w COMMISSION OF THE EUROPEAN COMMUN:ITIES
I - : . o -

s

Brussels, 14.11.1996 -
COM(96) 549 final

96/0263 (CNS)

REPORT FROM THE COMMISSION TQ THE.COUNCIL
AND THE EUROPEAN PARLIAMENT |

" under Article 8(6). of Council Directive 92/81/EEC, ,
on the situation with regard to the exemptions or reductions for specific
policy considerations as set out in Article 8(4) of Directive 92/81
and -
concerning the obligatory exemption of mineral oils used as fuel for the
purpose of air navigation other than private pleasure flying and the
' exemptions or reductions possible for navigation on - - '
inland waterways other than for private pleasure craft
as set out in Articles 8(1)(b) and 8(2)(b) of the same Directive

~ Proposal for a
" COUNCIL DECISION
authorising Member States to continue to apply to certain mineral oil.s,- when used for
specific purposes, existing reduced rates of excise duty or exemptions from excise

duty, in accordance with the procedure provided for in Article 8(4) of Directive - -
" 92/81/EEC : -

(presented by the Commission) .



Barbara
Rectangle

Barbara
Sticky Note
Completed set by Barbara

Barbara
Rectangle

Barbara
Sticky Note
Completed set by Barbara


Commission report to the Council and the European Parliament
under Article 8(6) of Council Directive 92/81/EEC, ‘

“on the situation with regard to the exemptwns or reductions for spec;ﬁc
~ policy conszdelatwns as set out in Arttcle 8(4) of Directive 92/81 '

and
concernmg the obligatory exemptzon of mineral oils used as fuel for the
. purpose of air navigation other than private pleasure flying and the
exemptions or reductions possible for navigation on
inland waterways other than for private pleasure craft
as set out in Articles 8(1)(b) and 8(2)(b) of the same Directive.

7




" TABLE OF CONTENTS

THE COMMUNITY EXCISE SYSTEM FOR TAXATION OF
- MINERAL OILS AND SCOPE OF THE REVIEW

REVIEW OF THE EXEMPTIONS GRANTED TO AVIATION FUEL

REVIEW OF THE REDUCTIONS OR EXEMPTIONS GRANTED TO

FUEL CONSUMED BY SOME MEANS OF SEA TRANSPORT

REVIEW OF THE DEROGATIONS GRANTED FOR
- INDUSTRIAL AND COMMERCIAL REASONS

REVIEW OF THE DEROGATIONS GRANTED FOR
ENVIRONMENTAL REASONS

REVIEW OF THE DEROGATIONS GRANTED FOR
REGIONAL POLICY REASONS

REVIEW OF THE DEROGATIONS GRANTED FOR
OTHER POLICY REASONS :

REVIEW OF THE FUNCTIONING OF THE ARTICLE 8(4)
PROCEDURE :




REVIEW OF THE EXEMPTIONS OR REDUCTIONS AUTHORISED UNDER

.ARTICLE 8(4) OF COUNCIL DIRECTIVE 92/81/EEC AND THE EXEMPTIONS OR REDUCTIONS

APPLIED UNDER ARTICLES 8(1)(B) AND 8(2)(8) OF THE SAME DIRECTIVE

SCOPE AND OBJECTIVE OF THE REVIEW o

1.
The Co:hm/unity Excise system for taxation of mineral oils -
1.1 Council Directive 92/81/EEC! which came into force on 1/1/93 as part of a package of
measures necessary for the abolition of fiscal controls at intra-Community frontiers
. defines the products which are to be regarded as mineral oils for- the purposes of
Community Excise Duty provisions. Member States are required, in accordance with the
provisions of this Directive, to apply excise duty to a specified range of mineral oil -
‘products They are free to decide the rate of duty they wish to apply to each product
and, in certain cases, for different uses of each product, provided that they respect the
minimum rates laid down in Council Directive 92/82/EEC2. Moreover, although there
~is provision ‘in the Directive for the application of different rates of duty on different
-~ uses of specific products, this does not extend to the application of different rates for
. different grades of the same product. In such cases, a derogation under Article 8(4) of
" Directive 92/81/EEC is necessary. 4
1.2 The'produéts c,oncg'rned and existing Community minimum rates are as follows:
PRODUCTS S S ECU PER
: 1000 LITRES"
Petrol A
- leaded o S 337
- unleaded B ‘ 287
“Gas Qil
- used as propellant - . ' : 245
- "'used for industrial and other uscs . o - 18
- used as heatmg tuel o ' 18
_ LPG and Methane (1000 kg) . S
- used as propellant - . : ’ - 100
- used for industrial and other uses™. 36
- - used as heating fuel . ' -0
Heavy Fuel Oil (1000 kg) - - | . 13
Kerosene _ ' - ,
- used as propel.]ant g 245
T - used for industrial and other uses” _ ' 18
"~ - used as heating fuel T 0
1 Council Dlrectlve 92/81/EEC of 19 Oclober 1992 on the lldllllOlllSdllOn of the structures of excise
- -duties on mineral oils (OJ n® L316, 31710/92). :
2

Council Directive 92/82/EEC of 19 October 1992 on the approunmlzon of the rates of excise duly on
mineral oils (OJ n° L316, 31/10/92). - .
This covers mineral oils used in: - - '
a) - stationary motors; :
b) plant and machinery used in construction. civil engincering and public works; and
c) vehicles intended for off-road use or which have not been aulhonsed for use on the public
~ highway. : : :
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1.3 Any other product used as a motor fuel must be taxed at the same rate as the

equivalent fuel listed above.” Any other hydrocarbon, (except for coal, lignite, peat
or similar-solid hydrocarbons or natural gas) which is uséd for heating purposes,
must be taxed at the rate for the equivalent mineral oil.

Exemptions and reductions

"Under Article 8(1) of Directive 92/81, Member States are reqmred to exempt mineral

oils from the harmonised excise duty when they are :

a) used for purposes other than as motor fuels or as heating fuels;

b) “supplied for use as fuels for the purpose of air navigation other than private
pleasure flying;

c) supplied for use as fuel for the purposes of navigation within Community waters
(including fishing), other than in private pleasure craft; -

d) injected into blast furnaces for reduction purposes.

Article 8(2) of Directive 92/81 gives Member States the optlon to apply total or
partial exemptions or reductions on mineral oils when used

- a) inthe process of producing e!ect_r’icity and in combined power and heat plants;

b) for navigation on inland waterways other than for private pleasure craft; -
c) in the field of passenger transport, and the carriage of goods by rail;

d) in the field of pilot projects for the technological development of more

“environmentally-friendly products and in pamcular in relation to fuels from
renewable resources; : ~
e) in the field of the manufactme development testmg and maintenance of alrcraft .

and ships; ] -
f) exclusively in agricultural and in horticultural works and in forestry and inland
" fisheries; o

g) inrespect of dredging operations in navigable waterways and in ports.

In addition to the above compulsory and optional reduced rates and exemptions,
Member States may apply to the Council for authorisation to “introduce further
exemptions or reduced rates “for specific policy considerations” under a procedure

- 1aid down .in Article 8(4) of Council Directive 92/81. This provision was introduced

to enable Member States to maintain a number of miner exemptions and reduced
rates which they had applied prior-to 1 January 1993 and which did not affect the

_ proper functioning of the Internal Market. It also permitted them to subsequently

introduce new exemptions or reduced rates designed to achieve certain National
policy objectives. The requirement to seek Council authorisation was clearly

- necessary in order to permit the Commission and other Member States to evaluate the -

possible effects of such measures and to object to them if they considered that they
were likely to give rise to distortion of competition or were not compatible with other
prmcnples of the Internal Market.
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1.7

1.9

On 19 October 1992 the Council tock its first decision? granting all Member States
individual and specific derogations, thus easing the .introduction of the Common

~ system on 1 January 1993... A second decision was taken on 13 December 1993,

concerning requests from Belgium, Luxembourg, Greece, Italy and Portugal 4 A
third formal decision was taken on 22 December 1995, involving requests from
Belgium, Luxembourg, Denmark, Italy, Austria, Portugal and Finland.5 A fourth -
" formal decision was taken on 22 April 1996, involving requests from Italy, Austria,
Sweden and the United Kingdom.6 A rifth formal decision was taken on 27 June
1996 on a request from Ireland.” In addition, since neither the Commission nor any
national administration requested that certain requests be considered formally by the
Council, some decisions have been taken tacitly. These decisions have not been
published. They concern requests from Ireland, the UK, France, Germany, Portugal -
~ and Spain to be allowed to exempt waste oils used for heating purposes; from Italy to

. be allowed to apply reduced rates to mineral oils consumed in the regions of Udine

- and Trieste; and from France to be allowed to -apply reduced rates:to-mineral. oils
consumed on the Island of Corsica. Furthermore, Austria, Finland and Sweden were
granted certain derogations at the time of their accession to the Commun’ity.t These
are set out in their Act of Accession.8 Further requests from Sweden France and -
Greece are also currently being processed. A full list of all authonsatlons granted
under the procedure is set out in Annex A :

The review reguirements

In order to enable the Commission and the"Member States to continue to monitor- the
compatibility of the various derogations granted under the provisions of Article 8(4)
" with the requirements of the Internal Market, Article: 8(6) requires the Council to )
review, before 31 December 1996, “the siruation: witl regard to thie exemptions or
reductions set out in paragraph (4) on the basis of .a report by the Commission and -
[to] unanimously derermine on a proposal from the Commission, after- cohsultation of .
the European Parliament, whether any or all of them shall be abolished, modified or
extende :
This document consututes the report which the Con'nmlssnon is requlred to make
under this Article. :

‘In addition, no later than 31 December 1997, the Council is required to review the
obligatory exemption for mineral oils supplied for use as fuels for the purpose of air
navigation other than private pleasure flying provided for in Article 8(1)(b) of
Directive 92/81 as well as the optional exemptions or reduced rates permitted under

" Atrticle 8(2)(b) for mineral oils which are used under fiscal control for navigation on

- inland waterways other than in private pleasure crva'ft. This review must take place on

-

Council Decision 92/510/EEC of 19 October 1992, OJL316 of 31.10.92. ~ -
Council Decision 93/697/EC of 13 December 1993, OJ L321 0f23.12.93. '
Council Decision 95/585/EC of 22 December 1995, OJ L327 of 30.12.95.

-~ Council Decision 96/273/EC of 22 April 1996. 0J L102 of 24.04.96.

Council decision 96/418/EC of 27 June 1996. OJ L172 of 11 07.96.

© Annex IX, Chapter XV fiscality OJ C241 (p 335) 0f29.08.1994.
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the basis of a report:by the Commission and must take account of the external costs
entailed in such means of transport and the implications for the environment, and the
Council must decide unanimously, on a proposal from the Commission whether to
abolish or modify these exemptions. :

This-review clause .in Article 8(7) only foresaw a review being carried out, by

31 December 1997. However, given the interest shown by_Member States, the

Commission indicated in its first review of the minimum rates of excise duty
willingness to look at these spec1ﬁc exemptxons as part of its general review of
Article 8(4) during the course of 1996. This document therefore constitutes the
report which the Commission is required to make under Article 8(7).

Structure of the review

1.10

Over 70 derogations have now been given under Article 8(4) and for convenience,
they have been grouped according to the various policy areas in which they fall. In
some cases there are several possible headings and in these instances the derogation
has been listed under what is considered to be the primary reason for the request.
The first area is that of Transport to which can be linked the questions of air and
inland water navigation. Air transport is dealt with in Chapter 2 and sea and inland
waterway transport in Chapter 3. - A second grouping is the Industrial and
Commercial sector dealt with in Chapter 4. This includes exemptions on fuel used in

. alumina- production, the production of molecular sieves and samples taken for

analysis. The third group is the Environmental policy area, covered in Chapter 5, - -
which is becoming more and more important. Member States who want to use tax
incentives in their environmental policy are increasingly applying for derogations

- based on environmental arguments. Examples-here are the ability to apply different

.11

rates to different environmental classes for diesel fuel and petrol, exemptions for the
use of waste oils as heating fuel and reduced rates of duty on fuels - especially gases
- used in public transport vehicles. The fourth category is Regional policy, covered
in Chapter 6 where some Member States have been granted derogations for fuel -
consumed in particular regions. The final area is Other policy, dealt with in Chapter
7, which covers derogatigns such as those concerned with the taxation of fuel used by
the armed forces and Government agencies and social policy areas such as reduced
rates of duty on fuel consumed by vehicles used by disabled persons, fuel used in-
lighthouses, in pumps used for drainage of flooded land and in desalination plants. A
breakdown of derogations by category is set out in Annex B.

As already indicated, it is clear that in evaluating the individual derogations, the main
focus must be on the criteria laid down in Article 8(5) of the structures Directive :
compatibility with the Internal Market, fair competition and the protection of the
environment. However, given that the derogations have also been granted to fulfil
other policy concerns, such as Transport, Industrial, Regional or Social, the review
will also have to consider the impact of these derogatidns in other policy areas and
evaluate in a number of cases whether a fiscal incentive plowdes the best instrument
for such purposes

9

Commission Report, COM(95) 285 Final of 13.09.1995.



1.12 Finally, the Commission considers that it is necessary to examine the whole
procedure whereby Member States can -apply for, and the. Council agrees to,

- derogations from the general regime.” Chapter 8 of this report therefore analyses the.

- experience to date with the existing system. ' e o



2.1

2.2

2.3

2.4

REVIEW OF THE EXEMPTIONS GRANTED TO AVIATION FUEL

"As already outlined in Chapter 1, the Commission has undertaken to review the

compulsory exemption for commercial aircraft fuel. This chapter deals with this
obligatory exemption as outlined in Article 8(1)(b) of Council Directive 92/81/EEC,
and also examines the various national authorisations granted under Article 8(4) of
the same Directive concerning private aircraft fuel. In reviewing the exemption
provision it is explicitly stated in the review clause that the review will have to take
into account the external costs entailed in such means of transport and the

implications for the environment

The obligatory exemption, under_article 8(1)(b), from the harmonised excise

duty on mineral oils supplied for use as fuels for the purpose of air navigation
other than private pleasure flying -

- The existing situation .

There are two types of aviation fuel in current use. Jet fuel (AVTUR or JET - Al) is
used by jet and turboprop powered aircraft and powers the vast majority of
international and intra Community flights. Aviation gasoline (AVGAS) is used in

~smaller piston engined aircraft operated by air taxi companies and in -virtually all

private aircraft. The commercial use of aviation fuel can be divided into three areas:

1) International ﬂights involving departure to or arrival from third countries.

2) Intra-Community ﬂxghts mvolvmg travel between two or more Member States.
3) National- fllghts

Aviation kerosene (AVTUR) is currently not subject to taxation. This is largely-
because of international commitments under which all contracting parties to the
International Civil -Aviation Organisation (ICAO) have entered into reciprocal
arrangements to supply aircraft fuel exempt of all taxes. To be more specific, Article

. 24 of the Chicago Convention on International Civil Aviation of 1944, which states:

“Fuel, lubricating oils, spare parts, regular equipment and aircraft stores on board
on aircraft of a contracting Stuare, on arrival in the tezjrirmy' of another contracting
State and retained on board on leaving the rerritory of that Stare shall be exempt from
customs duty, inspection fees or similar national or local duties and charges".

Although Article 24 of the Chicago convention only deals with "goods" already on
board the aircraft, the ICAO Council resolution of 14 December 1993 (Doc 8632-
C/968) confirms that fuel embarked on aircraft desuned for another State, shall also
be exempt. Furthermore, it is made clear that "......... or similar national or local
duties and charges" includes for example excise duties and sales and consumption
taxes. These resolutions are adhered to by all EU Member States and are
implemented through several bilateral agreements. All Member States of the
European Union are members of ICAO, while the European Community has had
observer status since 1989.
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In the light of this international commitment and also taking into account the problem
of competition between Community and third country airlines the Council, when

. adopting a harmonised structure for excise duties within the Union, chose to provide
-a compulsory exemption for commercial aircraft fuel (Artlcle 8(1)(b) of Councnl
Dxrectlve 92/81/EEC of 19 October 1992)

The competltvlvgngss of the Europ‘ean air transpo‘r.t‘ industry -

2.6 The air transport industry is more exposed to third country competition than ény

other form of transport with the possible exception of shipping. Taxation of aviation

used on intra Community or international flights would reduce the

competitiveness of the European lndustly in relation to thnd country carrlers

2.7 Fuel costs represent 10-15% of the operating' costs of European carriers. The Air

Transport Association of America has calculated the costs of the discontinuation of.
the jet fuel waiver in the United States!O. The supplementary cost for the American
air carriers would be in the range of 500 million dollars annually in addition to the
negative effects on airline industry employment. - The overall effects would be similar
for the European industry, the level of cost obviously depending on the level of tax.

"If tax were to be levied in the European Union at the same rate as that agreed (but
waived) for jet fuel in the United States, the cost for the European air transport
industry would be in excess of 250 million ECU per year. This would clearly " -
constitute a substantial burden for any industry faced with _fierce int€rnational
competmon '

‘Transport and Environment

2.8 As previously stated, the Council decided in 1992 that the review of mandatory duty

~exemptions for-fuel consumed in commercial aviation and navigation should be based
on the external costs of such modes of tr ansport and their environmental
1mphcatxons Both aspects are drscussed here as a number of pollcy developments :
have taken place since then .

In its conclusions .on transport and the environment of 16 December 1994, the
Council considered that excluding commercial air traffic from indirect taxation
cannot be justified on environmental grounds and called on the Commission to

take this into account in-reviewing the tax exemptions concerned.

The Fifth .Environmenta'l 'Action Programme’ (COM('9:2)23 final, 27.3.1992) -

stated that “prices should reflect the full cost to society of production and

consumption, including the environmenral cost. " (Chapter 7.4). In its proposal
for a European Parliament and Council Decision on the review of the Action
Programme (COM(95)647 final, 24.1. 1996) the Commission proposed to
develop m('u\ur('\ 10 uc/ww* a greaier //1/«//1(1//\(1/10/1 of externul costs in
fransport pr. ices” : . '

10

The United Stdtes has established a fuel taxof 4.3 cenls/g,.lllon for national carriers but has recently
wmved its appllcntlon .
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2.12
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- . Similarly, the policy paper on transportation presented by Italy on behalf of the
- EU to the ad hoc group on the Berlin Mandate under the UN Framework
‘Convention on Climate Change proposed to explore the feasibility on introducing
- aviation fuel taxation in the ICAO framework. At their meeting in Parison 19 -
20 February 1996, the OECD Environment Ministers "urged the International
- Civil Aviation Organistzrion (ICAQ) and other comperent bodies to explore the
feaszbzlzty of introducing different regulalory or fiscal measures, mcludmg air
fuel taxation and (ﬁiczency standards;”

Action is needed as emissions from alrcraft represent an increasing’ proportion of
Community production of several major pollutants. A number. of studies have
indicated that the rapid growth in air transport is likely to lead to a doubling of CO7

" emissions from this source by 2005 compared with 1993. This trend undermines the

achievement of the Community's objectives for stabihsmg C02 emissions by the year
2000 at 1990 levels and reducmg them theleaftel

. External costs

The Commission has adopted the Green Paper "Towards Fair and Efficient Pricing in
Transport” (COM(95)691 final; 20.12.1995). The Green Paper states that the
uncertainty surrounding external cost estimates does not invalidate the need to make
changes where appropriate as the direction and order of magnitude of the required
changes is known. In this respect, the figures advanced by the Green Paper are
relevant for this review, not only in relation tc their overall size, but also on the
hierarchy they establish between different transport modes. :

Based on these orders of magnitude, it is worth noting that, although aviation is
responsible for 6% of the overall cost, which is relatively minor compared to road
transport, 15.6% of the external cost of air pollution in the EU is attributable to
aircraft. In comparison, the absolute figures for waterborne transport are negligible.

Given the environmental impact of aviation activities, the mandatory exemption

-applied to mineral oils used in aviation (Article 8(1)(b)) should ideally be abolished.

However, the practical impact of such an initiative taken solely at a national or

Community level cannot be ignored:

- Community carriers would find themselves ar a” competitive disadvantage vis &
Vis third country carriers by having ro pay, higher prices for their fuel;

- there would be a risk of third couniries acting as "gas stations” for European
carriers, implying ‘thar large amounts of untaxed fuel would be burned over
European airspace in addition to the problem of a higher fuel burn and extra
kilomerres flown in order to carry the untaxed fuel. This would depend on the
level of dury charged as the extra costs of diversion would need to be balanced
against the possible savings bur certuin carriers could be put at a disadvantage if

“they did not have ready access 1o untaxed fuel ouiside the Union.
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- costs for consumers would rise, since any increase in fuel przces will invariably

be passed on by carriers; i : :

'2.13 Besides the problem of competition with carriers from third countries, the
compulsory tax -exemption has so far helped to prevent distortion of competition
between carriers inside the Community. A unilateral removal would risk creating’
distortions if a common tax-level was not agreed. "

Conclusion

2.14' The Commission- concludes ‘that a clause should be mcluded in Artlcle 8(1)(b) of ’
" Council Directive 92/81/EEC which would require the Council to extend excise
duties on mineral oil to aviation kerosene as.soon as the international legal
 situation allows the Community to levy such a tax on all carriers including those
‘from third countries. This proposal would strengthen the Community's position
for a corresponding initiative in the framework of ICAQ. This conclusion will
be acted upon when the Commission puts forward proposals later this year for a
legal framework for the taxation of energy products. - At the same time the
Commission will ‘examine the possibility of amending the wording of the
exemption to give Member States the option to levy tax on fuel used for national
ﬂlghts pendmg the abohtlon of the exemption. » _
The various natlonal 'exemptlons on_aviation fuel used.in piivate pleasure flying,

granted unger Article 8(4) of Council Directive-92/81/EEC

Existing exemptions or reductions

2.15 Virtually all aviation fuel- used in private pleasure flying is .aviation gasoline
~ (AVGAS). Article 8.1(b) provides for an obligatory exemption from the harmonised
excise duty on mineral oils supplied for use as fuels for the purposes of air navigation
‘other than private. pleasure flying. Council Decision 92/510/EEC of 19 October
- 1992 allows Belgium; Denmark, France, Italy, Ireland, Portugal, and the United
ngdom to apply reductxons or exemptions from the harmonised excise duty on
mineral oils, to fuel used in private pleasure flying. Council Decision 96/273/EEC
. of 22 April 1996 gives Sweden the same power and the treaty of Accession provides
Finland with the same derogation. .Only the Swedish derogation is explicitly limited
in time until the end of 1996." Therefore, a total of 9 out of the 15 Member States
have been authorised to apply reduced rates or exemptions from-duty on aviation fuel
- when used for private flying. In practice, Ireland and the United Kingdom apply a-

reduced rate, whlle the other seven Member States apply a total exemption. ‘

2 16 The key issue for transport pollcy, next to the internalisation of external costs, is the,

~ creation of a level playing field across transport modes. When' the these are not

-priced at their full costs, serious dist_ortioné_in. the transport sector can occur; -

resulting in substantial ‘welfare losses. -~ Although not’ raising” major competition
concerns and limited in size, the exemptlon of fuel f01 px ivate pleasule ﬂymg violates

the goal of efficient pncmg
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The role of the EU in this field is important, as the impact of efficient pricing in one
country can have substantial effects on transport allocation in other countries, due to
increased international integration. If one country gives preferential treatment to one
mode . of transport, neighbouring countries may be forced to do likewise.

‘Conceivably, reduced excise duty rates on fuels for some modes of transport could

be justified, depending on the extent to which they already cover their infrastructure
costs through other fees and charges.

Conclusion

Many of the environmental arguments relating to commercial aviation, also
apply to private pleasure flying. Although several Member States have
expressed reservations concerning the administrative complications of removing
the exeniption for private flying, other administrations already operate this
policy without major problems. To be consistent in its transport, environment
and taxation policy, the Commission concludes that the exemptions granted
should be abolished. ' :
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REVIEW OF TIIE REDUCTIONS OR l"Xl'.Ml’ll()Nq (‘RANll‘l) TO FUFL (,()NQUMED FOR
SOME MEANS OF WATERBORNE TRANSPORT

Exemptlon or reductions of excnse duty of fuel used in_commercial navngatlon on
nland waterways (Artlcle 8(2)(b) of Directive 92/81/EEC)

The existing situation

Article 8(1)(c) of Council 92/81/EEC requires Member States to exempt from excise
duty mineral oils used as fuel by commercial vessels in Community waters, including

_ fishing vessels. Article 8(2) also allows Member States to exempt, wholly or partly, -

such oils used as fuel in commercnal nav:gatlon on inland waterways. The revision

.clause in Article 8(7) of the Directive only provides for a review of commercial
~ navigation on inland waterways and not the obligatory exemption in Article 8(1)(c).

The expression “Community waters” covers the territorial waters of the 15 Member
States, namely the sea zone up to 12 miles from the baseline of the coast, and
including the “internal waters” of each Member State, that is to say the sea areas
largely surrounded by land, and ports. The seas outside temton lal water are the high
seas. "Inland waterways" includes lakes and rivers.

At present /Austria (on the river ‘Danube and lake Cohstance), Belgium, Denmark,
Spain, Italy, Luxembourg, Finland, the Netherlands, Germany and Sweden exempt
fuel used in commercial navigation -on inland- waterways. France, Ireland and the

“United Kingdom give reductions in'the rate of excise duty while Gleece and Portugal

glve no exemptlon or 1eductlons in the rate of duty for thlS spec1ﬁc use.

Transport externalities

Inland navxgatlon has extremely low external costs the extelnal costs of accidents

and noise, for example, are virtually nil, whilst air pollutlon costs are greatly below

those incurred by road transport. . The inland waterway network also has
considerable spare capacity and can therefore play a role in diverting traffic away
from congested parts of the road networks. For these reasons, encouraging a modal
shift away from road transport to more environmentally friendly modes, such as
inland navigation' forms part of Community transport policy. The aim was outlined
in the Commission’s "White Paper “The future Development of the Common

- Transport Policy” which was published in 1992 and the issue of external costs is

analysed in depth in the Commnssxon s recently published Green Paper “Towards

Fair and Efficient Pricing i in Transport™.

The Green Paper presents an-overview of the mounting evidence which shows that
present trends in transport are unsustainable and examines various policy options for
internalising the ‘large external costs of road transport in order to arrive at a
sustainable and more efficient transport system. This, however, is a long-term aim.

- Until the policies and technologies are ini place which would allow the true costs of

road transport.to be internalised, there is a need to ensure’ that envnronmentally-
friendly modes of transport are not dlS'idle’l['Wed
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Furthermore, since certain waterways are used by vessels also-engaged in navigation

‘in Community waters, inland navigation should be put on the same footmg as all

other commercial shipping in respect of excise duty. Another “element for
consideration is that inland navigation fuel on the Rhine, by virtue of a special Rhine
Regulation of 1954, is already exempt from excise duty. In economic terms, the
Rhine is by far the most important waterway in Europe, and it would therefore be

- logical to harmonise the rules on other waterways with those currently in force on the

Rhine.

With regard.to the optional exempuon for the carriage. of goods and passengers by
rail (Article 8(2)(c) of Council Directive 92/81/EEC), the above mentioned
arguments concerning external costs are equally applicable. ~As such the question of

the exemption: for rail services should be considered in the overall ‘context of

Directive 92/81/EEC when the Commission puts forward proposals for a new .
general approach to the taxation of energy products. From information available to
the Commission; Belgium, Denmark, Spain and. Luxembourg exempt certain fuel
types from excise duty when used in rail transport. Austria, Finland, France, Italy,
Ireland, the Netherlands and the United Kingdom apply a reduced rate. Germany,
Greece and Portugal do not grant any exemption or reduction in the rate of duty.
Sweden only exempts fuel used to transport goods by rail, fuel used for passenger
transport being taxable. - :

Conclusion -
To ensure a level playing field and to pursue environmental and transport policy.

goals the Commission concludes that the optional exemption for inland
waterways should be made obligatory as is already the case for maritime

a navigation in Community waters. This matter together with the question of the

exemption for rail services will be addressed by the Commission in its proposal
later this year for a framework for the taxation of energy products.

Exemption or reduction in the rate of duty on fuel used in gg‘ivate pleasure craft

- Existing situation

3.9

3.10

Under Council Decision 92/510/EEC of 19 October 1992 Belgium, Greece, Ireland
and the United Kingdom have the right to exempt from excise duty fuel used in
private pleasure craft. Finland has the same power under the Accession Treaty (OJ :
C241 of 29 August 1994). Ireland and the United Kingdom apply a reduced rate of

~duty, while Greece limits the tax exemption 10 vessels not reglstered in Greece

Belgium and Finland apply an exemption.

Problems ’have- occurred where private pleasure craft have arrived in a Member State

" not granting any exemption’ carrying marked low taxed or exempt fuel. The fuel had

‘been legally bunkered in a Member State applying a derogation, but the fact that it

was marked led to investigations and delays. Furthermore, the risk of “cross- -
border” shopping between taxing and non-taxing Member States- is substantial in
view of the wide variation in duty rates.
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.Conclusion

3.11 As with pri\"ate use of av’ialion fuel, concern has been expressed by ‘se\j'eral

Member States about the administrative complications of removing the power to - .

~ grant reductions and exemptions in this area. Nevertheless, to ensure the
functioning of the Internal Market, and since no environmental or transport

policy goals support an exemption of this specific use the Commussnon concludes
that the derogatlons already granted be cancelled
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4.3

4.4
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REVIEW _OF THE DEROGATIONS EXISTING IN THE INDUSTRIAL AND COMMERCIAL
SECTOR R

The exi in. situation

As mentioned in paragraph 1.7 a number of Member States have been granted
derogations for specific Industrial and Commercial policy reasons. These include -
the production of alumina in Sardinia and the Shannon area, samples taken for
analysis, testing or other scientific purposes, reduced rates of duty for enterprises
with a very high consumption of energy and the production of molecular sieves in
Calabria. :

Council Decision 92/510/EEC of 19 October 1992. gave Ireland the power to
continue to exempt from excise duty mineral oils used as fuel in the production of
alumina in the Shannon region. The Irish government requested this derogation
to assist an Industry in a relatively underdeveloped area. The production of
alumina in this area uses heavy fuel oil as an energy source, and it was felt that it
could not compete with other countries industries having lower tax rates on fuel
oil and possibly also using lower or non taxed natural gas or other energy

- sources. . No time limitation was linked to the Irish derogation. Italy obtained a

similar derogation for the production of alumina in Sardinia by Council Decision
93/697/EEC of 13 December 1993 unti! 31 December 1994 for similar reasons.

- This derogation was extended until 31 December 1996 by Council Decision

96/273/EEC of 22 April 1996.

Germany and the. Netherlands have a derogation allowing them to exempt from
taxation samples of mineral oils intended for analysis, tests on production or for
other scientific purposes (Council Decision 92/510/EEC of 19 October 1992). In.
practice Germany applies a total exemption while the Netherlands does not
currently use the derogation. At present no distortion of the functioning of the
Internal Market deriving from the application of these derogauons has been

identified.

Denmark and Sweden have both been given derogations which allows them to
apply a lower taxation for fuel used in the industrial sector. Denmark is allowed
to apply: "partial reimbursement to the commercial sector, provided that such
taxes are in conformity with Community provision and provided that the amount

.. of the tax paid and not reimbursed at all times respects the minimum rates of duty

or monitoring charge on mineral oils as provided for in Community law".
(Council Decision 92/510/EEC of 19 October 1992). Sweden obtained in its
Accession Treaty a derogation allowing it to apply; "a reduced excise duty rate



* for mineral oils used for industrial purposes, on the condition that such rates are
at no time set below the minimum rates laid down ‘in Couricil Directive

" 92/82/EEC". Sweden has since applied for an amendment to the existing

derogation to allow it to apply both a reduced rate for industrial purposes and a
super reduced rate for heavy energy consuming mdustry until 31 December 1998.

4.5 Both countnes have mtroduced CO, taxes which are calculated as a part of the
overall excise duty -on mineral oils. To avoid harming industry and its
competitive position unnecessarily, they apply lower rates to industry. Given that
Sweden has decided to increase its CO7 tax and enlarge its scope it requires
further support for heavy energy consuming industry. A practice already used in
Denmark.  The Danish system has been notified to the Commission and the State

~ Aid aspect examined. Since the exemption is available on the basis of objective

.~ criteria to all companies, regardless of sector or region concerned and since the.

- authorities do not have any discretionary power in the granting of exemptions,-

the scheme can be said to constitute-a general measure falling outside the scope of

Article 92(1) of the Treaty. The new Swedish system has been notified to the

- Commission and is being examined by the Commission Services for its possible

State aid aspects. . The two remaining countries in the Community having

introduced COp/energy taxes, the Netherlands (which caps the tax paid on the

basis of annual consumption by heavy industrial consumers) and Finland have not
apphed for any derogatlon for Industry.

4.6 The overall question of creatmg the necessary flexibility for Member States when
wishing to introduce environmental taxes, such as a 'COp/energy tax will have to’
" be considered within the framework of the Commission proposals on the taxation
of energy products which will be submitted to Council later this year.

4.7 Council Decision 95/585/EEC of-22 December 1995 allows Italy to apply a
"reduction in the excise duty on fuel oil, for the production of steam, and for gas
" 0il, used in ovens for drying and activating molecular sieves in Reggio Calabria.
In no-case can the reduced rate fall below ECU 18 per tonne”. This derogation
~applies until 31 December 1996. The Italian plant uses mineral oil in its
production while similar plants in other Member States use natural gas which
according to the Italian authorities gives them a competitive advantage. The
Italian authorities requested total exemption, but examination by the Commission |

" indicated that natural gas in, for example, Germany and France is also taxed and -

as such the pure energy costs would be comparable if at least the Community
minimum rate was maintained. The Council therefore agreed, on a proposal
from the Commission, to authorise a reduced rate rather than an ‘exemption.
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All the derogations granted in this area have been examined by the Commission
from an Internal Market viewpoint. In general, an exemption from excise duty
for certain undertakings, products or the production of certain goods in a
Member State constitutes a state aid within the meaning of Article 92(1),
provxded it is capable of distorting competition and affecting trade between
Member States. Article 92 stipulates that state aid is incompatible with the
common market and thus prohibited, unless it is approved by the Commission

- pursuant to one of the exemption clauses in Article 92(2) or (3). In Article 92

4.9

the most important exemption clause covers regional aid and aid to facilitate the
development of certain economic activities, such as aid to SMEs or aid for

] ervironmental protectlon

It is clear, therefore, that to the extent the existing exemptions from excise duties

- constitute state aids, they can only be allowed to continue-if exemption under one

4.10

- of the relevant clauses in Article 92 is applicable and such exemption is subject to

the conditions the Commission normally-impeses to approve such aid. In the
light of these considerations and on the basis of the information available it seems
that several of the existing exemptions give rise to some concern. The
Commission therefore proposes to examine these derogations to see whether they
are-incompatible with the Common Market. A

Conclusions

The Commission concludes that the Italian derogation for alumina
production in Sardinia be.extended until 31 December 1998 subject to the
relevant Community minimum duty rates being respected The Irish

“derogation for alumina production in the Shannon area should, in principle,

- be extended only until 31 December 1998. The Commission would therefore ..

expect the Member States concerned to notify the provisions in question
under Article 93(3) of the Treaty in sufficient time so that it can evaluate

‘them in accordance with the appropriate provisions of the Treaty, including .

- Article 92(3).

4.11.

4.12

The Commission concludes that the German derogation allowing exemption
from taxation for samples intended for analysis, test or other scientific
purposes should be limited until 31 December 1998. The Commission will
monitor the competitive aspects of the derogation and before 31 December
1998 will submit proposals to the Council concerning the future of the
derogation. The same derogation for the Netherlands should be abolished
since it is not being used.

The Commission concludes that the Danish and Swedish derogations
allowing them to-apply reduced rates of duty on fuel used in the industrial
sector should be limited until agreement is reached on a common Community
framework for taxation of energy products which should deal- with this
matter at a Community level, or at the latest until 31 December 1998.
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/

4 13 The Commission concludes that the derogat:on allowmg Italy to apply
' reductions in the excise duty on fuel oil used in the production of steam and
for gas oil used in ovens for drymg and activating molecular sieves'in Reggio
Calabria should ‘be. extended ‘until 31 December 1998. The rates applied
must respect Community minimum rates. The Commission. will evaluate in
detail this derogatlon to Wthh similar considerations apply as those set out .

in para 4, 10
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REVIEW OF THE DEROGATIONS EXISTING IN THE ENVIRONMENTAL SECTOR

" The existing situz.ntion

As set out in paragraph 1.7, all Member States have been granted derogations for
specific environmental policy reasons. This heading covers a wide variety of
derogations which may also overlap with other pelicy areas but they have been listed
under the environmental category as this appears to be the major motivating factor.
There can be no doubt that this sector will have an increased importance.in any future
requests. Member States have in some cases felt that the existing Directives
regulating the taxation of mineral oil products were too restrictive when they wanted
to adopt cost effective measures to achieve environmental policy objectives. - Article
8(4) has, to date, been the only route for such initiatives. For example the ability to
apply differential tax rates to different environmental categories of fuel products has
been given to several Member States. '

Derogations covered in this chapter include those given to the burning of waste oils,
to LPG, natural gas and methane when used for Commercial or Industrial purposes
and as motor fuels for public transport, to motor and heating fuels of different
environmental categories and the use of waste hydrocarbon gases as heating fuel. It
is also worth mentioning that several of the decisions concerning the burning of waste
oil have been taken tacitly under the procedure laid down in Article 8(4). This being
the case, these decisions have not yet been published. e

'Public transport ) | : +

Austria, Belgium, Denmark, Greece, Spain, ltaly, Ireland, Luxembourg, Portugal

" and the United Kingdom have all obtained derogations allowing them to exempt from

excise duty fuel used in local public transport. The Austrian and Spanish derogations
are limited to LPG and the Luxembourg and Portuguese to LPG, methane and natural
gas. As in other areas, the exemptions are applied differently in the different
Member States. From information available to the Commission, Denmark limits its
exemption to certain fuel products, Belgium, Italy and Ireland only allow the
application of a reduced rate, while Greece and Luxembourg do not apply the
derogation. The United Kingdom does not apply the derogation as a direct duty
adjustment, the reimbursement being made by way of a grant based on.the amount. of

~excise duty paid on fuel consumed.

There is mounting evidence which shows that the present growth trends in transport -
are unsustainable. To make public transport more attractive by lowering fuel costs
could contribute to developing a more sustainable more efficient and less polluting

“transport system. The pollution will of course depend on the fuel used in the

different means of transport. However seen from a pure economic angle, when

" various transport modes are not priced at their full cost, serious misallocations in the

transport sector and. substantial welfare losses can be the consequence. Therefore the
tax exemptions applied could be said to violate the goal of efficient pricing.
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anclusions

The Commission concludes that the der ogatlons gr anted in respect of pubhc

* transport be maintained until a general rule is introduced as part of a common

Community framework for the taxation of ener gy products or at the latest until
31 December 1998. :

General exemptlons or reductlons in the rate of duty to_be applied to LPG,
Natural Gas and Methane :

Council Directive 92/82/EEC of 19 October 1992 on the rates of duty on mineral oils

sets, among others, a tax rate on LPG and methane. Natural gas as such falls outside -

the scope of the Directive. However, if natural gas is used as a motor fuel, Article
2(3) of the structures Directive requires that it’ shall be taxed at the rate for the

" equivalent product, i.e. LPG.

5.7
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Austria, Belgium‘, Greece, Finland, Italy, Ireland,' LuXembourg, the Netherlands and

‘the Uhited Kingdom have all obtained derogations allowing.them to"exempt LPG,

natural gas and/or methane from excise duty. Austria has a derogatlon until 31 '

'December 1996 for natural gas and meth'me only, while Finland has'it for LPG and
‘methane. For Italy, Ireland and the Umted Kingdomi the derogation is limited to use

as a motor fuel -From the information available to the Commission, Belgium only

- .applies a reduced rate in the Commercial and Industrial sector. So' does Greece but

only for LPG and methane. Ireland applles a reduced rate. lItaly in practice only

- exempts” methane, Luxembourg exempts natural gas used as a road fuel while a

reduced rate is applied to LPG and methane.- The United Kingdom applies an

exemption to all gases for off-road motor use while the Netherlands exempts natural

gas and applies lower rates to LPG and methane. The general impression is that the
derogations obtained are only used in a limited way by the individual Member States.

Viewed from an energy policy'angle"it appears that the application of exemptibns and
~ reductions on, for.example, LPG creates a distortion vis-2-vis other fuel types. From

an ‘Internal Market view point, if the derogation is used to promote national
producuon the competmon aspect cannot be ngnoxed

Europe is currently devoting a great deal of effort to the development and promotion
of natural gas vehicles. The arguments in favour of this fuel revolve around the fact
that it produces less pollution and is an mdlgenous alternative to gasoline which is

largely imported. In an initial phase there could be a need for Member States to _

apply a lower rate for natural gas when used as fuel. As already mentioned earlier in

_this chapter, the general rule is that natural gas when used as a fuel will-have to be

taxed at the same rate as that applied to LPG. As such, if a tax-preference should be

given to this cleaner fuel a derogation is ‘required. The possibility of the addition of -
an optional reduced rate for gases used as a public transport fuel to the existing .

provisions of Article 8(3) of Directive '92/81 will be considered as part of the
Commission review of the taxation of energy products as will the possnblhty of a~
reduction in the rate of duty on natural gas when used as a fuel in private vehicles.

~
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- 5.10 The Commission concludes that the derogations granted in respect of the use of

5.11

gases be maintained until a general rule is introduced as part of the
Commission's proposals for the taxation of energy products or at the latest until
31 December 1998. The Cominission will monitor the competitive and
environmental aspects of these derogations and will submit proposals to the .
Council concerning their future by the end of 1998.

Exemption for excise duty on waste oils or waste hydrocarbon gases which are
re- eating fuel, either directly after recovery, or following a recyclin

process in the case of waste oils.

A number of Member States have secured derogations allowing them to exernpt from
duty waste oil used for heating whether subjected to a purification process or not.
Such use is taxable under Directive 92/81. However, according to Article 6(b) of the

“Structures Directive (92/81/EEC), Member States need not to treat.as productlon of

mineral oils operations by which the user of a mineral oil makes its re-use possible in
his own undertaking. At present Austria, Germany, Spain, Finland, France, Ireland,

. Portugal and the United Kingdom apply a duty exemption for waste oils used either

5.12

5.13

directly after recovery or following a recycling process. The reasoning behind these
requests was a desire to prevent the dumping of used oils into landfill sites or
waterways. The quality of heating fuel produced from these waste oils by simple
heatmg or filtration processes is generally poor and the product would not-be
competmve without some form of tax ad- ;antage.

The requests from Germany Spain, France, Ireland, the United ngdom and
Portugal were all agreed tacitly, in 1994. The Austrian and Finish requests were
both -agreed in Council Decision 95/585/EEC - of 22 December 1995 Decision
95/585/EEC is limited until the end of 1996

The disposal of waste oil is regulated by Council Directive 75/439/EEC, Article 3(1)
of which states that "...Member States shall take the measures necessary to give
priority to the processing of waste oils by regénerarion The various derogations for
waste oils used as heating fuels could be seen as being contrary to the: thrust of that
Directive as they encourage combustion rather than regeneration.

The individual -derogation requests were not detailed and did not snecify\ which
methods of recycling were to be approved. .In practice the Member States charge

~ duty on recycled oil that is used as a motor fuel and only dpply the derogation to.

waste oil that is‘used as a heating fuel. In most cases, relief is only applied to simple

recycling processes involving dewatering the oil and filtering out solid contaminants.

At present methods such as vacuun® distillation exist; effectively creating new oil -
which could be used as a relatively clean heating or motor fuel or reused as

lubricating oil, but in practice only non dutiable lubricants are likely to be produced

from this process as other uses would léad to taxation. In addition, irrespective of

environmental concerns, the advantages of regeneration in terms of improved energy

secunty and reduced use of fresh products should not be ignored.



23

5. 14 The consequences of this duty exeniption. are alleady V|s1ble Mérkefs and

- '5.15

undertakings linked to regeneration of used oils are declining because of diversion:-of -

‘the raw materials essential to their activities. The regeneration industry consists of

some one hundred companies, most of which are SME's. Economic constraints -
make this activity barely profitable without public support. _For those Member States -
where data is available it can be inferred that the application of.the duty exemption -
will probably phase out regeneration. For instance, in Italy, which is not applying
the exemption, regenerated oil amounts to 84.6% of oil collected, while only 13.3% -
is burned. By contrast, in the United Kingdom and-Spain, the quantities regenerated
are minor or negligible. Similarly, in France (40.1%) and Germany (65.2%), the -
amount of oil burned has increased dramatically. ' »

Exempting re-use in own undertakings recognises the fact -that d'uty is difficult- to

collect in such situations. This is certainly not the case where used oil is subject to
collection and sale. Indeed, the waste oil Directive requires operators collecting or

- burning used oil to be duly registered, with a record kept of their-transactions. It is

argued that if combustion of used oil was taxed, such oil might be discharged into the
environment, causing substantial pollution.. Deposit or discharge -of used oil into
surface, ground, inlund sea water, drainage systems and soil is prohibited by the
Directive and any person or undeltakmg found to be mvolved in such action would S

’ face legal proceedmgs

5.16

517

Waste oil recycled in the most technically advanced Way- is less. environmentally N
harmful-and, in addition, will contribute.to the preservation of non renewable fossil -

fuels. The Commission Services are presently: examining. the main obstacles
hmdermg the development of regeneration as evidence already available suggests that
factors other than fiscal considerations are also involved. Nevertheless, it is clear
that derogations. apphed in a way where they are seen to contradict the provnslons of .
the waste oil Dnecuve should be reconsidered. - :

Germany and Italy have a delogatlon allowing them to exempt from taxation the use

-of waste hydxocarbon gases as fuel (Council Decision- 92/510/EEC of 19 October

- 1992). In practice Germany applies a total exempuop while-ltaly, at present, does

not apply the derogation.. Sweden has provision for an exemption in respect -of -

biologically produced méthane and other waste gases. which was agreed as part of

~ the Treaty of Accession. At present no distortion of the functioning of the Internal

Market, deriving from the apphcatlon of these derogations has been identified. In
addition, the use of waste gases f01 heating puuposes can be seen as envnronmentally
advantageous.

~ Conclusions

5.18

The Commission - concludes that the existing del'ogatiOIIS relatihg to duty
reductions or exemptions on waste oil and gases should be limited to 31
December 1998. The Austrian and Finnish derogations shouid be extended to

‘the same date. The Swedish derogation allowing them to ‘exempt from excise

duty biologically produced methane and other waste gases, should be limited to
the same date.” By 31 December 1998, the Commission will submit proposals to
the Council suggesting which methods of* recycling should qualify for exemption

and the derogations shall then be amended accordingly. :
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Reduction in_the rate on heavy fuel oil with a_ lower sulphur content to
encourage the use of more environmentally friendly fuel T

Council decision 93/697/EEC of 13 December 1993 ailowed Belgium -and
Luxembourg “fo apply u reduction in the rate of dury on heavy fuel oil 10 encourage

- the use of more environmentally friendly fuels provided that such an incentive is
- specifically linked to sulphur content and provided that the weighted average of duty

5.20

5.21

charged on heavy fuel oil respects the minimum rate of duty on heavy fuel oils as
provided for in Conununity law, in no cuse can the reduced rate fall below ECU 6,5

- per tonne” until 31 December 1994. After some opposition in Council this

derogation was prolonged until 31 December 1996 by Council Decision 95/585/EEC

“of 22 December. From both an energy and environmental view point it- was

important that the derogation should only apply until the entry into force of
Community arrangements for taxation of low-sulphur heavy fuel oil and” competing
products. '

The first Commission report on excise duty rates (COM(95)285 final of 13
September 1995) states that the specific requirement to review the treatment of heavy
fuel oil by reference to sulphur content should be covered in the overall review of the
treatment of heating fuels, following a censultation process. This process is now
intended to culminate in the Commission's new approach to taxation: of energy
products. : '

‘Conclusion

Although, the Commission has not yet come forward with a proposal for a
Community arrangement for taxation of low-sulphur heavy fuel. oil and
competing products, there is no justification for extending the existing
derogation applied to low sulphur heavy fuel oil by Luxembourg and Belgium in
its present form. All derogations given in this area to other Member States are
limited in that they must respect the Common Community minimum rates. The
same provision should be made.in respect of Luxembourg and Belgium as ihey

- have now had four years to adapt to the Internal Market. The Commission

concludes that the derogation should be extended on the condition that the
common minimumn .rates are respected and until such'time as agreement is

" reached on a common Community framework for the taxation of energy

products, including arrangements for taxation of low sulphur heavy fuel oil and
competing products or at the latest until 31 December 1998, -

Reduction in the rate of duty on diesel fuel and heating sas-oil to encourage.the

use of more environmentally friendly fuels

5.22

Under Council Decision 92/510/EEC of 19 October 1992, Denmark and Greece are
allowed to “apply a reduction in the rare of duty on diesel 10 encourage the use of
more environment friendly fuels provided that such incentives aré linked to

- established technical characteristics including specific gravity, sulphur content,

distillation point, cetane nimber qnd index and provided that such rates at all times

“respect the minimum rates of dury on mineral oils as provided for in Community



25 -

”

law". From information available to the Commission the provision is not applied in .
Greece. In Denmark however three classifications exist; Normal Diesel, L'i'gh_t Diesel
and Ultra Light Diesel.. Normal diesel is taxed at the highest rate.  Ultra light diesel
is taxed as light diesel, except when used in local passenger tr ansport vehicles where
the tax is reimbursed under the xelevant der oganon

'5.23 Inthe Accession Treaty, Finland obtained a derogation to apply " reduced excise duty
‘rates on-diesel fuel and gas oil”. The rate applied may at no time be below the
minimum rates laid down in Council Directive 92/82/EEC. Via the same Accession
Treaty, Sweden obtained a derogation allowing it to apply “reduced tax rates for
diesel and light heating oil in accordance with environmental classifications”. It is
worth noting that none of these derogations are explicitly limited in time. For diesel
and heating gas oil, Finland applies a normal rate and a lower “ecological” rate.
Sweden operates three environmental classifications on diesel, class 3 being the most
expensive (ECU 329 per 1000 litres) and class 1, the cheapest +/- ECU 50 below the
rate applied to class 3. For heating gas oil Sweden only applies one rate:

Conclusions y

5.24 The Commission- concludes that the derogation given to Greece allowing it to
apply lower rates on environmentally cleaner diesel, be abolished since it is not
used. The identical Danish derogation should be limited in time, as should the .
Swedish and Finnish derogations concerning diesel and light heating fuel. The .
Commission concludes that the derogations should be extended, on the condition
that the common minimum rates are respected, until 31 December 1998 or such
earlier time ‘as agreement is reached on a common Community framework for-
the taxation of energy products. This will include arrangements, for taxation of
"diesel and heating ‘oil accor dmo to- envuonmental dassxhcatlon and competmg '
products C '

Taxation of gasoline according to environmental classification

5.25 Environmental factors have alréady"been taken into. account within the existing
mineral oil tax framework.: For example there is different treatment of leaded and
unleaded petrol where there is an ECU 50 per 1000 litres differential between the
minimurm rates for these products. Furthermore, Member States are obliged, under
Article 4. of the rates Directive (92/82/EEC), to apply a lower rate of duty to
unleaded petrol than to leaded petrol. At the time the Directive was adopted,
Member States agreed to be guided by the ObjeCthC of maintaining a_differential in

~ favour of unleaded petrol of ECU 50 per 1000 litres, though this differential is not
‘legally binding on the Member States There are.also parallel measures such as the
requirement for all new cars to be fitted with catalytic converters. The tax
differential on leaded and unleaded petrol has.been used as an example of the use of
fiscal mstruments in transport and envuonmenml policy.
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" 5.26 'As previously mentioned, Member States must apply a tax -differen:tiAaIVﬂ- between

‘leaded and unleaded petrol: As a result of this policy and the increasing use of
catalyst equipped cars, all Member States have experienced a substantlal reduction in

_ the use of leaded petrol.and a increased use of unleaded grades.. Such developments

527

have effects on revenue yleld as well as the environment.

~

R'ecent experience-within Me’mber States has indicated that,new unleaded gasoline

~ products have been introduced into the market. Some Member States feel that the tax

o - should reflect the quality of the product, whether. that be based on the presence or

5.28

absence of lead or on different environmental criteria.. "Lead Replacement Gasoline"

~and similar fuels aie examples of new products developed for use in older cars not
~ fitted with catalytic converters and which would normally use leaded petrol..

To -reflect differing environmental categories and to. protect their revenues, four

Member States currently have the power to apply differential rates on petrol.

"‘Council Decision 96/273/EEC of 22 April 1996, allows Sweden and the United

Kingdom to “apply differential rates of tax»on unleaded p()rrol ro reflect different
environmental categories provided thar such rares at all times respect the minimum
rates of duty on mineral oils as provided for in ‘Communiry law". Ireland has now

" been granted a similar facility under Council Decision 96/418/EC dated 27 ‘June

1996. Finland in its Accession treaty was allowed to “apply reduced excise duty
rates on reformulated unleaded and leaded perrol”. - Finland must also respect the
minimum rates. Furthermore, ail of them, are obliged, under Article 4 of the Rates
Dlrectwe (92/82/EEC), to apply a lower rate of duty to unleaded petrol than to

. leaded petrol. All the delogatlons are limited to 31 Decembex 1996.

5.9

Sweden applies two rates on unleaded petrol according to its’ environmental
- classification.” The difference between the two classes i§ ECU +/-7 per 1000 litres -
“(ECU 456 compared to ECU 462). The United Kingdom applies a reduced rate on -

95 octane unleaded petrol, while higher octane unleaded gasoline including Lead

Replacement Gasoline is liable at an intermediate rate between the leaded and

unleaded ratés Finland applies a hoﬂml rate and an "ecological” rate on both leaded

and unleaded gasoline. On leaded petrol the tax differential is ECU 8 per 1000 litres |

(ECU 532 compared to ECU 524) and on unleaded petrol the dlffelentlal is also 8

~. per 1000 litres (ECU 457 compared to ECU 449).

5.30

Ata Commumty level no exphcxt definition of envuonmental categories has yet been
agreed although the Commission has recently put forward a draft Directive laying
down technical specifications on health and environmental grounds for fuels to be
used in.petrol and diesel vehicles. These could be used by Member States as the

~ basis for differential leveis of taxation to encourage, by fiscal means, the marketing

of cleaner- fuels. Until these are implemented, there is. a risk of distortion of

competition and fragmentation of the Internal Market.
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‘Conclusions

.The Conimission concludes that the ,derogatio:is giveh to the United Kingdom’

-Sweden and Ireland concerning differentials on unleaded petrol should be

extended. The Finnish derogation concerning leaded and unleaded” petrol
should be limited in time. The: derogations may apply until such time as -
agreement is reached on a common Community framework for the taxation of

| -energy products, including arrangements for taxation of gasoline- -according to
< its envnronmental classnﬁcatlon and competmg pr oducts or at the latest until 31
. December 1998. : :

5.32

5.33

Other types of enwronmental taxes on fuel

Under Councnl Decnslon 95/585/EEC of 22 December 1995 Denmark may untll'
31 December 1996; “apply differential rates of excise dury 10 petrol distributed Jrom
petrol stations equipped with a return system for petrol fumes and petrol distributed
Jrom other petrol stations, provided that such rates ar all times respect the minimum
rates of excise duty on mineral oils as provided for under Community law". To
tackle the same problem other Member States have used other measures, such as for
example, setting standards on station equipment instead of using a tax incentive. The
purpose behind the Danish request is to- provide an incentive for owners of petrol
stations to install return systems for petrol fumes. The initiative is a part of a whole
strategy” to llmlt the exhqust of volatile ongamc compounds (VOCs) to the

atmosphere

Q_g_n_cl_ﬁigu

The Cominission concludes that the derogation given to Denmark concerning
fuel delivered from certain filling stations should continue until such time as
agreement is reached on a common -Community framework for the taxation of
energy products, including arrangements for taxation of gasoliné according to .

-its environmental classification and competmg products or at the latest. until
. 31 December 1998. .
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REVIEW OF TIHE DEROGATIONS EXISTING IN THE REGIONAL POLICY SECTOR

The existing situation -

Three- Member States have abplied for and been granted regional derogations.

Council Decision 92/510/EEC allowed France to exempt mineral oils consumed on
the island of Corsica from excise duty until 31 December 1994, When the
derogation expired, the French administration put forward a new request to prolong
the derogation until 31 December 1996. Since neither the Commission nor any other
Member State requested that the matter be discussed at Council level within the
obligatory -two month period, the derogation was prolonged tacitly until the end of
1996. In practice France reimburses 6.63 FF./hl (Normal rate on unleaded petrol =
357,23 FF./hl) when gasoline is put to consumption on the island of Corsica or the

gasoline is delivered on Corsica to private pleasure craft..

Council decision 92/510/EEC allows Italy to exempt mineral oils consumed in the
regions of Val d'Aosta and Gorzia from excise duty. In practice the Italian
administration limits the exemption by imposing an annual quota. The same decision
also allowed -Ttaly to exempt mineral oils consumed in the regions of Udine and
Trieste from excise duty until 31 December 1994. This is also limited by an annual

‘quota. When the derogation expired, the Italian administration put forward a new

request to extend the derogation until 31. December 1998. Since neither the -
Commission nor any other Member State requested that the matter be discussed at
Council level within the obligatory two month period the derogation was extended

‘tacitly until the end of 1998.

. Recently the Italian administration has identified a threat to their mineral oils revenue

from the importation of low taxed fuel from Slovenia. To reduce the problem the
Italian -‘authorities submitted a request for a derogation allowing them to apply
reductions in the rate of duty on gasoline delivered in the Region of Friuli-Venezia
Giulia. The derogation was granted until 31 December 1996 in Council decision
96/273/EEC of 22 April 1996.

Council decision 95/585/EC allows Portugal to apply reductions in the rate of excise

duty on fuel oil consumed in the autonomous region of Madeira until 31 December
1996. This reduction may not be greater than the additional costs incurred in
transporting the fuel to that region. . '
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Competition aspects

As already mentioned, asa general principle an exemption from -excise duty for
certain undertakings, products or the production of certain goods in a Membér State
constitutes a state aid within the meaning of Article 92(1) of the treaty, provided that -
it is capable of dlstortmg competition and affecting trade between Member States

" Article 92 stipulates that state aid is incompatible- with the common market and thus

prohibited, unless it may be approved by the Commission pursuant to one of the ,
exemption clauses in Article 92(2) or (3). In Article 92 one of the most important

'exemption clauses is regional aid.

The existing derogations do not 1equue that the Membe1 States’ involved respect the

community minimum rates. Although, some of the regions dealt with here are

eligible for receipt of support from structural funds, there seems to be little evidence -
that the economy would suffer significantly if the regions in question were allowed to

apply reduced rates that respecteq the -Community minimum rates. “From an Internal

Market viewpoint and considering that the derogatioxis have existed.for some years, it

seems reasonable that they should be amended to 1equne Commumty minimum rates

to be observed

Conclusion:

The Commission concludes that these derogations should be extended or limited
in time to 31 December 1998 provided they respect the Community minimum
rates. The Commission will then review the existing regional derogations and
submit proposals to the-Council concerning-their future by 31 December 1998.

N
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7.2°
_ the use of fuel in respect of desalination plants. (Council Decision 92/510/EEC of 19

1.3

7.4

7.5
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DEROGATIONS GRANTED FOR OTHER POLICY REASONS

The ex'isting siluation

There are a number of other Alerogations mvolvmg a var nety of policy reasons many

‘of which have social origins. . o .

Greece and the Netherlands have deroganons allowmg them to exempt from taxation -

October 1992). In practice both Member States apply total exemptions. At present
no distortion of the functiohing of the Internal Market, deri iving from the appllcatlon
of these derogations has been |dent|ﬁed

Greece has a derogation allowing them: to exempt fuel used in vehicles belonging:to
the President, the National Police Force and the Metropolitan Bishop from excise
duty. Within. certain quantitative restrictions taxis in France are allowed tax-free
fuel. Ambulances in Italy only have to pay a reduced .excise duty on fuel. The
armed forces in Greece, Italy and the Netherlands are exempt from excise duty.
Lighthouses in Ireland and the United Kingdom are exempt from tax on fuel. Fuel in
motor vehicles used by the disabled in Ireland is exempt (in practice within an annual

-quota). Fuel used in pumps to drain flooded land in. Belglum Italy" and the

Netherlands is exempt.

Council dec1s1on 92/510/EEC allows France in the framework of certain pohc1es
aimed at assisting areas suffering from dcpopulauon to exempt mineral oil products
from excise duty. In practice France reimburses the excise duty on motor fuels used
for commercial purposes by companies registered in a commune with less than 3000
inhabitants and where part of the turnover comes from retail business. The annual
consumption per enterprise must be within an annual ceiling of 1500 litres.

It seems difficult to justify some- of these derogations on pure economic grounds.
Most could be more efficiently replaced by other means of support which would be

. more transparent and simpler to administer. Areas such as Government vehicles,

ambulances, -national forces and lighthouses appear to fall within this category. It
could, also, be argued that the principle should be that Governments are only entitled

- to the same exemptions as other sectors. Moreover, although in most areas any

budgetary impact will be minimal, as the Government both pays and receives the
revenue, there is, nevertheless a risk, that derogations lead to an inefficient use of
resources because they send the wrong price- sxonals to those agencres that consume

" the fuels.
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Fani

Conclusions

The - Commission concludes that the derogation allowing Greece and the
Netherlands to exempt ‘the use of fuel in desalination plants from taxation
should be limited until 31 December 1998. The Commission will monitor- the
competltlve aspects of the der ogations and will submit pr oposals to the Council
concernmg the futune of these der ogatlons by the end of 1998

The Commlssnon concludes that the lemammg del ogatlons in tlus area should be .
abolished. - -~ -~ S ' o

’
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REVIEW OF THE FUNCTIONING OF THE ARTICLE 8(4) PROCEDURE
/

The existing situation.i

In the vast majority of cases the Council has given its explicit decision on the

-‘/re'quests put forward by various Member States. However, in accordance with

Article 8(4) of Directive 92/81/EEC the Council is deemed to have authorised the

- exemptions or reductions proposed-if within two months of the other Member States
. being informed neither the Commission nor any Member State has requested that the
* matter be considered by the Council. Since no Member State nor the Commission

' 'requested that the matter be raised “within the two month period the followmg

requests are consndered to have been adopted from the followmg dates:

1. For reducuons in or exemptlons from excise duty for waste oils which are re-
used as fuel, either directly after recovery or following ‘a recyclmg process for
waste 01ls and where the re-use is subJect to duty:

- _‘m Ireland from 16 November 1993;
- _in the United Kingdom of Gleat Britain and Noxthem Ireland from 25 Aprxl
- 1994; :
- in the French: Repubhc from 8 Jurie 1994 ,
- -inthe Federal Republic of Germany from 8 June 1994
- in the Portuguese Republic from 8 June 1994;
- inthe Kingdom of Spain from 15 August 1994,

2. For mineral 01ls consumed in the regions of Udine and Tr leste in the Italian‘
Republic flom 1 January 1995 f01 a period of 4 years. :

3.. For reductions in excise duty rates on petrol consumed on the island of Corsica
in the French Republic from 23 February 1995 until 31 December 1996.

+ Concerns

These tacit or implicit decisions create serious legal problems.  In particular there

‘may .be a lack of discussion and justification and it is impossible to publish an
_ unwritten act. One way of avoiding this would be to require a proper and explicit

decision of the Council on a proposal of the Commission before any exemption or
reduction of excise duties is granted. This would, ‘however, mean that the Council

- would have to consider a considerable number of mdwndual requests. This leads to
. consideration of how the . decmon making process could be improved without-
" . ‘damaging the principle of transparency. One possibility is to grant the Commission,
assisted by the Member States in the form of the Cornittee established under Article
24 of Council Directive 92/12/EEC, (and ‘which takes decisions on. the basis of
: majorlty voting as laid down in Article 143(2) of the Tleaty) the power to approve

requests for a stnctly limited pex iod.
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8.4

3'3.

_The: Councnl could then be" asked per lodimlly fo- dec1de whether ‘'such authortsatlon“ .

should be aboltshed modiﬁed or extended in tlme
To. ald the Commlssmn and Member States 10 evaluate det ogatlons moreover o
Member States should always-assess as accurately as possnble in the nottﬁcation sent

to the Commissmn the expected impact of the measures they lntend to apply

M

‘The Commtssnon recogmses the need for Membei States to contmue to have. thev
-ability, for very specific policy consndetations, to obtain derogatlons from the
_ ‘general excise regime. Such derogations in the form of exemptions or reductions

in the rates of excise duty should only be considered, however; when Member
States “have provided the Commission- with sufficient background material
including an evaluation of the consequences of such exemptions or reductions.
The Commission wnll then examine the iequests in the light of the. functlonmg of -

< the Internal Mat ket fau competition and envuonmental pr otection pollcnes

8.5

8.6

Future derogations sh_ould “always be limited in time and spbje'ct to‘r’egu_lér

* review. To ensure that the system can. operate smoothly, individual requests .

received from Member States should be dealt with-according to the procedure as

. outlined i in Article 24 of Council Directive 92/12/EEC of 25 February 1992. The =
Council should then review eveiy three years, all derogations which have been
granted on ‘the basis of a- report by the Comniission and shall unanimously

determine on: a- proposal from the COllll“lSSlOll aftei consultation of the
European Parliament, whether any or all of tliem slmll be abohshed, modlf'ed

~or-extended for afunthei pei iod. -~ ~ .- v

The Commnssnon wnll make ploposals to amend Altlcle 8 of Dnective 92/81/EEC:Y-

. to enable this new approach to operate. The proposals will be put forward as an -

- integrated part of the new ‘general approach to the taxatlon of energy products
- before the end of 1996 -






35

DECISION.

DECISION

| _ A "NO DECISION .
- REQUEST " PROPOSAL " || TAKEN AT " TAKEN AT
: . C . COUNCIL .- 'COUNCIL
= exemption from excise duty 'for LPG " "~ ACT OF
used ‘as motor. fuel - in local public * “ACCESSION
“transport vehicles ) a ‘ * JOC241du
E 29/8/94

= exemption from excise duty on waste oils {i

which are re-used as fuel, either directly

- after recovery, or following a recycling
- process; and the re-use -of which is

subject to duty, until 31/12/96.

. Article 1.4 of

Council Decision

'95/585/EC of 22 {l-
. December 1995

= exemption from excise duty for natural ||

gas ;ind methane, until 31/12/96

Article 1.2 of -

Council Decision

96/273/EC of 22 .
April 1996
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REQUEST

DECISION
PROPOSAL

NO DECISION
TAKEN AT
COUNCIL

'DECISION
TAKEN AT
COUNCIL

©For local
vehicles,

‘= for LPG, natural gas and methane,

© in respect of motors used for the drama;,e
of flooded land, :

© in respect of air navigation other than- that
‘covered by Artlcle 8(1) of Dlre(;twe
"92/81/EEC, © . \

= for navigation in private ple‘mure craft

public passenger transport

Counbil Decision
of 19/10/1992
(92/510/EEC)

= until'31 December. 1994 reduction ‘in the
rate - of duty on heavy fuel oil ‘to
' encourage the ~  use of more
. environmentally friendly fuels provided
_that. such an incentive is speumally
~ hnked to sulphur contenl’ and provnded
that the weighted average rate of duty
‘charged on heavy ftuel oil respects the
minimum rate of duty on heavy fuel oils
as provided for in Community law: in ho
-‘case can the reduced rate fall below ECU
6,5 per tonne. o

= Extensnon- of the above mentioned
Decision until entry into force of the

" heavy fuel oil and competing products (at

Community arrangements for low-sulphur j}

Council Decision

. ot .13/12/1993

(93/697/EEC)

Council‘ Decision
of 22/12/95
(95/585/EC)

the latest 31.12.96) ) i
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.

REQUEST

DECISION

- PROPOSAL

- NO DECISION
- TAKEN AT
COUNCIL '’

. DECISION

* TAKEN AT
COUNCIL -

|| = for  partial -reilﬁbursement to the
Véommercial sector, provided that such

" of the tax paid and-not reimbursed at all

~“or monitoring charge on . mineral oils as

provided for in Community law,

= for local public . passenger
vehxcles,' Do o

':9‘ for a rcductxon in the rate of duty on

tr'anspb_rf

environment friendly flels provided that
such incentives are ‘linked to. ‘established
technical characteristics including specitic
gravity, sulphur content,  distillation
point, cetane number - and. ‘index. and

"provxded that such rates at all times
respect the minimum rates of duty.on
mineral  oils  ds’ prov1d¢d . for n
Community law,

= In respect of air navigation other thun that
“covered by Artlcle -8(1)(b) of Dlrcuxvc
92/81/EEC )

_taxes. are in conformity with Commumty '
provisions and provided that the ‘amount

diesel "to encourage the use. of more:

times respects the minimum rates.of duty.{| . .

Council VDe;cision
~-of 19/10/92
(92/510/EEC)

= Application of differential rates of: excise
duty between petrol - distributed from
-petrol stations eqlupped with a return
‘system for petrol ~ fumes  and

- provided that such rates at all times
respect the minimum rates of excise duty

petrol-
distributed from other petrol stations, .

..on mineral oils as provided - for under|

" Article 1.2 0f

Council Decision’
95/585/EC of 22
Dec_:gmber 1995.

Community law, until 31/12/96.
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‘re-use of which is subject to duty.

; DECISION NO DECISION DECISION
REQUEST PROPOSAL "TAKEN AT TAKEN AT
- : ' ' COUNCIL . COUNCIL
= for the use of waste hydrocarbon gases as N _ o
heating fuel, Council Decision
= on samples ‘of mineral .oils intended for of 19/10/1992
analysis, tests on productlon or for other L © (92/510/EEC)
scientific purposes, , -
':> An exemptxon from excise duty for wastc -
oils which are re—used as fuel, . COM (94) 493 of "Tacit
. directly after recovery -or following a COE7A1/94 Agreement"”
recycling process for waste oils, and the (08/06/1994)
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DECISION

T - . DECISION- NO DECISION
REQUEST PROPOSAL TAKEN AT TAKEN AT ||

! ) - - COUNCIL COUNCIL . ©
‘= for LPG, used as. motor fuel 'in- local " || Council Decision’

‘public transport vehxcles, of 19/10/1992

" (92/510/EEC).

S An exemption from excise duty for-waste || .~~~ _ . L

~ oils which are re- used as fuel,” either || COM (94) 493 of ~"Tacit.

directly after "recovery or following a 17/11/94 - Agieement”

recycling process-for waste oils, and the S - (15/08/1994)

re-use of which is subject

to duty.

N
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DECISION

R "NO DECISION || * DECISION
REQUEST - , PROPOSAL TAKEN AT TAKEN AT
’ COUNCIL COUNCIL

© for use by the armed forces of the State, /-

= for local public transport vehicles, ‘
= in respect of desalination plants, - o

'=:> for a reduction in the rate of duty on

" diesel to encourage the use of more
environmentally friendly fuéls provided

that such incentives are linked to
established technical characteristics
including  specific  gravity, sulphur

content, distillation point, certain number

and index and provided that such rates at
all times respect the minimum rates of
duty on mineral- oils.as provnded for in
Commumty law, )

= for nawganon in pnv‘tte pleasure Lratt not
registered in Greece, -

= for LPG and methane used for mdustudl
purposes, . . |

Council Decfsion .
of 19/10/1992
" (92/510/EEC)

.= Exemption from the excise duty o

mineral oils for fuels intended to be used
to power the official vehicles of the
Ministry of ‘the Presidency, the national

Couﬁcil Decision
of 13/12/93~
(93/697/EEC) -

police force and the metropolitan blshops
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DECISION

‘NO DEC]SION‘,

DECISION -

" " REQUEST - -PROPOSAL TAKEN AT .||’ TAKEN AT
R 3 L COUNCIL COUNCIL
= for fuel used in taxis within the limits of ' ) : .
an annual quota, Council Decision .
= in respect of air navigation. other than that -of 19/10/1992 -
covered by Article 8(1)(b) of Dxrcctxve " (92/510/EEC)
92/81/EEC, .~ P
© for consumption on the island of COI‘SlCdA
until 31 December 1994,
© in the framework of certam pollcles :umed
‘at - “assisting  regions buttermw from ( l
depopulation : .
© An exemption from excise duty for-waste- S S
" oils” which are re-used -as fuel, either || COM'(94) 493 of “Ticit
‘directly after Tecovery or following 4 17711/94 Agreement”
recycling procéss for waste oils, and the T (08/06/1994) -
re-use of which is subject to duty o ’ ‘
Extension of Decision 92/510/EEC : tox . COM (95) 46 of ||~ - - "Tacit P
Corswa, until 31/17/96 27102195 .|  Agreement”

(23/02/1995)

1| ® Request for an ex:_:mption' for: certain

biofuels produced from 4 limited‘ range of
raw materials grown only- on set dsldc‘

land! dated 23.03.95.

COM (95) 248 of

9/06/95

= Request for an exémption on LPG and
_-natural gas when used- as fuel in public
transport. The exemption will be given
thhm the limits of an annual quota. The
* measure is part of a programme to reduce

COM (96)

- pollution, limited to 31 December 1998.2

1 Comnussxon Commumcanon to the Council.

The rcqucsl causes subsmnlml problems.

The

Commission requests the matter be brou;,hl bcforc Councnl in acco:dmce with Article 8(4) of .

. Directive 92/81/EEC.

!

FR The requcsl was. 1eg,lslcxcd in the Sccm.nml Gcncml on l/(H/‘)()

~
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REQUEST

DECISION
PROPOSAL

NODECISION
TAKEN AT

DECISION
TAKEN AT

COUNCIL .

COUNCIL

= Exeinption from excise duty on waste oils

which are re-used as fuel, either directly
after recovery, or following a recycling

Article 1.6 of
Council Decision

and LPG for all purposes;

. exemption from excise duty for mineral

- oils used for private pleasure cratt. "

process for waste oils and the re-use of 95/585/EC of
which is subject to duty, until 31/12/96. - 22/12/95
> reduced rates for diesel and low
sulphur gasoil. =~ , 1
= reduced rates on reformulated un- ACT OF
- leaded and leaded petrol. o . ACCESSION
= exemption from excise duty for methane (JO C 241 of
29.8.94)
=
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Tt , . $ s . e
- DECISION " || 'NO DECISION' ||- ' DECISION,
REQUEST - "PROPOSAL ' -|| -TAKEN AT “TAKEN AT
. - _ -COUNCIL’ " COUNCIL
© in local public passénger  transport i '
vehicles,

=in respect of air navigation other than that
covered by Amcle 8(1)(b) of Dxrmtxve
92/81/EEC,

C:’m respect of motors used tor the dr‘undsc
of flooded land,

© the use of wasté hydxocarbon gases as

fuel,

© in respect of ambulcmces,

© for. consumption in the regions of Val
d'Aosta and Gorizia,

= for consumption in the regions of Udine
and Trieste until 31 December 1994,

© for methane used as tuel in
-“vehicles,

= in respect of the ndtional armed forces

motor

Council Decision
-0f 19/10/1992
"(92/510/EEC)

= Until 31 December 1994, exemption_from
excise duty on mineral oils used as fuel in

Council Decision
of 13/12/1993
(93/697/EEC)

the production of alumina in Sardinia
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ITALY (cont'd)
. DECISION NO DECISION DECIS'ON
REQUEST . PROPOSAL TAKEN AT TAKEN AT
' COUNCIL COUNCIL

© Extension on reduction or exemption;from
excise duty for mineral oils consumed in
-the regions of Udine and Trieste

COM (94) 493 of
17/11/94

Tacit exténsion
until 31/12/98

‘© Exemption in the excise duty on fuel oil,
for the production of steam, and for gas
oil, -used in ovens ‘
‘activating' molecular sieves in Reggio

| Calabria, until 31 December 1996.

for drying andl}

Article 1.3 of

Council Decision
95/585/EC of _
- 22/12/95

= Reductien of excise duty rates for petrol
consumed on the territory of Friuli-
Venezia Giulia, until 31 December 1996

Article 1.1 of
Council Decision
96/273/EC of
22/04/96

-C>Extension on the exemption from excise
duty on mineral oils used as fuel ijn the
production of alumina in Sardinia, until
31 December 1996. \

Article 1.1 of
~Co~uncil Decision
96/273/EC of
22/04/96
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REQUEST

DECISION
PRQ_POSAL

NO DECISION
TAKEN AT . .

COUNCIL-

DECISION
. TAKEN AT ..

~_COUNCIL -

© in local public transport vehicles

= in motor vehicles used by the disabled,

© in the operation of lighthc’mses )

© the production of alumma in the Shannon
region,

= for LPG, natural gas and methane used as
motor fuel

= in respect of air navigation other than that
covered by Artlcle 8(1)(b) of Directive
92/81/EEC

= for navigation in private pleasure craft,

‘Co_uncil Decision
of 19/10/1992
(92/510/EEC)

= Exemption from excise duty on waste oils
which are re-used as fuel, either directly
after recovery, or following ‘a recycling
‘process for waste oils, and the re-use of

. which is subject to duty.

COM (94) 493 of

17/11/94

"Tacit
. Agreement”
(16/11/1993)

© Differential rates of tax - on'. unleaded
petrol to reflect different environmental
categories provided that such rates at all
times respect the minimum- rates of duty
on mineral oils as provided for in
Community law, until 31 December, 1996.

COM (96) 156 of

15 April 1996

Council decision
of 27.6.1996
(96/418/EC)
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REQUEST :

DECISION
PROPOSAL .

- NO DECISION
TAKEN AT
COUNCIL

~ DECISION |
TAKEN AT
_COUNCIL

om—

. Ejg local [.Jmic transport vehicles.
© for LPG, natural gas and methane -

B

Council_Decision
of 19/10/92 -
{92/510/EEC)

© Until 31 December 1994, redction in the
rate of duty on heavy fuel oil to
encourage the use of mo:t'e
environmentally friendly fuels provided
that such ‘an incentive is specifically
- linked to sulphur content and provided
that the weighted average rate of duty
charged on heavy fuel oil respects the
minimum rate of duty on heavy fuel oils
as provided for in Community law; in no
case can the reduced rate fall below ECU
- 6,5 per tonne <

Council Decision
- of 13/12/93
(93/697/EEC)

© Extension of the above-mentioned
decision until entry into force of the
- Community arrangements for low-sulphur

the latest 31.12.96) .

heavy fuel oil and competing products (at [}

Article 1.1 of
Council Decision
of 22/12/95
(95/585/EC)

N
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" DECISION || NO DECISION || 'DECISION |
REQUEST PROPOSAL TAKEN AT || . TAKEN AT

COUNCIL - .

© in respect of desalination plants,

= for LPG, natural gas and methane,

= in respect of the national armed forces,

© on samples of mineral oils intended for

analysis, tests on production or for other

_scientific purposes, :

= in respect of motors used for the drainage
~ of flooded land. "

."COUNCIL .~

Couhcil Decision
" of 19/10/92
» "(92/510/EEC)

E.
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i - DECISION NO DECISION DECISION
REQUEST PROPOSAL - TAKEN AT TAKEN AT
- COUNCIL- COUNCIL _ |
© in respect of air navigation other than that Council Decision
covered by Article 8(1)(b) of Directive of 19/10/92
92/81/EEC : (92/510/EEC)
© exemption from excise duty on LPG, Council Decision
natural gas and methane when used as fueél of 13/12/93.
for local public transport (93/697/EC)
= An exemption from excise duty for waste
oils which are re-used as fuel, cither
directly after- recovery or following a|| COM (©4) 493 of “Tacit

recycling process for waste oils, and th;e
re-use of which is subject to duty. L

17/11/94

Agreement”.

= Reduction in excise duty on fuel oil
consumed in the autonomous region of
Madeira. 3,

Article 1.5 of ~

Council Decision
95/585/EC of -
22/12/95

3
: to that region.

PT: This reduction may not be grc.ucr th i the additional costs incurred in transporting the fuel oil
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DECISION NO DECISION " DECISION .
REQUEST - -PROPOSAL TAKEN AT TAKEN AT
. ' COUNCIL . || - COUNCIL
©for local public passenger transport vehicles, '
= for navigation in private pleasure craft, ‘ ,
= for LPG, natural gas and methane used as motor Council Decision
fuel, ' ) : "~ of 19/10/92
| = in respect of air navigation other than  that - (92/510/EEC)
covered by Article 8(1)(b) of Directive ’
92/81/EEC, - ) o 1
- in the operation of lighthouses. '
© An exemption from excise duty for waste oils ‘
which are re-used as fuel, either directly after || COM (94) 493 du - "Tacit
recovery or following a recycling process for 17/11/94 Agreement”
waste oils, and the re-use of which is subject-to ’ (25/04/1994) -

duty. L

© Differential rates of tax on unleaded petrol to
reflect  different - environmental  categories
provided that such ratés at all times respect the
minimum rates of duty on . mineral . oils as
provided for in Community law. ’

Counctl Decision
~ of 22/04/96
(96/273/EC)
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I

—— e ee—

duty on rmineral oils used for 1ndusmdl
purposes both by using d lower rate than
the ‘general level and by using a reduced

- rate for enterprises with _very | high
consumption of energy. The . rates
charged will not be less than the minjinmm
‘rates set in Directive 92/82/EEC.
Limited untii 31 December 1996.

that Sweden can apply the reduced excise §§

: ’ -DECISION NO DECISION DECISION “
REQUEST - PROPOSAL TAKEN AT TAKEN AT
_ COUNCIL COUNCIL
© reduced excise duty rate for mineral oils
used for industrial purposes, = |
© exemption from excise duty | for . AC’r OF -
biologically produced methane and bther " ACCESSION.
waste gases. JocC241du |
© reduced tax rates for diesel and, Iwht 29.8.94)
heating oil in  accordance ' with S
environmental classifications. ‘
©Exemption from excise duty on aviation
_gasoline used for private pleasure ﬂymg,
until 31 December 1996 .
= Differential rates of tax on unleaded petrol Council Decision
to reflect different  environmental of 22/04/96-
categories provided that such rates at all (96/273/EC)
times respect the minimum rates of duty :
on. mineral- oils as-.provided. . for in
Community law, until 31 December 1996.
S Request to apply. a reduced excise duty rate
for mineral oils' used for industrial {|
purposes, beyond what has already been |}
authorised in the Treaty of Acces%ion.,‘" :
The exemption should ‘be formulated so COM (96) -

4 SE: Request registercd in the Seql'c1:11'izzl General on 28/03/90
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'DEROGATIONS PROVIDED FOR IN ARTICLE 8 PARAGRAPHS 1,b) AND 2.b)
AND IN ARTICLE 8 PARAGRAPH 4 OF COUNCIL DIRECTIVE 92/81/EEC .
OF 19 OCTOBER 1992 ON THE HARMONISATION OF.THE STRUCTURES
' "OF EXCISE DUTIES ON MINERAL OILS '
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I - CATEGORY: TRANSPORT

53

Exempt

Exemption for navigation on the River
Danube and on Lake Constance

Exemption limited to jet fuel (Kerosene)

than  that . covered - by Article  8.1.h)

1 a) a) Exemption limited to gas oil and kerosene
b) Exemption in respect of air navigation other | b) Exemption for. navigatioﬁ in private pleasure
than that covered by Article 8.1. b) (Article - craft (Article 1.1.-of Council Decision
1.1 of Council Decision 95/510/EEC of .19 92/510/EEC of 19 October 1992)
_October 1992) - ‘
a) . Exemption for code CN 2710 0031 and for | a) Exempt.
kerosene falling within codes CN 2710 0037 |~
and 2710 0051 ‘
a) Exemption limited to jet fuel (Kerosene) w) . Recovery of excise duty
b) Exemption in respect of air navigation other '
than that covered by Article 8.1.b) (Article
1.3 of Council Decision 97/310/EEC of 19
October 1992)
a) Exempt u) No exemptions
| b) Exemption for navigation in private pleasure
' crafts not registered in Greece (Article 1.4 of
Council Decision 92/5 IOIEEC of 19 October
©1992)
a) Exempt a)  Exempt
a) Exempt -a)  Exemption
Reduction in respect of air ﬂdVl\'dt'Oll other b) Reduction for pnvate pleasure craft

‘(Accession Act)

(Accession Act).




I - CATEGORY: TRANSPORT (cont'd) - |

b)

Exemphon lm'uted to Jet fuel (Kerosene)
Exemption in respect of air navigation other

than that covered by Article 8.1.b) (Article’
1.3 of Council Decision 9'7/510/EEC of 19

Reduction limited to gas oil used by barges

QOctober 1992) :

b)

Exemption in respect of air navigation other
than that covered by Article 8.1.b) (Article
1.11 of Council Decision 97/5]0/EEC of 19
October 1992)

a) Exempt : a) Exempt

.b) Exemption in respect of air navigation other
than that covered by Article 8.1.b) (Article
1.8 of Council Decision 97/510/EEC of 19
October 1992) '

a) Exemption limited to jet fuel (Kerosene) a) Exempt

b) Exemption in respect of aflr navigation other | b) Reduction for navigation in private pleasure
-than that covered by Artit:le 8.1.b) (Article craft (Article 1.7 of Council Decision-
1.6 of Council Decision 97/510/EEC of 19 92/510/EEC of 19 October 1992)
October 1992) . ; '

a) - Exemption limited to jet fuel (Kerosene) a)  Exemption limited to gas oil and kerosene

a) Exempt ‘ a) Exempt, except for light oils, where a

; marker has not been added
a) Exempt (codes NC 27100026 and 2710005) a) No exemption




1 - CATEGORY: TRANSPORT (cont'd) :

35

TRANSPORT:

Dero anons Article 8 4

' b) Derogatwns Amcle

Exemption limited to jet fuel (Kerosene)
"AVGAS" charged at half rate

Exemption in respect of air navigatioa other
than that covered by ‘Article 8.1.b) (Article

1.12 of Council Decision 97/510/EEC of 19

October 1992)

a) No exemption

b)  For navigation in private pleasure craft
(Article . 1.12. of Céunéil Decision
92/510/EEC of 19 October 1992).

'b)

a).

Exempt ’
Excise exemption for petrol used in private
pleasure flying ' (Article 1.3 of Council

Decision 96/273/EC 0§ 22.4.1996) . -

‘|| @) Exempt

Ry
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'

II - CATEGORY: INDUSTRIAL AND COMMERCIAL SECTOR

Exemption on samples of mineral oils intended for analysis
(Article 1.2 of Council Decision 92/510/EEC of 19 October 1992).

Partial reimbursement to the commercial sector, provided that such taxes are in conformity with

Community provisions and provided that the amount of the tax paid and not reimbursed at all

times respects the rmmmum rates of duty or mionitoring charge on nuneral oils as provided for
. in Community law

- (Article 1.3.of Council Deéision 92/510/EEC of 19 October 1992).

Exemption on mineral oils used as fuel in the production of alumina in Sardinia

.(Article 1.3 of Council Decision 93/697/EEC of 13 December 1993)

(Extended until 31.12.96 by Article 1.1 of Council Decision 96/273/EC of 22.4.1996).
Reduction on fuel oil, for the production of steam, and for gas oil, used in ovens for drymg and
‘activating' molecular sievés in Reggio Calabria, unti] 31 December 1996

{Article 1.3 of Council Decision 95/585/EC of 22 December 1995).

Exemption for the production of alumina in the Shannon region
(Article 1.7 of Council Detision 92/510/EEC of 19 October 1992).

Exemption on samples of mineral oils intended for analysis
* (Article 1.10 of Council Decision 92/510/EEC of 19 October 1992).

Reduction for mineral oils used tor industrial purposes

(Accession Act)., ;

Request to apply a reduced excise duty rate for mineral 011s used for industrial purposes, beyond
that already authorised in the Treaty of Accession. The exemption should be formulated so that
Sweden can apply the reduced excise duty on mineral oils used for industrial purposes both by
using a lower rate than the: general level and by using a reduced rate for enterprises with a very
high consumption of encrgy, until 31 December 1996. The rates charged will not be less than
the minimum rates set out in Directive 92/82/EEC.
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III - CATEGORY: ENVIRONMENTAL POLICIES

a)

c)

b)

Exemption for LPG. uséd as motor fuel in local public passenger transport vehxcles -
(Accession Act). :
Exemption on waste oils which are re-uséd as fuel, either dxrectly after recovery, or followmg a
recycling process, and the re-use of which is subject to duty, until 31 December 1996

(Article 1.4 of Council Decision 95/585/EC of 22 December 1995).

Exemption from excise duty for natural gas and methane until 31/12/96

- (Article 1.2 of Council Decision 96/273/EC of 22.4.1996) .

b)

)

a)

Partial exemption for gas oil used in local public passenger transport vehicles
(Article 1.1 of Council Decision 92/510/EEC of 19 October-1992).

. For LPG, natural gas and methane

(Article 1.1 of Council Decision 92/510/EEC of 19 October 1997)

Reduction for low-sulphur heavy fuel (< =1%S) -

(Article 1.1 of Council Decision 93/697/EEC and Article 1.1 of Council Decision 95/585/EC
of 22 December 1995).

a)

b)

- Exemption on waste oils which are re-used as fuel, either directly after recovery, or followmg a

recycling process, and the re-use of which is subject to duty

(COM (94) 493 final of 17.11.1994 - Tdcir Agreement of 8.6.94)
For the use of waste hydrocarbon gases as heating fuel '
(Article 1.2 of Council Decision 92/510/EEC of 19 October 1992)."

b)

4]

a)

‘Exemption for LPG, gas and ultra-light ‘gas oil used for local public passenger transport
- vehicles : :

(Article.1.3 of Council Decision 92/510/EEC of 19 October 1992).

Reduction in the rate of duty on diesel to encourage the use of more environmentally-friendly
fuels provided that such incentives are linked to established technical characteristics including
specmc gravity, sulphur content, distillation point, certain number and index and provided that

- such rates at all times xcspu.t the minimun rates of duty on mmeral oils as provided for i in

Community law N .
(Article 1.3 of Council Decision 9’?/510/EEC of 19 October 1992). : \
Application of differential rates of excise duty between petrol distributed from petrol stations
equipped with a return system for petrol fumes and petrol distributed from other petrol stations,
provided that such rates at all times respect the minimum rates of excise duty on mineral o:ls as ||
provided for under Community law, unti} 31 December 1996 :

(Article 1.2 of Council Decision 95/585/EC of 22 December 1995).

a)\
b)

)

For local public passenger transport vehicles

(Article 1.4 of Council Decision 92/510/EEC of 19 October 1992).

Exemption for LPG and methane used for industrial purposes :

(Article 1.4 of Council Decision 92/510/EEC of 19 October 1992).- B
Reduction in the rate of duty on diesel to encourage the use of more environmentally friendly

- fuels provided that such incentives are linked to established technical characteristics including

specific gravity, sulphur content, distillation point, certain number and index and provided that
such rates at all times respect the ‘minimum rates of duty on mineral oils as provnded for in

Comumunity law T
(Article 1.4 of Council Decision 92/510/EEC of 19 O«,mher 1992).
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III - CATEGORY: ENVIRONMENTAL POLICIES (cont'd)

a) Exemption for liquid petroleum gas used as motor fuel in local public transport vehicles
* (Article 1.5 of Council Decision 92/510/EEC of 19 October 1992).

Exemption on waste oils which arere-used as fuel, either directly after recovery, or followmg a
recycling process, and the re-use of which is subject to duty
(COM (94) 493 final of 17.11.1994 - Tacit Agreement of 15.8.94).

Exemption on waste oils which are re-used as fuel, either directly after recovery, or followmg a
recycling process, and the re-use of which is subject to duty, until 31 December 1996

(Article 1.6 of Council Decision 95/585/EC of 22 December 1995).

For methane and LPG used for all purposes

(Accession Act).

Reduced rates for diesel and low sulphur gasoil

{(Accession Act).

‘Reduced rates on reformulated unleaded and leaded petrol

! (Accession Act).’

Exemption on waste oils which are re-used as fuel, either directly after recovery, or following a
recycling process, and the re-use of which is subject to duty

(COM (94) 493 final of 17.11.1994 - Tacit Agreement of 8.6.94).

Exemption for fuels used by taxis within the limits of an annual quota

{Article 1.6. of Council Decision 92/510/EEC of 19 October 1992).

Request for exemption for LPG and natural gas within the limits of an annual quota when these
are used as fuels for public transport, in the framework of reducing pollution.

Reduction for vehicles used as local public passenger transport vehicles
(Article 1.8 of Council Decision 92/510/EEC of 19 October 1992).

- For methane used as tuel i in motor vehicles

(Article 1.8 of Council Decision 92/510/EEC of 19 October 199’7)
For use of waste hydrocarbon gases as fuel
{Article 1.8 of Council Decision 92/510/EEC of 19 October 1997)

Reduction for vehicles used as local public passenger transport vehicles

(Article 1.7 of Council Decision 92/510/EEC of 19 Octoher 1992).

LPG, natural gas and methane used as motor fuel

(Article 1.7 of Council Decision 92/510/EEC of 19 October 1992).

Exemption on.waste oils which are re-used as fuel, either directly after recovery, or followmg a

- recycling process, and the re-use of which is subject to duty

(COM (94) 493 final of 17.11.1994 - Tucir Agreement of 16.11.93).
Application of differential rafes on unleaded petrol cor respondmu to different envuonmental
categories :

(Couucrl Decision 96/418/EC uj 27 6 1 996)
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III - CATEGORY: ENVIRONMENTAL POLICIES (cont'd) -

Only LPG, natural gas and methane for local public passenger transport vehicles -

* (Article 1.9 of Council Directive 92/510/EEC of 19 October.1992).

For LPG, natural gas and methane .
(Article 1.9 of Council Decision 9'7/510/EEC of 19 October 199’?)
Reduction for low-sulphur heavy fuel (< =1%S)

. (Atticle 1.1 of Council Decision 93/697/EEC-and Artu.le 1.1 of Councnl Decision 95/585/EC
. of 22 December 1995)

For LPG, natural gas and methane
(Article 1.10 of Council Decision 92/510/EEC of 19 October 1992).

Exemption for LPG, methane and natural gas for local public passenger transport vehicles
(Article 1.4 of Council Decision 93/697/EEC of 13 December 1993).

Exemption on waste oils which are re-used as fuel, either directly after recovery, or following a

recycling process, and the re-use of which is subject to duty

(COM (94) 493 final of 17.11. 1994 - Tacit Agreément of 8.6.94).

For vehicles used for local public passenger transport '

(Article 1.12 of Council Decision 92/5 10/EEC of 19 October 1997)

For LPG, natural gas and methane used as motor fuel

(Article 1.12 of Council Decision 92/510/EEC of 19 October 199'7)

Exemptxon on waste oils which are re-used.as fuel, either directly after recovery, or followmg a

" recycling process, and the re-use of which is subject to duty -

(COM (94) 493 final of 17.11.1994 - Tucit Agreenient of 25.4.94). .

Application. of differential rates on unleaded petro] corresponding to different environ- mental
categories -

(Article 1.4 of Council Decnslon 96/273/EC of 22.4.1996).

Exemption for bnologlcally produced methane and other waste gases
(Accession Act). - .
Request for apphcatlon of differential rates. on unlcdded petrol correspondmg to dlfferent
environmental categories

(Article 1.3 of Council Decision 96/773/EC of 22.4. 1996)

Reduced rates for diesel and light’ heatm onl in dccorddnce with envxronmental clasmﬁcatnons
(Accession Act). :
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IV - CATEGORY: REGIONAL POLICIES

a)

Reimbursement of 6.63F/hl for gasoline for consumption on the island of Corsica or gasoline ||
delivered from the harbours of Corsica to private pleasure craft, until 31 December 1994 (Tacit
extension until 31.12.96 - COM (95) final of 27.02.95).

(Article 1.6 of Council Decision 92/510/EEC of 19 October 1992).

For consumption in the regions of Val d’Aosta and Gorizia

(Article 1.8 of Council Decision 92/510/EEC of 19 October 1992).

For consumption in the regions of Udine and Trieste, until 31 December 1994

(Article 1.8 of Council Decision 92/510/EEC of 19 October 1992) (Tacit extension until

. 31.12.98 - COM (95) 493 final of 17.11.94).

Reduction in the rate of duty for petrol consumed on the territory of “Friuli-Venezia Gtul:a
(Article 1.1 of Council Decision 96/273/EC of 22.4.1996). :

Reduction in the rate of duty on fuel oil consumed in the autoaomous region of Madeira, until |-
31 December 1996. This reduction should not be greater than the additional costs ansmg from
* the transport of the goods in question to the place of consumption

{Article 1.5 of Council Decision 95/585/EC of 22 December 1995)
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V - CATEGORY: OTHER POLICIES

For motors used for the drainage of flooded land
(Article 1.1 of Council Decision 92/510/CE of 19 October 1992)

Exemption for the armed forces of the State
- (Article 1.4 of Council Decision 92/510/CE of 19 October 1992).
Exemption for fuels used to power the official vehicles of the Mmlstry of the Presxdency, the
national police force and the metropohtan bishops °
(Council Decision 93/697/EC of 13 December 1993).
For desalination plants
(Artlcle 1.4 of Councnl Decmon 97/510/EEC of 19 October 1992).

Exemption in the framework of certain policies aimed at ass1stmg -areas suffering from
depopulation
(Article 1.6 of Council Decision 92/510/EEC of 19 October 1992).

. Reduction of 50% on normal rate (petrol and LPG) for ambulances
(Article 1.8 of Council Decision 92/510/EEC of 19 October 1992).
Exemption for the national armed forces that are part of the NATO forces
(Article 1.8 of Council Decision 92/510/EEC of 19 October 1992).
Exemption for motors used for the drainage of flooded land
“(Article 1.8 of Council Decision 92/510/EEC of 19 October 1992):

" For the operation of lighthouses o
(Article 1.7 of Council Decision 92/510/EEC of 19 Oc,tober 1997) i K
For motor vehicles used by the disabled
(Article 1.7 of Council Decision 92/510/EEC of 19 October 1997)

For the national armed forces
(Article 1.10 of Council Decision 92/510/EEC of 19 October 1992). -
Reduction for motors used for the drainage of tlooded land,
(Article 1.10 of Council Decision 92/510/EEC.of 19 October 1992).
Reduction only on gas oil used by desalination plants

(Article 1.10 of Council Decision 92/510/EEC of 19 October 1992).

For the operation of lighthouses,

(Artlcle 1.12 of Counul Decision 92/510/EEC of 19 October 1997)
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/ Proposal fora
- COUNCIL DECISION

- authorising Member States to continue to apply to certain mineral oils, when used for

specific purposes, existing reduced rates of excise duty or exemptions from excise

duty, ih accordance with the procedure provided for in Article 8 (4) of Directive
92/81/EEC. ; :
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: _PropoSal for a o ' o
. 6eloze3 (enN
COUNCIL DECISION 9 \ o C S>
authorising Member States to continue to apply to certain mineral- oiis, when used for
specific purposes, existing reduced rates of excise dUty' or exemptions from excise

_duty, in accordance with the procedure provrded for in Article 8 (4) of Dlrectrve
92/81/EEC. : '

THE COUNCIL OF THE EUROPEAN UN"ION
AHavmg regard to the Treaty estabhshmg ‘the European Community; = -

" Having - regard to Councrl Drrectrve 92/81/EEC of 19 October 1992 on the
harmonisation of the structures of excise dutles on mmeral oils! and in particular
Article 8 (4) thereof; : .

"Having regard to the proposal from the Commission?"
Havmg regard to the opmlon of the European Parllament3

Whereas, pursuant to Artlcle 8 (4) of Directive 92/81/EEC the Council, acting

unanimously on a proposal from the Commlssmn may authorise any Member State to

~ introduce exemptlons or reductrons in the excise duty charged on mmeral oils for
special policy con31derat10ns :

Whereas the Commission has been:informed by Member States of their intention to
continue to apply certain such exemptions or reductions which are already provided for
in their taxation law or to introduce exemptions or reductions. and to which the
procedure prov1ded for under the said Article 8 “ should be applied;

Whereas, the ‘other Member States hav,e b_een informed thereof;

! OJNoL3 16, 31. 10.1992, p. 12 Directive as amended by Dlrecu\e 94/74/EC (0] No 365,

~ 3L 12 1994 p. 46).
2
T
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Whereas, all of the exemptions and reductions referred to in Article 1 shall continue to
have effect until 31 December 1998 for specific policy considerations provided they do

" not give rise to distortions in competmon or mterfere with the working of the internal

market;

Whereas, all the exemptlons and reductions referred to in Article 2 shall cease to have
effect from 31 December 1996;

Wher&s all the exemptions and reductxons referred to in Article 3 shall be abolished
-with effect from 1 January. 1997;

Whereas, the reducnons or exemptions will be regularly reviewed by the Commlssmn
to ensure their compatibility with the operation of the internal market and other
objectives of the Treaty;

Whereas, pursuant to Article 8 (6) of Directive 92/81/EEC the Council is fequired to
-review the situation at the latest by 31 December 1996 on the basis of a report from the
-Commission;

HAS ADOPTED THIS DECISION:

1

Article 1

- In accordance with the provisions of Article 8 (4) and Article 8 (6) of Directive

'92/81/EEC and notwithstanding the obligations imposed by Directive 92/82/EEC of 19

October 1992 on the approximation of the rates of excise duties on mineral oils®, the
followirig Member States are authorised to apply or to continue to apply the reductions
in rates of excise duties or exemptlons from excise duty herein specified until 31
December 1998: »

1. in the Kingdom of Belgium:

- for local public passenger transport vehicles,

- for LPG, natural gas and methane,

- for a reduction in the rate of excise duty on heavy fuel oil to encourage the use
of more environmentally friendly fuels. Such reduction shall be specifically
linked to sulphur content and the rate of duty charged on heavy fuel oil shall
respect the minimum rate of duty on heavy fuel 01ls as prowded for in
Community law; in force. :

4 OJ No L 316, 31.10.1992, p. 12 Directive as amended by Directive 94/74/EC, OJ No 365,
31.12.1994, p. 46
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in the ngdom of Denmark

- - for partial reimbursement to the commercial sector, provxded that such taxes
are in conformity with. Community provisions and provided that the amount of -
the tax paid and not reimbursed at all times respects the minimum rates of duty
‘Oor monitoring charge on mineral oils as provided for in Commumty law, '

- for local public passenger transport vehicles,

- for a reduction in the rate of duty on diesel to encourage the use of more
environment friendly fuels provided that. such incentives are linked to
‘established technical characteristics including specific gravity, sulphur content,
distillation pomt cetane number and index and provided that such rates at all
times respect the minimum rates- of duty on mmeral oils. as provided for in
Community law,

- for. the ‘application of drfferentlal rates of excrse duty between petrol

' distributed from petrol stations equipped with a return system for petrol fumes

“and petrol distributed from other petrol stations, provided that such rates at all

times respect the minimum rates or excise duty on, mmeral oils as provided for
under Commumty law

in the Federal Republic of Germany'

- for the use of waste hydrocarbon gases as heating fuel,
- on samples of mineral oils. intended - for analysis, tests on productron or for
- other scientific purposes, : '
-. for reductions in or exemptions from excise duty for waste oils whrch are re-
used as fuel, either directly after recovery or following a recyclmg process for
waste oils, and where the re-use is subject to duty

in the Hellenic Republic:

- for local publlc transport vehlcles
-~ in respect of desalindtion plants,
- for LPG and methane used for industrial purposes.

. in the Kingdom of Spain: _
- for LPG, used as motor fuel in local public transport vehicles, _
- for reductions in or exemptions from excise duty for waste oils- which are re- ..

used as fuel, either directly after recovery or following a recycling process for
waste oils, and where the re-use-is subject to duty.

in the French Republic:

- for consumption on theisland .of Corsnca provrded that the reduced rates at all_

©times respect the minimum rates of duty on mineral oils as provided for under :

- Community law,
- for reductions in or exemptions from excise duty for waste oils which are re-
used as fuel, either directly after recovery or following a recyclmg process for
waste oils, and where the re- use is subject to duty.
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in the Italian Republic: - -

in local public passenger transport vehicles,_

for waste hydrocarbon gases used as fuel,

for consumption in the regions of Val d'Aosta and Gorma

for methane used as fuel in motor vehicles,

for a reduction in the rate of excise duty on mineral oils used as fuel in the
production of alumina in Sardinia, provided that the rate of duty respects the
minimum rates of duty on mineral oils as provided for under Community law,
for a reduction in the excise duty on fuel oil, for the production of steam, and
for gas oil, used in ovens for drying and ‘activating' molecular sieves in
Reggio Calabria; provided that the rate of duty respects the minimum rates of
duty on mineral oils as provided for under Community law, ‘
for a reduction in excise duty on petrol consumed on the territory of Friuli-
Venezia Giulia, provided that the rates of duty respecls the minimum rate.

.provided for under Community law,

for a reduction in the rate of duty for mineral oils consumed in the reglons of
Udine and Trieste, provided that the rates of duty apphed respect the minimum
rates provided for under Community law.

in Ireland:

in the Kingdom of the Nether]ands:' _

in local public transport vehicies,

" for the production of alumina in the Shannon region,

for LPG, natural gas and methane used as motor fuel,
for reductions in or exemptions from excise duty for waste 0113 which are re-

~used as fuel, either directly after recovery or following a recycling process for

waste oils, and where the re-use is subject to duty, - :

for differential rates of tax on unleaded petrol to- reflect different
environmental categories, provided that such rates at all times respect the
minimum rates of duty on mineral oils as provided for in Community law.

in the Grand Duchy of Luxembourg:

in local public transport vehicles,

for LPG, natural gas and methane,
for a reduction in the rate of excise duty on heavy fuel oil to encourage the use

‘of more environmentally friendly fuels. Such reduction shall be specifically

linked to sulphur content and the rate of duty charged on heavy fuel oil shall
respect the minimum rate of duty on heavy fuel oils as provnded for in

, Commumty law in force.

in respect of desalination plants,
for LPG, natural gas and methane,
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in the Republrc of Austria; - - '_ " e ,

for LPG used as motor local pubhc passenger transport vehlcles

_for an exemption from excise duty on waste oils which are re-used as fuel

either directly after recovery, or following a recycling process-for ‘waste oils,
and the re-use of which is subject to duty, . ,
natural gas and methane. .

in the PortUguese RepubliC'

to grant relief from excise duty for LPG natural gas and methane ‘when used
as fuel for local public transport,

' for a reduction in excise duty on fuel oil consumed in the autonomous region

of Madeira; this reduction may not be greater than the additional costs
incurred in transportmg the fuel oil to that region, e
for reductions in or exemptions from excise duty for waste oils which are re-
used as fuel, either directly after recovery or following a recycling process for
waste oils, and where the re-use is subject to duty. '

in the Republic of Finland: B . o -

for an exemption from excise duty’ ror methane and LPG for all purposes,

for an exemption from -excise duty on waste -oils which -are re-used as fuel,

.either directly after recovery, or following a recycling process for waste oils,

and the re-use of wlnch 1S subject to duty

in the Kingdom of Sweden:

- for reduced excise duty rate for: mmera] oils used for 1ndustr1a1 purposes,

provided that such rates at all times respect the minimum rates of duty on
mineral oils as provided-for in Community law.

for an exemption from excise duty for blologxcally produced methane and-
other waste gases,

for reduced tax rates for diesel and light heatmc oil m accordance with
environmental classifications, : : . :
for differential rates of tax on ‘unleaded petrol to reflect diffe'rent
environmental categories, provided that such rates at all times respect the
minimum rates of duty on mineral oils as provided for in Community law.

in the United Kingdom-of Great Britain and Northern Ireland:

for local public passenger transport vehicles, ,

for LPG, natural gas and methane used as motor fuel; '

for differential’ rates of tax on unleaded petrol to reflect different
environmental categories, provided that such rates at all times respect the

“minimum rates of duty on mineral oils as provided for in Community law;

for reductions in or exemptions from excise duty for waste oils which are re-
used as fuel, either directly after recovery or following a recyclmg process for
waste oils, and where the re-use 1s subject to duty.
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Article 2

- The folloWing derogations shall cease to have effect from 31 December 1996.

1. in the Kingdom of Belgium:

in respect of ‘motors used for the drainage of flooded land,
in respect of air navigation other than that covered. by Article 8(1)(b) of

. Directive 92/81/EEC,

for navigation in private pleasure craft.

2. in the Kingdom of Denmark:

in respect of air navxgauon other than-that covered by Article 8(1)(b) of

Directive 92/81/EEC.

3. in the Hellenic Republic:

for use by the armed forces of the State,

- for a reduction in the rate of duty on diesel to encourage the use of ‘more

environmentally friendly fuels provided that such incentives are linkéd to
established technical characteristics including specific gravity, sulphur content,
distillation point, cetane number and index and provided that such rates at all
times respect the minimum rates of duty on mmeral oils as provided for in
Community law,

for navigation in private pleasure craft not regxstered in Greece,

to grant relief from the excise duty on mineral oils for fuels intended to be

used to power the official vehicles of the Ministry of the Presidency, the -

national police force and the metropolitan bishops.

4. in the French Republic:

for fuel used in taxis within the limits of an annual.quota,

"in respect of air navigation other than that covered by Article 8(1)(b) of

Directive 92/81/EEC.
in the framework of certain ‘policies aimed at ass:stmg areas Suffering from

' depopulatlon

5. inthe Italian Republu,

in respect of air navigation other than that covered by Artlcle 8 (D) of
Dlrecnve 92/81/EEC, ~ :
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- . in respect of motors used for the dramage of ﬂooded land

- in respect of ambulances,
- in respect of the national armed forces.

6. in Ireland:

- in motor vehicles used by the drsabled
- in the operation of hghthouses )
_ -, in respect of air navigation other than that covered by Artlcle 8 (1)(b) of
Directive 92/81/EEC, _
- for navrgauon in private pleasure craft.

7. in the ngdom of the Netherlands

- in respect of the national armed forces,

- in respect of motors used for the drainage of flooded land,

- on samples of mineral oils intended for analysis, tests-on productlon or for
other scientific purposes. o :

8. in the. Portuguese Repubhc

- in respect of air navrgatron other than that covered by Artxcle 8(1)(b) of
- Directive 92/ 81/EEC ~ -

: 9. .In the Republic of leand

- for an exemptxon from excise duty for mineral oils used for prlvate pleasure
~ craft.

10. in the Kingdom of Sweden:

- for an exemption from excise duty on avlatlon gasolme and aviation kerosene
used for private pleasure flying,

. 11. in the United Kingdom of Great Britain and Northern Ireland:

-~ for nav1oat10n in private pleasure craft,. ) : b
- in respect of air navigation other than that covered by Arucle 8(1)(b) of

Directive 92/81/EEC;
- in the operation of lighthouses.
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Article 3

1. Council Decisions 92/510/EECS, 93/697/ECS, 95/585/EC?, 96/273/EC* and
96/418/EC? are abolished with effect from 1 January 1997. '

2. The following authorisations which were granted following requests made for
 specific policy considerations and which are to be deemed to have been tacitly decided

by the Council after the expiry of the two month deadline provided for in Article 8.4 of
' D1rectwe 92/81/EEC are abolished with effect from 1 January 1997:

That granted to Germany tollowing its request of 15 March 1994 Wthh was notified to
Member States by the Commission on 7 April 1994. :

That granted to Spain following its request of 17 May 1994 which was notified to
Member States by the Commission on 17 June 1994, : -

That granted to -France followmg its request of 13 December 1993 which was notlﬁed
to Member States by the Commxssron on 7 Apnl 1994.

That granted to France following its request of 23 November 1994 which was notxﬁed
to Member States by the Commission on 19 December 1994. ;

That granted to Italy'following its request of 15 March 1994 which was notified to
Member States by the Commission on.5 April 1994.

That granted to Ireland following its request of 30 July 1993 Wthh was notified to
Member States by the Commission on 15 September 1993.

That granted to Portugal following its request of 11 March 1994 which was nottﬁed to
Member States by the Commission on 7 April 1994. :

That granted to the United ngdom following its request of 20 January 1994 Wthh
- was notified to Member States by the Commxssxon on 24 February 1994.

Article 4

This Decision is addressed to the Member States.

Done at
of 19 October 1992,-OJ L 316/31.10. 1992, p. 16
of 13 December 1993, OJ L 321/23.12. 1993, p. 29
of 22 December 1995, OJ L 327/30.12..1995, p.33
of 22 April 1996, OJ L 102/24.04. 1996, p. 40
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of 27 June 1996, OJL 172/11.7.1996, p. 22
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