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Disclaimer

Conformément au réglement (CEE, Euratom) n°® 354/83 du Conseil du 1er février 1983
concernant I'ouverture au public des archives historiques de la Communauté économique
européenne et de la Communauté européenne de I'énergie atomique (JO L 43 du 15.2.1983,
p. 1), tel que modifié par le réglement (CE, Euratom) n° 1700/2003 du 22 septembre 2003
(JO L 243 du 27.9.2003, p. 1), ce dossier est ouvert au public. Le cas échéant, les documents
classifies présents dans ce dossier ont été déclassifies conformément a I'article 5 dudit
reglement.

In accordance with Council Regulation (EEC, Euratom) No 354/83 of 1 February 1983
concerning the opening to the public of the historical archives of the European Economic
Community and the European Atomic Energy Community (OJ L 43, 15.2.1983, p. 1), as
amended by Regulation (EC, Euratom) No 1700/2003 of 22 September 2003 (OJ L 243,
27.9.2003, p. 1), this file is open to the public. Where necessary, classified documents in this
file have been declassified in conformity with Article 5 of the aforementioned regulation.

In Ubereinstimmung mit der Verordnung (EWG, Euratom) Nr. 354/83 des Rates vom 1.
Februar 1983 uber die Freigabe der historischen Archive der Europdaischen
Wirtschaftsgemeinschaft und der Europaischen Atomgemeinschaft (ABI. L 43 vom 15.2.1983,
S. 1), geandert durch die Verordnung (EG, Euratom) Nr. 1700/2003 vom 22. September 2003
(ABI. L 243 vom 27.9.2003, S. 1), ist diese Datei der Offentlichkeit zugénglich. Soweit
erforderlich, wurden die Verschlusssachen in dieser Datei in Ubereinstimmung mit Artikel 5
der genannten Verordnung freigegeben.
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COMMUNICATION FROM THE COMMISSION TO THE COUNCIL
CONCERNING THE MAJOR PROBLEMS RELATING TO THE.
PRCPCZID COUNICIL DIRECTIVES TO HARIONISE THE STRUCTURES OF
CCNSUVER TALS, OTIER THAN VAT, ON BEER, WINE AND ALCOHOL

v. 8 revee ‘» 2l

21l¢iing the communication from the Commission to the Council, dated

* July 1977, on problems posed by excise harmonisation (COM (77) 338 FIN),
the C.uncil recommenced examination of the proposed directives for
Yaraniaing excises on beer, wine and alcohol, originally submitted on
Warch 1972 and on which the Council had suspended work at the end of
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The Commignion communitation had originally proposed that the Council
=ronld ;ive priority to the proposals to harmonise the excises on alcohol
and b\‘ﬁ, the divergent views in the Council on the wine excise being such

that a;reement on this proposal seemed unlikely for some time to come,

Nolwithstanding this suggested approach, the Council elected to examine all
‘hvee proposals togethers Moreover, during the subsequent discussioné, a

number of llember States made it clear, for a variety of reasons, that they -
were no* prepared to disassociate these three proposals. It follows that
*hicse proposals must now be adopted as a package. N
Tho present communication is intended as a compromise.solution to the
main icsues of principle posed by the three proposals, and set out in

Section 1 of the report made in December 1978 to the Committee of Permanent

Representatives. It does not deal

with a range of more detailed ~ and largely'technical - issues, since the
gocsition to be taken on these subsidfany points seems likely to be

determined by a satisfactory solution to the problems of principle.
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PROICIZD SOLUTICHS

Hormoninsed excise on vine

1

|
The Commission's original proposal for an excise on wine was a logical %
conzecuence of iis proposal that the Communiiy excise system should include?
excises on beer and alcohol. Excises on these drinks already generate in ;
2ll Yember 3tates considerable tax revenues and are in any case justified
on social grounds. As, in the Commission's view, all alcoholic drinks are
morc or less in competition, an excise on wine is a necessary complement to
excises on beer and alcohol both from the standpoint of competitive
neatrality and for the protection of tax revenue from excises on beer and

«lcoliol, which are often subject to high excise rates.

Aoy ccmpromiseAprcposal on this question must safeguard the

witizute objeclive of tax harmonisation, which is the abolition of fiscal
“ronticerse A harmonised excise system is.a precondition for the achievement
of 4ku’ objective, The question is whether a wine excise is or is not an
ezrential part of such a common excise systeme On the one hand, there is
sicut political pressure against the introduction of a wine excise at the
rrecent time in those couniries where it does not yet apply. In addition,
civern the continﬁing wine surplus, the Community's policy must be to secure
come reduction in the overall level of taxes levied on wine, in order to
improve outlets for wine production. On the other hand, the abolition
of the excise in those countries at present taxing wine would itself be
politically delicate but would in addition — and more importantly - involve
massive reductions in the taxes levied by those countries on beer and

alcohol,

The basic choice for the Community therefore lies between an excise system
based on the taxation of all alcoholic drinks, including wine, with the
lovel of wine taxes rather lower in some Member States than at preseﬁt, or
a sysiem without an excise on wine and in consequence with beer and alcohol
tuxed only at modest levels. At the present time, the first course

prosents serious political difficulties for certain Member States. The

/e



cecond course ig however simply inconceiveable, whether now or in the
long terme ’

The Commission therefore proposes the immediate adoption of the draft

directive on a harmonised wine excise. However, derogations should be fore=

seen whereby, until the abolition of fiscal frontiers at the latest, Italy

may defer introduction of an excise on table and sparkling wines, Germany

‘ may defer introduction of an excise on table w1nes, and Luxembouro, BeLq1um
“and the Netherlands may apply the regime foreseen 1n Art1cle 1, f1rst para

graph, second subparagraph of the protocol concerning the Grand Duchy of
Luxembourg to wine of category (C) of Article 3 wh1ch 1s of Luxembourg *

origin, subject to the conditions set out in Article 1 of Regutatjon (EECQ:W
'No. 3310/75 of the Council of 16 December 1975. '

Lin"in~- of becer and wine excize rates

Italy has mace acceptance of the principle of a wine excise conditional
upon gome overall relationship between the levels of taxation of beer and
wine, The Commission sharcs the Italian concern to reduce the highest
ratcs of wine excises: In December 1975, excise cuts were recommended to
certain Member States; in the report for tlfe progressive establishment of
balance on the market in wine, substantial reductions of excise duties were

proposed,

The Commisszion therefore 1nv1tes the Council to adopt the attached draft
renolution which provides that, o S T + first, each Member o
State will apply the same VAT rate to both beer and to wine, and secondly,
27 ratio of the excise levied on a given quantity of typical wine to the

excise levied on a given quantity of typical beer shall not exceed the

ralio (roughly wine 3 : beer 1) between the alcoholic strength of these
drinks, v
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Troatnent of srecial wines and other fermented beverages of CCT 22.09,

Article 6 of the original Commission proposal for the alcohol excise
provided that liqueur wines and aromatised wines (e.g. Vermouth) should be
taxed by reference to their alcoholic strength and at a rate of from 20%
to 5% of the full alcohol rate.

The great majority of the lMember States have expressed strong reservations
or. this propocal. Most of these Member States treat such beverages as
wine and subject them to the wine taxation regime, which is frequently

levied in volume terms and not by reference to alcoholic strength.

Th=- Commission proposes that all these products, together with

thcne Termented beverages of CCT 22.07 which are generally regarded as

Leing competitive with them, should now be transferred from the alcohol to

'Ye wine directive, where they would constitute a third category for
taxation (the other two being table wines and sparkling wines). All three
categories would be subject to taxation by volume. However, Member States
would have the possibility of taxing each of these three categories at a
diffcrént rate. lMember States would also have the possibility of sub-
dividing the third category by reference to alcoholic strength. TFinally,
the rate applied, expressed in terms of alcoholic strength, should not
exceed 605 of the full alcohol rate.

n--atien of beer

The Comnission has proposed that beer excise should be levied on the
finiched product, The Commission maintains this proposal and believes
that it offers the only satisfactory means for the taxation of beer in

intarnational trade.



Taxation of aleshol

The Commisszion maintains itslproposal that the alcohol excise'should be
levied exclusively by reference to alcoholic strength and at a single

rate per hoctolitre of pure alcohol.

A~nlination of indirect taxes, other than harmonised excises and VAT

The Commission originally proposed, in each of the harmonisation directives,

that no indircet taxcs, other than a harmonised excise and VAT, could be
applied, whether to wine, beer or alcohol, or to wine, beer or alcohol
cor*ained in other products. This has - in general proved too restrictive
an approach, particularly in the case of alcohol and wine, which are
frequently contained in other products subject to separate excises (e.g.
chocolates,vincluding liqueur chocolates, are subject to special excise

in Denmark).
The Commission is of the opinion thaf_a more flexible interpretation of .
the relevant provisions could be adopted. Corresponding draft for

"insertion in the Council minutes is included in Annex IV.

To summarise, the Commission proposes, with regard to the questions set

out in Section I of the report to the Committee of Permanent Representatives.’

faentian 1 » ‘
- that the Council adopt a resolution providing that the VAT rates for
beer and wine should be identical and that a relationship should be

established between the excise rates for beer and wine.

Guestion 2 o , o
- that Article 6 be deleted from the alcohol directive and that liqueur

wines, fortified wines and similar 22,07 pfoducts be included in a

special category in the wine directivé. L

wotion

~ that derogations from the application of the wine direcfive in'réspect'

27 certain wines should be granted in févour of Gefmany, Italy, Luxembourg,
3¢10iumA:nd the Hbtherlands! until at the létést the date of the abolition
of the chérging of tax'on imports and the remission of tax on exports in

trade between the Member States. - ' : /
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~ that a more flexible interpretation of the provisions relating to other

taxes should be agreed upon.

Attaclked are a number of amendments to the drafts which are intended to

implement the above solutions.

With regard to questions 3, 5 and 6 and as essential elements of the

compromise solution, the Commission maintains its existing proposalse.

™.L noamunication has been prepared for consideration at a forthcomiﬁg
Council meeting on fiscal questions. In the light of discussions at

that nieting of the Council, the Commission is prepared to put forward
further proposals on the rcemaining problems covered by Section 2 of the

raport to the Permanent Representatives Committee.



Annex I (relating to Question 1)

Council Resolution O0f cecessee
concerning taxes on the consumption of

wine and beer

Whereas, without prejudice to the level of tax on alccholic beverages or
to the solution to be adopted for the subsequent harmonisation of excise
duties on such beverages, application of the taxes on the consumption of
wine and beer must not distort the conditions of competition between the

two products,

Whereas - the measures to achieve this objective are likely fo facilitate

convergence of the national systems of taxation,

Whercar such measures may help gradually to achieve balance on the

wine market,
the Council of the BEuropean Communities has'agreed as follows:

1., Value added tax applied in any Member State to wine and beer must
be charged at the same rate for the two beveragés. Member States
which, at the date of adoption of this Resolution, apply differént
rates to imporits or supplies of wine and beer shall take the measures

necessary to comply with this principle;

2. lcmber States which levy an excise duty on wine shall

take the measures necessary

- -to ensure that the ratio of the excise duty levied on a given quantity
of ordinary wine to the excise duty levied on the same quantity of
ordinary beer does not exceed the ratio obtained by comparing the

alcoholic strengths of the two beverages.
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Arnex IT (relating to Question 2)

WINE DIRSCTIVE — PROPOSED CHANGES

,
Lrticle 2
For the purposes of this Directive the term "wine" means:

(a) TI'roducts which come under heading No. 22.05 of the Common Customs

Tariff.

(t) Products which come under heading No. 22.06 of the Common Customs
ariff and which have a maximum actual alcoholic strength of 22% by

solumee.

() Products which come under heading No., 22,07 of the Common Customs
Tariff and which have a maximum actual alcoholic strength of 22% and

a minimum actual alcoholic strength of 6% by volume.

Wine within the meaning of Article 2 shall include:

(a) Existing text of Article 2(2)(a).

(b) Other wines which are either:~

(1) liqueur wines produced in the Community and imported liqueur
wines as defined by Council Regulation No. 816/70 of
28 April 1970 and No. 948/70 of 26 May 1970 respectively;

(i1) Quality wines produced in specified regions — other than
liqueur wines ~ as defined by Council Regulation No. 817/70
with a total alcoholic strength of more than 15% by volume,
derived from the following wine varieties: Muscat, Grenache,

Maccabeo, Vermentino and Tourbat;

o/



Arnex II (contd.)

(iii) Products coming within heading No. 22,06 of the Common Customs

Tariff;

(iv)  Products coming within heading No. 22,07 .of the Common Customs

Tariff, which have an actual alcoholic strength greater than =

127 by volume.

(c) Cthor wine.

[

1.

Article

Yember States shall fix the rate of excise duty per hectolitre of the
product. All products within each of the three categories in .

Article 3 shall be liable to the same rate of duty. However, Member
States may sub-divide the products in category (b) by reference to |
the actual alcohol content provided that products of the same actual
alcohol content By volume belonging to that category shall be-subject

t0 the same rate of dutye.

The incidence of excise duty on the pure alcohol content of any
products in category (b) of Article 3 of this Directive shall not
exceed 60% of the rate of excise duty on alcohol provided for in
Article 5 of the Directive on the harmonisation of excise duties on

alcohol.

. epwedea oo

o m— am——————



A

£ p— ot niterr bt it el . v - by

Lo TTT (relating to Question 4)
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le In derogation from the provisions of this directive and until 2 date
whieh ohell e fixed by the Council on the dbasis of a proposal from the
Cor.innien, but which chall not be later than that on which the charging
el tax on impnris and the remission of tax on exports in trade between
Dt Stztes are aboliched, the Federal Republic of Gemmany is authorised
a:st to apply exeise duties to wine of category {c) of Article 3; Italy

i~ thorined not to apply excise duties to wine of categories {a) and

’ ~ . - .
{7 o7 ArticYe 3, and Be-glum, the Grand Duchy of Luxembourg and the
Watlarlands are authorised apply the regime set out in Article 1,

Tir-t raragraph, second sub—parasraph, of the protocol concerning the
Sroa” Duchy of Luwenbeurs, to wine of category (c) of Article 3 which is
of Lnxembourg origin, subject to the conditions set out in Article 1 of
Regulation (EEC) Moo 2217/75 of the Council of 156 December 1975.

". {n the basis of a report from the Commiscion, the Council shall
iz the situation coucerning the derogations mentioned in paragraph 1
cvwnr L oyears and, acting on a proposal from the Commission, shall decide
whotlar they shall be abvolished,



frrex IV (relating to Question 7)

The following interpretation of the word "indirectly"™ in Article 35
(alcohol), Article 25 (wine) and Article 18 (beer) would be inserted in

the minutes of the Council:

"Where the field of applicafion of a tax makes no reference to
. alcohol (wine) (beer) and the tax is not expressed in terms of
the content of alcohol (wine) (beer) then, notwithstanding that

the products subject to such a tax may contain alcohol (wine)

(veer), such a tax shall not be considered as indirect taxation

of alcohol (wine) (beer) in the sense of these Articles"..
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