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1. The present proposal for a Dirsotive ocomoerns the approxdimation of the
rates of exolss duty on alocholie beversges and on the aloohol contedned in
other produsts. It layw down the minimum rates to be applisd not later
than 31 Decenbar 1883. It is kesed on the need 1o gtrike & balsnos in the
afforts to bs weds by Member States to spprostimate the rates whils, at ths
game tims, limdting the distortions of competition. In edditdon, it is
designad t0 accommodate the worriss expressed in oonmection with protection
of the bealth of consumers. In ghort, ths solutions proposed by the
Camission are hased on minlmum rates that are to bs applicabls ag at

31 Decenbar 1882 and on oconvergencs of the rates applied in Member States
on common target rates.

3. m.sg‘opomroramreotivemdsommmolminﬁmmw
for & Directive (COM(87)328 of 21 August 1087) on sppradmstion of the
mt&ofm.@edutymalchommesamwthaﬂmenmmdin
other pecduots.

3. In the aforementioned proposal for s Direotive, thecmisaionhad

advocated singls Community-wide rates for eamoh product category

ocnosrned.  This sttempt at harmonization as unveiled in 1887 Drougnt to

light the divergity of situvations still obtaining in the Community, a

divergity that is mwore difficult to counter in the cass of aloahslio
wbmmofmmgdﬂfmtoimminm Btates,

bevereg
whiohvaz'yamordi.ngtotheirm‘oduatimmpwity

4. Furthermore, mmwsmmmpwumtmmnwmtme
introduotion of an element of flgxibility in the rates proposed in 1887 was
the only way of pr towerds harmonization. It was with this in
mind that the Commission, its Comunication to the Counoil and to
Parliament of 14 June 1089 (OOM(88)280), introduced the oonwept of
fle:d.bnity



5. ﬂwoomeptoffladmwmtheoeseofthsmtesofmdqu
alocholic beverages ard on the aloobol oontained in other products must be
mmmgummmmofmmmmmmmMmM@g

Such flesrhility mugt take acoount of the reglomal digparitics that edist

within the Commnity with regaxd to alcholio bovereges and must roflsst ths
esgential requirements ldentified by the Commission and the Counodl in the

publioc health field.

From ths Commiggion’'s point of view, the solutiong for indtroducin:?
fl@mwmtmmmmwmma@m to oraats crosssive
problens of distorticns of oompetition, defleotione of treds and lcosses of
revenue,

Thig bsing so, mtozmmmmmbythﬁmpo&alfwa
Birectiva are intended, if anything, for f£ina) parsonel cox
opposed to indugtrial usa.  Aocoordingly, theoaup@‘titimpom@mmtm
mmpmszwuve.imlmmmughtofwemg@o@amm
aituaticons conoerned.

6. The conospt of flexlbdlity must not,: therefore, b vicwed ez a
goluticn 0 the tax problems alcme ut, above all, mat peve ths vay for
esﬁbli@mtofﬂmintmﬂ.mketinlmwme@@dium

IV.  NATURE QP FLEXIBILITX

7. Tt trenspires from the foregoing cheervaticns (esgemts

in the henlth field, regional disparities, e‘co)amm‘t&dmm:ms
mmmamtmmmmmmﬁmwmml
(OOM(88)260) that flexibility in the form of minimm retes for e products
ocndarned 1 justified,

g

8. In praotics, this flexihility will have the following consequexcss:

8.1 OnlJamarmeB wmuumtmmmtof“&mm

8.2 Aftsr that date, this inltial fledhbility will entail & gradual
t of rates on bepohmark velueg that will bs known &8 target rates,
mainly with a8 view to attaining the chjeotives for the internal market.

Atconmmitylevel theaera‘beawillalaohs.vetobe&e‘ta.talml

8.3 In ordar to make it easier for Member States to adapt thalr rates, and
with a view 4o redwoing the distorticns of oompetition associated with the
occntimied exigtenos of different rates, only those adjustmente ocomduoive to
oonverdenoe on the target mteawiubeauthmized
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8.4 ﬁvwztmya&m muvormfustmmtmmmmmmlw

the Counodl., soting on the bsals of a report end, vhare epmropriats, a
Wmmmm&m. ghall examine the torget rates of duty and

the minimi: rates and shall, acting unanimously, meke the nscesssry
ad jugrtments.

without rejuiios to the first pavegraph, evarybwoyeam and for the
firstmmtlammmmmi% the Council, aoting by a

qualified majority on & proposal from the Commiggion, ghall adjust the
r&mmommmmmmmM .

8. The Commdsmion would recall ths gengral considerations get cut in the

Froposal for e Direotive (CRM(E7)328 £inel/3) comosrning the tax base and
the congtreints to be cbserved om eccount of the competition that exists
hemmtampmdwbeatthslavelofcmsumpﬁm :

10. mmmmammmwmmm,mmm1mr
had, in view of the shove octnsldaretions but due regard atlso being had to
the hudgstary repsroussions, bgen fixed in such & way &8 to limit the

effects of digtortions of campatition.

This wag the reason why, for éxemple, whereas an exoisge @uty on wine neaded
%o be introduced in ths producer countries, itwesa:lsodm.rabletm*m

v-dutyﬁnouldbe&talowlevel

11. The ressons for introducing & meagure of flesibllity in the form 0F

minimm rates appliosble in this field during a transitionmal pericd do not

affeot the nature of the Commisgion’s proposals redarding the nsed to
maintain‘a balanoca batween the rate levals for the different produoct

-~ Om 1st_January 1993 the r&m of &nod.se duty i.n xmher Sta‘b& may not

bs lower than the un.,_-.au_. 1858

18, Besr i & produot which generelly hes & fairly low price om vhich a
.mmvalvlowlsveuofmm.GﬁﬁY

The target rate proposed and to be applied ultimately is reasonebly low.
14, malevelgfm“atetak%mtofmmmmwmat
the comsumpticn level.

18, ﬁ@r@&%&stﬁad&ﬁ:@ﬁﬂ@&iwwmmmm ﬂmmm
mm *a’ns ﬁ.a@ ﬁm{b th% mindmes rate for besr Oan reasont

i8.  The 87970 rate hae bosn inoresamed substantislly (by 10%) relative o
the 338’?3:1*:1:@5@ i in owden *‘ot&kegre&tsrmtofmmmaamu :
partioular.
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C. SIILL WINE

17. An snalysis of the problem of wine must take into oonsidsration the
tax balance that nesds 40 be maintained relative to bssr in particular Lut
algo relative to othar aloocholic beverages. The faot that five
mwtmmmmtmmmwmmmmmmmm
aooount.

A low minimam rate muat, tharefore, be fixed.

- Oo Jst Januarcy 1993 Member States will have to apply an exolse duty
that may not be lower than the minimum rate of ECU 9.TS5 par nl;

- Ultimately, Member States will apply

10. Aocoordingly, & rate identioal to that for beer (by reference to each
litre of produot) has been chosen ag the basig for the caloulatiom,

The mindmo rate hag, therefore, alsc been fixed at the same level of BB
of the target rate.

5 target pata

In the cage of expensive wine, the amount of the exolss duty does, of
oourss, represent only a small peroentage of the final eslling price. Its
effect ocn the selling price 1s minimal.

By oontragt, for low-prioed wine, which iz more likely to oocmpets with
bear, the impaoct of the exalse duty cn gelling prioces will ba of ths sams
order of magnituds.

20. ‘The target rate has been increased gubgtantially (by 10%) relative to
the 1887 proposal in order to take greater socoount of the health aspect in

partioular.
D. SPARKLING WINE

21. PSparkling wine iz generally more expensive than gtlll wine amd
reprecents a different segwent of the market.

A tax balanoe mugt, however, be maintained relative to other expengive
aloocholico heverages.

The .target rate proposed 14, therefore, higher than that for still wine,
the minimne rete being fixed at BO% of the latter in order to limit
ddstortions of ocmpetition during the transitional pariod.



on sgparkling wips involved S

- On_ist January 1993 Eunber States will have to a.pplya.nmm.aeduty
th&tmymthelmﬂlanmmmm&m

m.ﬂmtelz Meniber States will have to apply m___a_s.at,_zm_af_m_ﬁa

o3, The targetrate hag been :ereased aubeta.nua.uy (by 10%) mla,‘civa to
t&:elge?pmoposalmmwtahegreatermtofthehealmwpeotm
partioular, _ ,

E. EUTAHLE ALOCHOL

24. The rates proposed (around BCU 4 per gtandard bottle of product) for
mmﬂmlmmmmymmmmmfwmmm

Potable alochol attracts a high rate of duty, with the actual amount of
duty representing a large percentage of the selling price.

26. Under the circumgtances, the risks of distortion are high. The
nargin of flexibdiity must bs viewed in thisg light and muet be reduced.

Neverthelees, given the spresd of rates acoording to partioular :
geographiocal looa.td.ona (from the nocer, to the south of the cmmmty) it
rm to fix el R m Ig e 0 B OF _tha tar‘e N

- gn ist January 1993 ing retes of exalse duty in Member Statee wey not.

belmmwmmm-

ltimately, Member Bmteewilla.pplythe target ra.te ofmm

o Menber _ . '
27. .The tarcet rate has been inareased substentially (by 10%) relative to - -

thel%?pmpoaelinordertotabegreatemaoocunt thahea.lthaspeotin
rartioular. ‘- o )



~ Qp st January 1993  the rates of excvise duty in Mexber States may not
be lower than ECU 74.8 per hl;

- Uliimately, Member States will apply the target pate of BCU 83,8 per hl.

29. The targetrate applicahle to the produots conocernel has been fixed
at a level which hroadly reflects the results that would be obtainegl if the
propoaedmtasforaﬂmhonohevmgeewema to these products
where, theoretioally, they made up "an in te product”.

30. The .targetyate hag been inareased substantially (by 10%) relative to
the 1987 proposal in crder to take acoount of the health aspect.

31. 8ince the amcunt of the exddse duty represents a relatively hign
percentage of the selling price, the rigks of distortion are high. 1The
nargin of flexibility muet, therefore, he reduoed.

32. Thig is why it scems reastnahble to fix & minimm rate equal to 80% of
the target rate, in line with the proposal for potahle alochol.

- 33. The Comnigsion’s original proposal envigaged a reduoed rate for such
alochol. The applicaticn of such a rate made it possible to resolve the
difficulties involved in defining oommon conditiong for dematuring.

The ocmmon rules on denaturing, vhich are examined in the Commission's
proposal on gtructured, and low level of revemue generated by this type
of producty have led the Commission to drop its original proposal.
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Amended proposal for a
COUNCIL DIRECTIVE

on the approximation of the rates of excise duty

on alcoholic beverages and on the alcohol contained in other products

ORIGINAL PROPOSAL (COM (87) 328 final) AMENDED PROPOSAL

THE COUNCIL OF THE EUROPEAN COMMUNITES THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European nged

Economlc¢ Cowmunity, and in particular Article 99 thereof, uncha

Having regerd to the proposal from the Commission, ‘unchanged

Having regard to the opinion of the European Parliament

(. unchanged

Having regard to the cpinion of the Economic and Socio:

Comt i 2 {

Committee (2) mchanged
'uhereas Council Directives .....,..co0vveeans (3> lay dowvn

provisions relating to the structures of excise duties

applicable respectively to alcohol, wine, beer and

_intermediate products,

unchanged
Whereas for the purpose of establishing an internal ' o .
market without frontiers it is necessary to apply common . Whereas, to establish a convergence process, it is necessary to fix target

h . . ; X .
rates of excise duty to each of these products rates of excise duty on alcohol, wine, beer and intermediate products;

thereas if 1is necessury to provide for the pericd:s Whereas it is necessary to meke provision for adjustment of these

a H t . . .

djustment of those common rates target rates in order to take account of the requirements of sectoral
policies;

whereas these target rates camnot be applied immediately because of the
diverse situations in Member States; whereas, therefore, flexibility of

rates should be introduced in the form of minimum rates in order to achieve an
internal market without trontiers on 1 January 1993;

whereas the minimum and objective rates should be adapted to the trend
in prices, and that it is pointed out these decisions shall be taken
by the Council under a simplified procedure;

Lo o -
Whereas a reduced rate should be applied to undenaturecd

alc,ono) used {n the preparation of perfumes, rofletries
AnG cosmetics,

unchanged

{ [

-~ .
ot ML -
-
J
J



ORIGINAL PROPOSAL

vhereas the excise duty on Intermediate products shouid
be c¢harged by reference to thetr volume,

Whereas different rates of excise duty should be applied
to still wine and sparkling wine,

Uheréas the excise dutv on beer should be charged by
reference to the orig.nal gravity of the preduc:,

HAS ADOPTED THIS DIRECTIVE:

AMENDED PROPOSAL -

Vhareeathaxosta date method of 1 ey or Lnter .
A mm avving exolse & Lntermadiato

Whereas the consumption pattern of sparklirmg wine differs from that
of still wine; whereas, in line with practices in Merber States,
different rates should be applied to these two twnes of product;

mmmdmumtmm
large muber of Mecber States; whereas,

halm mmmumummﬁxgmmwsmz

Vhereas the only possible basig for levying exodse duty on the aloonsl
containad in other beverages is the volume of pure alcohol;

Vhareas, mu xmbcrsummyunuamm ed jugt thai- rates of
mmwm&nthcymolmtom target ravea,

. HAS ADOPTED THIS DIRECTIVE:

g



ORIGINAL PROPOSAL

Article !

Wor fater than 31 December 1992 Member States shall
apply common rates of excise duty on  aleoholic
beverages and on  the alcohol contained in other
products in accordance with this Directve.

Article 2
The products covered by this Directive zre:

— alcohol and alcoholic beverages as defined in
Direcuve . . i

— intermediate producis as defined in Directive | "

~— wine as defined in Direcuve .

RIRE)

— beer as defined in Direcuive . . .

Article 3

Tl.u: common rates of cxase duty hid down in this
Directive 's_hall be adjusted periodically in accordance
with provisions o be established before 1 January 1989
1n a Direccuve adopted by the Council acung on a
proposal from the Commission.

Article 4

, .
. The common rate of excise duty on alcohol

contained in  alcoholic beverages other than those

rcfcrr;d 10 in Articles 5 to 7 below and on the aloohot
conuained in foodstuffs shall be 1 271 ECU per hecrolive
of pure alcohol.

2. A rcduced rate of 424 ECU per hectolitre of pure
ah:ohgl shA:zll be applicd 10 undenatured ethyl alcohal
contained in perfumes, wiletnes and cosmetics.

AMENDED PROPOSAL

Article 1

Momber States shall apply target rates of excise duty on alcoholic
beverages and on the alcohol contained in other prodicts in accordance
with the rules Laid down in this Directive.

Not later than 1 January 1993 Member States shall apply minimum rates
of excise duty in accordance with the rules Laid down in the Directive;

Article 2
unchanged

" Article 3
Every two years, and for the first time not Later than 31 Decemter 19%,
the Council, acting on the basis of a report and, where appropriate,
a proposal from the Commission, shall examine the target rates
ard the minimum rates ard shall, acting unanimously, =akz the
necessary adjustments.

Without prejudice to the first paragraph, every two yszrs, and for the
first time not later than 31 December 1994, the Counci., acting by a
qualified majority on a proposal fram the Cammission, xd after
consultation with the European Parliament shall adjust the rates in
order to maintain their real value.

Article &
The target rates of excise duty on the alcohol conta“red in
beverages other than those referred to in Article 5, ¢ad7.axd on
the alcohol contaimed in foodstuffs shall be Ecu 1398,7 oer hectolitre
of pure alcohol. ’

Article 4a
The minimum rate of excise duty on the alcohol contairsd in
beverages other than those referred to in Article 52, % ard 7a arvd
on the alcohol contained in foodstuffs shall be Ecu 1 118,5 ver
hectolitre of pure alcohol.



ORIGINAL PROPOSAL.

Article 3

The common rate of excise duty on istermediate
products shall be 85 ECU per hectolitre of product.

.4'1”!’(.’"! &
The common rate of cxcise duty on wine shall be:

— as regards sull wine, 17 ECU per hecioliwe of
product,

— as regards sparkling wine, 30 ECU per hecrohiee of
product.

Article 7

The vommon rate of excise duty on beer shall be 1,32
ECU per hecwolitre/degree Plato of finished product ata
tewperamve of 15 °C.

Article 8

Member States shall bring into force the laws, regu-
litions and administrative provisions nccessary to comply:
with this Direciive oot later than 31 December 1992
They shali forthwith inform the Commission of any
provisions of naticnal law which they adopt in the field

’ gow:mcci by dns Dorccmvc

Article

Ths Diﬁ:ctivc is addressed 1o the Member Stauss.

‘Done at For the Council

QA
e

AMENDED PROPOSAL

Acticle B

The target rate Of exdipe duty on intarmediste products ehall bs BCU 92,8

por heotdlitre of product.
Artiola fia

mmanwm@wmmemmmmna

per heotclitre of yroduct. )

The targetrata of ewcise duty om Wine shall be:

- a8 Tegarda mtill vine, EOU 38,7 par haotolitre of mroduot;
- a8 regards sparkling wine, BCU 33 par heotolitre of produot,
The minimum rate of extdge duty on wina ahall be:

- a8 regards still wine, BCU 8,58 per heotolitre of product;

- a8 Tegards mperkling vine, 53U 16,8 per heotolitre of frodust.

Artiale 7

n:etargetmteotuMMdutymmelmx}Jlm
heotoutm/dmeamtootﬁmmmm pez

.

mmmmwummwmmmmmo,mm
mwmmwumm

"wmmmmzmrgm ummuumymm

rates providad that m move olosmer to the target rates laig
this Directive.

Achigle 8
Unobanged

Unchanged

Done at For the Council

oW 1N
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FINANCIAL STATIMENT
I. Will application of the present proposal for a Ddrective result in an
increase in Commnity resources?

The effect of the proposal for a Ddrective cannot be quantified as regards
VAT own resources.
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STATEMENT OF IMPACT ON SMEs AND EMPLOUGMEN

The appraximation of excise duties on alcoholic beverages ard on the
alcohol contained in other products is necessary if tax frontiers are tc Le
abolished ard is an integral part of the measures for completing the
internal market.

I. Administrative chligations on businesses a.rising fram a.ppl_maulon of
the present Ddrective

None.
II. What are the advantages for businesses?

- The advantages resulting from the approximation of rates could not be
determined.

ITI. Ave there any drawbacks for businesses in terms of. additional costs?

- Application of the present Directive will not 1mpose any additional costs -

on businesses.
Iv. Effects on employment

- The possible effect of the approximation of rates on employmexm in the
sector concerned cannot be determined.

V. 'Ihetwos:ld%ofixﬁustryha.venotbeemoonsulted

VI. No less bj_nding alternative is avad_la.ble with a view to a.bohsm_ng
tax frontiers.
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