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Main EU developments over the last five months of
interest to the hotel, restaurant and café sector

Taxation
QO The VAT saga goes on... back to square 1... or worse, to square 0!
Q Excise duties on alcoholic beverages
Q EC ruling on deposits received by hotels - not subject to VAT

European Hospitality Quality

O EHQ - HOTREC’s umbrella quality scheme at EU level
Health
Q Launch of the Alcohol and Health Forum
Q EP Resolution on an EU Alcohol Strategy
Q EP own initiative report on the Green Paper “Towards a Europe free
from tobacco smoke”
O New Eurobarometer on “Attitudes of Europeans towards tobacco”
QO European Commission White Paper on Nutrition
Q EU Platform on Diet, Nutrition and Physical Activities “Beyond
20077
Q Hygiene of foodstuffs and micro-enterprises
O Revision of EU rules on general food labelling and nutrition
labelling
Tourism
Q EP own initiative report on tourism
O Commission’s “Agenda for a sustainable and competitive European
tourism”
Q European Tourism Forum
a Tourism statistics
Standardisation
O Business Plan of ISO TC 228 approved: the saga goes on!
Copyright
O Hotel rooms and neighbouring rights
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Consumer affairs
O Consultation on the revision of the Package Travel Directive
Q Commission proposal to replace the Timeshare Directive 94/47/EC
O Rome | Regulation on cross-border contractual disputes
Q Traditional pints of beer will not disappear!

Environment
Q Green Paper on adaptation to climate change

Social affairs
Q Sanctions against employers - new Directive?
Q Reconciliation of professional, family and private life - second
stage consultation
O Commission Communication on Flexicurity

Eurozone
Q Malta and Cyprus join the Eurozone from 2008
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TAXATION

o The VAT saga goes on... back to square 1... or worsesguare O!

As explained irLive from Brussels N° 38ndN° 4Q Directive 2006/18/EC provided
that “by 30 June 2007 at the latest the Commission spedsent to the European
Parliament and the Council an overall assessmepobnteon the impact of reduced
rates applying to locally supplied services, inéhgdrestaurant servicesiotably in
terms of job creation, economic growth and the profunctioning of the internal
market, based on a study carried out by an indepenhdconomic think-tank.”

On 5 July 2007, the European Commission releageackage of VAT rates-related
documents. With this package, the Commission irgéade-launch a broad debate on
VAT rates. In one of these documents, a Commuimicdibn VAT rates other than
standard VAT rates"the Commission nonetheless already gives sonieaitnahs on
what the future VAT rate regime could look likectiuld allow for 2 types of reduced
rates:

- A very low reduced rate (0-5%)for products of first necessity, serving the
basic needs of citizens such as food,;

- A second reduced rate(10-12%) for other purposes, which are not basic
needs, but felt as deserving preferential treatnientother reasons (e.g.
cultural and educational reasons, public transpariployment, energy and
environment, etc). The Communication raises thestije whether this
second rate should also be applied to the complaising sector, restaurant
serviceschildrens’clothes and baby nappies.

- [The Communication is, in principle, only dealingithv reduced rates.
Indirectly it nonetheless also deals with the staddrate: all categories of
goods and services not eligible for the 2 reducsdsr will necessarily be
subject to thestandard rate.]

The current system of VAT rates was adopted in 19%2se arrangements were, in
principle, transitional, but still apply. Under shéystem, Member States are required
to have a single standard rate (not lower than 1&86) may also apply one or two

reduced rates (not lower than 5% with, however,eserteptions).

The current system gives Member States the opticapply a reduced VAT rate to
accommodation services. Currently, 21 out of 27 MenStates apply a reduced rate
of less than 15% to hotels.

As far as restaurant services are concerned, tmeigle is the standard rate.
However, the system introduced in 1992 provided thdéember States which at 1
January 1991 applied a reduced rate to restauramvises..., may continue to apply
such a rate to such supplies’Furthermore4 of the 12 new countries negotiated in
their accession treaties the possibility to appliil 81 December 2007 a reduced rate
to restaurant services: Cyprus, Hungary, PolandSiadenia.Currently, 11 Member
States out of 27 apply a reduced rate of less1b&fito restaurants.



Where does the approach suggested in the Commigxommunication leave the
hospitality industry?

The documents issued on 5 July 2007 require alddtanalysis. A first reading leads
unfortunately to the following conclusions:
* Restaurants could be subject to the intermediatie, fzut not necessarily;
* Hotels, which are not mentioned as candidates &mtuced rates, could be
subject to the standard rate.
Under the worst scenario, which the Communicatioasdnot exclude, both hotel and
restaurant services would be subject to standatds@n all Member States.

This is the exact opposite of what HOTREC has awlagen advocating: the
application of the lowest possible VAT rates tohbbotels and restaurants in all
Member States. HOTREC and its Member Associatimesid to continue to defend
fiercely this solution.

o Excise duties on alcoholic beverages

As explained irLive from Brussels N°38ndN°40, the European Parliament and the
Council of Ministers are discussing, since 2006C@mmission proposal (COM
(2006) 486 final) for increasing the minimum exciigies on alcohol and alcoholic
beverages to take account of inflation since 1982¢( of adoption of the Directive
setting the minima currently in force).

A first version of the report by the European Ramient's Economic and Monetary
Affairs Committee, suggesting repealing the wha®2L Directive, was rejected by
the EP plenary session in May. The same Commitiea proposed to limit the
increase to 4,5%, reflecting inflation since théaegement in 2004. This new solution
was also rejected by the EP plenary in July. lmktehe Parliament invited the
Commission to withdraw its proposal. Now it is upthe Council of Ministers for

Finance (ECOFIN), to make a decision: in taxaticatters the Parliament’s position
is only advisory and in no way binding. But the H&® Council must decide

unanimously.

The Ministers for Finance will probably not takeyatecision before the Commission
publishes the study they asked for in November 200@ Council then invitedthe
Commission to carry ouad comprehensive study of the taxation of alcohal an
alcoholic beverages, including trends in competitpositions and on levels of taxes
and prices, and to present the results of thatystlting the first half of 2007, with a
view to facilitating further Council decision-maljims regards alcohol taxation”.

HOTREC will continue to follow the developmentstbis issue as excise duties
influence directly the price of drinks served.



o ECJ ruling on deposits received by hotels — not gab to VAT

On 18 July 2007, in its judgement in the case C/25,the European Court of Justice
ruled that ‘a sum paid as a deposit, in the context of a cantralating to the supply
of hotel services which is subject to VAT, is tadgarded, where the client exercises
the cancellation option available to him and thatrsis retained by the hotelier, as a
fixed cancellation charge paid as compensationthar loss suffered as a result of
client default and which has no direct connectiathwhe supply of any service for
consideration and, as such, is not subject to tht

The question had been raised by the French Cod'égdt, further to lower courts’
decisions thatWhere a deposit is retained by the company in teateof cancellation
by the client, it constitutes the remuneration toe supply of a service consisting in
client reception formalities, opening a booking: fibr the client and entering into an
undertaking to reserve accommodation for’hiand therefore is subject to VAT.

HOTREC welcomes the judgement of the European ©bdtistice.

EUROPEAN HOSPITALITY QUALITY
o EHQ - HOTREC'’s umbrella quality scheme at EU level

On 31 August 2007, HOTREC officially launched ther@pean Hospitality Quality
scheme (EHQ).

The EHQ scheme is an umbrella quality scheme, dpedl and managed by
HOTREC, to be used as a reference model at Eurolesah for national/regional

quality schemes, as far as they cover hospitatgl#ishments and their activities.
This new scheme is not intended to replace the rmumseexisting schemes at
national/regional level but it proposes a systenef@luating them.

The EHQ logo is in the process of registration asokbur, complex, collective
Community trademark, with protection extended tat&svland, Norway, the Former
Yugoslav Republic of Macedonia, Liechtenstein anahito.

On the same day, HOTREC also announced the acieditof the Swiss quality

label under the EHQ scheme. The “Quality LabelSaiss Tourism” is thus the first

national scheme to be accredited under EHQ. Em¢epentitled to bear the Swiss
“Q” are now entitled to use additionally the EH®@dhfor advertising purposes.

With the launch of the European Hospitality Quaitheme, HOTREC demonstrates
its commitment to facilitate the benchmarking amanparison of existing quality
management schemes in Europe, using a bottom-uagp and in full respect of
the principle of subsidiarity.



HEALTH
o Launch of the Alcohol and Health Forum

As announced iLive from Brussels N°4Ghe European Commission launched the
Alcohol and Health Forum on 7 June 2007, usingBEbkePlatform on Diet Physical
Activity and Health as a model. As indicated infasnding Charter, the objective of
the Alcohol Forum is to provide a common platformEdJ) level for all interested
stakeholders (economic operators and NGOs) whowvdlieg to “devote time and
resources to adopt meaningful actions to prevecotabl related harrh EU Member
States, EU institutions, the World Health Organdsatand the International
Organisation of Vine and Wine will participate &ldservers”.

The Forum is to meet twice a year and to be chdyetthe Commission’s Directorate
General for Health and Consumer Protection (DG SBNC

Members of the Forum have to subscribe to its fmq@&harter and bind themselves:
* to submit written commitments (in the form of coster action plans with
deadlines) aimed at reducing alcohol related harm,;
* to monitor the implementation of the submitted @tplans; and
» to evaluate the performance of their commitments.

The European Commission stressed that tiparticipation for the sake of
participation will not be possible as members wied to report on what they have
done and their achievemehts

At the signing ceremony of the Forum Charter, MypKanou, Commissioner for
Health and Consumer Protection, pointed out thashall abuse related harms could
only be tackled effectively if the issue ikigh not only on the public health agenda
but also on the agenda of all stakeholdefhe Commissioner explained that he is
expecting economic operators to take on their parthe work and assume their
responsibility: ‘media, advertisers, retailers, owners of pubs/bansl restaurants
play an extremely important role in changing atiiés and behaviours especially
among young people

The fist meeting of the Alcohol Forum will be hedd 17 October 2007 in Brussels.

The text of the Charter establishing the Alcohalufo can be found at:
http://ec.europa.eu/health/ph determinants/lifdeficohol/alcohol charter en.htm

HOTREC and its national associations share the eam of public authorities at all
levels in relation to alcohol abuse related hartdH© TREC members have since long
been involved at national level in various campaigagainst drunk driving and
alcohol abuse.

HOTREC considers that the Alcohol Forum should beplatform for the

dissemination of best practices within the EU, fioming with simple procedures to
facilitate the participation of all stakeholders thout creating additional

bureaucratic burdens.



With its experience of the EU Diet Platform, HOTRIE&S concerns in relation to the
“commitments process” proposed by the Alcohol Fariiime procedure may work for
European Federations having few big corporate membmit it appears hardly
workable for an umbrella organisation representsch a wide and diverse sector
as the hospitality industry, with over 90% of it#e¥prises employing less than 10
people. Nevertheless, HOTREC and its national agsons will thoroughly discuss
in presence of Mr. Robert Madelin, Director Geneos&dIDG SANCO, the opportunity
of joining the Alcohol Forum at their General Assdyon 28 September 2007.

o EP Resolution on an EU Alcohol Strategy

As announced irLive from Brussels N°4Qhe European Parliament adopted on 5
September 2007 a Resolution on the “EU Alcohol t8g@ proposed by the
Commission in October 2006 (COM(2006)625final) eTResolution is based on a
report drafted by MEP Foglietta (ltaly).

Paragraph 11 of the Resolution is particularlyvate to the hospitality industry. The
European Parliament calls on the Commission and IdenStates“with the
involvement of relevant NGOs and economic operatotise context of the European
Alcohol and Health Forur...]” to adopt a number of measures, amongst which:

i) “to limit the access to and availability of alcolwtirinks for young people
[...] by intensifying controls on sellers and distrilnstosuch as restaurants
and bars supermarkets and retailers

iii) “to involve retailers and the catering industry dentifying and implementing
concrete measures to prevent the selling and sgrefralcohol and alcohol
pops to minors;

V) “to draw up guidelines, to be implemented at natfideeel, setting an age
limit for purchasing, selling and serving alcohotlanks;’;

vil)  “to provide more possibilities to know and verifg thlood alcohol content
also through[...] the widespread availability of breath-analyserspecially
in discos, pubs and stadiuhs],” .

In paragraph 32, the Parliament invites all stald#rs to promote Within the
European Alcohol and Health Forum, the implementatof concrete actions and
programmes to tackle alcohol related hafm]”.

The full text of the EP Resolution can be downlahde
http://www.europarl.europa.eu/sides/qgetDoc.do?ptREP// TEXT+TA+P6-TA-
2007-0377+0+DOC+XML+VO//EN&lanquage=EN

HOTREC welcomed the EP Resolution as it acknowetige “drinking habits and
traditions vary between different parts of the EBNd that “political measures at
national or EU level can never be a substitutetfa responsibility for moderate and
limited alcohol consumption, which ultimately li@gth the individual and the
family”. Furthermore, HOTREC supports the EP’s caill the European Commission
and the Member States to address the risks relatemlcohol abuse among young
people with, amongst others, the launch of edunatampaigns. It confirms



HOTREC's view that “education” is key: public awottities at all levels have a major
role to play in this respect.

o EP own initiative report on the Green Paper “Towasdh Europe free from
tobacco smoke”

Further to the consultation process launched by @oenmission Green Paper
“Towards an Europe free from tobacco smoke: potipyions at EU level” on 30

January 2007 (COM(2007) 27 final) (skare from Brussels N°30the European

Parliament is preparing a Resolution on the topic.

On 12 September 2007, the Committee on Environnféablic Health and Food
Safety (ENVI) voted the report prepared by MEP &har (Germany). This report, the
official text of which is not yet available:

o calls on the Commission to:
- designate environmental tobacco smoke as a clasgclnogen as soon as
possible;
- propose measures for not allowing cigarette mashiode placed where they
are accessible to young people;

o calls on Member States to:
- introduce, within two years, an unrestricted smgkiman in all enclosed
workplaces, including catering establishments, ianall public buildings and
transport in the EU.

It is worth noting that in his draft report, Mr. dfénz originally called on the
European Commission to propose such a ban from.290&ever, the MEPs in the
ENVI Committee, finally decided that the issue cemader the Member States’
responsibility.

The final adoption of the text by the Parliamengxpected in the Strasbourg plenary
session of October 2007.

Since years, the member associations of HOTREC e sharing the concerns of
the European and national authorities in relatian the health damages caused by
active and passive smoking, with regard to botlemgployees and its consumers.

However, they consider that smoking rules shoutdatly reflect the attitudes and
demands of society vis-a-vis smoking and evolymiallel with these. Therefore, as
stated in HOTREC's reply to the Green Paper, inwief the recent multi-fold

developments in all EU countries relating to theokimg/non-smoking issue,
HOTREC s of the strong opinion that any intervention at Hevel is not only

superfluous but would also intervene in an inappite manner with national

legislation and/or voluntary initiatives taken ational level.



o New Eurobarometer on “Attitudes of Europeans towardobacco”

On 22 May 2007, on the occasion of the “World Ndd@cco Day”, the European
Commission issued a new Eurobarometer survey on‘Attgudes of Europeans
towards tobacco” (field work October-November 20p6@blication May 2007). The
Eurobarometer addresses a number of issues imoretat smoking: level of tobacco
consumption, level of exposure to tobacco smoketudés towards smoke free
policies, etc.

Some chapters/sections are particularly relevatitedospitality industry, such as:
- Chapter 3, section 2.1JEXposures to tobacco smoke in indoor workplaces or
offices, p. 25;
- Chapter 4, section ZSmoke-free public placep. 30;
- Chapter 4, section Smoke-free restauraritp. 35;
- Chapter 4, section 88moke-free bars and pubgp. 37

According to the Eurobarometembst Europeans declare support for smoke-free
policies. However, it is interesting to note thahé highest level of support (88%) is
for smoke-free offices and indoor workplaces ad aelfor indoor public spaces
(metro, airport, shops, etc.) while the lowest sarppevel (62%) is for smoke-free
bars and pubs The survey also shows that.citizens in countries where
comprehensive smoke-free policies have already bessduced, such as Ireland,
Sweden and lItaly, are most in favour of theMoreover, ‘the majority of smokers
themselves favour smoke-free restaurants, officesather indoor workplaces and
indoor public spacés With regard to the issue of exposure to tobaccokemthe
Eurobarometer concludes thahé largest group of EU citizens who say they are
exposed to tobacco smoke on a daily basis workstaurants, pubs and bars - 7 out
of 10 of these respondents state that they aresexpon a daily basis”

The text of the special Eurobarometer on tobacodeadownloaded at:
http://ec.europa.eu/health/ph_publication/eurob&tens en.htm

o European Commission White Paper on Nutrition

The Commission finally issued its White Paper &dit‘A strategy for Europe on
Nutrition, Overweight and Obesity related healthsues on 30 May 2007
(COM(2007) 279 final) (sekive from Brussels N°30

The White Paper — “a non-legislative document psapgpfor actions” - establishes an
EU strategy on nutrition to fight obesity. Accorgito the Commission, the levels of
overweight and obesity have been rising dramagiaaler the last three decades in
the EU population, in particular among children g@wdple “in low socio-economic
groups”.

In order to counter successfully this worseninghdiethe White Paper proposes
actions in different policy areas (internal markegmmon agricultural policy,
transportation, urban planning, research, etc.)andrious levels (national, regional
and European). A “partnership approach” is deenredia to deliver an effective
response to the problems related to overweighaedity.



In this respect, the Commission intends to pursukdevelop the activities of the EU
Platform for Action on Diet. The Diet Platform, whi was launched in March 2005
and gathers stakeholders committed to put in plalentary actions to combat
obesity, is considered by the Commission as “atkelin implementing its nutrition
strategy”. Member States are encouraged to seimifasfora at national level, using
the EU Platform as a model. In view of improvinge thiaison with national
governments and the exchange of best practicedJdetel, the Commission also
plans to set up a “High Level Group”, which willcias on nutrition and related issues.

Opting for a “partnership” and voluntary approathe White Paper stresses the
importance of the “private actors” for successfutgversing the trend towards
obesity. According to the Commission, the “food ustty (from producers to

retailers)” has a major role to play in developingalthy choices for consumers
(foodstuffs reformulation) and in keeping consumanormed (marketing and

advertising).

In 2010 the Commission will evaluate the resultgt®ftrategy and “to which extent
actors across the EU are contributing to the aemmnt of the objectives”. In
particular, the 2010 review will assess the eftddhe self-regulatory measures taken
by the industry and determine whether it is neggdsaadopt different strategies.

The text of the White Paper can be found at:
http://ec.europa.eu/health/ph determinants/lifdesiytrition/keydocs nutrition en.h
tm

HOTREC, which shares the concerns of public autiesriin relation to the rising
levels of obesity, in particular amongst childremelcomes the White Paper as it
acknowledges that “the individual is ultimately pessible for his lifestyle and that of
his children”. Furthermore, the White Paper confsrlOTREC'’s views that diets
and eating habits vary greatly across Member Statebthat it is therefore essential
that actions are taken “at regional and local levehs these are closer to EU
citizens”.

However, HOTREC has reservations with regard to #teengthening of the
monitoring process in relation to the Diet Platforamd more generally to other
initiatives mentioned in the White Paper. Via apdly “voluntary” commitments,
the Commission is indirectly binding enterprisestbin line with its own approach!

o EU Platform on Diet, Nutrition and Physical activiés “Beyond 2007”

The EU Diet Platform, created in March 2005 (kee from Brussels N°32 and 34
continues its activities under the aegis of the @asion Directorate General for
Health and Consumer Protection (DG SANCO). Sinentithe membership of the
Platform has widened and its structures and pragesdoeed to be re-assessed. The
Commission recently issued a document “Beyond 2@Bvivhich a first discussion
was held at the last plenary session of the Platimm 20 September 2007. The aim is
to simplify the “commitment and monitoring” proceds.
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HOTREC reiterates its reservations with regardite tcommitments and monitoring
process” proposed by the EU Diet Platform. The jgehare may work for European
Federations having few big corporate members bapgears hardly workable for an
umbrella organisation representing such a wide dnerse sector as the hospitality
industry, with over 90% of its enterprises emplgyless than 10 people.

HOTREC considers that the EU Diet Platform shoulel & platform for the
dissemination of best practices within the EU, fioming with simple procedures to
facilitate the participation of all stakeholders tiout creating additional
bureaucratic burdens.

o Hygiene of foodstuffs and micro-enterprises

As reported irLive from Brussels N°4@n 6 March 2007, the European Commission
(DG Enterprise) issued a proposal to amend Regula@b2/2004 on the hygiene of
foodstuffs in order to exempt micro-enterprisesjuding restaurants and bars, from
the obligation to put in place, implement and maintain a permanemicedure or
procedures based on the HACCP [Hazard Analysis @ndical Control Points
requirements] principles”.

In accordance with the EU legislative process,Gbenmission proposal is now being
reviewed by the Council and the European Parliamgsatfar as the Parliament is
concerned, the works have been delayed, as theedbss been transferred from the
(initially responsible) Committee on Transport armurism to the Committee on the
Environment, Public Health and Food Safety (ENVIn@ottee). MEP Horst
Schnellhardt (Germany) has recently been appoinggaporteur” for this dossier and
is expected to present its draft report to the ER@mmittee soon.

HOTREC, which asked for the exemption of microfprites from the strict
application of HACCP obligations at the time ofalission of Regulation 852/2004,
welcomes the European Commission’s proposal auidcgreatly contribute to
reducing too heavy administrative burdens for v@mnall businesses without lowering
hygiene standards. HOTREC will continue to folldasely this dossier to ensure that
the interests of the hospitality establishmentsvall as of their guests are taken into
full consideration.

o Revision of EU rules on general food labelling amaitrition labelling

The European Commission is to present a legislggreposal to review the existing
rules on general food labelling and nutrition ldibgl, by the end of 2007. According
to the Commission, there is a need for a new typgegislation, capable to adapt to a
continuously changing market and capable to meeswuoer’'s needs without being
burdensome for the industry.

Once approved by the Commission, the proposal ellsent to the Council of

Ministers and the European Parliament for adoptimuer the EU co-decision
procedure.
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HOTREC will monitor carefully the developments loa matter to make sure that the
new regulation will not add burdens on restaurattur

TOURISM
o  EP own initiative report on tourism

On 19 June 2007, MEP Costa (Italy) released thé& dfaa European Parliament
report on a4 renewed EU tourism policy: towards a stronger tparship for
European Tourisfh (Provisional 2006/2129 (INI)) in response to @@emmission’s
Communication bearing the same title of March 2(€&& Live from Brussels N° 37
and N°40.

The draft report encompasses 8 sections:
* Tourism and EU visa policy;
» Statistics;
* Harmonisation of quality standards for hotel accadation in Europe;
* Labels;
e Consumer protection;
» Accessible tourism;
» Passengers’ rights; and
* Promotion of destinations.

Inter alia, it ‘tonsiders advisable and possible to establish aneom ground,
common criteria for the customer in order that he/fe able to ascertain, at the
moment he/she decides to travel abroad, that al Inate one or more stars, and to
understand the reason behind such classificatiwmrder to facilitate his/her choite
and calls onthe Commission to establish a methodology for argaduch minimum
standards on_safetgnd quality of accommodation services; stresses that such a
methodology could include the introduction of an E&@rk for accommodation that
would encompass pan-European common criteria pmogicconsumers with an
assurance as to the minimum level of quality toekpected whatever EU country
he/she visits

MEPs, members of the TRAN Committee, had until eridAugust to submit
amendments to the draft report. These amendmeatsdshe discussed and voted on
8 and 9 October. A vote in plenary session of theopean Parliament is scheduled
for November.

In relation to the draft report HOTREC mainly retge

* the focus on the hotel industryas if transparency of information for
consumers were only a concern in relation to thepitality industry;

» the confusion in the terminology usedransparency in relation to the use of
the words “quality”, “standards”, “classification”, “label”’, “EC mark” is
missing throughout this draft report; and

* much more importantly, thato attention is being paid to the voluntary,
industry and bottom-up approach adopted by HOTRECthe recent years
in relation to quality management and classificatioa its initiatives to set up

12



a European Hospitality Quality scheme as well asfdoilitate access to
information on “What do hotel stars mean?” and tenchmarking the
classification schemes in the different Europeamtaes.

HOTREC met with MEP Costa and discussed possiblendments with him.
HOTREC member associations will also send comnamtthe draft report to the
MEPs, members of the TRAN Committee.

Although this report is an “own initiative” exerasby the European Parliament, i.e.
not linked directly to the legislative procedure,could lead in the long-term to
legislative proposals by the Commission.

o Commission’s “Agenda for a sustainable and compett European
tourism”

As reported irLive from Brussels N°4@he European Commission launched in April
2007 a two-month long consultation relating to teeort issued in February 2007 by
the Tourism Sustainability Group. The aim of thensultation was to assist in the
preparation of a Commission Communication on anedn for a sustainable and
competitive European tourism”.

The Commission intends to release the Communicgtish before the European
Tourism Forum to be held in Portugal on 26 Octa@d7. A first discussion of the
Agenda with the industry should take place durhreyfEorum.

In its reply to the consultation HOTREC stressesl,itadid on several occasions
already, that “sustainability” should alsmmclude commitments by the Commission:
= Not to propose unnecessary regulation (which inetuthe commitment of
proper impact assessment of all measures likeljwpact tourism);
= Not to seek to impose standards when those canldimrated through
voluntary self-regulation;
= To work to cut red tape and modernise existing l&gn; and
= To coordinate the Community actions affecting temri

HOTREC and its member associations are already wgr&n closer, industry-based,
benchmarking, bottom-up approaches to the commaeness they are facing.
Therefore they do not favour any Community actiorelation to:
= Standards not initiated by the industry itself;
= Certification schemes not related to standardsiated by the industry itself
and which benefit mainly the certifiers;
» Classification schemes, which should be left to tegponsibility of the
industry and of national/regional authorities;
= The setting-up of networks to organise the exchaofjeest practices:
HOTREC is opposed to the setting-up of any Platforthe field of tourism,
based on the model of the Nutrition and Alcohol Ufor much too
burdensome for the concrete results to be expeaute years, national
associations have been usefully exchanging besttipes within their
European umbrella organisation.

13



o  European Tourism Forum

The 6" European Tourism Forum is to take place in AlgaRertugal on 26 October
2007. The main Forum theme will be “Sustainable &pament of Tourism
Destinations” and three panels will discuss thifaing topics:

- Management and Conservation of the Natural arituli Heritage;

- Management of Resources and Waste;

- Job Creation through Sustainable Management.

A “political session” will take place in the lateoming, with the participation of
Commissioner Gunther Verheugen, MEP Paolo CostaMinisters in charge of
tourism. The Forum will allow for a first exchangé views on the Commission’s
Communication on an Agenda for a sustainable and competitive European
Tourisnt, which will be released just before the Europ&amnrism Forum.

For further information, the official program anket registration, please visit the
following website:http://www.etfportugal2007.pt/

=] Tourism statistics

Eurostat, the EU statistical office, has recendleased the following publications
relating to tourism:
* EU remains a major player in international traveRD05,Statistics in Focus,
N85/2007;
* Inbound and outbound tourism in Eurofatistics in Focus, N52/2007;
e Summer tourism trends in 200Bata in Focus N8/2007;
* Tourism in Europe: first results for 200Bata in Focus N6/2007

The publications can be downloaded in English, Gernand French from Eurostat’s
website:

http://epp.eurostat.ec.europa.eu/portal/page?_gati@r3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-SF-07-B® remains a major player in
international travel in 2005)

http://epp.eurostat.ec.europa.eu/portal/page? gratier3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-SF-07-QBbound and outbound tourism
in Europe)

http://epp.eurostat.ec.europa.eu/portal/page? gratiey3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-QA-07-0Q@8ummer tourism trends in
2006)

http://epp.eurostat.ec.europa.eu/portal/page? grafier3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-QA-07-00@ourism in Europe: first
results for 2006)
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STANDARDISATION

o Business Plan of ISO TC/228 approved: the saga goes

As explained in various issues lole from Brussels (N°32, 33, 38, 39 and,480
established in 2005 the Technical Committee 228 ZP8) to develop standards for
tourism and related services, including hospitadityivities. However, since the first
plenary meeting (Tunis, March 2006) the nationaindardisation bodies (NSBs),
members of the Committee, had been unable to fintbresensus on its scope:
exclusion/inclusion of hospitality services?

After a special Task Force meeting on the TC’s sc@adrid, June 2006) and a
negative vote by correspondence by the NSBs (Sdgetie2006) on the proposal by
the Madrid Task Force to exclude hospitality segjdhe issue was still not solved. It
should have been put back on the agenda of thexdetbG 228 plenary meeting in
Bangkok in February 2007. However, shortly befdrat tmeeting, the 1ISO Technical
Management Board (TMB) decided unilaterally (Resolu14/2007) to confirm the

original scope suggested for TC 228, including riageand accommodation services.
This TMB Resolution also requestethat the initial Business Plan covering the
period until 2010 comprises only those work iteniene there is a known support
amongst the stakeholdérs

At the meeting in Bangkok (February 2007), no farttlebate on the scope issue was
allowed, notwithstanding the request by industakeholders for its inclusion on the
agenda, which was supported by a number of nataelabations.

Between February 2007 and September 2007, variewsions of the TC 228
Business Plan were circulated. On 6 September 20@7Secretariat of ISO/TC/228
announced the approval of the final version of Business Plan by the NSBs via a
vote by correspondence. The Business Plan confirmsde-ranging scope for TC
228, including hospitality services. The only liation is that introduced by the
Resolution 14/2007: the initial Business Plan covering the period ur2010
comprises only those work items where there is ewknsupport amongst the
stakeholders

The results of the vote by correspondence can inensuised as follow:
Out of 46 permanent members (P-members) of TC 2&8weting rights:

* 19 P-members approved the Business Plan (out ofhwthie NSBs of 4
European countries: Bulgaria, Ireland, Spain angl tiK — although the
hospitality industry in Ireland and the UK has atkbeir NSBs to vote
otherwise);

» 14 P-members did not take part in the ballot afaalt of which the NSBs of 2
European countries: Italy and Malta);

* 9 P-members voted against (out of which the NSB% Blropean countries:
Austria, Czech Republic, Denmark, Finland, The Nd#nds, Sweden and
Switzerland);

* 4 P-members abstained (out of which the NSBs ofuBofiean countries:
France, Germany and Portugal).
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In summary, only 19 P-members out of 46 approvedBhsiness Plan. However,
according to I1SO rules, only votes “in favour (1&)d against (9)” are taken into
account. Therefore, the Business Plan was adopigavdl be submitted to the TMB
by September 2007.

To add to this “Kafka-en” story, the vote on thesBiess Plan took place whereas the
minutes of the plenary meeting of TC 228, held angkok on 26-27 February, were
not yet available. One can wonder on what the P{neesy which did not attend the
Bangkok meeting, based their vote!

The next TC 228 plenary meeting will take placeMarbella, Spain, on 25-26
February 2008 (to be confirmed).

HOTREC, which has a liaison status within ISO/T®@/2&ith no voting rights,
submitted comments on the various drafts of thenBss Plan. Once again the 1SO
TC/228 Secretariat has neglected the suggestionghef European hospitality
industry, in particular:
- a permanent exclusion of catering and accommodasiervices from the
scope of TC 228;
- or, as a minimum, a clear mention in the text that standards will be
developed against the will of a significant partloé_industryconcerned; and
- the development, before any work gets started,psbper impact assessment,
including an analysis of the costs/benefits foritiristry.

HOTREC considered the democratic-deficit in theknalr ISO/TC 228 too blatant to
support the Business Plan but will continue to rmrglosely the activities of TC 228
to make sure that work starts only on those “waddms where there is a « known
support » from the stakeholders”.

COPYRIGHT

o Hotel rooms and neighbouring rights

As explained irLive from Brussels N°4®n 22 September 2006 the Spariisibunal
Supremo lodged a request for a preliminary ruling beftine European Court of
Justice (ECJ) in relation to neighbouring rightag€ 395/0&cGEDA v Al Rima The
Tribunal Supremaequested from the ECJ a clarification as to wéretiotels have to
pay neighbouring rights fees (in this case to plgoamm producers and producers of
first fixations of films) for ‘the installation in hotel rooms of TV sets to whah
terrestrial or satellite television signal is sdnt cablé.

However, following the ECJ’s ruling in the Case @BA5SGAE v Rafael Hoteles SA
of 7" December 2006 (sddve from Brussels N°3pthe Spanisfribunal Supremo
decided to withdraw its request for a preliminawing in the EGEDA v Al Rima
Case, considering having obtained the necessanfiction.

On 31 May 2007, thd@ribunal Supremdssued its opinion. The ECJ’s decision of

December 2006 in the Case 306/85AEv Rafael Hotelesled the Supreme Court to
interpret the concept of communication to the publia similar manner in article 3.1

16



and 3.2 of Directive 2001/29. According to the Splanudges if a TV retransmission
to hotel rooms constitutes an act of communicatimrthe public under Art. 3(1)
(which protects authors’ rights), it also consetutan act of communication to the
public under Art. 3(2), which protects the holdefselated rights.

In addition, the Spanish Supreme Court clearlyerated the supremacy of European
law over national legislation: national jurisprudercan and must be changed in order
to put the interpretation of the national legiglatin line with EU law.

The European hospitality industry is disappointedhwthis Spanish judgement.
Although it has no direct effect in other EU cougdr this judgement will nonetheless
influence future developments.

CONSUMER AFFAIRS

o  Consultation on the revision of the Package Tramtective

On 26 July 2007, the Commission issued a Workingubwent on the Package Travel
Directive of 1990. With this Working Document, t@ommission launches a
consultation on specific issues relating to packeaee!.

The document acknowledges that the travel sectoehalved considerably since the
adoption of the Package Travel Directive in 1990e Tevelopment of the internet,
the “revolutionary” entry of low cost carriers, thereasing trend for consumers to
put together their own holiday components frometéht organisers instead of opting
for pre-arranged packages (so caltBshamic packaging are some key factors that
call for a thorough review of the Directive.

For this reason the Commission seeks the viewsakiebolders on the following
issues:

- Scope of Directive and definitions (what shoulddogsidered a “package”?
Which definitions/notions should be clarified: “losive price”; “organiser”;
retailer”; “consumer”?);

- Pre-contractual information/information requirenseand variation in price;

- Withdrawal from the contract by consumer and rightompensation;

- Liability of organisers: (is there a need to chatifie notion of “damages”?)

- Consumer complaints;

- Security for insolvency.

In the light of the comments expressed in respotwsehis consultation, the
Commission will consider the need for a reformhef Package Travel Directive.

Stakeholders are invited to reply to the questramnsed by the Working Document by

1 October 2007 and a summary of the responses heillpublished on the
Commission’s website after the consultation pehad ended.
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The Commission Working Document on the Package élrBwective can be found
at:

http://ec.europa.eu/consumers/cons int/safe shcp/rav/comm wd 20072007 en
.pdf

HOTREC and its member associations welcome theuttatien process launched by
the Working Document and will send their views & SANCO. HOTREC considers
it crucial that the revision does not add burdenshoteliers.

o  Commission proposal to replace the Timeshare Dineet94/47/EC

On 7 June 2007 the European Commission put fonaaptoposal to review the
current Timeshare Directive (94/47/EC).

The new legislative proposal issued on June 20018 ait extending the scope of the
current rules to cover:

- Short-term contracts: contracts of more than ora ya@l now be covered. (In
addition the right of withdrawal is extended to ddys and it is harmonised
across the EU );

- Movable property: timeshare on property such asldamats, cruise ships and
caravans;

- Long-term holiday products: such as “discount hafidclubs” where a
consumer usually buys via a website “the right bdamm discounts or other
benefits on accommodation in isolation or togethign other services [flights,
car rentals]”;

- Resale of timeshare products;

- Exchange of timeshare products.

The proposed Directive (COM(2007) 303 final), ircaance to EU rules under the
codecision process, will now have to be examineti approved by the Council and
the European Parliament.

The text of the proposal for a new Timeshare Diveatan be found at:
http://ec.europa.eu/consumers/cons int/safe shogshare/index en.htm

HOTREC will monitor closely the legislative procéssmake sure that the scope of
the new directive will not cover multi-annual regations of hotel rooms.

o Rome | Regulation on cross-border contractual digps

As reported irLive from Brussels N°40n December 2005 the European Commission
put forward a proposal (COM(2005) 650 final) toisevand include into a new EU
Regulation (so called Rome | Regulation) the rulesl down by the Rome
Convention (1980) on the laws applicable to comtr@cobligations (cross-border
disputes).

According to the Rome Convention, as well as tortee Commission proposal, the
law which applies in cross-border consumer contiéiutes, in principle, is the law
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of the country where the consumer resides. Howeher rule does not apply in case
of a contract for the supply of serviceshere the services are to be supplied to the
consumer exclusively in a country other than timatvhich he has his residericén
other terms, in case of a contractual dispute betveeconsumer located in country A
and a hotelier/restaurateur located in countryhB,law will be that of the location of
the hotel or restaurant.

Following the EU legislative procedure, the Commais's proposal is currently being
discussed by the Council of Ministers and the EeaopParliament. As far as the
Parliament is concerned, the rapporteur in chafgbeodossier in the Legal Affairs
Committee upheld the exemption to the general giecout a number of MEPs
submitted amendments to the draft report propadsirtglete this exemption.

The vote on the draft report and related amendmenitslly scheduled for 11 June
2007, has been postponed until 19 November 200TConcil level, the works are
also progressing slowly, as the Member States ha&es unable so far to find an
agreement on the consumer contract issue.

HOTREC and its Member Associations are of the sgtropinion that contracts
concerning hotel and restaurant services enjoyecbad by the consumer should
continue to be governed by the law of the countrgrey the hotel or the restaurant is
located, as it is the law of the country of constiomp the services are fully consumed
in the hotel or in the restaurant.

HOTREC considers that this is all the more essémtgaover 90% of hospitality
establishments in Europe are very small enterpr{$esctioning with less than 10
people). A change of the applicable law, as suggelsy some amendments by MEPs,
would imply for them to have to deal with the leggbktems of all their guests’
countries. In addition, the consumption at the plat the service provider facilitates
immediate complaints and immediate resolutions rf possible conflicts. In the
interest of both parties, the consumer should mo¢ticouraged to postpone a dispute
until he/she returns to his/her residence underdahgument that the law of his/her
country of residence will apply in any case.

HOTREC will continue to follow the issue closely nake sure that hospitality
entrepreneurs can continue to operateairlegal environment allowing them to run
and to develop their businesses efficiently, themviding more jobs and growth to
the economy.

o  Traditional pints of beer will not disappear!

On 11 September 2007, the European Commission apnadu a proposal
(COM(2007) 510 final) to indefinitely allow the usd supplementary indications
next to metric units within the EU (e.g. pint ofdoeand milk — and miles and feet on
road). A Directive of 1980 was requesting that tee of “Imperial” units of
measurements be ended by 20009.

However, in response to a Commission’s consultatgiakeholders unanimously
recommended to indefinitely allow the United Kingdand Ireland to keep their
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units of measurements. The Commission acceptedstiggestion asekperience
showed that these usages are local, without anpdmio the internal market, and do
not affect cross-border tratle

Gunter Vehreughen, Vice President of the Europeamr@ission, commented:
“There is no good reason why these imperial measiresld not continue to be used
and we've decided to enshrine this fact in EU Mile.can all drink to that

The full text of the Commission proposal can benfibat the following link:
http://eur-lex.europa.eu/LexUriServ/site/en/com/2@80m2007 0510en01.pdf

HOTREC welcomes this Commission proposal as hdispitaistomers in the United

Kingdom and Ireland should continue to enjoy theirts of beers. HOTREC and its
Member Associations firmly believe that EU legislatshould always respect local
traditions and usages insofar they do not reallgmlfthe smooth functioning” of the

EU single market.

ENVIRONMENT

o  Green Paper on adaptation to climate change

The issue of climate change is very high on thendgeof the EU institutions.
Following its proposal for a comprehensive packafymeasures establishing an EU
strategy to combat climate change, issued in Jgn2@D7 (see.ive from Brussels
N°40, the European Commission published a Green Paper29 June 2007
(COM(2007) 354 final) on “Adapting to climate chanm Europe — options for EU
action”. The Green Paper examines the likely impadtclimate change in Europe
and the case for actions. It also suggests poéispanses at EU level. According to
the Commission, Europe urgently needs to take atlaptmeasurestd lessen the
adverse impacts of current and future global waignan people, the economy, and
the environmerit Adapting to climate change is deemed an esderdiaplement to
reducing greenhouse emissions.

According to data quoted by the Commission StaffrkW@ Document annexed to
the Green Paper (SEC(2007)849), climate changenwaillspare Europe. In Southern
and South-East Europ&otirism resorts could become too hot for summerdags
and tourism may shift to spring and autdmin parallel, radical changes in tourism in
the Alps are forecasted: the steady decline of ice and snow cover will gedigu
reduce the possibility of skiing holidays.]. Summer tourism could become more
attractive but it is unlikely to compensate for tbsses of the skiing industry

The Commission invites interested parties to priesesir views on the issues raised
by the Green Paper via a web-based public consuifabpen until 30 November
2007. The responses will be taken into account he tevelopment of a
Communication on the adaptation to climate chatgég issued by the Commission
at the end of 2008.
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The text of the Green Paper and its annex can doedfby clicking on the following
link:
http://ec.europa.eu/environment/climat/adaptatia®ekx_en.htm

HOTREC and its national associations share the eame of the EU Institutions in
relation to climate change, in particular with regiato its possible impact on the
tourism sector. This topic will be looked at duritige “3E” seminar,_Evironment,
Energy, water, waste andnkerprise, which HOTREC is organising on 27 Septmb
2007.

SOCIAL AFFAIRS

o Sanctions against employers — New Directive?

On 16 May 2007, the European Commission publishguoaosal for a Directive

providing for sanctions against employers of thacdmntry nationals staying illegally
in the EU (COM (2007)249). The aim of the propo&ecective is to ensure that all
Member States introduce similar penalties for erygre (all persons, including legal
persons, for and under the direction of whom adtlaountry-national exercises
remunerated activities) employing third countryioréls who do not have the right to
be resident in the EU.

The new text would require from employers to:

- ask for the production by third-country nationakaoresidence permit or
another authorisation for stay for the period & émployment;

- copy or record the content of the residence peamivther authorisation for
stay before employment begins;

- keep for at least the duration of the employmerm topies or records
available for inspection by the competent authesivf the Member States;

- notify (in the case of business activities or legarsons) the competent
authorities of both the start and the terminatibaroployment.

The sanctions proposed in the draft Directive rafigen financial penalties to the
permanent closure of establishments. Furthermbeeinfringement of the prohibition
of employment of third-country nationals stayintegally in the EU should also
constitute a criminal offence in some specifiecesase. if the infringement continues
or is repeated.

The draft Directive will have to be discussed ampgraved by both the European
Parliament and the Council.

As almost all Member States already put in pladecéffe measures relating to the
employment of third country nationals, HOTREC doetssee the need for legislation
at Community level. Better enforcement of currexttamal regulations could achieve
the results envisaged by the Commission.
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o Reconciliation of professional, family and privatéife — second stage
consultation

On 30 May 2007, the European Commission launched sdcond stage of the
consultation on the reconciliation of professioffiaimily and private life.

In its consultation document, the Commission sutggesveral possible legislative
measures at European level, such as new typesae¢ Igaternity leave, adoption
leave, leave to care for dependent family membeagd improvement in the
conditions (e.g. duration, payment) of maternitg parental leaves.

According to the procedure set up by the EU Trdatythe social dialogue at
European level, the social partners are now todeegvhether they are ready to
undertake negotiations on the topics proposed ley Gommission. If the social
partners decide not to enter into negotiations, @@mmission will consider
submitting proposals according to the classicaklative procedure.

In its reply to this second stage of the consutgtHOTREC reiterated the view that
no further legislation is necessary at Europearelein many parts of the document,
the Commission admits that most Member States égjrga well beyond of what is
provided for in the current European legislatiom¢athis was also confirmed by our
members). Therefore, in full respect to the prilecipf subsidiarity, HOTREC does
not see the justification for bringing forward nésgislative measures at EU level in
this field.

o Commission Communication on Flexicurity

On 27 June 2007, the European Commission adopt&€bramunication entitled
“Towards common principles of Flexicurity: More aoekter jobs through flexibility
and security (COM(2007) 359 final). Flexicurity combines fldoility in contractual
arrangements — to allow companies and employebstter cope with change — with
the provision of security for workers to stay ireithjob, or to be able to find a new
one quickly. One of the main aims of the approactoioffer employment security
instead of job security.

The Communication identifies four components, whach necessary for an efficient
flexicurity policy:

- flexible and reliable contractual arrangements;

- comprehensive lifelong learning strategies;

- effective active labour market policies;

- modern social security systems.

The Commission suggests 8 “common principles odidlarity”:
- flexible and reliable contractual arrangements;
- balance between rights and responsibilities foladlbur market participants;
- adaptation to specific labour markets and industelations;
- reduction of the division between insiders and idets on the labour market;
- promotion of internal (within the enterprise) andegnal (from one company
to another) flexicurity;
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- support of gender equality;

- need for a climate of trust between social paririublic authorities and other
stakeholders;

- fair distribution of costs and benefits.

The debate on this Communication could result i #doption by the European
Council by the end of 2007 of common principledlekicurity. On the basis of these
principles, each Member State will develop its otailor made flexicurity policy,
suited to the characteristics of its labour market.

Trade Unions have already criticised the documaest,they fear, that the new
approach will make it easier for employers to lainel fire.

As flexibility in working arrangements is key fovethospitality industry, HOTREC
and its members association will follow closely thgcussions on flexicurity at both
European and national levels.

EUROZONE
o Malta and Cyprus join the Eurozone from 2008

On 10 July 2007, the Council of Ministers for Finar(ECOFIN) formally decided to

allow Malta and Cyprus to join the Eurozone as afahuary 2008. It also set the
fixed and irrevocable exchange rates for theiramati currencies in relation to the €.
The Maltese lira exchange rate is set at 0.4223ftir 1 €, the rate for the Cyprus
pound at 0.585274 pound for 1 €.

It means that from 2008, 15 out of the 27 EU Men®&tes will use the € as their

currency: Austria, Belgium, Cyprus, Germany, Greé&geland, France, Ireland, Italy,
Luxembourg, Malta, the Netherlands, Portugal, Siev@nd Spain.
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