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1"D7TECTIVE‘92/79/EEC (Approximation of taxes on
cigarettes)

= Directive 92/80/EEC (Approximation of taxes on
manufactured tobacco other than,cigareties)

= Directive 95/59/EEC (Taxes other than turnover
taXES which affect the consumption of

Codification of the three Directives Is In preparation
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'- Improve the ¢ operatlon of the internal market:
— Establish minimum excise duties
— Approximate the structure of excise duties

= Prevent distortion of competition between
different tobacco products
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NB No health policy objectives!




= Cigars and Cigarillos

= Smoking tobacco —
— Fine-cut tobacco for the rolling of cigarettes e
— other smoking tobacco







=l S EU minimum duty (57% and €
: 60/64 per 1000 of MPPC)

—

specific
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pecifi5 excise duty
*Ad valorem excise duty
VAT |

MPPC — Most Popular Price Category



_:_Cbombinatiorr of and
— Compromise between southern MS (producing
raw tobacco and preferring ad valorem taxation)

and northern MS (not producing raw tobacco
and preferring specific duty)

— National brands of southern MS are produced
=yyith their own, cheaper, national tobacco. Ad

" valorem s&ﬁ fayors theggggmducts over
-g'gar natienal’orands, produced with

more expensive tobacco
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. Exmse duty on mgareTtes must consist of a SPECIFIC and

an AD'VALOREM element
— Specific:
= A fixed amount per 1000 cigarettes
= between 5% and 55% of total tax (excise + VAT)

— Ad valorem:
=_- A perncentage of Tax Inclusive Retail Selling Price ...
nran

(TIRSP e —
applled to mgarettes of all price categories

e ad valorem % are
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. M|n|mum |éV€|‘6f taxatlon
- —57% of the TIRSP of cigarettes and
— € 60 per 1000 cigarettes (€ 64 from 1/07/2006)

— Both established by reference to MPPC
(Most Popular Price Category)
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Deroga't]onf eml trainsiton r)r*rJorIJ

= MS wth minimum: excise duty of at Ieast € 95/1000 (€ :
~ 404/41000rsince 1/07/2006) for MPPC do not need to
comply with 57% rule (Sweden, Denmark)

= Transition period for Greece and Spain: € 64 have to be
reached by 1/1/2008 (though currently Greece has €
/8/1000 and Spain € 69/1000)

= Transition periods for the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Poland, Slovakia and Slovenia:

have to'be reached by 31/12/2007 — 31/12/2009,
= ransitio ce:l Se duties can be
0 cigarettes for Corsica until 34/42/2009
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Cotornzl rlnirnurr exclse duty
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= Legal basis
~ — Article 16(5) of 95/59/EEC (cigarettes)
= Requirements:

— Applied to cigarettes sold at price lower than
MPPC

—Cannotiexceed the excise duty levied on MPPC

Siinmeduced amminimum excise duty on
clgarettes
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- Specific: 1 EUR
- Ad valorem: 0.8 EUR (27% of TIRSP)

- Total: 1.8 EUR (60% of TIRSP)
Price excluding VAT 2.5 EUR
VAT 20% 0.5 EUR

Notes: - Total tax (excise + VAT) = 2.3 EUR or 77% of TIRSP
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Tz and TIRSP differentlals In VIS (J)
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- Aﬁer the emaTgemeﬂt the differentials have
- widened (EU15: 1/4, EU25: 1/7)

= Resulting from differences in:

— EXxcise duty rates
B

ructure of excise duties
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—=— Purchase Pow er Standard —e— Average TIRSP in EUR Average pre-tax price in EUR

TIRSP and pre-tax price in EUR




Teucand TIRSP differentzls in Ms (1)
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" Aﬁer the emaTgﬁmeﬁt the differentials have
~ widened (EU15: 1/4, EU25: 1/7)

= Resulting from differences in:

— Pre-tax prices (depending on purchasing power) and retail margins

— Structure of excise duties
B

(15-25%) oni tobacco products (multiplier effect) ‘_ﬁ

—
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Excise tax incidence on MPPC
Jan 2005 (% of MPPC)
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XCISE auty rates in

=JR/1000

Excise tax yield on MPPC

Jan 2005 (Euro/000)
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Teucand TIRSP differentzls in Ms (1)
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" Aﬁer the emaTgﬁmeﬁt the differentials have
~ widened (EU15: 1/4, EU25: 1/7)

= Resulting from differences in:

— Pre-tax prices (depending on purchasing power) and retail margins
— Excise duty rates

-

(15-25%) onitobacco products (multiplier effect) ‘_ﬁ
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Sitwation as ar ! Jaruary 2006

Cigarettes

e s Overall Minimum Excize Dwny
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Tz and TIRSP differentlals In VIS (J)
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- Aﬁer the emaTgemeﬂt the differentials have

- widened (EU15: 1/4, EU25: 1/7)
= Resulting from differences in:

— Pre-tax prices (depending on purchasing power) and retail margins
— Excise duty rates
— Structure of excise duties
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Total tax yield (excise and VAT) on MPPC
Jan 2005 (EUR/000)

151 148
I I 157 136 120
II 113
105 103

75

Hﬂﬂhﬁﬁﬁﬁﬁ

UK IRL F DK D FIN S M NL B A 1 CY GR L P E Sl H SK PL CZ EST LT LV




Retail selling price MPPC

Jan 2005 (EUR/20)

O €3.61



Teucarnd =SSP differerials in WIS (1)

= Consequences;
— Increased cross border shopping
— Contraband

= Countries affected:
— France, UK, Germany (inflow. from low taxing

o ——
%MMMMma Russia,
elarus, Ukraine)
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[axation of other tobacco
products
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= Cigarettes (majority of market)
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Mriirnurn level of teLErtorn
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Cigars and Ad valorem 5% of TIRSP or € 11 per 1000
‘cigarillos — duty (% of max items or per kg
TIRSP)
: OR =
Fine-cut : 36% of TIRSP or € 32 per kg
Specific duty
tobacco
(per kg or per

number of

items)
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i

both

tobacco
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Derogator
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-Trah5|t|on p‘éﬂﬁi’fﬁr_ﬁance lower excise

duties can be levied to tobacco products for
Corsica until 31/12/2009
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Op'tional rrlnlrnrcr) exclse duty
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— Artlcle 3 of Directive 92/80 (other tobacco
goods)

= Requirements:

— Applied only in cases where the structure of
excise duties is either'ad valorem or mixed

—i
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—_ R cent changes and future
plans
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