-

PE 65.506/fin.



Amendment No. 2L

20th recital deleted

21sb recitad unchanged

Am&ndmﬁnﬁ No. 22

e e e

Whereas the Preaty does not specifically

provide the powerns necessary to enable

the measures: concerning the reservation

of seqtors of utilization to be taken

within the same legal framework as that
on which the cammon organization of the
market in ethyl alcohal of agricultural
origin i& baeseds whereas those measures
must canseguently he taken on the basis.

of Article 235 of the Treaty;

AMmendmant Ne. 23

23nd: recital deleted

Amendment No. 24

24th recital deleted

25ch necital unchanged

»
QJ: ¢ 309, 31.12.1976

-12—

Whereas, moreowver, provision should be

made for taking: appropriate measures in
respect of ethyl alcehol and spirituous
beverages. cbtained fram sugar cane in order
to maintain the level of employment of sugar
cane producers in the French overseas
departments and to antee a fair income
to these producers;

Whereas certain trapsitiomal measures may
prove necessary to facilitate the transition
from the present arrangements to the system
arising fram this Regulation and the transi-
tion from one marketing year to the next,
and whereas provision should therefore be
made for the adoption of such measures;*

Whereas the Treaty does not specifically
provide the powers necessary to enable the
measures. concerning the reservation of
sectors of utilization and those concerning
intervention in respect of certain spirituous
beverages to be taken within the same legal
framework as that on which the camwnon organi-
zation of the market in ethyl alcohol of .
agricultural origin is based; whereas those
measures must consequently be taken on the
basis of Article 235 of the Treaty;*

Whereas, in view of the special importance
of the production of ethyl alcohol of
agricultural origin and of spirituous
beverages for the economy of the French
overseas departments, the provisions.con-
cerning the Guarantee Section of the
Buropean Agricultural Guidance and Guaran-
tee Fund and the provisions adopted in
respect of the products specified in
Article 1(1)(d) and (e) should be applied
to the said departments;™

Whereas in order to curb the production

of ethyl alcohol of agricultural origin
and spirituous beverages, and also in
order to ensure same structural improvement
of such production, these products should
be subject to a levy based solely on the
alcohol content; *

Whereas the common organization of the
market in ethyl alcchol of agricultural
origin must take appropriate and simul-
taneous account of the objectives set
out in Articles 39 and 110 of the Treaty;*
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Amendment No. 25

26th recital deleted

27th recital unchanged

Amendment No. 26

28th recital

Whereas it should be laid down that
financial responsibility for the
expenditure incurred by Member States
as a result of their obligations under
this Regulation should be borne by the
Community, in accordance with the
regulations governing the financing

of the common agricultural policy;

*oJ € 309, 31.12.1976

- 13_

Whereas the still, fermented beverages falling
within heading No. 22.07 of the Common Customs
Tariff of an actual alcohol strength exceeding
15° should be covered by the common organiza-
tion of the market in ethyl alcohol and whereas
these products should therefore be withdrawn
from the camon organization of the market
established by Council Regulation (EEC)

No. 827/68 of 28 June 1968 on the common
organlzatlon of the market in certaln products
listed in Annex II of the Treatyl, as_ last
amended by Regulation (EEC) No. o™

Whereas, in order to facilitate implementation
of the proposed measures, a procedure should
be provided for establishing close cooperation
between Member States and the Commission
within a Management(kmudttee;*

Whereas the expenditure incurred by Member
States as a result of their cbligations
under this Regulation is to be borne by the
Comunity in accordance with Articles 2 and
3 of Council Regulation (EBC) No.729/70 of
21 April 1970 on the financing of the cammon
agricultural policy2, as last amended by
Regulation (EEC) No. 27887723, *

o7 No L 151, 30.6.1968, p. 16
207 No L 94, 28.4.1970, p. 13
307 No L 295, 30.12.1972, p. 1
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Aper nt No. 27

Article 1(1)

HAS JADOPTED THIS REGULATION:
Article 1
Products covered

1. This Regulation shall apply to the
following products:**

CeT ‘heading No |

Description

‘ ‘CC‘I.‘ heading No Description

{a)22.08 A 1

22.08B1

22.09A1

| Undenatured ethyl
of -80° or higher, of

Penatured ethyl alcohol

of any strength, of
agricultural origin

alcohol of a strength

agricultural origin

Undenatured ethyl
alcohol of a strength of
less than 80°, of

agricultural origin

(a) 22.08A 1 Denatured ethyl alcohol of any
strength, of agricultural
origin

Undenatured ethyl alcohol of a
strength of 80° or higher, of
agricultural origin

22.08 B 1

22.09 A1 Undenatured ethyl alcohol of a
strength of less than 80°, of

agricultural origin

(b) 22.07 B II b) | Other fermented beverages,
(e.g. cider, perry and mead),
other, still, of an actual
alcoholic strength by volume
exceeding 15% vol

(c) 20.06 B I b) |Fruit otherwise prepared or
preserved, other, containing
added spirit, with an actual
alcohol content exceeding
11.85% mas

22.05C IV a) 2
and
22.05C IV b) 3

Wine fortified for distillation,
within the meaning of Additional
Note 4 b to Chapter 22

22.05CV Wine of fresh grapes; grape
must with fermentation arrested
by the addition of alcohol,
ather, of an actual alcoholic
strength by volume exceeding
22% vol

Compound alcoholic preparations
(known as 'concentrated ex-
tracts') for the manufacture
of beverages

Spirituous beverages

(d) 22.09 B

22.09 C

(e) 22.06 Vermouths, and other wines of

fresh grapes flavoured with

e e T3

-pencment No. 28

L e o o Ao &2 e e o -

Article 1(2)
2.

Fhis Begulation.establishes in res-

llaect #f the products specified in paragraph

- a commEn organization of the market in
ethyl aleohol of agricultural origin,

- rules supplementing the provisions
applicable to same of these products in
connection with the regpective common
organizations of the market in fruit and
vegetables and in wine.

**0J C 193,31.7.1979

2. This Regulation establishes in respect of the
products specified in paragraph 1:

- under (a) and (b), a comwon organization of the
market in ethyl alcohol of agricultural -origin,

- under (c), rules supplementing the provisions
applicable to these products in connection with
the respective common organizations of the market
in fruit and vegetables and in wine,

- under (d) and (e), rules concerning conditions
for marketing and arrangements governing trade
and the possible introduction of an intervention
and price system.**

14 - PE 65.506/fin.



Amendment No, 29

Article 1(3)

3. For the purposes of this Regulation
'ethyl alcohol of agricultural
origin' means the liquid obtained
by distillation, after alcoholic
fermentation, from alcohol-
producing agricultural products.
(rest deleted)

Article 1 (4) unchanged

Amendment No. 30

Article 1(5) deleted

*
O0J C 309, 31.12.1976

- 15 -

3. For the purposes of this Regulation
'ethyl alcohol of agricultural origin' means
the liquid obtained by distillation, after
alcoholic fermentation, from alcohol-producing
agricultural products, excluding:

(a) liquids obtained exclusively from the
distillation, whether or not after
fermentation, of alcohol-producing
agricultural products which give to the
liquid organoleptic characteristics
discernible by the consumer and which
have, on leaving the stills:

- either an alcoholic strength not
exceeding 83% vol,

- or a volatile content (excluding
ethyl alcohol) of not less than
90 g per hectolitre of pure alcohol;

(b) liquids intended for direct human con-
sumption and obtained from the distilla-
tion of fermented cereal must, whether
or not together with fruit, having

. organoleptic characteristics discernible
by the consumer.*

4. For the purposes of this Regulation
+alcohol-producing agricultural products'
means the products falling within Chapters
7,8,10,11,12, and 23 and headings Nos
17.01, 17.02, 17.03, 17.05, 22.04, 22.05
and 22.07 of the Common Customs Tariff.

The Council, acting by a qualified majority
on a proposal from the Commission, may alter
the list of chapters and headings of the
Common Customs Tariff referred to in the
preceding subparagraph, subject to the
limits laid down in Annex II to the Treaty.”*

5. The methods to be employed for measuring
the levels specified in paragraph 3 shall be
adopted in accordance with the procedure
laid down in Article 35.

In accordance with the same procedure it
may be decided to make the use, referred to
in paragraph 3(b), conditional on conpllange
with certain requirements as to marketing.

PE 65.506/fin.



Amendment No. 31

Article la (new)

e -

The marketing year for ethyl alcohol of
agricultural origin shall begin on 1
July e€ach year and end on 30 June of
the following year.

Amendment No. 32

=0~ R

Under the conditions laid down in
paragraph 4, a fixed~rate subsidy
shall be granted for the production
of the products specified in Article
1(1) and obtained from the following
alcohol-producing agricultural
products harvested in the Community:

Sugar beet
Cereals
Potatoes
Fruit
Sugar cane

The amount of the subsidy shall be

fixed per hectolitre of ethyl alcohol

at 100% vol in such a way as to guaran-
tee a fair income for the agricultural
produce#, taking into account the present
situation and foreseeable trends on the
market.

The amount of the subsidy shall be varied
on the basgis of the alcohol-producing
agricultural product used. The amount of
the subsidy shall.be uniform for each of
these alcohol-producing agricultural
products throughout the Community. It
may be varied on the basis of the quality
of the alcoheol obtained and of the size of
the distillery. .

The amount of the subsidy shall be fixed

in accordance with the procedure laid down
in Article 43(2) of the Treaty. It shall

be fixed before 1 July each year for the
following.crop year. The Council shall
ensure that the subsidy thus fixed does not
result in unacceptable distortions of
competition as between the different agri-
cultural alcohols produced in the Community.

The" Council, acting by a:qualified majority
orf a -proposal from the Commission, shall
addpt' general rules for the application of
this Article.

Detailed-rules for the application of Ehis
Article shall be_adopted in accordance with
the procedure laid down in Article 35.

-16 -
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Amendment No. 33

1.

For each of the alcohol-producing raw
materials specified in Article 1lb(1l)
the subsidy shall be granted for a
limited quantity of ethyl alcohol

of agricultural origin.

The quantities referred to in the

preceding paragraph shall be determined .

by reference to

- average production during the last
five known marketing years, and

- possible production outlets.

To this end, the Commission shall each
year submit a report to the Council to
enable it to assess these factors and
likely trends.

The quantities referred to in paragraph
1 shall be fixed in accordance with the
procedure laid down in Article 43(2) of
the Treaty.

Detailed rules for the application of
this Article shall be adopted in
accordance with the procedure laid down
in Article 35.

-17 -
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Article 2 *
Grouping into types

Amendment No. 34

Article 2 deleted
The kinds of ethyl alcohol of agricultural origin
specified in Article 1(1)(a) may be grouped into
types according to the alcohol-producing agricul-
tural products used in accordance with the procedure
laid down in Article 43(2) of the Treaty.

Amendment No. 35 Article 3 ,

Article 3 deleted Target prices

1. A target price shall be fixed for each type

of ethyl alcohol of agricultural origin. The
target prices shall be valid for unpackaged goods
of a standard quality, ex-factory, loaded on the
means of transport chosen by the purchaser. They
shall be fixed for one marketing year. ‘Marketing
year' means the period running fram 1 July of one
year to 30 June of the next.

2. The target prices shall be determined by
reference to the price of the corresponding
alcohol-producing agricultural product and to
fixed amounts, valid throughout the Community,
representing:

(a) the 'prooessing margin, established in the
light of the need progressively to modernize
and rationalize the Commmnity production
potential;

(b) the yield;

(c) the receipts of distillers from the sale of
the by-products of distillation.

For each alcohol-producing agricultural product
which is covered by an intervention system under
a cammon market organization, the price to be
taken into consideration may not exceed the inter-
vention, withdrawal or activating price or the
minimum price applicable under that system.

The target prices shall be so fixed as not to lead
to increased production as long as the production
cost of such alcohol is not competitive with the
market price for synthetic alcohol.

3. By way of derogation from paragraph 2, the

target price for alcohol cbtained from wine under

the intervention measures in the wine sector shall

be fixed at the level of the selling price for the
oral consumption sector referred to in Article 10(2). !

*

O0J C 309, 31.12.1976
* %

OJ C 193, 31.7.1979
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deleted (contd)

*k
0J C 193, 31.7.1979

4. Special target prices may be fixed b;*
reference to the size of the distillery during

an adjustment period in the course of which

the exercise of such option shall be progressively
reduced. This period may not exceed 10 years.

5. The standard qualities and the target prices
shall be fixed annually before 1 January for the
following marketing year. They shall be fixed
in accordance with the procedure laid down in
Article 43(2) of the Treaty.

- 19 _ PE 65.506/fin.



Amendment No. 36

Article 4 deleted

ETy
0J C 193, 31.7.1979

Article 4 %
Marketing guarantee

1. A limited quantity of ethyl acchol of agricul-
tural origin produced in the Community shall be
guaranteed an outlet on the Camunity market in
accordance with the following provisions.

2. Every three marketing years before the first of
January preceding the end of the third of such
marketing year and for the first time before 1 April
1980, a target quantity shall be fixed for each type
of ethyl alcohol of agricultural origin. It shall
be valid for the whole of the period covering the
five marketing years following the date on which it
is fixed.

The target quantity shall be calculated on the basis
of the quantities produced during the five preceding
marketing years, and of prospects in the reserved
sectors over the five subsequent marketing years.

However:

- for the types of ethyl alcohol of agricultural
origin obtained fram alcohol-producing products
other than molasses and those in respect of
which distillation measures have been implemented
under the relevant cammon market organization, the
target quantity shall be equal to the total pro-
duced in the five preceding marketing years:

- for molasses alcohol, the target quantity shall
be based on the quantities of that type of
alcohol marketed over the five preceding marketing
years in the reserved sectors specified in
Article 9(1).

3. A guaranteed quantity valid for the following
marketing year shall be fixed annually befare

1 January for each type of ethyl alcohol of
agricultural origin.

The guaranteed quantity mast be established within

the limits of the target quantity fixed for the
particular type of alcohol. It shall be determined

by reference in particular to the quantities

actually produced and sold during the marketing years
preceding the period under consideration and to the
production and sales prospects in the current marketing
year for the alcohol-producing agricultural product or
products in question.

4. The guaranteed quantities relating to those
alcohol-producing agricultural products in respect of
which distillation measures have been implemented

under the relevant common market organization
may be adjiisted at the end of the
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deleted (contd)

*k
OoJ C 193, 31.7.1979

marketing year, within the limits of Eﬁe
target quantity.

5. The target quantities and the guaranteed
quantities shall be fixed in accordance with
the procedure laid down in Article 43(2) of
the Treaty.

6. Detailed rules for the application of this
Article, including the adjustments referred

to in paragraph 4, shall be adopted in accordance
with the procedure laid down in Article 35.
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Amendment No. 37
Article 5

Apportionment among distillers

1. The quantities referred to in
Article 1lc(l) shall be apportioned
among Community distillers.

2. The apportionment among Community
distillers shall be done before 1
November each year for the following
marketing year in accordance with the
procedure laid down in Article 35,
taking account of the distillers'
average production during the last
five marketing years.

3. The Council, acting by a quali-
fied majority on a proposal from the
Commission, shall adopt general rules
concerning the apportionment among
Community distillers, taking into
account
- the need to reserve a share of
production for new distillers,
and
~ the possibility of transferring
all or part of the production of
one distiller to another or from
one marketing year to another.

4. Detailed rules for the application
of this Article shall be adopted in
accordance with the procedure

laid down in Article 35.

*

0J C 309, 31.12.1976
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Article 5 *
Apportionment among distillers

1. The guaranteed quantities shall be apportioned .
among Community distillers.

That portion of the guaranteed quantity allotted to
a distiller is hereinafter referred to as the
'quaranteed quota’.

In the event of Article 4(4) being applied, the.
guaranteed quota shall be adjusted by reference!
to the variations thus decided on.

2. The apportionment among Community distillers
shall be done before 1 May each year for the follow-
ing marketing year and in accordance with the -
procedure laid down in Article 35. However, the
Council, acting by a qualified majority on a
proposal from the Commission, may decide that

for a period which may not exceed five marketing
years from the date on which this Requlation takes
effect apportionment is to be done by the Member
States. 1In that case, the guaranteed quantities
allocated to each Member State shall be determined
by reference to the average actual output of
alcohol of thetype or types concerned in the
Member State in question over the preceding five
marketing years.

v

3. Provision may be made for any Commmnity
distiller to transfer to another Cammnity distil-
ler all or part of the guaranteed quota allotted.
Such transfer shall alter, for the marketing year
in question, the guaranteed quotas allotted to the
distillers concerned.

’
H

t
4. The Council, acting by a qualified majority,
on a proposal from the Commission, shall adopt +
general rules concerning the apportionment of
the guaranteed quantities among Community
distillers, taking into account the need to
reserve a share of production for newly
established distillers.

5. Detailed rules for the application of

this Article, including the conditions under
which the transfers referred to in paragraph 3 ;
may be effected, shall be adopted in accordance.
with the procedure laid down in Article 35.

PE 65.506/fin.
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Amendment No. 38

Article_5a(new)

—— - - - -

The Council, acting by a qualified

majority on a proposal from the

Commission, shall adopt general rules

to which Community distillers must ¢
conform in their relations with producers

of alcohol-producing agricultural

products. 1
Article 6

Amendment No. 39 Compulsory buying-in

Article 6 deleted 1. Throughout the marketing year the

intervention agencies designated by
Member States shall be obliged, subject
to conditions to be laid down, to buy in
ethyl alcohol of agricultural origin -

. , offered to them by producers within the
limits of the guaranteed quota allotted
to the distiller in question for the
current marketing year and subiggt to
the application of Article 13.

2. The intervention agencies shall buy in
the ethyl alcohol of agricultural origin
offered to them at the target price valid

i for the kind or type of agricultural ethyl
alcohol in question and, where appropriate,
for the size of the undertaking.

If the quality of the alcohol offered differs
from the standard quality for which the
target price has been fixed, the latter
shall be adjusted by applying increases

N *
or reductions.

3, Detailed rules for the application of
this Article, in particular as regards:

- the minimm quality and quantity required
for intervention,

= the scale of increases and the scale of
, reduction,

i

- the procedures and conditions for taking
over by the intervention agencies,

shall be adopted in accordance with_ the
procedure laid down in Article 35. ©

* .
0J C 309, 31.12.1976

*
OJ C 309 of 31.12.1976, as amended
by 0J C 193 of 31.7.1979
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Article 7
Amendment No. 40 **
T Transitional measures for molasses
Article 7 (new)

alcohol

alcohol (deleted)

1. 1If the molasses alcohol market in
the Community is disrupted or
threatened with disruption by
competition from other types of
alcohol, particularly non-agricultural
alcohols, suitable measures, including
temporary aid, may be applied to this
alcohol until the disruption or
threat of disruption is no longer
present.

2. Detailed rules for the application
of this Article shall be decided
upon in accordance with the pro-
cedure laid down in Article 35.

Amendment No. 41 Article 8

*
Article 8 deleted _ Sale of alcohol by intervention agencies

1. The intervention agencies shall be responsi-
ble for the storage and marketing, including
exportation where appropriate, of the ethyl
alcohol of agricultural origin bought in.
Provision may be made for them to undertake in
particular the rectifying and denaturing of the
alcohol they have bought in.

2. The intervention agencies may sell only
alcohol of a strength of not less than 95% vol
and residual or denatured alcohol.

3. Alcohol bought in by the intervention agencies
shall be disposed of in the reserved sectors at
the prices referred to in Article 10. Where the
disposal possibilities are insufficient, provi-
sion may be made for the intervention agencies

to invite tenders in the unreserved sectors.

The invitations to tender shall be issued under

! conditions which ensure equality of access and
equal treatment of purchasers and avoid any
disturbance of the markét in alcohol in these
sectors.

4. Detailed rules for the application of this

, Article, including the requirements in respect
of storage, marketing and invitations to tender,
shall be adopted in accordance with the procedure
laid down in Article 35.

*
OJ C 309, 31.12.197e6

* %
0J C 193, 31.7.1979
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Amendment No. 42

Article 9

Reserved sectors

1. Ethyl alcohol used in the reserved
sectors or for the manufacture of
products 'belonging to the reserved
sectors must be exclusively ethyl

alcohol of agricultural origin.

'Reserved sectors' means the
following: ’

- oral consumption

- vinegar-making.

The precise limits of the reserved
sectors shall be defined in
accordance with the procedure laid
down in Article 35.

Detailed rules for the application
of this Article shall be adopted
in accordance w1th the same
procedure.

*
0J C 309, 31.12.1976

- 25

Article 9
*
Reserved sectors

1. Ethyl alcohol used in the reserved
sectors or for the manufacture of products
belonging to the reserved sectors must be
exclusively ethyl alcohol of agricultural
origin,

'Reserved sectors' means the following:

- oral consumption,
- vinegar-making,
- the pharmaceutical industry.

2. Paragraph 1 shall not apply to medicinal
products which in the finished state no longer
contain ethyl alcohol.

3. However, for a transitional period of five
marketing years from the date on which this
Requlation takes effect, and for Member States
who' so0 request, the alcohol requirements of
users in the perfumery and cosmetics industries
may be reserved for ethyl alcohol of agricul-
tural origin in respect of products manufactured
on the territory of those Member States.

4. ' The precise limits of the reserved sectors
shall be defined in accordance with the
procedure laid down in Article 35

Detailed rules for the application of this

Article shall be adopted in accordance
with the same procedure.

- PE 65.506/fin.



Amendment No. 43

Article 10 deleted

*
O0J C 309, 31.12.1976
* %k

0J C 193, 31.7.1979

Article 10
Fixing of the selling price for reserved sectors

1. A selling price shall be fixed for agricul-~
tural ethyl alcohol of all types and for each of
the reserved sectors.”

2. For the oral consumption sector the selling
price referred to in paragraph 1 shall be fixed
by reference to the target prlce for ethyl
alcohol cbtained fram cereals.”

In the case of the phaxmaoeutical, perfumery and
cosmetics sectors the sale price referred to in
paragraph 1 shall be fixed taking into cons*dera—
tion the market price of synthetic alcohol.

3. The selling prices shall be fixed annually
before 1 January for the following market year
in accordance with the procedure laid down in
Article.43(2) of the Treaty. The standard
qualltles to whick these prices relate shall e
fixed in accordance with the same procedure.”

4. If the quality of the ethyl alcohol of
agricultural origin sold differs fram the standard
quality for which the selling price has been
fixed, the latter shall ge adjusted by applying
increases or reductians.

5. Detailed rules for the application of this
Article, including the scales of increases and
reductions to be applied to the sellmg prlces
of ethyl alcchol of agricultural orlgm in the
reserved sectors, shall be adopted in accordance
with the procedure laid down in Article 35.%
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Amendment No. ﬁ .

Article 11 deleted

Y03 ¢ 309, 31.12.1976

Article 11
Equalization*

!

1, wWhere ethyl alcohol of agricultural origin
of a particular type, whether or not imported,
is sold to a user in one of the reserved sectors
and the target price for that alcohol is lower
than the selling price fixed for the reserved
sector, the Member States shall levy an equali-
zation charge.

The equalization charge shall be equal to the
difference betwedn the said target and selling
prices.

2, Where ethyl alcohol of agricultural origin
of a particular type produced in the Cammunity
from alcohol-producing agricultural products
obtained or harvested in the Community is sold
to a user in one of the reserved sectors and
the target price for that alcohol exceeds the
selling price fixed for the reserved sector, the
intervention agencies shall make a compensatory
payment. This campensatory payment shall be
equal to the difference between the said target
and intervention prices.

3. The quantity of ethyl alcohol of agricultural
origin in respect of which the compensatory
payment provided for in paragraph 2 is made may
not for any one distiller exceed the guaranteed
quota allotted to that distiller, less the
quantities offered to intervention agencies.

4. Detailed rules for the application of this
Article, including the conditions governing the
levying of equalization charges, shall hc
adopted in accordance with the procedure laid
down in Article 35.
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Amendment Na. 45

Article 12 deleted

Amendment No. 46

Article 13 deleted

*o3 © 309, 31.12.1976

Article 12
Penalties*

1. 1In respect of the types of alcohol to which
the marketing guarantee referred to in Article
4 applies, the distiller must sell in the unre-
served sectors any quantity of ethyl alcohnl of
agricultural origin which he has produced in
excess of the guaranteed quota during a given
marketing year.

2. The sale in the reserved scctors of any
quantity of agricultural ethyl alcohol produced
by a distiller in exvess of the guaranteed
quota during a given marketing year shall be
subject to a charge determined in relation to
the financial consequences of such action.

3. Detailed:rules for the application of this
Article shall be adopted in accordance with the
procedure laid down in Article 35.

Article 13

Postponement of production®

1. Each distiller may postpone to the following
marketing year the production of part of the
guaranteed quota allotted for the current marketing
year. The quota guaranteed for the following
marKeting year shall be increased by the quantity
postponed.

2, An upper limit, which may vary according to
the type of ethyl alechol of agricultural origin
concerned, shall be fixed for transfers of pro-
duction between marketing years resulting from
underproduction.

3. Distillers may apply the provisions of
paragraph 1 only if they have notified the
intervention agency of the Member State concerned
before 1 June of the quantities to be transferred.

4l. Detailed rules for the application of this
Article shall be adopted in accordance with the
procedure laid down in Article 35.
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Amendment No. 47 Article 14 *

. Quantitative restrictions on intervention
Article 14 deleted measures for certain spirituous beverages

1. Each year before 1 January a guaranteed
quantity shall be fixed for the following
marketing year, in accordance with the proceture
laid down in Article 43(2) of the Treaty, for
each spirituous beverage:

- obtained from a1 alcohol-producing agricultural
product obtained or harvested ip the Community,
and

- which may be placed at a campetitive disadvan-
tage by the fixing of the selling price for
alcohol for oral consumption.

The guaranteed quantity of a splrltucus beverage
shall be fixed by reference to the quantlty of
that beverage produced, marketed or stored during
the five preceding marketing years.

2. The guaranteed quantities shall be apportioned
among the Cammunity distillers concerned. That
portion of the guaranteed quantity allotted to a
distiller is hereinafter referred to as the

'guaranteed quota’.

3. The Council, acting by a qualified majority

on a proposal fram the Commission, shall adopt
general rules concerning the apportionment of

the guaranteed quantities among Community
distillers, taking into account the need to
reserve a share of production for newly established
distillers.

It shall, in accordance with the same procedure,
lay down the characteristics of the spirituous
beverages concerned.

4., The apportionment among Community distillers
shall be done before 1 May each year for the
following marketing year and in accordance with
the procedure laid down in Article 35. However,
the Council,acting by a qualified majority on a
proposal from the Commission, may decide that for
a period which may not exceed five marketing
years fram the date on which this Regulation
takes effect apportionment shall be done by the
Member States. In that case, the guaranteed
quantities allocated to each Member State shall
be determined by reference to the average

actual output of the spirituous beverages
concerned in the Member State in question over
the preceding five marketing years.

*
0J C 309, 31.12.1976
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deleted (contd)

Amendment No. 48

JArticle 15 deleted

D

¥
O0J C 309, 31.12.1976

5. Provision may be made for any Community
distiller to transfer to another Community
distiller all or part of the guaranteed quota
allotted.

Such transfer shall alter, for the marketing year
in question, the guaranteed quotas allotted to
the distillers concerned.”

6. Detailed rules for the application of this
Article, including the conditions under which
the transfers referred to in paragraph 5 may be
effected, shall be adopted in accordance with
the procedife laid down in Article 35. *

Article 15 *

Intervention measures for certain spirituous
beverages

1. The Member States shall levy an equalization
charge on the alcohol contained in spirituous
beverages, whether or not imported, which are
released to the Cammunity market and are obtained
from an alcohol-producing agricultural product
for which the target price of the corresponding
alcohol is lower than the selling price fixed
for such alcohol intended for oral consumption.

The amount of the equalization charge shall not
be less than that laid down for alcohol obtained
fram the same alcohol-producing agricultural
product.

2. where spirituous beverages for which .a
guaranteed quantity has been fixed are released
to the Commnity market the intervention agencies
shall make a compensatory payment to the producers
by reference to the alcohol content, within the
limits of the guaranteed quota.

Where, in respect of such spirituous beverages
obtained fram an alcohol-producing agricultural
product, the target price for the alcohol obtained
fram that product is higher than the selling price
for such alcohol intended for oral consumption,
the amount of the campensatory payment shall not
be more than that made for alcohol obtained fram
the same alcohol-producing agricultural product.

The amount of the compensatory payment may be
fixed by reference to the size of the distillery
during an adjustment period in the course of
which the exercise of such option shall be
progressively reduced.

3. The amounts of the equalization charge and
the compensatory payment valid for the following
marketing year shall be fixed at the same time
as the selling prices referred to in Article 10
and in accordance with the same procedure.
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Amendment No. 49

Article 16 deleted

Amendment No. 50

Article 18 deleted

*03 ¢ 309, 31.12.1976
* %
0J C 193, 31.7.1979

4. Detailed rules for the application of this
Article, including the conditions under which
the equalization charge may be levied or the
campensatory payment made, shall be adopted in
accordance yith the procedure laid down in
Article 35.

Article 16 *
Transition from one marketing year to the next

The provisions necessary to prevent the market
in the products specified in Article 1(1) from
being disturbed as a result of a change in
prices on the transition from one marketing
year to the next shall be adopted in accordance
with the procedure laid down in Article 35.

Article 17
sk
Intervention contribution

(deleted)

Article 18

*
Control

1. Arrangements shall be made for control of
the production, movement and use of ethyl
alcohol and spirituous beverages.

2. Detailed rules for the application of this
Article shall be adopted in accordance with the
procedure laid down in Article 35.
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Amendment No. 51

Article 19 deleted

Article 20 unchanged

*
0J C 309, 31.12.1976

Article 19 *
Definition, designation, description

1. The Council, acting by a qualified majority
on a proposal fram the Cammission, shall before
1 July 1979 adopt:

(a) general rules relating to the definition,
designation and presentation of the products
specified in Article 1(1);

(b) provisions to restrict certain designations
to certain products specified in Article 1(1);

(c) the conditions under which the products
referred to in (b) are obtained;

(d) provisions relating to the control and
protection of such restricted designations.

Until the provisions referred to in the first
subparagraph take effect, the provisions adopted
by the Member States shall apply.

2. Detailed rules for the application of this
Article shall be adopted in accordance with the
procedure laid down in Article 35.

Article 20 *
Amendment of the Common Customs Tariff

The Conmon Customs Tariff is amended in accordance
with the Annex.
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Amendment No. 52 Article 21

Application of the Common
Customs Tariff

Article 21

1. unchanged 1. The general rules for the interpretation of
the Camon Custams Tariff and its special rules
for its application shall apply to the tariff
classification of the products specified in
Article 1(1); the tariff nomenclature resulting
from the application of this Regulation to these
products shall be incorporated in the Common
Customs Tariff.

2. Save as otherwise provided 2. Save as otherwise provided in this Regulation
in this Regqulation or by the or by the Council acting by a qualified majority
Council acting by a qualified on a proposal fraom the Cammission, the following
majority on a proposal from shall be prohibited in trade with third countries
the Commission, the following in the products referred to:
shall be prohibited in trade
with third countries in the - in Article 1{1)(a) and (d), the levying of any
products referred to in : customs duty,

Article 1(1):

- the levying of any charge

having effect equivalent to
a customs duty,

- in Article 1(1), the levying of any charge having
effect equivalent to a customs duty,

- in Article 1(1), the application of any quantita-

- the application of any tive restriction or measure having equivalent

quantitative restriction or effect.
measure having equivalent
effect.
amendment No. 53 Article 22
] ¢ *
Article 22 deleted Licences

1. Imports into or exports from the Community
of any of the products specified in Article 1(1)
may be made conditional on the submission of an
import or export licence. Such licences shall
be issued by the Member States to any applicant
irrespective of the place of his establishment
in the Community.

The issue of such licences shall be conditional
on the provision of security guaranteeing that
importation or exportation is effected during
the period of validity of the licence; the
security shall be forfeited in whole or in part
if the transaction is not effected, or is only
partially effected, within that period.

2. The list of the products concerned, the
period of validity of the licences and other
detailed rules for the application of this
Article shall be adopted in accordance with
the procedure laid down in Article 35.

*0J ¢ 309, 31.12.1976
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Amendment No. 54

Article 23 deleted

Amendment No. 55

Article 24 deleted

*
0J C 309, 31.12.1976

Article 23
Import levy

1. On importation into the Community of any of
the products specified in Article 1(1l)(a) and
(d), a levy fixed before each marketing year for
the duration of that year, in accordance with
the procedure laid down in Article 35 shall be

charged.

2. On importation into the Cammunity of any of

the products specified in Article 1(1)(b),(c) and
{(e), there shall be charged, in addition to the
custams duty and any levy or countervailing charge
payable under the provisions governing respectively
the common organization of the market in products
processed from fruit and vegetables and the common
organization of the market in wine, a supplementary
levy fixed before each marketing year for the dura-
tion of that year in accordance with the procedure
laid down in Article 35.

3. However, if during a given marketing year the
conditions of supply of one or more alcohol-producing
raw materials are found to have changed considerably
the levies referred to in the preceding paragraphs
may be altered in accordance with the same procedure
by reference to the trend of prices for such alcohol-
producing raw materials.

Article 24
Calculation of the import levy

1. The levy applicable to the products specified
in Article 1(1) (a) shall camprise:

(a) a variable component;

(b) a fixed component.

The variable component:

(a) shall be established on the basis of the average
protection afforded during the previous calendar
year:

- either for the quantities of alcohol-producing
agricultural products required for the produc~
tion in the Community of one hectolitre of pure
alcohol,

- or for the quantity of sugar contained in
those quantities or likely to be cbtained
therefrom;

{b) shall not be less than 50% of the rate of customs
duty applicable the day before the day of entry
into force of this Requlation.*
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*oJ ¢ 309, 31.12.1976
**oJ ¢ 193, 31.7.1979

2. The levy applicable to the products specified
in Article 1(1)(d) shall camprise:

(a) a component derived fraom that referred to in
(a) of the second subparagraph of paragraph 1
and calculated by reference to the ratio
existing in the Community between the prices
of the alcohol-producing agricultural products
used in the preparation of the spirituous
beverages concerned and the prices of the
products used in the preparation of ethyl
alcohol of the same origin;

(b) a fixed conponent.’lr

3. The supplementary levy applicable to the
products specified in Article 1(1)(b),(c) and
(e) shall be determined by reference to the
alcohol content and to the camponent referred
to in paragraph 2(a). It shall be applied to an
alcohol content exceeding an actual alcoholic
strength of:
- 15% vol, in respect of the products specified
in Article 1(1)(b) and (e),

- 18% vol, in respect of wines fortified for
distillation,

- 22% vol, in respect of the other wines speci-
fied in Article 1(1)(c),

- 11.85% mas in the case of products falling
within CCT subheading 20.06 B I.

4. For the purposes of applying paragraphs 1, 2
and 3 where the origin of the alcchol-producing
raw material cannot be determined with certainty,
the component to be applied shall be the highest
camponent as deermined in accordance with
paragraph 1(a).

5. For the products specified in Article 1(1)(a)
and (d), the amount of the levy referred to in
paragraphs 1 and 2 shall not be less than the rate
of custams duty applicable the day before the day
of entry into force of this Regulation.

The Council, acting by a qualified majority on a
proposal fram the Commission, shall lay down
special prov1smns applicable to the products
referred to in Article 1(a) and (d) mported
into the Community on preferential terms.*

6. By way of derogation fram the provisions of
paragraphs 1, 2 and 3, for products falling
within Cammon Customs Tariff subheadings ex
22.05 C Iv, 22.09 A I, 22.09 B and 22.09 C in
respect of which the rate of duty has been
bound under GATT, the levies shall be limited to
the amount resulting from that binding.
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Amendment No. 56

Article 25 deleted

"0 © 309, 31.12.1976

7. The Council, acting by a qualified majority
on a proposal from the Commission, shall:

- determine the fixed components referred to in
paragraphs 1(b) and 2(b),

- determine the quantities of the various
alcohol-producing raw materials required in
the Community to produce one hectolitre of
pure alcohol,

- adopt geperal rules for the application of this
Article.

8. Detailed rules for the application of this
Article, including the conversion factors corres-
ponding to the ratios referred to in paragraph 2(a),
shall be adopted in accordance with the procedure
laid down in Article 35.

These detailed rules may provide for measures
designed to establish the alcohol-producing
agricultural eroduct from which imported alcohol
was obtained.

Article 25

Export refunds

1. To the extent necessary to enable ethyl alcchol
either as such or contained in the products speci-
fied in Article 1(1)(b),(c),(d) and (e) to be
exported in economically significant quantity, the
difference between world market prices and prices
in the Community for that alcchol or for the
alcohol-producing agricultural product employed
may be covered by a refund.

The refund shall be the same for the whole Cammunity.
It may be varied according to use or destination.
The refund fixed shall be granted on application.

2. Where the application of export refunds would
meet with difficulties in the case of ethyl alcohol
of agricultural origin contained in certain spirituous
beverages, the export refunds may be replaced, under
certain conditions, by production refunds.

3. The Council, acting by a qualified majority op a
proposal fram the Cammission, shall adopt general
rules for the granting of export refunds and, where
applicable, production refunds and criteria for
fixing the amount of such refunds.

4. The refunds shall be fixed at regular intervals
in accordance with the procedure laid down in
Article 35.

Where necessary the Commission may, at the request
of a Member State or on its own initiative, alter
the refunds in the intervening period.

5. Detailed rules for the application of this
Article shall be adopted in accordance with the
procedure laid down in Article 35.

The opinions of the Committee on Budgets, the
Committee on Economic and Monetary Affairs, the
Committee on External Economic Relations and the
Legal Affairs Committee, and the supplementary
opinion of the Legal Affairs Committee are attached.
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Amendment No., 57 Article 26 *

Article 26 Prohibition of inward processing

arrangements
... in respect of all or some of the

products specified in Article To the extent necessary for the proper working

e . of the common organization of the market in
the manafactore 0% Cof ‘such . ethyl aleohol of agricultural origin, the Caucil,
products' deleted) acting by a qualified majority on a proposal
‘ fram the Camnission, may prohibit in whole ‘or in

part the application of inward processing arrange-~
ments in respect of the products specified in
Article 1(1) which are intended for the manufac-
ture of products specified in Article 1 and in
respect of alcohol-producing raw materials
intended for use in the manufacture of such products.

Amendment No. 58 Article 27
Article 27 ! Protective clause

*

1. If the Commnity market in the products
specified in Article 1(1)(a),(b),(d) and (e)
experiences or is threatened, by reason of imports
‘or exports of those products or of other products
specified in Article 1(1) containing alcohol of
agricultural origin, with serious disturbances
which may endanger the objectives set out in
Article 39 of the Treaty, appropriate measures
may be applied to those products in trade with
third countries until such disturbance or threat
of disturbance has ceased. .

1. If the Community market in the
products specified in Article
1(1) experiences or is
threatened, by reason of imports
or exports of those products,
with serious disturbances....
(rest unchanged)

The Council, acting by a qualified majority on a
proposal from the Camiission, shall adopt rules
for the application of this paragraph and define
the cases in which and the limits within which
the Member States may take interim protective
measures.

2. unchanged 2. If the situation mentioned in paragraph 1
arises, the Commission shall, at the request of a
Member State or on its own initiative, decide
upon the necessary measures; the measures shall be
notified to the Member States and shall be
immediately applicable. If the Camission
receives a request from a Member State, it shall
take a decision thereon within 24 hours following
receipt of the request.

3. unchanged 3. The Comuission Decision may be referred to the
Council by any Member State within three working
days following the day on which it was cammnicated.
The Council shall meet without delay. It may,
acting by a qualified majority, amend or repeal
the measure in question.

*
0J C 309, 21.12.1976
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Article 28 unchanged

Amendment No. 59
Article 29 deleted

Amendment No. 60

Article 30 deleted

*

0J C 309, 31.12.1976

T

Article 28
*
Aid
Save as otherwise provided in this Regulation,
Articles 92 to 94 of the Treaty shall apply
to the production of and trade in ethyl alcohol
of agricultural origin.

Article 29 *
French overseas departments

1. Appropriate measures concerning ethyl
alcohol of agricultural origin and spirituous
beverages obtained from sugar cane may be
adopted by the Council, acting by a qualified
majority on a proposal from the Commission, in
order to maintain the level of employment of
and ensure a fair incame to sugar-cane producers
in the French overseas departments.

2. Detailed rules for the application of this
Article shall be adopted in accordance with the
procedure laid down in Article 35.

Article 30
*
Scarcity clause

1. Where there is a risk that the supply of
ethyl alcohol of agricultural origin to the
Commmunity or to a utilization sector in the
Community can no longer be provided fram
Community resources, or where the Cammunity
market in the products specified in Article 1(1)
is disturbed or threatened with disturbance and
this situation is likely to continue, the
necessary measures may be taken.

These measures, which shall be applicable to the
products specified in Article 1(1), may include:

(a) adjustment of the internal mechanisms
regulating production;

(b) a limit on exports;

(c) a charge on exports

2. The Council, acting by a qualified majority
on a proposal from the Comission, shall adopt
general rules for the application of this Article.
3. Detailed rules for the application of this

Article shall be adopted in accordance with the
procedure laid down in Article 35.
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Amendment No. 6&

Article 31

The regulations governing the
financing of the common agricultural
policy shall apply to the market for
the products specified in Article
1(1).

Amendment No. 62

Article 32 deleted

Amendment No. 63

Article 33
Exclusive rights

Provisions which grant to certain
natural or legal persons or which
restrict to nationals of one Member
State the exclusive right to
produce, package, transport, store,
refine, import, export, purchase,
sell or otherwise market ethyl
alcohol of agricultural origin
shall be incompatible with this
Regulation.

*0J C 309, 31.12.1976
**oJ ¢ 193, 31.7.1979

_39_

Article 31
* %

Financing

The equalization charges and compensatory
payments provided for in Articles 11 and 15
and the amounts levied pursuant to Article 12
(2) shall be regarded, for the purpose of the
financing of the common agricultural policy,
as intervention designed to requlate agricul-
tural markets.

Article 32 -
Extension of the system to the French

overseas departments

1. From the date on which this Regulation
takes effect, Article 40(4) of the Treaty and
the provisions adopted for the implementation
of that Article shall apply, so far as concérns
the Guarantee Section of the Buropean Agricul-
tural Guidance and Guarantee Fund, to the French
overseas departments in respect of the market
in the products specified in Article 1(1)(a),
(b) and (c).

2. 'The provisions of this Regulation adopted on
the basis of Articles 113 and 235 of the Treaty
shall apply to the French overseas departments.

Article 33
*

Exclusive rights

Provisions which grant to certain national or
legal persons or which restrict to nationals of
one Mamber State the exclusive right to produce,
package, transport, store, refine, import,
export, purchase, sell or otherwise market
ethyl alcohol of agricultural origin or the
exclusive right to package, transport, store,
refine, import, export, purchase, sell or
otherwise market ethyl alcohol of non-agricul-
tural origin shall be incompatible with this
Regulation.
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Amendment No. 64 Article 34 *
Establishment of a Management Committee

Article 34

1. A Management Committee for Ethyl 1. A Management Comnittee for Ethyl Alcohol

Alcohol of Agricultural Origin.... (hereinafter called the 'Committee') shall be

(rest unchanged) established, consisting of representatives of
Member States and presided over by a represen-
tative of the Commission.

2. unchanged 2. Within the Committee the votes of Member
States shall be weighted in accordance with
Article 148(2) of the Treaty. The chairman
shall not vote.

Amendment No. 65

Article 35 Article 35 *

Procedure of the Management Committee
1. unchanged

1. Where reference is made to the procedure

laid down in this Article, the chairman shall

refer the matter to the Committee either on

his own initiative or at the request of the

representative of a Member State.

2. 2. The representative of the Commission shall
submit a draft of the measures to be taken.
The Camnittee shall deliver its opinion on such

... Opinions shall be adopted by measures within a time limit to be set by the

a majority of 45 votes. chairman according to the urgency of the
questions under consideration. Opinions shall
be adopted by a majority of 41 votes.

3. unchanged 3. The Commission shall adopt measures which
shall apply immediately. However, if these
measures are not in accordance with the opinion
of the Camittee, they shall forthwith be
cammnicated by the Commission to the Council.
In that event the Commission may defer applica-
tion of the measures which it has adopted for
not more than one month fram the date of such
commnication.

The Council, acting by a qualified majority,
may take a different decision within one month.

Article 36 unchanged Article 36 *
Other tasks of the Management Committee
The Cammittee may consider any other question
referred to it by its chairman either on his own

initiative or at the request of the representative
of a Member State.

*
0J C 309, 31.12.1976
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Article 37 unchanged

Article 38 unchanged

Article 39 unchanged

Amendment No. 66

Article 40 deleted

*
0J C 309, 31.12.1976

Article 37,

Communication and information

Member States and the Commission shall communicate
to each other the information necessary for
applying this Regulation. Detailed rules for the
camunication and distribution of such information
shall be adopted in accordance with the procedure
laid down in Article 35.

Article 38

*
Research

The necessary measures to encourage the search for
new outlets for ethyl alcohol of agricultural
origin shall be taken in accordance with the
procedure laid down in Article 43(2) of the Treaty.

Article 39
*

Objectives
This Regulation shall be so applied that
appropriate and simultaneous account is taken of

the objectives set out in Articles 39 and 110
of the Treaty.

Article 40

Amendment of Regulation (EEC) No 827/68

In the Annex of Regulation (EEC) No 827/68,
heading No 22.07 is amended to read as follows:

CCT&headlng Description
o
22.07 Other fermented beverages (for
exanple, cider, perry and mead)
B. Other
1. Sparkling
II. still

a) Of an alcoholic strength
of 15° or less
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Amendment No. 67

Article 41

Delete '30 June 1979'.

Amendment No. 68

Article 4la

Before the end of the third marketing
year for which this Regulation is in
operation, the Commission shall put a
report before the Council analyzing
the production structure for agricul-
tural alcohol in the Community. This
report shall also cover the applica-
tion of this Regulation. On the
basis of that report, the Council may
adopt, in accordance with the proce-
dure laid down in Article 43(2) of
the Treaty, a plan for structural
reorganization in this sector.

If necessary, the Council shall also
adopt the amendments to this Regula-
tion required to take account of the
experience gained and of changing
economic conditions in this sector,
and in particular the production
pattern in agricultural alcohol
qualifying for Community aid and the
pattern of utilization in the two
reserved sectors.

Amendment No. 69

Delete the dates specified.

*

0J C 309, 31.12.1976
*

*0J € 193, 31.7.1979

Article 41

*
Transitional measures

Should transitional measures be necessary to
facilitate the transition from the existing
system to the system established by this Regu-
lation, in particular if the introduction of the
new system on the date provided for would give
rise to substantial difficulties in respect of
certain products, such measures shall be adopted
in accordance with the procedure laid down in
Article 35.

They shall be applicable until 30 June 1979 at the
latest.

Article 41la

*
Before the end of the third marieting year for
which this regulation is in operation, the
Camnission shall put a report before the Council
analyzing the production structure for agricul-
tural alcohol in the Cammunity. This report
shall also cover the application of this Regula-
tion. On the basis of that report the Council
shall adopt, in accordance with the procedure
laid down in Article 43(2) of the Treaty, a
plan for structural reorganization in this sector
to apply from the end of the first period of five
marketing years referred to in Article 4(2).

If necessary, the Council shall also adopt the
amendments to this Regulation required to take
account of the experience gained and of changing
econamic conditions in the sector, and in parti-
cular the production pattern in agricultural
alcohol qualifying for the price and outlet
guarantees and the pattern of utilization in the
reserved sectors.

Article 42
*

Entry into force

This Regulation shall enter into force on
1 January 1978.

It shall take effect on 1 July 1978.

This Regulation shall be binding in its
entirety and directly applicable in all
Merwber States.
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A

MOTION FOR A RESOLUTION

closing the procedure for consultation of the European Parliament on:

I. the amended proposal from the Commission of the European Communities
to the Council for a regulation on the common organization of the
market in ethyl alcohol of agricultural origin and laying down additional
provisions for ccrtain products containing ethyl alcohol

1I. amendments thereto submitted by the Commission to the Council pursuant

to the second paragraph of Article 149 of the EEC Treaty

The European Parliament,

- having regard to the proposal from the Commission of the European Communities

to the Council1 and the proposed amendments theretoz,

- having been consulted by the Council pursuant to Article 43(2) of the EEC
Treaty (Doc. 504/76 and Doc. 209/79),

- having regard to the interim report of the Committee on Agriculture
(Doc. 266/72),

- having regard to the preceding report of the Committee on Agriculture
{Doc. 472/77),

- having regard to the report of the Committee on Agriculture and the opinions
of the Committee on Budgets, the Committee on Economic and Monetary Affairs
and the Committee on External Economic Relations and the opinion and
supplementary opinion of the Legal Affairs Committee (Doc. 1-1192/82),

-- having regard to the result of the votes on the Commission's proposal

and the amendnments tpereto,

A. having regard to the!judgment of the Court of Justice of 10 December 19743
and in particular point 10 thereof which states that ‘under the provisions
of Articles 43 and 46 of the Treaty, the national market organizations may
provisionally be kept in existence pending the establishment of a common
organization within the meaning of Article 40(2) under the conditions
defined in Article 43(3)' and point 15 which states that 'while the Treaty
provides that the national organization may be kept in existence pending the
establishment of a common organization, this was nevertheless only envisagéd
until the end of the transitional period, the date by which the common agri-

cultural policy must be finally established’,

153 No. C 309, 31.12.1976, p. 2
265 No. C 193, 31.7.1979, p.5

3Case 48-74 (Mr Charmasson v Minister for Economic Affairs and Finance) -
preliminary ruling requested by the Conseil d'Etat de France in 'Reports
of Cases before the Court' - 1974-8, p.1383
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B. whereas the Court of Justice has declared void vital provisions of national
market organizations as contrary to the common marketl; whereas, however,
the Court's judgments make it easier to define what might constitute a

minimal organization of the market in ethyl alcohol of agricultural origin,

C. whereas this situation can only give rise to uncertainty among Communhity
producers of agricultural alcochol,

D. whereas also the processing of certain agricultural raw materials into
ethyl alcohol of agricultural origin

(a) offers particular economic and social advantages for certain Community
regions which lack other production possibilities,

(b) cnhances the value of these agricultural raw materials and,
(c) contributes to the sound management of certain agricultural markets,

1. Considers that a minimum degree of organization of the market in ethyl

alcohol of agricultural origin within the Community should be introduced
in order

(a) not to disturb the production of agricultural alcohol in the Community;

(b} to put an end to the uncertainty prevailing in this sector for producers
of agricultural alcohol;

(c) to ensure freedom of trade within the Community;

2. Recommends that a common organization of the market in alcohol be based on
the following principles:

(a) limiting its field of application to ethyl alcohol of agricultural origin;

(b) ensuring the free movement of ethyl alcohol of agricultural origin within
the Community;

(c) guaranteeing that ethyl alcohol of agricultural origin is restricted to
uses directly related to the human body, namely oral consumption and
vinegar-making;

(d) reducing the price of agricultural alcohols to that of molasses alcohol,
which is the least expensive agricultural alcohol in the Community;

(e) granting to agricultural alcohols other than molasses alcohol a fixed-
rate subsidy in order to ensure a fair income for producers;

3. Requests the Commission, therefore, to modify its proposal on the basis

of these principles, :in accordance with the second paragraph of Article 149
of the EEC Treaty;

163 No. ¢ 79, 29.3.1980
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Further requests that, while a common organization of the market in

ethyl alcohol of agricultural origin is being established on the basis

of the above principles, the Community should see to it that employment

is maintained in the Community regions for which alcohol distilling is
vital, either because it provides a significant proportion of farmers'
incomes, or because it is linked to other production cycles, or because

it makes an important contribution to the development of certain Community
regions, such as the Black Forest, Luxembourg or the French Overseas
Departments;

Considers that, with due regard to paragraph 4 of this

resolution, competition on genuinely equal terms between the various
agricultural alcohols (including spirituous heverages) should be ensured
by

(a) harmonizing their designation and definition, and

(b) harmonizing the taxes and excise duties levied on them;

Instructs its President to forward to the Council and Commission, as
Parliament's opinion, the Commission's amended proposal as voted by
Parliament and the corresponding resolution.
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2
EXPLANATORY STATEMENT
ITTROLUCTLION -
S —
1. On & March 1972 the Commission submitted to the Council a prouposal for a
regulation on the ccmmon organization of the market in ethyl alechol of
agricultural origin and- laying down additional provisions for certain producit
containing ethyl alcohol (Doc. 2/72).

At its meeting of 10 and 11 January 1973 the Committee on Agriculture
adopted an interim report drawn up by its rapporteur, Mr BRIOT (Dou. 266/72}.

At its sitting of 15 February 1973 the European Parliament dccided,
pursuant to Rule 26(2) of its Rules of Procedure, to refer this report back
to the Committee on Agriculture (OJ No. C 14, 27.3.1973, p. 39).

2. On 7 December 1976 the Commission submitted to the Council uan_amended
proposal for a regulaticn on the common organization of the market in ethyl
alcohol of agricultural origin and laying down additional prcvisions for
certain products containing ethyl alcochol (Doc. 504/76).

At its meeting of 20 and 21 December 1977 the Conmitt.ee on Agriculture
adopted a report drawn up by its rapporteur, Mr LIOGIER (Doc. 472/77).

At its sitting of 16 January 1978 the Furcopean Parliament dezcided, at
the request of Mr BANGEMANN on behalf of the Legal Affairs Commitiesz, to
postpone consideration of the report by Mr LIOGIER to a subsequent par:-
session (OJ No. C 36, 13.2,1978, p. 5). On 22 March 1978 the Leagal Affairs
Comnittee adopted a supplementary opinion by Mr BANGEMANN (Doc. 472/77/Ann.II)
on this proposal.

3. On 16 February 1978 the Commpittee on Agriculture, through its ¢hairman,
Mr HOUDET, questioned the Commission on the legal implications for the
Community of failure to comply with the CHARMASSON judgement and implicaczions
for Community producers of sheepmeaat, potatoes, ethyl alcohol of agricvitural
origin and spirits (Doc. 531/77) - Debates =i the European Parliament No. 226€
(February 1978), p.242.

. In its reply, the Commission emphasized the urgent need to set urp a

common organization of the market in ethyl alcohol of agricultural origin,

On 14 April 1978 the Commrission informed Parliament that it had deci‘ded
to modify its amended proposal for a requlation in view of the reservations
expressed by the Cormittee on Agriculture, and that Parliament would ke

consulted on a new proposal.
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4. on 12 January 1979 the chairman of the Committee on Agyriculture,
Mr CAILLAVET, decided to table a question to the Commission and the Council
in his own name on products not yet covered by a common organization of

the market.

'
. 1.8 rep.y, the Commission stated that it would be presenting,
before 1 April 1979, the changes announced in its letter of 14 April 1978,
and that these changes would concern ‘points of substance (reply to Written

Quertion No. 974/78 - OT No. C 101, 23.4.1979, p. 10).

The Council, for its part, provided a much clearer reply by indicating
that the amended proposal for a regulation had never been withdrawn and that
it had noted the Commission's intention to submit proposed amendments by
1 April 1979 (reply to Written Question No. 973/78 -~ OJ No. C 113, 7.5.1973,

p. B).

5. The amendments in question were eventually adopted by the Commission
on 18 May 1979 and forwarded to the European Parliament on 29 May 1979.

They in no way constitute a new proposal, as the Commission had led us to
expect, with the resulting implication that its amended proposal for a
regulation had been withdrawn, but consists of amendments to its amended
proposal for a regulation, submitted on the basis of the second paragrapk of
Articlc 149 of the EEC Treaty.

6. These are the amendments which are now under consideration. First of
all, however, we shall describe the main principles contained in the amended
proposal for a reyulation and the position adoptéd at the time by the
Committee on Agriculture.

IT. PRINCIPLES LAID DOWN IN THE AMENDED PROPOSAL FOR A REGULATION

7. Unlike the original proposal, which followed a monopolistic approach,
making it obligatory for all ethyl alcohol of agvicultural origin together
with certain synthetic alcohol produced in the Community to go through the
intervention agencies, the amended proposal for a regulation is more liberal -
even if this iiberalism is kept within certain specific limits.

8. The amended proposal concerns only ethyl alcohol of agricultural origin

and spirituous beverages; synthetic alcohol is excluded from its scope.

9,. Producticn of ethyl alcohol of agricultural origin is not subject to any
restriction. This freedom is protected by three guarantees:

- a price guarantce via the system of target prices,

- a production gquarantee via the system of target quantities,

guaranteed guantities and guaranteed quotas,
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- & mecweting guarantee via the system of reserved sectors, buying-ia

by the intervention agencies within the limits of the Auaranterd
guota for eagh undextaking, and a mechanism for balancing the prices
of agriculturak alcohol of dififerent origin by means of cqualizaticn
charges and compensatory paymonesl.

10. Furthermore, the production of spirituous beverages, which were exprcssly
excluded from the agricultural field by Regulation No. 7a of 18 December 1959,

is unrestricted. However, the Gammission, considering that certain spirituous

" paverages (Korn, rum, certaim potable spirits made from fruit) might be placed

in difficulty by the lowering'of the price of ethyl alcohol of agricultural
origin in certain Member States, proposes to grant in respect of those

beverages:

- a price guarante2 achieved by taxing the alcoliol contained in

spirituous beverages for which the target price is lower than

the selling price of alcohol intended for oral consumption,

- a production guaranteec by means of a compensatory payment
granted in respect of a guaranteed quantity of spirituous
beverages obtained from an alcohol-producing agricultural
product obtained or harvested within the Community which may
be placed at a competitive disadvantage as a result of the
fixing of the selling price of alcohol intended fov oral

consumption.

11. other noteworthy provisions of the amended proposal for a regulation

concerns

- the freedom accorded to molasses alcohol, which has to compete
directly with synthetic alcohol. Howevér, a marketing premium
is granted over 7 years, on a sliding scale, to producers of
molasses alcohol to enable them to adap: To the new conditions on
the market in the said alcchol, as the Cpmmission had noted that
the priges of molasses alcohol and synthétic alcohol were
approaching a similar level;

- reserved s-ctors for ethyl alcohol of agricultural origin, namely

the oral consumption, vinegar-making andiﬁharmaceutical sectors
and, for a transitional period of five marketing years and for
Member States who so request, the perfumery and cosmetics sactors;

3 See Annex I for the definition of these various concepts.
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III.

the financial mechanisms introduced with a view to ensuring:

firstly, equality of competition between these various types of
ethyl alcohol of agricultural‘origin sold to users in a reserved
sector, by fixing a standard selling price for each of the
reserved sectors. This equality of competition is ensured by
granting a compensatory payment or levying an equalization charge,

secondly, that this new common organization of the market should
finance itself by the application of the intervention contribution

proposed for this purpose to both ethyl alcohol of agricultural

origin as such and to that contained in spirituous beverages;

arrangements for external trade governed by the traditional mechanisms

of the common agricultural policy, i.e. import levies, export refunds
and a safeguard clause to protect this market from disturbances caused
by excessive imports or exports of alcohol;

scarcity clause for situations where there is a risk that Community

supplies of ethyl alcohol of agricultural origin may no longer be
assured;

harmonization of definitions, designations and descriptions of products

covered by this new common organization of the market;

provisions for French overseas departments concerning alcohol and

spirituous beverages obtained from cane sugar;

ban on production and marketing monopolies in respect of agricultural

alcohol and marketing monopolies in respect of non-agricultural alcohol;

finally, setting up of a management committee to administer this common

organization of the market.

POSITION OF THE OLD COMMITTEE ON AGRICULTURE

12. In the Liogier report1 the Committee on Agriculture took the view that
the amended proposal for a regulation constituted a sound basis for the
organization of the Community market in ethyl alcohol of agricultural
origin. However, it asked that this proposal should be reviewed with
regard to the points listed below.

1

Doc. 472/77
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13. The conmittea tequested that the suocpe of the amended propousal ‘or a
regqulaotion should he defined more clearly or modified, to ensure thal:

- there should be no improper distinction between ethyl alcohol
of agricultural origin and spirituous beverages (N.B. liquids
such as gin cr vedka may he considered as ethyl alcohol of
agricultural origin or as spirituous beverages, depending on
the manufacturing process used),

- vermouths of an actual alc¢oholic strength of less than 22°
should be treated in the same way as those of an alcoholic
strength exceeding 22° 80 that they may enjoy the same advantages
as the latter in trade with non-member countries (levies, refonds),

~ products of particular economic importance for certain Cormunity
regions should be safeguarded (korn, potato spirit and eaux-da-vie
from fruit produced in Germany).

14. The committce felt that the target price for each type of ethyl alechol
of agricultural origin should be reviewed to take into account not only the
need to modernize and rationalize Community production potential, as
advocated in the Commission proposal, but also the requirements of structural,
-social and regional policy in oxder to reflect the importance of alcohol
production for certain Community regions,

In particular, the committee regretted that the special target prices,
fixed on the basis of the size of distilleries during an adjustmert period,
were to apply for 10 years only and would be progressively reduced. In the
case of these small distilleries, the committee took the view that there
should be no pre-established time limit or progressive reduction. On the
other hand, it considered it necessary to examine at regular intervals the
situation of these small distillerie;, with & view to taking the necessary
measures to facilitate their modernization.

15. The committee opposed the view that molagses alcohol could withstand
competition from.synthetic alcohal. It therefore requested that molasses
alcohol should be treated in the same way as other types of alcohcl and

enjoy the same guarantees, in pParticular the marketing guarantee.

16. 7he commi ttee felt that the allocation of guaranggggmggggtitggg‘among
Community distillers, should be carried out by the Member States and not the
Management Committee, as pProposed by the Commission.

17. The Committee on Agriculture was in favour of the permanent inclusion
of the perfumery and cosmetics industry among the reserved sectors.
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18. mhe cormittec was also in favour of ‘abolishing the intervention gon' :i-

bulien, not only because there was no obligation for a sector of the common
agricultural policy to be sel f-financing (breach of the principle of
financial solidarity), but also because the fixing of charges was the
exclusive responsibility of the Budgetary Authority. In additicn, if this
intervention contribution was applied, thousands of holdings might well
disappear, particularly in Germany, where the distillation of alcohol
accounted for up to 30% of the income of the holdings in question.

19. as regards the scarcity clause, the Committee on Agriculture felt that

the measures proposed for dealing with shortages should apply only to ethyl
alcohol of agricultural origin. Exports of spirituous beverages should nct
be restricted and the charge on exports should be applied to them only &s long
as the market was disturbed, to ensure that spirituous beverages such 2s

whisky or cognac did not lose external markets.

20. FPinally, the Committee on Agriculture requested special protection
measures for wine-based eaux-de-vie, the definition of a Comnunity statute
for small-scale distillers on the basis of Article 235 of the EEC Treaty,
and the harmonization of the taxes and excise duties applicable to alcohol
and spirituous beverages.

iV. PROPOSED AMLNDMENTS TO THE AMENDED PROPOSAL

21. Examination of the amendments made by the Commission to its amended
proposal for a regﬁlation shows that the Committee on Agriculture has obtained

saitsfaction on the following points:

- molasses alcohol is to benefit, like other alcohols, from a

certain marketing guarantee (Article 4). The intervention
agencies are thus obliged to purchase, within the limits of
the guararteed quota for each distillery, molasses alcohol
whizh has not been disposed of (Article »). The transitional
measures rfor molasses alcohol (marketing premium; are no
longer applicable (Article 7);

- the_intervention contribution (Article 17) has been abolished. ™

The Commiscion's justification for this is that a common policy
in respect of an agricultural product should not be £financaed
by means of & charge on industrial products, namaly spiritucus
bevecageg, with the burden being borne by the consumecr.

Article 31 has been amended accordingly;

- the Commission will submit to the Council, before the end of the
third marketing year, a report analysing the production structuca
for agricultural alcohol in the Community (Article 4la). This
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measurc was called for in point 11 of the motion for a :esolution

(Liogier Report) and in the amended text of Article 3(4) of the
The Committee on Agriculture welcomes the
However, it regrets

Commission proposal.
Commission's endorsement of its proposal.
that the Commission has failed to stipulate that this report should
also be submitted to the European Parliament. If this is not done,
it would seem impossible for parliament to deliver a valid opinion

on the plan for the structural reorganization of Community production

referred to in Article 4la.

22. The other amendments call for the following comments:

— the amendments to Article 1(1) are of a technical nature and concern

only the unit of measure for the alcoholic strength of the various
products. This is also the case in Article 24;

dment to the last subparagraph of Article 1(2) is

n the Commission proposal

beveragas,

~ the proposed amen
designed to ensurc & degree of consistency i

by establishing equality of competition between spirituouns

flavoured wines and vermouths;

- « the propused amendment to the last subparagraph of Article 3(2) is

designed to ensure that certain agricultural alcohols such as
s alcohol do not benefit, thanks to the markating guarantee
of molasses alcohol,

nolasse
from certain advantages enablirg producers
by the system of financial equalization, to develop their production

in financially favourable conditions and force out of business

pped to cope with this conpetition. In view
the Commission feels that Community

n inordéinate

producers less well equi

of the current energy crisis,

production capacity should be maintained while preventing a

increase -in alcohol production;

- ¢#inally, the proposed amendment to Article 10(2) specifies that,

.in fixing the selling price of algohol intended for ‘the pharma-
csutical, perfumery and cosmetics sectors, the market price of
synthetic alcohol should be taken into account. Although it remains
to be seen how the price of synthetic alcohol will be affected by
the energy crisis, it should be pointed out that it is at present

1If the selling price of alcohol for
suparior to that

the least exponsive alcohol.
the two abovementioned sectors waa fixed at a level
it is clear that this would joopardize the

of synthetic alcohol,
cal and psrfumery industrics.

export capacity of the European pharmaceuti
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V. ANALYSIS OF THE NEW COMMITTEZ ON AGRICULTURE

23. The amended proposal for a regulation and tne related amendment
must be considered in the light of the problem of alcohol in the

Community as a whole.

First, there is an economic problem in the competition between alcohol
of agricultural origin and synthetic alcohol with the associated question
of the reserved sectors. Then there is a social problem, linked in part

to a fiscal problem mainly in relation to Germany's contract distilleries.

Lastly, there is a fiscal problem which while not strictly the concern
of a common organization of the market in alcohol is nevertheless a factor

which affects the way it works.

24. The amended proposal for a regulation in the first instance poses a
fundamental economic problem namely, the competition between ethyl alcohol

of agricultural origin and synthetic alcohol.

As far as production is concerned, it should be pointed out that there
are no restrictions on the production of alcohol of agricultural origin or
synthetic alcohol. 1In 1978 the production of alcohol of agricultural origin

(excluding spirituous beverages) was 6,824,000 hecto-litres while the
amount of synthetic alcohol produced was 5,367,000 hecto-litres.

However, the Commission thought it useful to maintain the production
of alcohol of agricultural origin which is a renewable raw material. 1In
the present circumstances, synthetic alcohol would oust agricultural alcohol
from the market if unfettered competition were allowed to develop. But if
the price of oil were to rise, there would be a cut-back in the production
of synthetic alcohol, which - except in one special case - represents a
waste of energyl, and a boost given to agricultural alcohol as a renewable
source of energy.

1 One Community company is considering increasing its synthetic alcohol )
output solely on account of the special properties of North Sea crudeoil.
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25. The Commission has therefore proposed that competition between
these two types of alcohol would be kept within acceptable limits
in order to avoid destroying the Community's agricultural alcohol
industry. This is why the Commission has proposed granting ethyl
alcohol of agricultural origin a production guarantee through a
system of quotas to be apportioned between undertakings, through
guaranteed prices and a marketing gquarantee.

26. It is in this light that the Commission's proposal to create reserved
sectors should be seen.

What the Commission proposes is, as stated in paragraph 12, to reserve
the sectors associated with human consumption for ethyl alcohol of
agricultural origin. These sectors represent a potential consumption of
4,400,000 hecto-litres.

The Committee on Agriculture criticizes the concept of reserve sectors
insofar as, strictly speaking, it is inconsistent with free competi tion between
agricultural alcohol and synthetic alcohol.

27, 1t should be pointed out that in all the Member States - de jure or

de facto - the oral consumption sector is reserved for agricultural alcohol.
The Commission is proposing that the same situation should apply to vinegar
and pharmaceutical products intended for human consumption, Howaver, for
the perfumery and cosmetics sector it is proposing a transitional period at
the end of which this sector would be open to free competition.

28. The Committee on Agriculture considers that the perfumery and cosmetics

sector should, so far as it concerns human consumption, after a transitional

period be reserved to agricultural alcohol alone. This sector's requirement

of 450,000 hecto-litres would mean a corresponding reduction of the volume

sold into intervention. 1In addition, since the production of synthetic

alcohol is becoming less attractive in terms of financial retuxrn and energy‘

input and as there are other uses for ethanol, it is not advisable to give

too much encouragement to the production of synthetic alcohol for sectors )

where agricultural alcohol is a perfectly acceptable substitute.

29- The marketing guarantee for an average production level of 7,400,000
hecto-litres of agricultural alcohol covers an estimated 5,650,000 hecto-
litres. This figure exceeds by 1,250,000 hecto-litres the requirements
of the reserve sectors. The intervention agencies which will have to buy
up these 1,250,000 hecto-litres can either put them into storage or market
them in the non-reserved sectors.
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To avoid distorting competition, the commission has chosen to propose
the procedure of inviting tenders. The invitation to tenderl, which may be
issued only by the intervention agencies, must be lssued ‘under conditions
which avoid any disturbance of the market in alcohol' including therefore
the synthetic alcohol market, so that the Commission's proposal cannot be
accused of promoting unfair competition between agricultural alcohol and

synthetic alcohol.

30. 1In this connection, reference should be made to the minutes of the
hearing of 21 May 1981 on the subject of ethyl alcohol of agricultural
origin”. It was pointed out on that occasion that in Case 139/79 (the
'isoglucose' judgment), the Court had clearly acknowledged the 'primacy

of the agricultural policy in relation to the objectives of the Treaty

in the field of competition and the Council's power to determine the extent
to which the rules of competition should apply to the agricultural sector’.

31. However, the Legal Affairs Committee maintained its reservations in

its supplementary opinion as it felt that in spite of the Court's judgment
the Commission proposal was at variance with the principles of proportional-
ity and non-discrimination.

32. The amended proposal for a regulation poses a social problem in that

a number of Community regions depend traditionally on the production of
alcohol. This is true in the case of the Black Forest's contract distil-
leries (the total is 33,300 for the whole of Germang) and also in the case
of Lower Saxony, Westphalia and Schleswig-Holstein where alcohol including
korn is produced from potatoes and cereals and finally, there are the

French overseas departments with their rum production.

33, The Commission's abandonment of the intervention contribution re-
presented substantial progress for these special types of distilleries. The

Commission has proposed other measures in favour of these distilleries as
follows:

(a) The Council may fix special target prices (Article 3(4)) by
reference to the size of the distillery, subject to progressive

reduction over a period not exceeding ten years;

1 See PE 65.266, p.3

See Article 8 of the amended proposal for a regulation.
3 pE 73.925, p.3
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{(b) For spirituous beverages for which a guaranteed guantity has
been fixed (Article 15(2))1, namely korn, eaux-de-vie made from
fruit and rum from the French overseas departments, the inter-
vention agencies will make a compensatory payment to the producers

not subject to any time limit.

(c) For the French overseas departments (Article 29), the Commission
has proposed that the Council may adopt 'appropriate measures'
with a view to maintaining the level of employment and ensuring

a fair income for sugar cane producers;

(d) Finally, after the regulation has been in force for three years,
the Commission will present to the Council a report analysing the
structures of agricultural alcohol production in the Community on
the basis of which the Council (and not the Management Committee)
will after consulting the European Parliament adopt a plan to
restructure the sector.

34. This last point featured in the report by Mr Liorgier and, happily, the
Commission has followed the recommendation of the old Committee on Agriculture.
However, the guarantee offered to special types of distillery by the system

of special target prices is still insufficient in that those prices are

subject to progressive reduction and to time limits.

The Commission should have abandoned this idea of 'progressive reduction’
and proposed an intervention system for these producers to be used where
they are unable to market their products.

Similarly, provisions should have been made for better protection for
rum manufactured in the FOD. Such protection might have taken the form of
an appropriate definition of rum and a 'registered designation of origin'
system.

35. The amended proposal for a regulation lastly raises a complex fiscal
problem with a number of aspects.

(a) First, there is the problem of the competition between the various types
of alcoholic beverages (eaux-de-vie, wines, beers) protected by national

laws and which are or have been the subject of proceedings before the Court
of Justice. At present the effect of the Court's findings is negative.

It is now up to the Commission to try and restore what the Court, in the

name of the Treaties, has destroyed. The Commission should therefore put

to the Council a proposal for the harmonization of taxes and excises on
alcohol and spirituous beverages to create genuine competition in the

Community between the various types of alcoholic beverage. Some progress

1See Article 14 for the conditions governing the fixing of the guaranteed

quantity
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has already been made towards harmonization (in France, for example,
the duty on cognac has been increased in accordance with the rulings
of the Court in order to avoid giving cognac a privileged position as
compared with whisky), but further efforts are necessary.

(b) There is then the problem of contract distilleries already
referred to. Here, too, the system currently applied should be
maintained or even extended where such a system is justified by social
factors.

(c) Finally there is a specifically French problem, that of
home distillers, i.e. the miliion or so people entitled to distil
10 litres of pure alcohol per annum without paying any tax. This
system remains insignificant and has no influence on intra-Community
trade. Consequently, it should be left outside a Community system.

36. This fiscal problem is compounded by the problem of obstacles to trade
in spirituous beverages within the Community which need to be removed if
genuine competition is to be created. Thus, recently, France amended its
laws on advertising for spirituous beverages in response to requirements

of public health and to put an end to restrictions which hitherto affected
only spirituous beverages fram outside France.

37, Consideration of this very complex proposal would not be complete
without looking at three further points, namely the problems of wine
alcohol, molasses alcohol, and the application of Protocol No. 19,

38, As far as wine alcohol is concerned, the main difficulty is to fit
highly variable quantities into a rigid framework, especially as the Council
has fortunately just adopted on a permanent basis the 'performance “
guarantee'. The Commission has therefore decided to introduce into its
amended proposal for a regulation the necessary degree of flexibility to

take account of exceptional harvests, i,e. where the production of wine
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alcohol exceeds the avefige levei of’1,350:600 hectolitres of pure aicohol.
This, then, is the purpose of Article 4(4) of the proposal which provides
that the guaranteed quantities allocated annually to each distiller may be
adjusted at the end of the marketing year within the limits of the target
quantity fixed for wine alcohol. -

3%. However, if too much wine alcohol were produced, there would be a
danger of the market in ethyl alcohol of agricultural origin being disturbed,
It is therefore to be hoped that the effect of the Commission's action
programme 1979/1985 for the progressive establishment of balance on the
market in winel will be felt soon so that in future wine production is
concentrated on better quality winea which are in demand on the market and
so do not need to be sent for distillation,

Tt should be noted that in its new proposal amending Regulation
(EEC) No. 337/792‘the Commission aims to introduce stricter rules in
the wine sector in order better to control the production of wine,
especially in view of the prospect of Spanish accession to the Community.

40- The old Committee on Agriculture had asked for a production guarantee,
even partial, to be granted for molasses alcohgl. Its suggestions, on this
point have been heeded, in that the Commission has revised its amended
proposal accordingly - (Articles 4 and 6). On average 3,250,000 hectolitres
of molasses alcohol are produced annually, and of that quantity,

1,500,000 hectolitres, i.e. virtually half, will benefit from the marketing
guarantee, Furthermore, these 1,500,000 hectolitres correspond to the
quantity currently warketed in the reserved sectors,

The Commission considers that most of the rest of this alcohol should
be exported in view of the increasing export opportunities for agricultural
alcohol,

The Commission should consider whether the Community instead of
producing alcohol from molasses should use molasses to produce other
commodities which are in short supply, The use of molasses.in animal feed-
stuffs could be of interest in that :

(a) the Community needs such products, and
(b) it could thereby establish a balance between the supply of agricultural
alcohol and demand from the reserved sedtors.

1
2

Doc. 496/78 - rapporteur : Mr Pisoni
COM(81) 408 final
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41, Finally, attention should again be drawn to the problems posed by

Protocol No, 19 annexed to the Act of Accession concerning spirituous
beverages obtained from cereals, basically whisky and whiskey,

The purpose of Protocol No, 19 was to facilitate the use of Community
cereals for the manufacture of spirituous beverages from cereals for
export to third countries., The measures to be taken by the Council under
this protocol were to be adopted, either within the framework of the common
organization of the market in cereals or that to be adopted for the market
in alcohol, it being understood that such measures must not give rise to
discrimination between whisky (or whiskey) and other spirituous beverages,

42, By its resolution of 28 December 19721 on the drawing up of the
common policy on alcohol and the implementation of Protocol No., 19 annexed

to the Act of Accession, the Council agreed : 'to adopt simultaneously

- the regulation for the common organization of the market in ethyl
alcohol with effect from 1 August 1973;

- the measures intended to ensure the actual grant - also with effect from
1 August 1973 - within the framework of the common organization of the
;mArket and pursuant to the provisions of Protocol No, 19, of export
refunds for spirituous beverages obtained from cereals'.

43. Article 25 of Lhe amended proposal was in line with this Council
resolution. However, since 28 April 1981 this problem has been settled,
within the framework of the common organization of the market in cercals,
since the Council has adopted Regqulations (EEC) Nos 1187/81 and 1188/812
laying down rules for granting refunds adjusted in the case of cereals

exported in the form of certain spirituous beverages.

PROCOSALS FOK HOLV G THE PRUBLEM OF IPHYL ALCOHOL OF AGRICULTURAL ORLGIN

44. As the Commission has pointed out, the adoption by the Council of an
organization of the market in ethyl alcohol of agricultural origin is now
becoming urgent3 on account of :

(a) the uncertainty which prevails in this sector following the judgements
handed down by the Court of Justice;

(b) the need to achieve free movement of goods in relation to alcohol and
spirituous beverages;

1
> 07 No, C 141, 31,12,1972, p.1

OJ No. L 121, 4.5,1981
PE 65,266
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(c) the need to avoid destroying the production machinery of a
renewable raw material at a time when energy is in short supply;

45. The Committee on Agriculture draws attention to the effort made by
the Commission in attempting to lay down rules for the agricultural
alcohol sector in the Community. It welcomes the fact that in

its amended proposal the Commission has taken account of the criticisms
expressed by the committee. However, the complexity of the proposals,
which results from the desire for compromise shown by the Commission,
will make its acceptance by the Council extremely difficult since

it is not easy to satisfy both the states which produce agricultural
alcohol and those which produce synthetic alcohol, not to mention

the problems connected with spirituous beverages. This being so,

it is legitimate to ask whether the Commission might not consider
simplifying its proposal so as to ensure the free movement of

alcohol and spirituous beverages while providing measures

intended to guarantee the livelihood of producers who might be
adversely affected by any such liberalization.

46. It would also be unwise to delay again the adoption of a common
organization of the market in agriculture on the ground that at some
point in the future the Community will be faced with enlargement to
include Greece, Portugal and Spain.

Greece, which has been a member country of the Community since
1 January 1981, has an alcohol production of 295,000 hectolitres.
This level of production would not disturb the Community market.
Portugal, whoée alcohol production is also fairly low (about
100,000 hectolitres), is a net importer of alecohol and so would benefit

the Community market.

Spain, however, produces large quantities of alcohol fluctuating
between 1,700,000 and 2,500,000 hectolitres annually, these fluctuations
being due to the amount of wine distilled into alcohol, If Spain were to
become a member of the Community, it would in any case have to conform to the
Community discipline which the Commission plans to introduce in the
wine sector.

47. The Committee on Agriculture considers that the Commission's proposal
must be thoroughly reviewed in order to take account of the criticism

expressed by the committees asked for their opinion, and especially
the doubts expressed by the Legal Affairs Committee, and also to take
account of the improbability of an agreement being reached within the
Council on the basis of the present proposals.
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48. For the reasons set out in point 44 of this explanatory statement,
the Committee on Agriculture considers essential the introduction of a minimum

common organization of the market in ethyl alcohol of agricultural origin.

It had thought that Article 40(2)(b) might provide the basis for this,
since it stipulates that the common organization of the market may take the
form of a 'compulsory coordination of the various national market organizations'

49. Such a framework would have made it possible to maintain the essential
provisions of the national market organizations which do not distort competition
and, at the same time, to apply a common system to agricultural alcohol. More-
over, this 'decentralized' approach would leave intact a large number of the
rules of national market organizations and would thus have made it possible to ‘
solve the local problems of certain regions of the Community, such as the Black
Forest, Luxembourg and the French overseas departments, to which alcohol produc;

tion is of vital importance.

50. However, the Committee on Agriculture did not opt for this solution
because it would require the introduction of a minimum price for ethyl
alcohol of agricultural origin in intra-Community trade in order to prevent
the Community market from being disrupted by unbridled competition.

51. A system of minimum prices in intra-Community trade would be open to
serious legal objections. The banning of imports into a Member State of a
product which failed to conform to a minimum price would be eguivalent in its
effect to a quantitative restriction and would have to be regarded as an
infringement of Article 30 of the EEC Treaty. This has, moreover, been
confirmed by the Court of Justice, which declared invalid a provision of the
old 'wine' regulation (ﬁegulation (EEC) No. 816/70) which authorized the
producer Member States' to levy taxes in intra-Community trade as a safegquard

measure.

The existence, in the wine market, of a system of minimum prices was

accepted only because it was hedged about with the following legal safeguards:

1. The disposal of wine is guaranteed by the fact that a distillation
mechanism is triggered when the minimum price is fixed; this mechanism comes
into operation when the minimum price is reached;

2. The period of application of the measure is limited to 4 years;

3. The measure is used only in the event of a serious crisis and only
after the other intervention measures have failed to stabilize the

situation on the market.

In addition, the effects of the 'wine' regulation are felt in all the
Member States at the same time. A system of minimum prices, applied whenever
freedom of movement is likely to pose a serious threat to the production of
alcohol in a Member State, is so protectionist that it denies the existence
of a common market and is incompatible with a common‘market organization based

on common rules.
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52. The Committee on Agriculture has therefore preferred to focus its
attention on the possibility of simplifying the present amended Commission
proposal. This could be achieved on the basis of the following quidelines:

{a) the proposal should apply solely to ethyl alcohol of agricultural
origin and spirituous beverages should be totally excluded from its
field of application;

(b) freedom of movement for ethyl alcohol of agricultural origin should be
guaranteed within the Community;

{c) only two sectors should be reserved for ethyl alcohol of agricultural
origin: oral consumption and vinegar-making;

(d) the price of ethyl alcohol of agricultural origin should be reduced to
that of molasses alcohol. In recompense, the other types of agricultural
alcohol should receive Community aid;

(e) spirituous beverages of economic importance to certain Community regions
(fruit-based potable spirits in Germany and Luxembourg, rum from the
French overseas departments) should continue to be subject to their
respective national laws as regards taxation and should not therefore
be dealt with by the simplified proposal for a regulation.

These guidelines should be examined thoroughly.

53. The fact of limiting the field of application of the future 'alcohol'
regulation to ethyl alcohol of agricultural origin should allay the fears
of those who suspect that the Community is trying in one way or another to
control the production of spirituous beverages. 1In future, it would be
clearly established that this production is free. Such a solution ought
also to dispel the doubts entertained by the Legal Affairs Committee.

54. It is essential, in a common market, for ethyl alcohol of agricultural
origin to be able to move freely among the Member States. The amendments

put forward to the Commission's proposal are consistent with this requirement
since they make for the establishment of a relatively 'simple’ common market
organization for the sector in question.

In particular, as we have already stated, the idea of a minimum price
for alcohol has been rejected.

55. In response to the legal criticisms and doubts expressed about the
reserved sectors, the Committee on Agriculture proposes that their number

be reduced to two (oral consumption and vinegar-making), since these sectors
are already reserved, de jure or de facto, for agricultural alcohol in the
Member States. In short, the Committee on Agriculture proposes the endorsement
of a situation that already exists in fact or in law.
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56. With a view to mitigating the effects of the mechanism advocated by the
Commission in its amended proposal, the Committee on Agriculture suggests that
the price of agricultural alcohols be reduced to that of molasses alcohol, which
is the least expensive alcohol. If this were dorie, the whole equalization
system built around cereals-based alcohol would disappear. Furthermore, all
the various mechanisms regulating the Community's external trade would cease
to be necessary because the price of alcohol in the Community should approxi-
mate to the world price. The customs duties, on the other hand, would be
maintained. (The Community imports very little alcohol. The alcohol it does
import (about 150,000 hl per year) mostly comes from the ACP States and there-
fore receives preferential treatment).

As compensation for reducing the price of agricultural alcohols to that
of molasses alcohol, the Committee on Agriculture suggests that the Community
should grant a fixed-rate subsidy for alcohols obtained from sugar beet, cereals,
potatoes, fruit and sugar cane in order to guarantee a fair income for producers.
The amount of the subsidy would be limited to the quantities currently produced

in the Community.

This arrangement ought to satisfy both the Committee on Budgets, which
found the common market organization proposed by the Commission too expensive,
and the Committee on Economic and Monetary Affairs, which feared that the
equalization system would distort competition between the various agricultural

alcohols and between them and synthetic alcohol.

3

57. Spirituous beverages, such as_fruit-based potable spirits or rum, should
not bé dealt with by the regulation, which would leave the existing tax
provisions intact. As far as Korn is concerned, it would seem that its

_ producers want it to be treated as an agriculturél alcohol. 1If this was not

the case, it would benefit from the tax provisions currently applicable in
Germany. '

58. Finally, if there is to be a genuine common market in alcohol, national
subsidies other than those of a fiscal nature must be abolished. If this
were done, storage measures taken at national level would not longer be
lawful. Against this, however, it should not be forgotten that the Community

would aid producers of agricultural alcohol to ensure that they received a |
fair income.

—_ R

59. The cost of running this common market organization should amount
to 60 m ECU a year, as against 100 m ECU with the original proposal.

We would point out that refunds on whisky, which are borne by

the common market organization of the market in cereals, cost 30 m ECU
a year.
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The disposal of winé alcohol is covered by Regulation (EEC) No. 337/79.
Article 40a’ of this Redguldtion provides that the disposal of alcohel
obtained from cébtain win® distillation operations must not disturb the
markets in alcohol and 3pirituous beverages produced in the Community and
that, if need be, such alcohol may therefore be disposed of outside the
Community, probably by means of the tendering procedure.

60. The Committee on Agriculture hopes that its proposals will enable
the discussion of the 'alcohol' dossier to be reopened within the
Council. The uncertainty that is now so prevalent in the alcohol
sector is damaging to Community producers and will eventually threaten
the very existence of the EEC's production machinery, which would be
disastrous for our Community which is so dependent on raw materials.

61. However, the market organlization proposed by the Committec on
Agriculture will have to be completed. If freedom of movement for
ethyl alcohol of agricultural origin is secured, measures will be
needed to secure the same freedom for spirituous beverages. This will
.mean removing a number of non-tariff barriers such as those relating

to the definition of spirituous beverages and te taxation. Moreover,
the tax requlations applicablé to agricultural alcohols themselves will
have to be harmonized.

Particular care will be needed to ensure that this essential
process of tax harmonization does not imperil those regions for which
the production of alcohol is a vital necessity. The Black Forest is
one such region, but there is also Luxembourg and the French Overseas
Departments.

62, The Committee on Agriculture therefore calls on the Commission to
simplify its proposal on the basis of the principles it has enunciated,
so as to make possible the establishment of a minimum common organiza-
tion of the market in ethyl alcohol of agricultural origin, and

strongly recommends the European Parliament to endorse its conclusions.

lsee Regulation (EEC) No. 2144/82 - OJ No. L 277 of 3.8.1982, p.l.
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ANNEX .I
DEFINITION OF TERMS USED

-

Tarcet price

L

A tiarget price shall be {ixed for each typo of ethyl alcohol of
agricultural origin, It is the price at which the intervention agencies
purchase alcohol which producers have been unable to dispose of either on
the open market or in the reserved sectors. '

Quantitative marketing guarantee

A marketing guarantese shall be granted in respect of a limitod quantity
of othyl alcohol of agricultural origin produced in the Community.

To this end, a target: aquantity, covering ﬂ.ve mket.:lng years, shall be
fixed for each typs of alcohol.

A guarantced quantity valid for one marketing year shall be fixed
annually. It shall consist of the quantity of alcohol for which an outlet
can be found, i€ necessary, through the intervention agencies. After five
marketing years, the guaranteod quantities shall be equivalent to the
target quantity fixed at the outset. ’

Pinally, the guaranteed quantity for each tyre of alcohol shall be
apportioned among Community distillers. ' The amount allocatod to each o
undertaking is the guaranteed quota. ' This is the volume which undertakings
may send in to the intarvention agencies if they find no outlets for the
alcohol which they produce. T

Reserved sactors

These are the ssctors in which only ethyl alcohol of agricultural
origin may be used, viz: '

- - oral consumption
= vinegar-making
= pharmaceutical industry
- and, for five marketing years, on a provisiona). basis for Member
Stutes who so request, the perfumery and cosmetics sector.

A selling price shall be fixed for each of the rosewved soctors. If
the target price of an alcohol is lower than this selling prica, it shall be
subject to an cqualization charge. If the target price of an alcohol
exceeds this selling price, it shall benefit from a compsnsatory paymont.
Ry employing this cystem, tho Commission intends to give each typo of

_alcohol an egual chance of gaining access to the reserved soctors.

T s - PB 65.506/Ann.I /fin.


jjm132
Text Box

jjm132
Text Box

jjm132
Text Box


ANNEX II

Production of ethyl alcohol of agricultural origin

Member State Products e }PPP_P}_PEff_f}SSPP} __________ -
19772 19787 19792 | 1980

(hrmany Molasses 253 221. 220 242
Potatoes 407 503. 504 560

Cereals 192 82; 83 74

Fruits and various 59 32 26 51

TOTAL 911 838 833 927

France Molasses 644 646 580 534
Sugar beet 1110 1573* 1603 1530

Wine 1021 438 435 857

Fruit 3 25 4 3

Sugar cane 25 25 16 63

Various 3 59 29- 36 43
'Non-restricted! - - - 157

TOTAL 2862 2736 2674 3187

Italy Molasses 1384 1262 1109 858
Wine 218 233 319 1000

Fruit 193 76’ 309 259

Potatoes - 62 18 25

TOTAL 1795 1633 1755 2142

Netherlands Molasses 604 609’ 664 569
Cereals 41 44 46 45

TOTAL 645 653 710 614

Belgium Molasses 263 250 190 114
Cereals 5 6. 8 2

TOTAL 268 256 198 116

Luxembourg - -, - -
United Molasses 182 196" 232 176
Kingdom Cereals 306 324 319 327
TOTAL 488 520 551 503

Ireland Molasses 45 63- 59 62
Cereals - 2* 15 15

Lactose - 5 16 30

— — — —

TOTAL 45 70, 90 107

Denmark Molasses 96 84 . 79 82
Potatoes 17 25 24 19

Cereals 25 9' 13 19

TOTAL 138 118, 116 120

Greece Molasses - - - 206
Dried grapes - - - 55

Figs - - - 22

Wine - - - 84

TOTAL - - - 367

EUR 9 7152 6831, 6927 7716
EUR 10 - - - 8083

Source: Commission of the EC, D.-G. for Agriculture’

lQuantities for which responsibility was taken by the 'Service des Alcools'
(excluding potable spirits)

2or marketing year ending in that year

3

Alcohol obtained from sugar beet; molasses and cergals not controlled by




ANNEX III

Community production of distillates of agricultural origin

not having the characteristics of an alcohol

(within. the meaning of Article 1 of the proposal)

Spirituous beverages

(in 1000 hl pure alcohol)

s 74 75 76 77 78 79 80
Member Etate Origin 73774 | 74775 | 75076 | 76/77 | 77778 | 78/79 | 79/80
Germany Cereals (Korn) 466 465 439 433 474 431 445

Fruit 41 36 34 41 27 48 43
Winel 224 202 202 195 141 148 153
TOTAL 731 703 675 669 642 627 641
France - Cognac 739 544 720 447 354 503 655
- other registered | 182 119 90 76 40 81 106
wine and marc-
based potable
spirits
- wine-based pota- | 432 871 166 23 6 - 575
ble spirits de-
livered to Serv.
des Alc.
- fruit-based pota-| 154 140 117 122 18 91 88
ble spirits
- rum (overseas 301 312 310 265 284 275 279
departments) o
TOTAL 1808 1986 1403 933 702 950 1703
Italy Wine 2013 187 126 56 57 144 411
Marc 1783 196 179 163 159 182 181
Fruit 103 25 31 11 19 16 43
TOTAL 389 408 336 230 235 342 635
Netherlands® Cereals 9 9 20 | 20 20 202 202
{moutwijn)
Belgium Cereals 5 5 4 4 4 4 4
Luxembourg Fruit . 2 2 3 1.8 1.6 2.3 1.6
Cereals 1 1 1 0.4 0.4 0.5 0.5
TOTAL 3 3 4 2.2 2.0 2.8 2.1
United Kingdom?| whisky 4760 3939 32412 | 3767 3230 3150 3001
Ireland? Whisky 36 37 41 46 53 115 116
Demmnmﬁ - - - - - - -
Greece Ouzo - - - - - - 27
EUR 9 7741 7090 5724 5671 4888 5211 6122
EUR 10 - - - - - - 6149

1Production based on 'Rohbrand' is not included in the figures on this line but is contained
elsewhere in the production figures for the other Member States.

The wine-based potable spirit

produced in the Community and used to manufacture fortified wines (Brennwein) which are distilled
in the FRG is already incorporated in the production figures of the other Member States.

2Esthm¢es

3an¢itks withdrawn from warehouses
4Substani:ial quantities of spirituous beverages are also cbtained fram alcohol.
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ANNEX IV

Community production

of ethyl alcohol of non-agricultural origin

(in 1,000 hl alcohol at 100% vol.)

" 73 74 75 76 77 78

Member State 72/73 | 73/74 | 74/75| 15/76 | 76/77 | 77/78
France Synthetic | 1,203 | 1,167 | 1,222] 895 | 1,205 1,142
cellulose 22 20 20 16 - 20

TOTAL : 1,225| 1,187 1,242 911 1,205} 1,162

Germany synthetic| 1,197 | 1,522 1,117|1, 232 1,280 1,124
cellulose 209 202 136 127 133 118
other 2 2 2 1 2 -

TOTAL : 1,408 1,726} 1,255|1,360 1,415 1,242

United .
Kingdom 1,786 2,930 1,980]2,520 2,723} 2,963
EEC ‘ 4,419| 5,843| 4,477)4,791 5,343 5,367
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ANNEX V

AVERAGE PRODUCTION OF AGRICULTURAL ALCOHOL

Raw materials Average production Marketing guaranteJ
Molasses 3, 250, 000 1, 500, 000
Winel 1, 350, 000 -1, 350, 000
Sugar beet 1, 200,000 1, 200, 000
Potatoes 500, 000 500, 000
Cereals 550, 000 550, 000
Fruit 400, 000 400, 000
Other (+ lactose) 150, 000 150, 000
7., 400, 000 5, 650, 000

lincluding wine-based potable spirits delivered in France to the 'Service
des Alcools'.

AVERAGE QUANTITIES OF AGRICULTURAL ALOGHOL USED-IN THE RESERVED SECTORS

Oral consumption 3,250,000 )

‘ ) ) 3,500,000
Vinegar-making 250,000 )
Pharmaceutical 450, 000 )

) 900, 000
Per fumery-cosmetics 450,000 )
. (France-Italy) 4, 400, 000

QUANTITIES OF AGRICULTURAL ALCOHOL AND SYNTHETIC ALCOHOL
USED IN THE COMMUNITY IN 1980

(100 hl at 100% vol.)

Sector of Agricultural Synthetic
utilization alcohol alcohol
Oral consumption 4,386 10
Vinegar-making 269 -
Pharmaceutical 390 86
Perfumery-cosmetics 660 280
Other uses | 1,040 4,380
Total 6,745 4,756
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Breakdown of Communitv distilleries of alcghol

cf agracuirural origin

Situatiofi March 1977

Source: Commission ) .

of the European (accordina to average_annual_ produgtion)

. iti

e - - - .. . Average annual production.. .- . . ... -} ~TOTAL pEypeTy 4.
between exceeding
C and 3,000 hl| 5,000 and 10,0C< and 50,000 and 100,000 hl
10,000 hl 50,000 hl 100,000 hl

Germany Por details, see Annex VII 1,686 + 33,300
Abfindungs~
brennereien

France 3 sugar beet 3 sugar beet 16 sugar beet 2 sugar beet | 2 sugar beet + + 5,256

3 molasses 2 molasses 4 molasses 1 molasses molasses itnerant
1 sugar beet 35 wine 9 sugar beet 8 sugar beet distillers
+ molasses 1 sugar cane + molasses + molasses.
98 wine (overseas 28 wine .
departments)
12 sugar cane | ___ — _— -
117 {overseas 41 57 11 2 228
departments)

Italy(1976) 330 28 a3 4 6 401 + 249
(small-s-ale
distilleries)

Natherlands 3 . 1 . 3 7

{40,000 mol.) (80,000 mol.)| (230,000 mol.)
(25,000 cer.) (140,000 mol.)
{20,000 cer.) {130,000 mol.)
Belgium 1 1 1 1 4 + 7
small distill
. eries _
Luxembourg 2 (rectifi- + 400
L cation) o family-owned
United 3 cereals molasses <
KingJdcn ceredls 7
| _Ireland | 2 molasses 2
DeaiTy L 1 2
- - P — - -
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Breakdown of German distilleries according to
type and the guantities covered by their

1. Agricultural distilleries using:

distilling licen

Situation March 1977

(a) Potatoes and cereals other than korn (b) Korn {c) Potatoes and korn “OTAL
up to 300 hl : 236 133 95 464
600 hl : 106 206 31 - 343
1,200 hl 86 56 9 151
2,000 h1 : 143 16 4 163
4,000 hl : 52 L] 1 53
10,000 hl : 3 - 2 5
TOTAL 626 416 142 1,184
2. Industrial distilleries using:
(a) Potatoes and cereals other (b) 5‘6;:11 , (c) Potatoes and (d)Molagses Ke) Wine and TOTAL
than korn corn fruit
up to 600 hl1 : 1 up to up to up to 2701
15000 hl1 : 1 300 hl : 34 1,200 hl : 1 2,000 hl: 9
600 hl : 37 5,000 hl:12
1,200 hl : 32 10,000 hl: 5
2,000 hl : 27 30,000 hl::5
4,000 hl : 14 50,000 hl: 1
10,000 h1 : 3
TOTAL : 2 147 1 32 270 452
3. Small-scale distilleries(less than 4 hl per year):
under supervision: 50 50
paying flat-rate tax:33,300 (Abfindungsbrennereien)
lof which 120 are operational GVERALL TOTAL 1,088

Source: Commission of the European Communities
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ANNEX VIII

CLARIFICATION OF THE AMENDMENTS
TO THE AMENDED PROPOSAL FOR A REGULATION

Amendment No. 1

The purpose of changing the title is to show that the proposal for a
regulation should apply solely to ethyl alcohol of agricultural origin
and that spirituous beverages should be excluded from its field of appli-
cation.

!

Amendment No. 2

Articles 28 and 113 have been deleted because the mechanisms regulating
external trade would cease to be necessary with the alignment of the

price of alcohols on the price of molasses alcohol, which approximates
to the price on the world market.

Article 227 has been deleted because rum, a spirituous beverage, would
be excluded from the field of application of the new proposal.

Amendment No. 3

This amendment indicates that the basic price of agricultural alcohol
in the Community would be the same as the basic price of molasses alcohol.
(This and the following amendment should be considered in conjunction).

Amendment No. 4

This amendment indicates that in place of national production aid

subsidies would be granted to producers to ensure that they received a
fair income.

Amendment No. 5

The amount of the subsidies referred to in Amendment No. 4 would not

'be unlimited. There would be a ceiling on the amount of production
subsidized. This ceiling would be determined both by use and by social
requirements.

\ -
Amendment No. 6 :

[

The sectors which are reserved de jure or de facto in the Member States
for agricultural alcohol, namely the oral consumption and vinegar-making
sectors, would be the only ones retained.

Amendment No. 7

With the alignment of the price of alcohols on that of molasses alcohol
(instead of cereals-based alcohol), the equalization system proposed

(equalization charge, compensatory payment) would become superfluous.
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Amendment No. 8

With the exclusion of spirituous beverages from the field of application
of the requlation proposed, the intervention measures envisaged for some
of them would no longer be applicable.

Amendment No. 9

The eighth recital would cease to be applicable because molasses alcohol
would be placed on an equal footing with the other agricultural alcohols..

Amendment No. 10

This controversial provision, which is associated with the more general
problem of control, can be deleted.

Amendment No. 11

This provision, which relates in particular to spirituous beverages,
should be incorporated in a separate regulation.

AmendmentsNos. 12, 13, 14 and 15

With the alignment of the price of alcohols on that of molasses alcohol,
which appfoximates to the world price, it would cease to be. necessary
to maintain the traditional external trade mechanisms: import levies,
exports refunds, deposits, etc.

Amendment No. 16

The fifteenth recital, which comcerns spirituous beverages obtained
from cereals (whisky), would be inapplicable. It should be borne in
mind that the problem of whisky has been settled within the framework
of the common organization of the market in cereals.

Amendment No. 17

This amendment is of a purely editorial nature.

IN

Amendment Na 18 N " .

The seventeenth recital is inapplicable since the situation on the
market is more likely to be characterigzed by surpluses.

Amendment No.l9

It is pointless to make the market organization proposed too cumbersome.
An ad hoc regulation could always be adopted if a crisis arose.

Amendment No. 20

It is necessary to stress the 'simplicity' of the common market organiza-
tion proposed, to keep a check on national aids and to prohibit them if
they are incompatible with the common market.
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Amendment No. 21

Ethyl alcohol obtained from sugar cane would be subsidized. Rum, a
spirituous beverage, would be excluded@ form the field of application
of the regulation proposed; it would therefore continue to benefit
from the tax provisions in force pending their harmonizationF“

Amendment No. 22

The twenty-second recital has been amended to take account of the
exclusion of spirituous beverages from the field of application of
the regulation propegsed.

Amenidment No. 23

The exclusion of spirituous beverages obtained from sugar cane (rum)
from the field of application of the regulation proposed and the
aid énvisaged for cane:alcohol would make the twenty-third recital
redundant.

Amendment No. 24

Since the Commission has abolished the intervention contribution
originally propesed (see Article 17), this recital is unnecessary.

Amendment No. 25

Since the regulation proposed would apply solely to ethyl alcohol
of agricultural origin, fermented beverages should not be covered
by it. The twenty-sixth recital is therefore inapplicable.

Amendment No. 26

This amendment, of an editorial nature, has been made because
Regulation (EEC) No. 729/70 has since been modified.

. e e S :
Amendments Nos. 27, 28, 29 and 30 : ’ ' o
These amendments narrow -+ the field of application of

the regulation proposed, particularly by excluding spirituous beverages.

Amendment No. 31

This amendment establishes the marketing year for ethyl alcohol of
agricultural origin.

Amendments Nos. 32 and 33

These amendments léy down the conditions for granting aid to agricultural
alcohols other than molasses alcohol; such aid must not create unacceptable

distortions of comngégégnnpegyégp'the different agricultural alcohols
produced in the. Community.
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Amendments Nos. 34 and 35

With tl.. ¢iignment of the price of agricultural alcohols on that of
molasses alcohol, it would cease to be necessary to fix a price for
each type of alcohol. Articles 2 and 3 would therefore be superfluous.

Amendment No. 36

The principle of a marketing guarantee has been abandoned, primarily
because of the reduction of the number of reserved sectors. On the
other hand, a subsidy would be granted for agricultural alcohols
other than molasses alcohol up to a given quantity (see Article 1(b)
and (c)). With this amendment, Article 4 becomes inapplicable.

Amendment No. 37

The principle of apportioning the subsidized quantities among Community
distilleries is retained. However, the relevant Article has been

somewhat simplified.

Amendment No. 38

The purpose of the new Article 5a is to regulate relations between the
distilleries and the producers of alcohol-producing agricultural
products and, inh particular, to ensure that these producers receive

a fair return for the products they supply to the distilleries.

Amendments No. 39

The distilleries, which benefit from a system of Community aid, must
pe able to market the alcohol they produce without recourse to the
intervention agencies. Consequently, these agencies have no part to
play in the common market organization proposed.

Amendment No. 40

This introduces safeguard measures for molasses alcohol.

Amendment No.41l

Same explanation as for Amendment No. 39.

Amendment No. 42

This amendment gives effect to the decision to limit the number of
reserved sectors to two - oral consumption and vinegar-making
(See also Amendment No. §).
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Amendment No. 43

Since the priée of all agricultural alcohols would be fixed at the
level of the cheapest alcohol, there would no longer be any need to
fix selling prices for each type of alcohol in each of the reserved
sectors.

Amendment No. 44

With the alignment of the price of agricultural alcohols on that
of molasses alcohol, an equalization system would not be needed.
(It should be borne in mind that a subsidy would be granted to
producers).

Amendment No. 45

With the abolition of the marketing guarantee (see Amendment No. 36),
there would be no reason to retain Article 12, which provides for
penalties to be imposed if agricultural alcohol is disposed of outside

the reserved sectors.

Amendment No. 46

For the same reason, there would be no reason to retain the clause

providing for the carry-over of guaranteed production quotas.

Amendments Nos.47 and 48

Since spirituous beverages would be excluded from the field of
application of the regulation proposed, Articles 14 and 15 would
be inapplicable.

Amendment No. 49

With the liberalization of the price of agricultural alcohol, Article
16 would become redundant.

Amendment No. 50

This controversial provision can be deleted, since the problem of
controls lies outside the scope of the regulation proposed.

Amendment No. 51

This important provision, which aims to guarantee freedom of movement
within the Cdmmunity for the products in question, especially spirituous
beverages, should be the subject of a separate regulation.

Amendment No. 52

The modification proposed takes account of the exclusion of spirituous
beverages from the field of application of the reguiation proposed.
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Amendments Nos. 53,54, 55 and 56

With the alignment of the price of agricultural alcohols on that of
molasscs a.cohol, it would cease to be necessary to maintain tﬁe
tradit.onal trade mechanisms, such as import licences, levies and
refunds. Only the Common Customs Tariff would apply.

Amendments Nos. 57 and 58

Articles 26 and 27 have been amended to take account of the exclusion
of spirituous beverages from the field of application of the regulation
proposed.

Amendment No. 59

Ethyl alcohol obtained from sugar cane would benefit from a pro- '
duction subsidy. Rum, a spirituous beverage, would be excluded from
the field of application of the regulation and benefit from the
advantageous tax provisions currently in force. Article 29 would not
therefore be necessary.

Amendment No. 60

There is no need to make the common market organization proposed more
cumbersome by including a scarcity clause. A suitable ad hoc regqulation
could always be adopted. The Community market in alcohol is in any case
in surplus.

Amendment No. 61

This amendment, of an editorial nature, takes account of previous
amendments (see Amendments Nos. 44,45 and 48).

Amendment No. 62

For the reasons given in Amendment No. 59, Article 32 would not be necessary.

Amendment No. 63

Article 33 has been modified to take account of the total exclusion of
synthetic alcohol from the field of application of the regulation proposed.

Amendment No. 64

The purpose of this amendment is to make it clear that the management
committee must concern itself solely with ethyl alcohol of agricultural origin.

Amendment No. 65

This correction simply takes account of the accession of Greece to the Community.
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Amendment No. 66

As indicated gbove‘(see Amendment No, 23), fermented beverages would
not be included in the common market organization proposed. Article
40 is therefore superfluous.

Amendment No. 67

30 June 1979 is no longer applicable and has accordingly been deleted.

Amendment No. 68

This amendment, of an editorial nature, takes account of previous
amendments (see Amendment No. 36).

Amendment No. 69

The dates are no longer applicable. Hence their deletion.
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OPINION OF THE COMMITTEE ON BUDGETS

Draftsman : Mr B. HORD
On 3 October 1979 the Committee on Budgets appointed Mr Hord draftsman.

At its meeting of 29 April 1980 the committee considered the draft

opinion and adopted it by 15 votes in favour with 6 abstentions.

Present: Mr Lange, chairman: Mr Notenboom, vice-chairman; Mr Spinelli,
vice-chairman; Mr Hord, draftsman; Mr Adonnino, Mr Arndt, Mr Baillot, Mr Balfe,
Mr Barbi, Mr Battersby (deputizing for Mr R. Jackson), Mr Bonde, Mrs Boserup,
Mr Colla, Mr Dankert, Mr Fich, Mr Forth, Mr Gouthier, Mrs Hoff, Mr Langes,

Lord O'Hagan, Mrs Scrivener, Mr Simonnet, Mr J.M. Taylor and Mr Tuckman
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YDiNION on the Proposal from the Commresion amending the amended proposal for

¢ _Requlation on the common organisation of the market in ethyl alcohol

Widening of the scope 'of the EAGGF

l. Noarly all agricuftural products are alroady covered by the scope of the
common agricultural palicy and Community action in regard to them is reflected
in the budget. Ethyl alcohol, in cownon with potatoea and sheep meat, is

one of the aqriculrurql products not teo anjay tha benefita of & ragime oy

common organisation of:tne warkat,
I

Backqround to the B asent proposal \

?« In March 1972, the: Commission put forward a proposal(l)

for a Regulation
on the common organisaktion of the market in ethyl alcohul of agricultural
origin, together with Pupplementary proposalé in respect of ethyl alcohol -

of non-agricultural orhgin and certain products containing alcohol.

3. This proposal was Examined by the Committee on Agriculture(z) and
Psrliamant, at ite aitt&ng of 15 February 1973, decidod(a) to refer the
praopoeal back for turtker consideration so that account could be taken,. in
particular, of the situation acining from the enlargament of the Community.

4. Since then, the issucn has heen examined at conelderable longth ‘within
the Commispion and within the specialised mmmittees of the Council. An

Ad Hoec group examined the problems arising and came up with a number of
suggestions, However,gas the Commission explained, "in spite of all of
these effortg, it has not been possible to reach a consensus on a sufficient

‘ :
nuamber of individual problems to enable overall agreement to be reached'!4)

The amended proposal

5. The Commission put forward, in December 1976, an amended proposal for
2 Regulation on the common organisation of the market in ethyl alcohol.(s)

garlier opinion of the Committee on Budgets

€. The Committee on Budgets examined the financial and budgetary aspects of

the oJroposal and its opinion and conclusions are set out at pages 80 to 85

- or the report(G) drawn up by the Committee on Agriculture.

) com (72) 240

(23 Doc 266/72
f;; O RS C IZ, Z7.3.1973
Doc 504/76, third paragraph
5] boe s04/76
(6) Doc 472/77
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Conclusions of the Committes on Budgets on the amended proposal

7. For ease of reference, the key findings of the Committee on Budgsets in
regard to the amended proposal of December 1976 are set out hereundar;

the Committee on Budgets felt that the teut:

gave far tdo wide powers te the Mapnagewent Committee in regard to
the fixing and varying of charges, which ia a budgetary author ity

responsibility;

- i{ntroduced the objectonahle concepl of sesigned regources in
another arep of Community activity;
! v
- involved a new buresucratic interference in the running of

enterprises;

- penalised an efficient industry - distillation of potable spirits
and alcohol ~ by iLmposing on it a discriminatory charge designed
to help carry the cost of dispoeing of surpluses of an inefficient

sector:;

- did'nothing‘to sliminate the discriminatory treatment of spirituous
beverages imported into certain Mawber gtatea from othsr Member

States; and

- envisaged & ‘net’' budget systam gather than the Jdesirable present-

ation in whjich receipts and expenditure appsar in full in the budget.
8. While the Committes on Agrviculture saw Some marit in the proposal, the
Committee on Budgsts rejectad it for the following reasons:
(1) it wag apn intrusion oca the xbdle of ths Budgetary Buthority;
(ii) it was discriminatory ae hetween Gifferent categories of
producers and consumers:
(iii) it would add to the numher of instances in which the undesirable
practice of not antering all transactions in the budget occurs; and

i
{iv) the financial stetement was unsatisfactory.

Latest proposal from the Commigsion

g, The Commission has now CoOBd forward with a document (COM (79) 237 final)
which amends its amended proposal. As in the case of the earlier text, the

main aspects of the Commisszion's doeumant fall to be considered by the Committae
with basic responsibility in this sphere - tha Comnittee on Agriculture. The

Committee on Budgets confines itself to rhe pudgetary and financial aspects.
¥
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190, In two respects, the present version represents an improvement on the
preceding dratt. The intervention contribution provisions in Article 17

© of the 1976 version has heen abandonnd. Secondly, the present version

appears not to involve penalising an oftxc;ont industry by imposing
discriminatory changen.
11. The presentation bf the proposal and the draft of the regulation put
forward by the Commission are very complex. Indeed, the ramifications of
the proposed cowmon organisation of the market could lead to its becoming
a source of new irreguiarities. Furthermore, the explanation farnished
by the Commission amounts to a mera page and a half for an amending document
of eight pages referrihg to the original (504/76) which comprises "fifty-six prges
including schedules. #t is indicated in the Commission's explanation
(paragraph 4) that it would seem to be necessary to snalyse the production
structures and there is a suggestion that, after such a study, further
proposals with a finangial impact may then be put forwsrd.

| .
12. It is considered that, in the case of such a proporal aa the present
one, the Commisasion lh§n1d andeavour to sot out clearly, for the membors
of the European Parliament and indeed for the members of the Council, what
exactly the proposal is about and how it will operate. It is regretted
that the Commission hag failed to produce its revised proposals in a new
conuolidated text for what is an important aspect of the Common
Agricultural Policy and which could have far reaching financial, economic
and social conaequence* The estimated financial effect of this draft
regulation put forward by the COmmxasion could be to add approxxmately
J32m EUA to the general budget. Thxs is about half the sum which Parliament
adds, in a typical year, by way of amendments to the budget following
lengthy procedures which entail a careful study of the items being
proposed for inclusion in the budget. The Committee on Budgets considers
that the text falls far short of what could reasonably be judged to be
an adequate explanation.

fic ¢ ntg on C 719) 237
13. At paragraph 1 of the Commission's explanatory memorandum,it is stated
tnat "guarantees identical to those granted for other types of alcohol of
ajricultural origin should be granted in respect of a part of the molasses
alcohol production”. No clearly elaborated argument is advanced in support
of this contention. This is typical of the procedure followed in the past,

" where an initial proposal leads to the steady extension of the scope of

the activity to other domains that are more or less closely related to the
product covered originally. An intimation of this kind should be supported
by careful argument. Furthermore, ‘a part' of the molasses alcohol
production does not appear to pe defined but it is understood to relate

tc about 50% of total curremnt output.
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14. The case made for the "inclusion of vermouths and aromatised wines,
althouygh industrial products within the meaning of Annex I1 to tho Treaty,
in the list of products cavered by this common market organisation,
alongside spirituous beverages” is exiguous and unconvincing. The
Committee on Budgets feels that this particular addition to the “ethyl
alcohol list" should pe deleted.

15. The proposed amendment to Article 6é which deletes the words "other
than molasses alcohol" would, of course, have the effect of bringing this
particular product within the scope of the common organisation of the
market in ethyl alcohol. This proposal does not appear to be adequately
justified and would entail an unspecified potential charge on the budgat.
Therefore the Committeée on Budgets recommends its deletion.

16. The determination of the sale price for agricultural ethyl alcohol
under the proposed new second sub-paragraph in Article 10 (2) for the
pharmaceutical, perfunery and cosmetic sectors fixing this by reference
to the market price of synthetic alcohol is likely to lead to a
gubstantial incidence of conpensatory paymeﬁta with the current cost of
synthetic alcohol beiny significantly lower than that of agricultural
ethyl alcohol. ;

§
17. 'The Commission's proposal to delete Article 17 is, however, welcomed
as it removes a provision that the Committee on Budgets found to be

particularly objectionable when it examined Doc 504/76.

18. The Commission prioposes, in the new Article 4la, that it shall
forward to the Council before the end of the third marketing year a report
analysing the production structure for agriéultural alcohol in the
Community. The draft Article goes on té state that, "on the basis of

~ that report the Council shall adopt ..... a plan for structural :
reorganisation in this sector"... No provision is made in this draft
article for consulting the European Parliament in regard to a report
affecting possible alterations to a scheme involving expenditure of the
order of 132m EUA. This is unacceptable to the Committee on Budgets.

The Management Committee

19. As indicated in the earlier opinion of theCommittec on Budgets - adopted
on 8 June 1977 - the draft regulation contains some twenty five references to
the Management Committee which will have a key central r8le in the setting up
of the system and in its day-to-day running. It is understandable that a
central body would have specific responsibility for the control of
production, movement and use of ethyl alcohol. Committees of this naéure
have a useful rdle to play in regard to ensuring the smooth running of the:
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scheme. A& s-t out 1n draft Article 35, it is proposed that the
Management Committce should act - as is the case with other such
Committees - ou the basis of proposals put forward by the Commiasion.

20, 1{ the muasures ?avoured hy the Cowmisgion are not 1n accordance with
the.opinion of the Committes, the matter shall - under the provisions of
Article 35(3) of the draft regulation - be communicated to the Council and
the latter instifution. acting by a3 qualified majority, may 'taXe a
different decision within one month.

21. In this proposed @rocadure. there is yet another classic example of a
mechanism which has received strong objection in the past from Parliament.
Under Article 205 of the Treaty, the Commission has a wide mandate for
implementing the budget. It is considered to be wholly inappropriate for
a management committee to be in a position (i) to erode the role of the
Commission in the way that is rendered possible by the draft Article 35
and (ii) to undermine ?arliament‘- poaition as a partner in the

budgetary suthority. é .

22. The Committee on budgotu considered this general matter on several
occasions in the past. At its mesting on 16/17 March 1977, it examined

an opini.onl prepared by Mr AIGNER on the compatibility of the management
committees with Articli 205 of the Treaty. The following quotation from
paragraph 27 of the opinion summarises the position of the Committee on Budgets
in regard to the ialueQ

'The Committee onénudgets acknowledges that a considerable number of
management cammigtee procedures concern Community activities which have
no f;gggcl‘i ;gpi;cag;onl. However, where implementation of the budget
is involved, consultations should be held with the Council and Commission
to ensure that:;

(a) ali proposals for tho establishment of management committee procedures
-hopld in future provide only for conaultative powers for the committee,

but should not priovide for overriding authority for the Council as has
always been the case;

(b) in all existing management committee procedures the overriding authority
given to the Council by virtue of an institutional agreement should gradually
cease to be used;

(c) in cases in which this authority is maintained for a certain period of

time, a right of consultation for the Ruropean Parliament should be builg
in*', ' o ’

1

PE 47.932/fin,

- 84 - PE 65.506/fin.



7 (1)

93, Subsequently, in a report on a proposal from the Commission of the Muropean
Communitia: Lo the Council (Doc. 506/77) for a regulation laying down general rules
for the financing of cartain inturventions by the EAGGF Guarantee section, the
Committes on Budgets cousiderud che iseus once more,  The Committee felt that all
of the criteria cited in the preceding paragraph would be met by a formula

which #naured that the Buropean Parliament would ba vonsulted fully Whﬁﬁo important
budgetary conseguences arise. This view was endorscd by Parliament .

24. 1n the present instance, it must be accepted that, because of the highly
technical nature of the products coverad by the draft regulation and because of
the complexity of the arrangements, a body of experts will be required to
ensure the smooth operation of the system. However, &0 as to ensure that the
group of experts do not #rgspasa on the budgetary rights of Parliaﬁent.

an amendment similar to that described in the preceding paragraphs would be-
{nsisted upon by the fommittee on Budgets. ‘

25. Since alterations in the list of products covaered by the draft
regulation would have an impuct on the budget, an amendment to Artisle 1 (4),
gecond subparagraph, would be required so ss to ensure that the prerogatives
of the Buropean Parlisment are preserved.

Enerqy Considerations

26, It is well known that one of the principal characteristics of ethyl
alcohol is its combustiﬁility and that this material has been used as a
source of energy both in its own right and as an additive to petroleum.
Taking this aspact into ‘account and at the same time recognising the world
energy crisis, it is incredible that the Commission's latest proposal for
a regimefor ethyl alcohél fails to make any reference to this aspect,

o’ particularly when there is a wholasqle'nearch for alternative energy sources.
tag

27. 1In view of the curdont proposale to reviesg Community sugar quotas, it

418 considered that there may wall be repgrcussions in the production of

ethyl alcohol from the raw materials involved in this sector. The Commission's
L documentation fails completely to deal with this aspect and makes no reference
to the situation in the sugar industry.

Enlargement

98. The fact that the Commission's proposale for ethyl alcohol do not consider
the effects of membership of Greece, Spain and Portugal, three countries which

Doc 78/78
{(2) 43 No ¢ 134/74, 5.6.1978
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would, almest cercainly, have a congiderable effect on the scope for the 1
rreduction- of ethyl alcohol, is very surprising. This is yet another éhort-

coming of the Commission's documentation.
Cwn_Kesodrces Lipitations

2. The cutarnt propoanle for o haw regime for ethyl = Losho! vonpietely
disregnrd Lho Cotmunity's budget criels whare oxhaustion of own remcurces

finance ig imminent.

Qverwhelming Cost of CAP

¢ 306. The timing of the current ethyl alcohol proposual is in iﬁself mos t
inopportune. With current expenditure on the Guarantee Section of EAGGF

. accounting for nearly &0% of all community expenditure, it is unreasonable
to promote further expehditure on a new regimefor an agricultural/
industry product when there are §0 wany urgent problems in the Community

in great need of the limited financial resources in the non-agricultural

sactore,

Commiralon’s. sntintan ol She 0888 LOVOLVAY for ons Yoy

31. The following table sets out the estimaten of axpenditure furnished by the
Commiseion in relation to the proposal;

Product ion refund under Article 25(1) 32.0
Buying in by intervantion agancies under Articles 6 & & 3.6
Losses to intervenﬁion agencies on sales 34.8
Grant of compensatory payment under Article 11(2) 33.37
Grant of compensatory payment under Article 15(2) . 23,0 o
126.77
Less: equalisation charge under Article 11 (1) 16.75
/: Total expenditure of 132 million EUA per paragraph 5 iig;gg(l)
QE“EE; financial statement (COM (79) 237 tinal) /
As with the explanatory memorandum which accompanied Doc. 209/79, J

this table i3 not as ample in its explanations as the total sums

involved would require.

(1)

To converi u.a. into Eba, multiply by 1.2,
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Conclusions

32. The Committee on Budgets considers that, on budgotary and financial

grounds, a negative opinion must be given on this proposal for the

following reasons:

(1)
(ii)

(iii)

(iv)
(v)
(vi)

(vii)
(viii)
(ix)

{x)

(xi)

(xii)

(xiii)
33, Therefore,

the explanatory material supplied is totally inadequate ;

the proposed addition of 132 MEUA to the cost of the
agricultural element is too great ;

the preéent proposal promises further supplementary

proposale for structural reorganisation of the sector
including rsnovation of some distilleriea without any
reference to consultation with Parliament ;

soms ot}the products are of an industrial nature and to-
extend the scope of the ayricultural elomunt in the

budget tb cover such products appuars to ba exceseive :

the incly-ion of the provisions in regard to a management
committee runs entirely counter to the views endorsed on
numerous occasionas by Parliament ;

the current proposals appear deliberately to create surpluses
of alcohol which when sold with subsidy would undorminc the
synthetic alcohol industry ;

no regard has been given to energy aspects ;

the consequences of the current revisions to sugar quotas

do not appear to have boen taken into account ;

no reference is made to the likaly consequencos of
enlargcmﬁnt :

the practical problem of impending exhaustion of the Community's
financial resources is ignored ;

it is insppropriate to contemplate an alcohol regulation
until the system of duties on spirituocus beverages throughout

all Membexr States has beenlnrmonxsed :

the proposals cxacerbate the overwhelming and unacceptable

proportion of the budget being devoted to agrxculture :

the financial statement is unsatisfactory.

the Committee on Budgets recommends to the Committee on

Agriculture:

- that this-proposal by the Commission for a common
organisation of the market in othyl alcohol be rejected ;

- that having regard to the large number of objections the
proposal to invoke an Alcohol Requlation should now be

_ abandoned.
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OPINION OF THE COMMITTEE ON ECOMQMIC AND MONETARY AFFAIRS

praftsman: Mr de Ferranti

On 3 October 1979 the Committee on Economic and Monetary Affairs

appointed Mr de Ferranti draftsman.

It considered the draft opinion at its meeting of 23/24 April 1980

and adopted it unanimously by 8 votes in favour with three abstentions.

Present: Mr Delors, chairman; Mr de Ferranti, vice-chairman and
draftsman; Mr Deleau, vice-chairman; Mr Beazley {deputizing for
Sir Peter Vanneck), Mr Delorozoy, Miss Forster, Mr Giavazzi, Mr Lange,
substitute, Sir Brandon Rhys Williams, Mr Schinzel and Mr von Wogau
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1, The Committee on Economic and Monetary Affairs would at the outset
draw attention to the fact that it has on two previous occasions
(1 February 1973 and 21 December 1977) clearly dissociated itself from the

Commission's proposals to introduce in this sector of industry a market
organization based on the principles that characterize the common agricul-
policy. The Commission's proposals still contain three inflexible and
inefficient provisions:

a) Certain applications (drinks, vinegar, pharmaceuticals and cosmetics)
would continue to be reserved exclusively for agricultural alcochol.
b) By intervention at guaranteed prices, agricultural alechol production

would be maintained on a scale which would always exceed the needs of

the applications which are reserved for agricultural alecohol.

€} This struccural surplus of agricultural alcohol over the needs of the
reserved applications would be disposed of at subsidised prices to
non~-reserved applications which are now supplied with synthetic alcohol

which is less expensive to produce.

2. Agricultural alcohol and synthetic alcohol are acknowledged by the
Commission to be chemically identical. There is no justification for the
reservation of application sectors other than on health grounds. Although
synthetic alcohol and agricultural alcohol are identical, synthetic alcohol

is cheaper to produce both in money terms and on energy grounds.

3. Inevitably these proposals will cause severe economic and financial
damage to synthetic alcohol interests in the Community. About one-quarter
of the estimated cost(132 m.u.a. per year) would be devoted to subsidising
disposals of surplus agricultural alcohol into non-reserved application.
The Commission anticipate that about 100,000 tonnes per year (1,25 million
HL) will be sold in this way. Free market demand in non-reserved sector
applications is little over 400,000 tonnes per year (5 million HL).
Disposals as great as 25 per cent of the total market will have severe
impact on the demand for synthetic alcohol. The effect will be even more

pronounced when there is an abundant wine harvest.

4. Synthetic alcohol capacity can satisfy the present and -expected demand
in the non-reserved sector. Therefore these disposals will destroy the

economic viability of synthetic alcohol production.

5. Moreover, users of synthetic alcohol will suffer a dislocaticn in their
supplies and will be unable to make investment plans based on steady raw

material supplies of uniform quality, at predictable prices.
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o. The amendments proposed inh 1979 ificiwd® a guaranteed production quota
for molasses alcohol {whichwas omitted from the 1976 draft). This, of course,
increases the overall surplus of agricultutsl alcohol which threatens

the synthetic alcohol trade. Molasses, which are needed for citric

acid production and other purposes, would be diverted into alcohol produc-
tion, since the artificial conditions creéted by the system of guaranteed
prices would make it more attractive to convert them into alcohol than to
gell them as molasses. This will aggravétée the shortage in the supply of
molasses within the Community: already neéarly half the demand has to be

rnet by imports.

7. Intervention measures are inappropriate for commodities in which the
Community is deficient. It cannot be #aid that the inclusion of molasses
alcohol in the intervention provisions is necessary to fulfil any agricul-~

tural objective.

8. For these reasons the Committee on Economic and Monetary Affairs will
maintain its vigorous opposition to these proposals. They are largely
irrelevant to the agricultural sectors from which the alcohol is derived,

and are a wholly inefficient and disproportionate use of Community resources.
These proposals would destroy the economic freedom of the synthetic alcohol
and citric acid business by distorting competition in alcohol and molasses.
Such .a policy, by an extension of subsidies and' favourable marketing arrange-
ments would extend the relative privileged'position of agriculture and add

further to the burdens of industry.
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OPINION

of the Committee on External Economic Relations

Draftsman: Mr LOUWES

On 5 October 1979 the Committee on External Economic Relations appointed
Mr Louwes draftsman.

It considered the draft opinion at its meeting of 30 January 1980 and
adopted it by 16 votes to 1.

Present: Sir Fred Catherwood, chairman; Mrs Wieczorek-Zeul and Mr Seal,
vice-chairman; Mr Louwes, draftsman; Mr Almirante, Mrs Carettoni Romagnoli,
Mr Galuzzi, Mr Irmer, Mr Kellétt-Bowman, Mrs Lenz, Mr Majonica, Mrs Poirier,
Mr Radoux, Mr Schmitt, Mr Seceler, Sir John Stewart-Clark and Mr Welsh
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I. BACKGROUND

1. This is the second time that the Commission has submitted an amended
proposal to the Council on this subject. Phe:original draft regulation,
dated 6 March 1972, was never approved as insufficient allowance had been
made for the then imminent accession of three states (the United Kingdom,

freland and Denmark) to the Community.

2. With the expansion of the Community, the proportion of alcohol
produced from agricultural products fell, in relation to total alcohol
production within the Community, from 55% to 35% (the proportion of
spirituous beverages préduction incrcascd from 25% to 40% and that of
synthetic aleohol production from 20% to 25%). These facts, together
with other observations on ‘the original proposal, prompted the Commission
to make a number of important points in the amended proposal more liberal.

3. In December 1977 the Committee on Agriculture adopted a report1 on the
amended proposal (the Committee on External Economic Relations was one of
the committees asked for an opinionz). However, this report was never
discussed in plenary session, partly because it had meanwhile become

clear that the Commission was going to submit a number of new amendments

to the proposal. These amendments are now before us.

I1. CONTENTS OF THE PROPOSAL

First of all, a recapitualtion of the proposal (taking into account

the most recent amendments) will not be out of place.

4. The draft regqulation covers all alcohol of agricultural origin and
is intended to control production by granting marketing guarantees. Oonly
for molasses alcohol are these marketing guarantees granted solely for a
part of total production (see Article 4(2)). In the previous version

of the proposal, molasses alcohol was completely excluded from the

market organization.

! Liogier Report - Doc. 472/77

2 pe Clerq opinion - Doc. 472/77/Ann.
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A.

5.

Marketing guarantees

Producers are given marketing guarantees for a limited quantity of

alcohol of agricultural origin (for each type a 'target quantity' is fixed

every three marketing years). The guaranteed quantities are divided among

the various distilleries. These marketing guarantees are based on the

following mechanisms:

(a)

(b)

The basis for granting price compensation is the notion that it must
be possible to market all alcohol of agricultural origin with equal
facility, regardless of the agricultural product used as a raw
material. There must therefore be compensation for the price
differences of the raw materials (i.e. agricultural products) for
this alcohol.

To this end a 'pivot price' is fixed which is equal to the price for
alcohol produced from cereals. A compensatory payment is then paid
for alcohol obtained from more expensive agricultural products. An
'equalization charge' is levied on alcohol obtained from cheaper
agricultural products. It should be noted that the compensatory
payment is paid only for alcohol obtained within the Community from
agricultural products grown in the Community. By contrast, the
equalization charge is also levied on imported alcohol. The
compensatory payments are of course granted only within the limit of
the guaranteed marketing quantities.

The proposal prescribes no action on the part of the intervention
agencies, so producers and consumers have direct contact with one
another. However, for various reasons (altered production methods,
product quality, etc.) a producer may get into difficulties. In
that case he is permitted (again within the limit of a guaranteed
quantity) t& offer his products to the intervention agency, which
then purchases these at the target price fixed periodically for
each type of alcohol of agricultural origin and is then responsible
for the storage or resale of the products.
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(c)

B.

6.

N.B. The target prices are so fixed that they do not lead to
increased production, as lonyg as production costs for clhyl alcohol
of agricultural origin are not competitive with the market price for
synthetic alcohol (Article 3(2) last paragraph). Although the price
of synthetic alcohol (being linked to the price of mineral oil) has
risen recently, production costs are still lower than for ethyl
alcohol of agricultural origin.

Reserved sectors

The third mechanism consists in reserving the following three sectors
for alcohol of agricultural origin:

- human consumption
- vinegar production

- preparation of medicaments.

As regards the cosmetics sector, Member States are free to reserve

this sector temporarily for alcohol obtained from agricultural products.

Spirituous beverages

Some specific measures have been taken for spirituous beverages on the

basis of Article 235 of the EEC Treaty; however, these had to be kept to a

minimum, as in 1959 the Council expressly ruled that these products did not

belong in the agricultural sector. For these products, then, measures are

justified only insofar as they are intended to ensure the smooth functioning

¢ £ this common market organization.

The following mcasurcs arc proposcd:

(a) Compensatory payments to be granted for spirituous beverages
which have encountered difficulties because of a drop in prices

of alcohol of agricultural origin. This measure applies only to
a limited quantity. Por completeness' sake, it should be noted
that the intervention agencies are under no obligation to purchase

spirituous beverages.

(b) §99§li§§§i99-§§5£9§§ are levied on spirituous beverages produced
from rather low-priced agricultural products such as molasses. This
measure applies particularly to rum, both from the Community (the
French overseas departments and lreland) and from outside the

Community.
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cC. Financial burdens

8. The previous version of the proposal laid down that an intervention
contribution should be levied on the alcohol content of spirituous beverages
with a view to the internal financing of the market organization (actually
through the consumer and the producer of these products) (Article 17).

As, according to the Commission, this solution met with fundamental
difficulties, the solution favoured now is for the EAGGF to bear the cost

of the market organization.
D. Measures at external frontiers

9. In principle there will be free trade in the products concerned at

the external frontiers of the Community. Nor does the draft regulation
prohibit distillation of imported raw materials. But it does provide

for the application of a system (a quite complicated onc) of import

levies and export subsidies intended to provide the spirituous products
with the same protection as that given to the raw materials (i.e. the
agricultural products concerned) for the preparation of alcohol. The
import levy comprises a fixed and a variable component (see Article 23 ff.).

10. This regulation does not conflict with the Community's international
obligations, since Article 24(6) states that, for the products concerned
in the Common Customs Tariff, in respect of which the rate of duty has
been bound under GATT (the spirituous beverages), the levies shall be
limited to the amount resulting from that binding. Furthermore, most
association (and cooperation) agreements include & clause which permits
the Community to modify the arrangements made with the partner concerned,
inter alia, where a new Community agricultural regulationl is introduced.

The interests of this partner must also be considered of course.
I1I. OBSERVATIONS

11. In this opinion the Committee on External Economic Relations wishes
expressly to restrict its comments on the draft regulation to the
consequences which it could have on Community relations with third

countries.

1 A simple example is Article 17(1) of the Interim Agreement with Tunisia

(0J L 141, 28.5.1976):

*1. Should specific rules be introduced as a result of implementation
of its agricultural policy or modification of the existing rules,
or should the provisions on the implementation of its agricultural
policy be modified or developed, the Community may modify the
arrangements laid down in the Agreement in respect of the products
concerned.

In such cases the Community shall take appropriate account of the
interests of Tunisia.'
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(a) Possible conscquences for imports into the Community
The fact that the existing wine regulation makes it possible to
distill large quantities of surplus wine into alcohol means there
is an inherent possibility of market disruption, something which
the present regulation is intended to control, precisely where
regular products are concerned. To what extent such a disruption
of the domestic market would have an adverse effect on the
Community's external trade is a matter which our committee is

considering.

(b) Possible consequences_for whisky exports to_the United States
The fear has been expressed that whisky distillers in that country
will seize upon the export refunds (Article 25) envisaged in the
regulation and take measures aimed at instituting
countervailing duties. This would obviously be éhiefly to the

disadvantage of Scottish whisky producers.

However, it seems less likely, since the conclusion of the Tokyo
round, that the US will actually take counter-measures, as the
principles of the common agricultural policy were not called into

question there.

Nevertheless, the Commission has agreed to keep a careful watch
for any attempts to undermine the regulation.

(c) Alcohol as a source of energy

The draft regulation is based on the existing situation in the
Community and makes no reference to increased energy costs and the
role which alcohol could play in the future as a source of cncrgy.
The consequences of this for exports are already noticeable; the
prices of molasses, considerable quantities of which are imported,
have increased appreciably as, particularly in Brazil (but also
S-E Asia), sugar-cane and sugar-cane molasses are used to produce
alcohol as a source of energy. The same thing is happening, for
that matter, in the US with grain. It is not as yet possible to
assess the extent to which this will affect trade flows for
molasses and cereals and, possibly, other alcohol-&ielding raw
materials in the future. At all events it is a factor that will

make itself felt eventually.

-9 - PE 65.506/fin.



IV. CONCLUSION

12. The Committee on External Economic Relationé recommends that the
committee responsible should deliver a favourable opinion on the present
proposal, at least as far as relations with third countries are concerned,
as the draft regulation does not conflict with the Community's international
obligations. However, it requests the Committee on Agriculture to take
into consideration the observations made above, as well as the following

two points:

-~ The proposed regime, by its operation alone, must not lead to the
increase of high cost at the expense of low cost methods of ethyl

alcohol production;

- Urges the Commission to ensure that no surpluses are generated
which could lead to dumping taking place on world markets and which

could consequently disturb Community trading relations abroad.
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OPINION OF THE LEGAL AFFAIRS COMMITTEE

Draftsman: Mr K. MALANGRE

.

On 19 July 1979 the amending document was referred to the Committee
on Agriculture as the committee responsible and to the Legal Affairs
Committee, the Committee on Budgets, the‘Committee on External Economic
Relations and the Committee on Economic and Monetary Affairs for their

opinion.

At the meeting of 9-10 October 1979 the Legal Affairs Committee
appointed Mr MALANGRE draftsman. On 20-21 November 1979 the committee

considered the proposal on the basis of a draft opinion.

on 19-20 December 1979, the committeée considered a revised draft
opinion and adopted it by 7 votes to 2.

Present: Mr Ferri, chairman; Mr Malangré, draftsman; Mr Chambeiron,
Mrs Ewing (deputizing for Mr Gillot), Mr Janssen van Raay, Mr Pelikan,
Mr Peters (deputizing for Mr Vetter), Mr Prout, Mr Tyrrell, Mrs Van de Heuvel
(deputizing for Mr Sieglerschmidt) and Mrs Vayssade
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I. INTRODUCTION

1. The proposal has a long history. The initial proposal1 on the common
organization of the market in alcohol was made in 1972. 1In early 1974

parliament informed the Council that it would delay giving its opinion

until the Commission had made the alterations necessitated by the accession

0f the three new Member States. In December 1976 the Commiésion put

forward an amended propoaal2 on whicl: the Legal Affairs Committee was consulted.3
The report of the Committee responsible was however never debated in pléﬁary
because it was understood that the Commisqion would make #mendments to its

amended proposal. The present document consists of those amendments.

II. LEGAL AFFAJRS COMMITIEE'S PREVIQUS WORK
2. The Legal Affairs Committee gave two opinions on the amended proposal.

It was first asked to consider the question of whether the proposal was
compatible with the provisions of Protocol Nc.19 to the Act of Accession,
which concerned spirituous beverages obtained from cereals. The committee

was unanimous in its view that:

"the proposed regu%ation does not conflict with.the provisions of
Protocol No. 19,9

3. After adopting the Calewaert opinion, the committee decided to deiiver
a supplementary opinion on certain legal aspects of the amended proposal.

Mr Bangemann, who was appointed draftsman to replace Mr Calewaert, drew up
a draft opinion, which was adopted by the committee on 22 March 1978, with

11 votes to 2 and 1 abstention.

ot

0J No. C 43, 29.3.1972
0J No. C 309, 31.12.1976

See paragraph 2 below
Liogier report on behalf of the Committee on Agriculture (Dec. 472/77)

W N

Doc. 209/79

6 Conclusions of Calewaert opinion, adopted on 21.11.1977, and annexed to
lLiogier report (Doc. 472/77. p.91)

[$2]
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4, In the supplementary opinion the committee stated that three
specific aspects of the amended proposal - Article 1 (1) (d) (products
covered), Article 9 (reserved sectors) and Article 17 (intervention con-
tribution) - were legally untepnable.

I11. PRESENT PROPOSAL

5. The present document would amend the amended proposal rather than
replace it in its entirety . The two documents must therefore be considered
together.

6. From the Commission's explanatory memofandum in the present document
it can be geen that the changes have been prbposed in the light of the
criticism of the amended proposal made during discussions in parl{ament's
committees and elsewhere, but that - -the Commission did not consider all

the criticisms justified. It therefore seems appropriate for the Legal
Affairs Committee to consider to whgt extent the Commission has

taken account of the views which it expressed in the Bangemann opinion,
and, thus, whether the amended proposal, as amended by the present text,

is acceptable from a legal point of view,

7. The Bangemann opinion was, however, expressly limited to a few key
issues. In paragraph 36 it was stated that "the admissibility under
community law of the creation of a European alcohol monopoly with all its
implications remains to be investigated, as do many other individual issues"”.
This opinion therefore also covers a nuwber of issueswhich were not covered
in the earlier opinions.

IV. SCOPE OF THE PROPOSED REGULATION

8. The products covered by the proposed Regulation are set out in
Article 1. In this respect there are only minor changes between the pre-

senl toxt and the (earlier) amended proposal. (The changes concern the
measuremont of the alcohol content 0f various products.) The products
covaered remain the same, and include at Article 1 (1) (d) 'concentrated
extracts' and spirituous beverages.There ismoreover still a difference in the
treetment of alcohol derived from agricultural products and synthetic

alcohol in the later articles of the propbaél.
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9. The committee first considered whether 'concentrated extracts'and
spirituaus beverages can validly be included in the scope of the proposed
regulation. The inclusion .of these products means that they are subject,
inter alia, to Articles 1 (2)1 182 222 and 232 and fully covered by the
organization of the market in alcohol. It is unlikely that this is pos-
nible within the framowork of the Treaty articles cited as the legsl ba-

ses for the proposal.

10. Under Article 38 (3) of the Treaty, Articles 39-36 (Title II Agri-
culture) apply only to agricultural products listed in Annex II to the

Treaty. Annex II includes "ethyl alcohol or neutral spirits, obtained

from agricultural products (excluding liguéurs and other spirituous beverages,
and compound alcoholic preparations - 'concentrated extracts' '~ for the

manufacture of beverages)“3

11. The only other possible legal basis among those cited in the poposal

is Article 235, which reads:

"1f action by the Community should prove necessary to attain, in the
course of the operation of the common market, one of the objectives
of the Community and this Treaty has not provided the necessary
powers, the Council shall, acting unanimously on a proposal from the
Commission and after consulting the Assembly, take the appropriate
measures,"”
12. There are thus two conditions for its use: a Community objective
and an absence of Treaty powers. In this context it il the second condition
which raises problems. FPFor it is clear from Article 38 (3) that the
Treaty did provide adequate powers. Paragraph 3 of Article 38 enabled the
Council, within two years of the entry into force of the Treaty, to decide
what products should be added to Annex II. 'In other words, the Council
had the power to apply the provisions of the Common Agricultural Policy
to spirituous beverages. But in Regulation No., 7a it expressly chose to
exclude them. Article 235, however widely it is interpreted, must be seen
as providing powers to attain a Community objective where no other powers
exist; it cannot be intended to enable the Council to avoid the two-year
deadline expressly imposed on powers given under another article. Article
235 cannot therefore be used as a legal basis for the application of the
provisions of this Requlation to spirituous beverages.

1. Sece Doc. 209/79
2. See Doc. 504/76
3. Included in Annex II by Council Regulation No. 7a of 31.12.1959
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13. The committee went on to consider Protocol 19 of the Act of Acc¢ession.
This Protocol reads as follows: - . .

"l. The Coungil, acting in accordance with the procedure provided
for in Artiele 43 (2) of the EEC Treiaty, shall decide the -
necessary jeasures to faciliate the use of Community cereals
in the manhfacture of spiritucus beverages obtained from gcersals,
and in:particular of whisky, exported %o third countries, #®
that thése measures may be applied in due time.

2. These measures, which may be taken within the framework of the
Reqgulation on the Common organisation of the marked in cereals
or of the regulation to be adopted on the common organisation
of. the market in alcohol must fit into the framework of the
general Community policy for alcohol, avoiding any discrimination
between 'these products and other alcohol, account being taken
of the particular situations peculiar to each case."

The committee noted since the Protocol was adopted after the EEC
Treaty and was of equivalent legal status to it, it was capable of
amending the Treaty. In particular, it considered that the provision
that:

"Masures of faciliate the use of Cowmupity cereals in the manu-
factire of spirituous beverages obtained from cereals... may be
taken within the framework of the Regulaticn to be adopted on
the common organisation of the market in alcohol”

amended ‘Annex II so as toenable spirituous beverages’ obtained from
cereals and in particular those destined for export, but not other
epirituais beverages, to be covered by the Regulation.

V. EA OF AGRICULTURAL AND OL

-

14. The committee next considered the differences in the treatwent

of, on the one hand, alcohol of agricultural origin and, on the other,
H

of synthetic alcohol, under Articles 8 (3) and 9 of the proposed Regu~

lation.
a) Article 8 (3) . .
15. One of the chief objectives of the proposal is to provide for a

target quantity of ethyl alcohol of agricultural origin to have guaranteed
access to the community market by means of intervention buying (and
subsequent sale) within the limits of the guaranteed quotas allocated

to distillers. "Where the disposal possibilities are insﬁfficient.
provision may be made for the intervention agencies to invite tenders

in the unreserved sector "(Article 8 (3)). In other words, the proposal
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is to give guarantees to producers in that agricultural alcohol produced

. in excess of the reserved' sectorwill be sold at subsidised prices in
the non~reserved sector. The subsidised sales would undermine the market
for synthetic alcohol with which it is in direct competition. It has been
argued by the Commission that it is desirable to give aupport to the pro-
ducers of non-competitive agricultural alcohol. Wwhile it might be necessary
to give short-term support in times of acute difficulties, it is not pos-
sible to do so on a permanent basis within the Treaty system, for the
permanent and discriminatory advantage given to agricultural alcohol would
be out of all proportion to the problem which the measure sought to solve.

b) Article 9

16, Under Prticle 9 of the Regulation, ethyl alcchol used in the re.érved
sectors - i.e. oral consumption, vinegar making, and the pharmaceutical
industry - or for the manufacture of products belonging to these sectors,
must be ethyl alcohol of agricultural origin. Thus, this article prohibits
the use of an industrial product (ethyl alcohol):

{a) in the processing of predominantly agricultural products (for oral
consumption and vinegar making):; and

(b) for the manufacture of industrial products (pharmaceuticals) which
generally speaking have no connection with agricultural products.

17. It should be noted that chemically there is no difference between
synthetic and agricultural alcochol but the manufacturing process for the
former is considerably more economical than the distillation of agricultural
alcohol if only because of the cost of the basic product.

.18. The Treaty makes no express provision - save in the case of supply
difficulties (Article 103(4)) - for the Community to impose bans on the use,
in industrial processing, of certain products obtained by specific procedures,
or to make it obligatory to use only products obtained from the raw materials.
One of the Community's common market aims is to establish common policy for
agricultural products, including ethyl alcohol of agricultural origin.

Article 235 could certainly be used to promote this aim. Butit is far from
certain that it can be used@ to do so at the expense of another, industrial,
product. There are powers in the Treaty for action to promote the production

and marketing of various agricultural products (Article 40(3)(l) but on
condition that the action aims at ‘one of the objectives of Artical 39:

! see paragraphs 16-18 below
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"(a) to increase agricultural productivity by promoting technical
progress and by ensuring the rational development of agricultural
production and the optimum utilisation of the factors of production,
in particular labour;

(b) thus to ensure a fair standard of living for the agricultural
community, in particular by increasing the individual earnings of
persons enghged in agriculture:

(c) to stabilise markets;
(d) to assure the availability of supplies;
(e) to ensure that supplies reach consumers at reasonable prices,"

and that the principle of non~discrimination between Community producerh
or consumers is respected.

e) Commonts

19. Allhouyh the Troaty provisions on agriculture ' do not specifically
prohibit discrimination between producers of agricultural products on the
one hand and of industrial products on the other, they must be interpreted
in the general context of the Treaty, including Article 3 (f), which lists
as one of the Community's basic objectives "the institution of a system
ensuring that competition is not distorted". It is clear that Article 9,
by restricting the use of industrially produced alcohol, and Article 8 (3),
by distorting prices, would distort competition..

Article 235, which can only be used "to attain... one of the objectives of
the Community", can hardly be used as a legal basis for provisions which
are in direct conflict with Article 3 (f),

w
20, It Ims true that, in the present document, there are two new provisions
which apparently alm to reduce Lhe discriminatory effects of the regulation.
Article 3 (2) now provides that:

“The target prices shall be so fixed as not to lead to
increased production as long as the production cost of
such alcohol is not competitive with the market price
for synthetic alcohol" : e

and Article 10 (2)1 now provides that:

"In the case of the pharmaceutical, parfumery and cosmetics -
sectors the sale price,.. shall be fixed taking into consi~
deration the market price of synthetic alcohol."

But these changes would merely lessen the distortion of competition

in sectors other than those defined as 'reserved soctoré'in Article 9.
Aw far an the rovarved sectors and the intervention sales are concerned,
the distort lann proposed by the Commisaion remain.

) Doc. 204/
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21, The Legal Affairs Committee must point put strongly that Article 9
and Article 8 (3) of the proposal are in contradiction with Article 3 (f)
of the Treaty and with the fundamental principles of non-discrimination
and proportionality ,and are therefore.legally invalid.

VI, GEMENT COMMITTEE

22, The committee considered the question of the Management Committee
which would be set up under Article 34, (Its procedure and tasks are laid
down in the proposed Articles 35 and 36). The committee first noted that
the European Court of Justice had held in case No 25/70'that:

"Article 155 of the EEC Treaty provides that the Commission
shall exercise the powers conferred on it by the Council for the
{implementation of the rules laid down by the latter. This
provision, the use of which is optional, enables the Council
to determine any detailed rules to which the Commission is
subject in exercising the power conferred on it. The so~-called
Management Committee procedure forms part of the detailed rules
to which the Council may legitimately subject a delegation of
power to the Commission”,

It further noted that the procedure proposed in Article 35 was the same
as that in the Regulation which was the subject of the Court's judgement.

The Court held that:

" (9) The Management Committee does not therefore have the
power to take a decision in place of the Commission
or the Council. Consequently, without distorting the
Commuriity structure and the institutional balance, the
Management Committee machinery enables the Council to
delegate to the Commission an implementing power of
appreciable scope, subject to its power to take the
decision itself if necessary.

"(10) The legality of the ... procedure... cannot therefore
be disputed in the context of the institutional struc-
ture of the Community"
23, In view of this judgement it would be difficult for the Legal
Affairs Committee to question the validity of Articles 34 - 36 of this
proposal. However, the whole management committee system continyes to
raisemajor problems - both pol'itical and institutional. The committee

may wish to consider them in depth in due course.

. oo i s e

‘Binfuhr- und Vorratsstelle fUr Getreide und Futtermittel v Késter,

iy ot and Co.' ,8ee ECR 1970 (11) pages 1161-1179 especially at pages
Flro=1112.
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Yewr

VII. INTERVENTION CONTRIBUTION

24, it should finally be noted that the Commission has decided to delete
Article 17 from its amended proposal. This article would have provided for
an intervention contribution to be levied on the alcohol content of pro-
ducts manufactured in or imported into thékCommunity. In its previous
opinion the Legal Affairs Committee pointed out that the imposition of
excise duties on agricultural alcohol and spirituous beverages within the
meaning of Article 17 was inadmissible under Community law, The Committee
should therefore welcome the deletion of the article from the proposal. .

VII1. CONCLUSIONS

25. The Legal Affairs Committee notes with satisfaction the deletion
of Article 17 (intervention contribution) from the proposal.

26, It notas that a Management Committee similar to that proposed in
Article 34 has been held valid by the Eurcpean Court of Justice, but

wan of the view that further consideration should be given to the'political
and Institutional problems raised by the Management Committee system in
gyeneral.

27. It is of the opinion that:
(a) there is no legal basis for the inclusion of apirituous beverages
except for spirituow beverages made from cereals for export in the
scope of the Regulation;

b) there is no legal basis for the prohibition in Article 9 of the
ume in "resarved sectors" of ethyl alcohol other than of agricultural

origing;

¢} the intervention arrangements under Article 8 (3) offend against the
principle of proportionality and are therefore invalid.

o 209/79
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SUPPLEMENTARY OPINION OF THE LEGAL AFFAIRS COMMITTEE

Draftsman: Mr K. MALANGRE

on 19 July 1979 the amendment was referred to the Committee on
Agriculture as the committee responsible and to the Legal Affairs Committee,
the Committee on Budgets, the Committee on External Economic Relations and

the Committee on Economic and Monetary Affairs for their opinion.

At its meeting of 9/10 October 1979 the Legal Affairs Committee
appointed Mr Malangré draftsman. On 20/21 November 1979 the committee

considered the proposal on the basis of a draft opinion.

On 19/20 December 1979 the committee considered the revised draft
. opinion and adopted it by 7 votes to 2.

By letter of 1 July 1981 the Committee on Agriculture requested the
Legal Affairs Committee to deliver a supplementary opinion on the basis of

new Legal factors.

On 20 October 1981 the Legal Affairs Committee considered the draft
supplementary opinion and adopted it by 10 votes to 7.

Present: Mr Ferri, chairman; Mr Luster, Mr Turner and Mr Chambeiron,
vice-chairman; Mr Malangré, draftsman; Mr Dalziel, Mr 0'Angelosante,
Mr Donnez, Mrs Ewing (deputizing for Mr Vié), Mr Guertsen, Mr Janssen van Raay,
Mr Megahy, Mr Peters (deputizing for Mr Plaskovitis), Mr Prout,
Mr Sieglerschmidt, Mr Tyrrell and Mr Vetter
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I. INTRODUCTION | ~ |
1. In its opinion of 20 December 19791 on

the sH@RAMENt €8 the amendsd propossl for a Regulation on the
conmon organization of the market in ethyl alcohol of'aqti- .
cultural origin and iaying down additional provisions for certain
products concerning ethyl alcohol (Doc. 209/79) :

the Legal Affairs Committee pointed out the following legal objections:
%
(a) there is no legal basis for the inclusion of spirituous beverages
in the scope of the regulation except for spiritucus beverages made: from.
cereals and intended for export.

{b) there is no legal basis for the prohibition in Article 9 of :the
pronosal for a regulation on the use in ‘'reserved sectors' of
ethyl alcohol other than of agricultural origin; .

(c) the intervention arrangements under Ariicle 8(3) infringe the
principle of proportionality and are lherefore invalid,

2. The legal problems of the common organization of the market in alcohol -
vere exhaustively discussed at a meeting of the Commiiiee on Agricultuée

on 21 May at which the chairman of the Legecl Affairs Corniiiee and repre-
- sentatives of the Commission were present. In this connec:ion discussions

centred upon the possible amendments which might resuli:

- on the basis of the inclusion of whisky in the common organization
' of the market in cereals pursuant to Protocol No 19 t0 the 1972
Act of Accession, which has occurred in the meantimg; o

= from the decisions of the Court of Justice of tho Zuropean Communi:ies .
in Cases 138 and 139/79 (1soglucose’) of 29 October 1900.

11. LEGAL APPRAISAL

3. This opinion is therefore confined to an examination of whether new
legal developments since the adoption of the last opinion in December 1979
make it necessary for the Legal Affairs Committee to alter its view.

(a) Scope of the proposed requlation

4. The Legal Affairs Committee has hitherto always taken the view that
within the framework of the common organization of the market in alcohol of

1
2

PE 59.884/fin

Council Regulation (EEC) No. 1187/81 of 28 April 1981, 0.J. No. L 121 of
5 May 1981, p. 1 et seq. following the Opinion of the European Parliament
of 9 February 1981, 0J No. C 50 of 9 March 1981, p. 15.

3 ECR (1980) pp. 3333 and 3393.
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agricultural otlgln there is no power to 1nclude other splrltuous -beverages.
The reasons formerly given for ‘this were that the Council had omitted to
add these products to those contained in the lxst in Annex II to the Treaty
withxn the two-year period laid down in the second sentence of Article 38(3)
of the EEC Treaty so that therefore Article 235 of the EEC Treety was not
applicable as there was no legislative lacuna. In its most recent Opinionz,
although the Legal Affairs Committee acknowledged that Protocol No 19 to
the 1972 Act of Accession amended Annex II to the EEC Treaty and was of
equivalent legal status to it, it stated that this amendment relpted however
ohly to spirituous beverages obtained from cereals and in particular those
intended for export but not to other spirituous beverages.

5. A minority of the members of the committee consider that alnew legal
situation has arisen as a result of Regulation No. 1187/813, which brings
whisky into the common organization of the market in cereals, and that this
calls for action on the basis of Article 235 of the EEC Treaty.

According to this view, the special provisions including
whisky in the common organization of the market in cereals result in
Praferential treatmen: to the disadvantage of other spiriiuous beverages.
50 as o observe the prohibition on discrimination laid down in
Pro:oml No 19 the otheL spirituous beverages, no“ only those Qaét‘ ' i}f;s
from cereals, mus: be included in the regulptzon on ethyl alcohol. The'”
inclusion of the other spirituous beve‘aQCl‘nay be based on Article 235
of the EEC Treaty, completing Article 38(3) of :he EEC Treaty and :aking
into account the requirement laid down in Protocol No 19. Community action
seens to be necessary in this case in order to close a loophole which
has arisen because spirituous beverages are exposed to adverse effec:s if
they are not included in the common ozgan*za ion of the market in ethyl

alcohol of agricultural origin.

6. The majority of .the members of the committee adhere to the view that
_Article 235 of the EEC Treaty cannot be used as the legal basis for the
application of provisions of this Regulation to spirituous beverages.

The Council did not make use of the power pioviaed by Article 38(3)
of the Treaty to decide, within two years of the entry into force of the
Treaty, to add spirituous beverages to the list jn Annex II. Article 235
" cannot be used to create Community powers which existed initially but were
not utilized; this would be flouting the two-year deadline laid down in
Article 38(3).

Nor .does the Protocol No 19 to the Act of Accession of 1972 make it
necessary to modify this view.

1 Supplementary Opinion of. the Legal Affaiqe Commlttee (Draftsman: Mr Bangemann)
Doc. 472/77, Annex 1I, pp. 7-9 S . -

“ PE 59.884/fin. p. 8 o '

3

see footnote 2, p. 3 above
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The majority of the members of the committee nnote that this Protocol
is of equivalent legal status to the EEC Treaty and is therefore capable of
amending the Treaty. Nevertheless, Annex Il to “he Treaty is amended by
Protocol 19 only inasmuch as it allows the Regulation to cover spirituous
beverages obtained from cereals and in particular those intended for export.
Other spirituous beverages are still excluded from the scope of a common

orgainzation of the market.

(b) The treatment of alcohol or agricultural origin and syhthetic

alcohol

7. The Legal Alfairs Committee has hitherto taken the view that the
differences in the treatment of alcohol of agricultural origin and
synthetic alcohol under Article 8(3) and 9 of the proposed regulation
infringe the principles of non-discrimination and proportionalityl, for

the following reasons:

- under Article 8 (3) the danger would arise that agricultural alcohol
produced in excess of that required for the reserved sectorswould
undermine the market for synthetic alcohol which is not subsidized
and with which it is in direct competition;

- Article 9 of the proposed regulation would give rise to distortion of
competition between agricultural and synthetic alcohol which would be
in breach of Article 3(f) of the EEC Treaty and would therefore not be
legally binding.
8. The Legal Affairs Committee ioes not comsider it necessary to revise
negative opinion with regard@ to these two articles of the proposal for a
regulation in the light of the most recent case-law of the Court of Justice

of the Furopean Communities.

The judgments in Cases 138 and 139/79 not only recognized that the due
consulzation of the Buropean Parliament by :he Council is a besic dgmocratic
principle and an essential procedural requiremen:t. The Court of Juszice
also oYserved in these judgments that agricultural policy takes precedende
over other objectives laid down in the Treaty, expressly over those in the
field of competition.
©. The relevant paragraphs of :he Court’s decision in Case 139779 read ™

as follows:g

23 The institution of a systenm of zompati:lon which is no:
distorted is not the only objective referred to in Asticle

of the Treaty which also nrovicdes in pariicular for the

See the MALANGRE Opinion (PE 59.884 fin), Pages 8 and 9
See the BANGEMANN Supplementary Opinion (Doc. 472/77, Ann. (1) page 9 et seq.

2 Paragraphs 23 and 24 of the Court's decision in Case 139/79, ECR (1980)
pp. 3421 and 3422
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adoption &f a common aqslculuural nolicy. Those ‘68nons,nlc LOfl

vhe Treaty, coﬂﬁg1ous that the simultaneous pursuLL of Cthuse ;wo
.objectives could some:imes and in certain clrcums*ancos prove’ '
"dlfrlculx,’nLovided in the first paragraph of Artiele 42 that: .

“The provisiohs of the Chapter relating o rules on compe:itien
shall anuly to production of and trade in agriculXural products
only to the extent determined by the Councxl within the rame-
work of Article 43 (2) and (3) and in accordance wlth he pro-
cedure laid down therein, account being “aken of the obhjectives
set out in Article 39.

That simultaneously recognizes the precedence “he agri-
cultural policy has over the aims of the Treaty in relation o
competition and the power of the Council to decide how far “he
rules on competition should agply to the agricultural sector. The
Council has a wide discretion in the exercise of that power as it

has in the implementation of the whole agrlcultural policy.

24 As con51derat10n of the conuesxed measures shows, the ¥
affecis which uhey may perhaps have on .comveiition are the
unavoidable consequence of the legitimate desire of the Council
co limit isoglucose pioduction. The measures moreover permit
some competition to cdntinue in respect of price, terms of sale
and the quality of isoglucose. The Council has tHerefore
not exceeded its discretion.

10. According to the Court of Justlce, the Council thus hasgi. w;dp
discrecion in deciding how far the ru]es on compotition are apclicablc in the

agricultural sector.

11. A ninority ofthe members of the commitee comclude from thil
judgment of the'Court: tHat ithe- Comdnis#tion 1€ dhtitled to nropose inter-
vention measures for alcohol of agriéultural origin and spirituous boverages
even if these would entail competitive disadvantages for the manuiac:urers

of synthetic alcohol.

This minority believes that préferential treatment for agricultural
alcohol and thus discrimination. is justified also by the fact that it is
possible to prevent the destruction of agricultural products' to the benefit :
of distillation. It also believes that reservation of certain types of use
for agricultural alcohol does not constitute too severe a protective measure
since the manufacturers of synthetic alcohol in their turn are not subject

to quota arrangements and accordingly have unrestricted freedom of production.

12.  The majority of the membérs of the cdommittee do not regard the latest
judgments of the Court of Justice as departing from the ex1st1ng case~-law;
they only reaffirm the primacy accorded by the EEC ‘Treaty to the agricultural:
policy over competition policy objectlves( ‘ .
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In the committee's view, the conclusion to be drawn from the case-law
of the Court is that the Council hae a wide discretionary power as- %o how
far the rules on competltlon should apply to the agrxcultura1 sectoz ‘The
judgments referred to concern two competing- agricultural pzoducts which
are subpject to different market organlzatlons. ‘

The legal position in the algohol sector is, however, quite different:
""'e the purpose of the Commission's present proposal is to bring ethyl
alcohol of agricultural origin within the scope of a common market organization.
Synthetic alcohol, on the other hand, which is in direct competition with
this product, is not an agricultural product. Through the proposed provision
of Article 8(3) the subsidized sales of agricultural alcohol in the non-reserved #
sectors would undermine the market for synthetic alcohol. The case-law of the '
Court of Justice accords the Council wide discretion within the agricultural
sector in respect of competlng agrlcultural products only. The judyment% do
not give the Council any power to deqtroy the competitiveness of an. industrial

praoduct .

Under Article 9 of the proposal for a Regulation the ethyl alcohol used in
the reserved sectors must be of agricultural origin. In other words, the use
of synthetic alcohol, which is much cheaper to produce, is prohibited in these
sectors.  Thus the proposed organization of the market for ethyl alcohol impinges
upon an industrial sector which does not come under the market organxzaflon
rules and, through the system of reserved sectors, makes 1t 1mpossxble for the
more economically produced industrial product to compete with the highly
subgidized agricultural product.

In the committee's view it is not the objective of the recent judgments
to extend the scope of application of the agricultural market organizations
to the industrial sector. The Council's discretion in regard to the primacy
of the agricultural policy over the rules on competition is confined to
products included in the market organization. Since, however, under the present
proposal for a Regulation that dlscretlon would be exercised at thexexpense
of an industrial product, the proposal infringes the principle of prxoportionality

and non-discrimination.

On this questicon, too, therefore, the commlttee adheres to its earller

opinion.

TI.CONCLUSIONS

13. In the light of a request from the Committee on Agriculture the meeting
on 21 May 1981 and the additional’ working documents supplied by the
Commission's legal services, the Légal Affaira- Committee:

- Welcomes the Commission's continuing attempts to formulate proposals for the
common organization of the market for ethyl alcohol of agricultural origin;

- Notes that recent judgment of the Court of Justice in no way diminish the
need for proposed Community legislation to reflect the rules relafing to
proportionality and discrimination;
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Considers that reservations must still remain on the legality of the
inclusion of other spirituous beverages by means of Article 235 of the
Treaty:

Calls upon the Commission to cbnsider the precise effect of the workings
of the non-reserved sector of the ethyl alcohol market, both as regards
producers and consumers;

Recognizes that the Council has wide discretion in attaining the objectives
of the common agricultural policy,’including the common organization of the
markets; stresses, however, that the proposals exceed proper exercise of
that discretion, particularly where proportionality and discrimination are
concerned;

bDoubts whether the prohibition on non-agricultural products from entering
certain sectors of the market, as set out in Article 9, has any adequate
legal hasis.

-
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