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Symbols for procedures

Consultation procedure

majority of the votes cast

Cooperation procedure (first reading)

majority of the votes cast

Cooperation procedure (second reading)

majority of the votes cast, to approve the common position
majority of Parliament’s component Members, to reject or amend
the common position

Assent procedure

majority of Parliament’s component Members except in cases
covered by Articles 105, 107, 161 and 300 of the EC Treaty and
Article 7 of the EU Treaty

Codecision procedure (first reading)

majority of the votes cast

Codecision procedure (second reading)

majority of the votes cast, to approve the common position
majority of Parliament’s component Members, to reject or amend
the common position

Codecision procedure (third reading)

majority of the votes cast, to approve the joint text

(The type of procedure depends on the legal basis proposed by the
Commission.)

Amendments to a legislative text

In amendments by Parliament, amended text is highlighted in bold italics.
Highlighting in normal italics is an indication for the relevant departments
showing parts of the legislative text for which a correction is proposed, to
assist preparation of the final text (for instance, obvious errors or omissions
in a given language version). These suggested corrections are subject to the
agreement of the departments concerned.
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DRAFT EUROPEAN PARLIAMENT LEGISLATIVE RESOLUTION

on the proposal for a Council decision authorising Portugal to apply a reduced rate of
excise duty on locally produced beer in the autonomous region of Madeira
(COM(2007)0772 — C6-0012/2008 — 2007/0273(CNS))

(Consultation procedure)
The European Parliament,

— having regard to the Commission proposal to the Council (COM(2007)0772),

— having regard to Article 299(2) of the EC Treaty, pursuant to which the Council consulted

Parliament (C6-0012/2008),

— having regard to Rule 51 of its Rules of Procedure,

— having regard to the report of the Committee on Regional Development and the opinion of

the Committee on Agriculture and Rural Development (A6-0146/2008),

1. Approves the Commission proposal;

2. Calls on the Council to notify Parliament if it intends to depart from the text approved by

Parliament;

3. Asks the Council to consult Parliament again if it intends to amend the Commission
proposal substantially;

4. Instructs its President to forward its position to the Council and Commission.
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EXPLANATORY STATEMENT

On 30 May 2007 Portugal seized the European Commission of a request for a derogation from
Article 90 of the Treaty in order to apply a rate of excise duty lower than the national rate
fixed in accordance with the provisions of Council Directive 92/84/EEC of 19 October 1992,
to beer produced in Madeira in cases where production does not exceed 300.000 hectolitres.
This, in Portugal's view is essential for the survival of the local brewing industry.

Breweries in Madeira already benefit under the provisions of Article 4 of Council Directive
92/83/EEC which allows Member States to provide for the application of reduced rates of
excise duty which must not be less than 50% below the standard national rate on beer
produced by small independent breweries whose production does not exceed 200.000
hectolitres.

Increased tourism has boosted production of one local brewery to a level dangerously close to
the statutory limit beyond which it will no longer qualify for reduced rates. It will then face
severe competition from both large national and multi-national breweries which, unlike the
small remote companies in Madeira, benefit from large marketing services, economies of
scale and lower production costs.. As the Commission points out in its Explanatory
memorandum, even with the 50% fiscal advantage, prices of locally produced beer are still
7.5% higher than the retail price of beer brewed on mainland Portugal, should that advantage
disappear local production would be unable to compete.

Your rapporteur agrees with the European Commission in its assessment of the need to
maintain the reduced rate of tax despite an increase in production levels. In increasing the
qualifying production level from 200.000 hectolitres to 300.000 hectolitres, the Commission
has taken due account of any effect this may have on the single market. It points out that this
measure only affects one of the two breweries on the island of Madeira and that its effects can
therefore be considered minimal. Beer imported into Madeira from breweries located in
mainland Portugal or elsewhere will not benefit. In order to further ensure that the increased
production rate does not give an unfair advantage to Madeira companies in the context of the
total Portuguese market, it is specifically provided that production in excess of 200.000
hectolitres! will only benefit to the extent it is consumed locally

In your Rapporteur's opinion, whilst the proposed decision is essentially technical it is
important that Parliament review it to ensure that the qualifying conditions governing the
original authorization still exist and to control that no undue advantage was being given to one
sector of the beer market.

! The present limit on the level of production.

PE402.492v02-00 6/10 RR\402492EN.doc



1.4.2008

OPINION OF THE COMMITTEE ON AGRICULTURE AND RURAL
DEVELOPMENT

for the Committee on Regional Development

on the proposal for a Council decision authorising Portugal to apply a reduced rate of excise
duty on locally produced beer in the autonomous region of Madeira
(COM(2007)0772 — C6-0012/2008 —2007/0273(CNS))

Draftsman: Luis Manuel Capoulas Santos

app
SHORT JUSTIFICATION

Commission's proposal

Portugal is seeking a derogation from Article 90 of the Treaty in order to apply a rate of
excise duty, lower than the national rate fixed in accordance with Council Directive
92/84/EEC of 19 October 1992 to locally produced beer in Madeira by independent breweries
whose annual production does not exceed 300 000 hectolitres instead of 200 000 hectolitres.

Portugal has explained that it considers such a move to be essential for the survival of the
local brewing industry, as increased tourism has caused one of the two breweries located in
Madeira to be approaching an annual production of 200 000 hectolitres, a quantity above
which its entitlement to reduced rates under existing provisions would cease. However,
should breweries located in Madeira reach production in excess of that threshold, this would
not mean that they were in a sufficiently strong position to face up to competition from beers
from mainland Portugal (or mainland Europe).

Their share of the local market would most likely continue to shrink due to strong competition
from foreign beers and insufficient possibilities offered by Article 4 of Council Directive
92/83/EEC of 19 October 1992 on the harmonisation of the structures of excise duties on
alcohol and alcoholic beverages to offset the disadvantages suffered by the breweries in
Madeira on account of their remote location, fragmented terrain and tight local markets.
Additional costs comprise maintaining high level of stocks, transport of raw and secondary
materials, and packaging from mainland Portugal.
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Notwithstanding competitive pressure, the retail selling price of a Madeira beer (at EUR 128
per hectolitre) is currently about 7.5 per cent higher than the retail selling price of beer brewed
in mainland Portugal and sold on the market of Madeira (at EUR 119 per hectolitre).
Therefore, if those breweries lose the benefit of the tax reduction, the difference in the retail
selling price would increase to at least 15 per cent (EUR 137 per hectolitre).

Thus, even though such breweries would, upon reaching 200 000 hectolitres annual
production, cease to be "small" as defined in the said Article 4, they would nonetheless
continue to be small compared to the large national and multi-national breweries with whom
they compete.

It is, therefore, essential for continued survival of the local industry that a brewery should
benefit from a reduced rate in case its annual production exceeds 200 000 hectolitres and is
consumed locally, without however going beyond 300 000 hectolitres. This derogation would
last until 31 December 2013 and would be reviewed mid-way.

Draftsman's position

The draftsman shares the opinion of the Commission and wishes to see the application of a
reduced rate of excise duty, which may fall below the minimum rate but shall not be set more
than 50 per cent lower than the standard national excise duty rate for Portugal, to beer
produced in the autonomous region of Madeira by independent breweries whose total annual
production does not exceed 300 000 hectolitres; production in excess of 200 000 hectolitres
will benefit from the reduced only to the extent it is consumed locally.

skokeoskoskosk skosk

The Committee on Agriculture and Rural Development calls on the Committee on Regional
Development, as the committee responsible, to propose approval of the Commission proposal.
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