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ECONOMIC AND FINANCIAL CRISIS

o Some data specific to the hospitality industry

The current financial crisis and economic turmailputting the hospitality industry under
great pressure. The figures of the latest UNWTO ffav@ourism Organisation) World
Tourism Barometer (see section on Statistics belavderpin the difficulties the industry is
currently facing. According to the UNWTO, while @émbational tourist arrivals to Europe
showed a growth of 3,4% in the first half of 20@& trend turned into a decline by 2,5% in
the second half of the last year. UNWTO expectegative growth rate in Europe of between
-3% and 0% for the year 2009.

An analysis by Deloitte&Touche, released within #ame publication of UNWTO, shows
that as a consequence of the above trend, the aacypate of hotels in Europe dropped from
69,3% in 2007 to 66,9% in 2008. The heaviest s&thaere recorded in Dublin, Prague and
Rome (all between -9% and -10%), while no capitdtiurope was showing a plus in terms of
hotel occupancy rates. As average room rates indeuwere almost stagnating compared to
2007, the revenue per available room (revPAR) veasndoy 4,2% in 2008. The prospects for
2009 by Deloitte&Touche are very negative, predgtthat hotels will sell fewer rooms at
lower prices. These negative trends, accompanied atia by higher costs for credits, result
in the cancellation or postponement of many invesiinprojects.

These data were discussed at the first meetingeoytNWTO Tourism Resilience Committee
held in Madrid end of January 2009. A second megatirthis Committee is scheduled to take
place during the International Travel Trade SholB{jlon 13 March 2009 in Berlin.

In some countries, the hospitality industry isddditionally by rises of VAT rates. In Latvia
and Lithuania, the VAT rate for accommodation seesirecently rose from 5% to 21% and
19% respectively. Estonia is also facing a VAT @age for hotels from 5% to 9%. Increases
of VAT rates for the hospitality industry are urttorately also being discussed in other
countries. In the countries, where such rises oflf \éke applied, the prices of hospitality
services will increase, with the likely consequemdéefewer guests, less revenue and the
necessity of cuts in employment.

o HOTREC calls for a review of the Commission workingprogramme

On the occasion of the last General Assembly of REXT (see section on HOTREC general
activities below), 40 hotel, restaurant and caféoesitions from 25 European countries
discussed the challenges and threats faced bynthestry at the current time of great
economic turmoil. The General Assembly called umamisly for a review by the

Commission of its working programme and working imoels. The European hospitality
industry is being squeezed by a number of Europeéiny developments precisely when the
mobilisation of all its strength is needed to faceabrupt economic slowdown.

This call for a review of the Commission workingopgramme was embodied in a letter
addressed by the President of HOTREC, Kent Nysttonthe President of the Commission,
José Manuel Barroso and Commissioners Margot Wedist Glnter Verheugen, Meglena
Kuneva, Vladimir Spidla and Androulla Vassiliou.



L IV E F R OM B RUSSETLS

The letter invites the Commission, as theitfator” of EU legislation, to redirect the
development of EU measures away from additionadléning of enterprises, which will at the
end cost jobs.

For example, the cumbersome and inappropriate Cesiom proposal imposing food
labelling requirements to restaurants should bé&dréwn. This new legislation, if adopted,
will not only impose burdens costing the industitfidns of Euros, but will also be incapable
of application by small restaurants. This propgsases a great risk of small restaurants
having to standardise their menus and/or beingedriout of business, causing the loss of
many thousands of jobs. The over 800 amendmentsited by the MEPs underline the
inappropriateness of the proposal (see sectiorood Bnd Health below).

In these difficult times, the Commission should lgpmore strictly than ever itsbetter
regulatiori policy. In relation to the proposed requiremehfand labelling in restaurants, the
hospitality industry was particularly shocked toade that the impact assessment
acknowledged thatrio systematic research answered the question of mowh such a
provision would cost

The application of theletter regulatioi principle should also avoid useless duplicatidn o
actions. Two recent striking examples of relevamgethe hospitality industry can be
mentioned:

= Duplication of initiatives by the services of therBpean Commission in relation to
smoking with, on the one hand, an initiative by BEBNCO with regard to smoking in
public places, which could lead to a proposal fo€a@uncil Recommendation on
smoke-free environments and, on the other handinigiative by DG EMPL on
smoking at the work place, which could lead to @ppsal for legislation (see section
on Food and Health below); and

= Duplication of studies: whereas a study on hot&dtgehas just been released by the
European Parliament, the Commission is launchimgagr study on the same topic
(see section on Consumer Affairs below).

These uncoordinated initiatives send inconsistegnass, which are very damaging to the
image of the EU Institutions.

The hospitality industry would also appreciateh& tCommission could adhere more strictly
to the principle of Subsidiarity, implying that a EU measure should only be enyeshin so
far as the objectives of the proposed action cabeasufficiently achieved by the Member
States. The European hospitality industry questwwhsther this principle is abided by, for
example, in relation to the smoking measures meaticabove as well as in relation to the
Fora on Nutrition and Alcohol, which are pressimg tndustry to make commitments at
European level, without regard to the actual situnadt national level.

The Commission should put focus on essential presti such as bringing back confidence
through the provision of a favourable political aredjulatory environment. One of the top
priorities is of course to ensure that the finahsistem resumes its mission of financing the
economy with credit at affordable rates. The Comsiois should endeavour to create as
quickly as possible the conditions for the econotoyrecover, growth to flourish and
employment to redeploy. The competitiveness ofEhmpean hospitality industry is at stake,
as well as the future of its 9 million employees.
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The press release issued after the HOTREC GenessgrAbly as well as the letter to the
Commission are available on the HOTREC website,eunithe section “News and
publications”.

FOOD AND HEALTH

o Food labelling: over 800 amendments tabled in thelopean Parliament!

As reported in the last issueslafe from Brusselghe European Parliament and the Council
of Ministers are continuing their legislative wokn the Commission proposal for a
Regulation on the provision of food informationciansumers (COM(2008) 40 final).

On 8 December 2008, MEP Renate Sommer (GermanyHERRresented her draft report
on the proposal to the members of the ENVI (Enviment, Public Health and Food Safety)
Committee, which is responsible for the file in tReropean Parliament. MEP Sommer
expressed the view that the Commission proposat, stands, is extremely hazardous and
should never become lawstressing that the text was not based on evieland could impose
“huge additional costn businesses across Europe.

In her draft report, MEP Sommer suggests excludmgn-prepacked fodd(which, in the
jargon of the Commission, covers also meals sebyedestaurants) from the obligation of
mandatory labelling in relation to the particulisded in Art. 9 of the proposal: i.e. list of
ingredients, allergens, net quantity of ingredientsgrition declaration, etc.

As regards allergens and non-prepacked food, MERN&o considers nonetheless that
information has to be provided to consumers. Howetat would be done orally, during the
sale talk and/or via clear visible signs on thesg@remises or other information material. The
Rapporteur explains thain‘ case of non-prepacked food, comprehensive atesgelated
labelling [...] is virtually impossible and would giwise to substantial additional costs and
competitive disadvantagésr SMEs in particularln addition, cross-contamination cannot be
ruled out in businesses with a limited working drea

In parallel, the IMCO (Internal Market and ConsurReotection) and the AGRI (Agriculture
and Rural Development) committees are preparing tnions for the ENVI Committee.
However, due to the high number of amendmentsdakie timetable of all three committees
had to be reviewed and it is not clear whetherRfdiament will manage to finalise its first
reading of the text before the end of its term iay\2009.

In the meantime, the examination of the proposathieyexperts of the national governments
continues within the Working Party on Foodstufesb@lling) of the Council of Ministers.

HOTREC welcomed the draft report by MEP Sommes, asitive step in the right direction.
HOTREC fully shares the opinion of the Rapportdat the proposal as it stands “should
never become law As a matter of fact, the regulation proposedhsy €ommission is simply
inapplicable by restaurant services.

HOTREC believes that, for practical reasons, iuigealistic to foresee the application of
complex and detailed EU requirements (Art. 9 antl AB) to non-prepacked foods sold
locally by catering businesses. Traditional restmts should not be subject to the same
regulatory requirements as major food processingganies. Most restaurant customers do
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not expect to find the same detailed informationneenus as on standardised prepacked
foods. When a customer requests specific informatio the composition of a dish, the staff
or the chef are available to explain what ingredgeare used and the recipe followed.

Moreover, complying with the requirements of tlpeoposed regulation will not only be
unworkable, but would also impose disproportionatests and unnecessary burdens on
catering businesses, especially on the smallest.

It is therefore essential that the European Parkest and the Member States review
thoroughly the Commission proposal, taking intocact the specificities of the hospitality
industry, which is composed of over 92% of micreibesses (employing less then 10
people). This is all the more urgent that the globeonomic slowdown is already having a
negative impact on the hospitality sector and mgpByment.

In relation to this file, HOTREC is working closdlggether with AEA (airlines), EMRA
(modern restaurants), EuroCommerce (retail), EVAnfling machines), FERCO (contract
catering) and UEAPME (craft and SMESs) within arommhal “Food Alliance”.

o Commission study on food prices in Europe

On 10 December 2008, the European Commission adi@p@ommunication on food prices
in Europe (COM(2008) 821 final). Between the secbalf of 2007 and the beginning of
2008, agricultural commodity prices and consumerdf@rices increased rapidly, before
decreasing sharply over the past months.

The focus of the Commission Communication is onftimetioning of the food supply chain
to “better understand the transmission mechanism Ighkiommodity prices with producer
and consumer pricésThe price volatility in this area is of greatra®rn.

The Commission notes thafTlie asymmetry of bargaining power between agricaitu
producers and the rest of the supply chain has keptlucer margins in the agricultural
sector under strong pressuret also stresses thatAgainst the background of economic
slowdown, it is more important than ever to engtigg downwards movements in commodity
prices are transmitted to consumers without delag & raise the competitiveness of the
agricultural, food processing and distribution set” In other words, the Commission
would like, on the one hand, to secure better priodarmers and, on the other hand, to make
prices as low as possible for consumers.

The Communication analyses the following elements:

= The developments in agricultural commodity and fpades;

= The role of speculation in food commodity pricesg a

= The functioning of the food supply chain (agricudtiusector, food processing industry
and distribution).

The Commission proposes a “road-map” of measuréx timplemented at national and EU
level with the involvement of relevant stakehold&rsackle the problems affecting the supply
chain, including, among others:
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= The setting up of a permanent European monitoringpad prices and the supply
chain; and
= The review of national / EU regulations impactingtbe food chain.

The text of the Communication and the backgrourmideents can be found at:
http://ec.europa.eu/economy finance/thematic asialticle13524 en.htm

The European hospitality industry is an importalayer in the food chain and a major “end-
user” of food and agricultural products. Therefpsharp variations in prices of agricultural
and food products can indeed have a significanaichpn the competitiveness of the industry.
For this reason, HOTREC will follow with interebid issue and other possible developments
at EU level.

o Animal cloning for food production to be allowed inthe EU?

On 13 January 2009, the EU Commissioners held dialifiorientation debaté on the
possible use of cloning in livestock breeding fog production of meat and milk for supply to
the food chain. In other words, the Commissionessussed which attitude the EU should
take vis-a-vis the possibility to allow the prodoatof cloned animals for food supply and/or
the import of food products derived from such arigmato the European market. The issue is
very complex and sensitive because it has ethacaim@al health and welfare), scientific (food
safety), environmental as well as economic (glatzele) implications.

According to the press, a number of possible ambresm were discussed by the
Commissioners, including:

= The use of existing legislative instruments thdoval Member States to ban an
“assisted reproduction technidué it is harmful to animal wellbeing;

= The adoption of a targeted ban; and

= The possible development of a mandatory labelliregmanism for products derived
from animal cloning.

In practice, the challenge facing the Commissioigete decide whether to ban cloning, even
temporarily, and consequently the introduction itite food chain of products from cloned
animals, or to wait. Some Commissioners, includMayiann Fischer Boel (Agriculture) and

Androulla Vassiliou (Health), would favour the priple of a temporary ban in anticipation of
the arrival into the Community market of food prothu derived from cloned animals

(possibly coming from third countries such as tt&dJ Japan).

The European Commission asked the scientific opirddb EFSA (European Food Safety
Agency) and the advice of the EGE (European GroopEthics in Science and New
Technology).

As showed by &urobarometersurvey of citizens (July 2008), there is curreritly very
strong public reluctance to use cloning in the fa@bdiri’. This reluctance was also echoed by
the European Parliament, which on 3 September 28f@ted almost unanimously a
resolution calling for a ban on cloning for foogply.
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The parliamentary resolution can be found at:
http://www.europarl.europa.eu/sides/getDoc.do?ptREP//TEXT+TA+P6-TA-2008-
0400+0+DOC+XML+VO//EN

As an important player in the food chain and a mdgnd-user” of food products such as
milk and meat, the hospitality industry has todwliclosely the complex debate on the issue of
animal cloning for food production. For instancégtintroduction of food products derived
from cloned animals into the European market cduolkttease the regulatory pressure for
mandatory labelling in relation to “non-prepackeaofds”, including meals served by
restaurants.

o Commission consultation on smoking at the workplace

As explained irLive from Brussels N°43he European Commission is working in parallel on
two initiatives in relation to smoking:

= One led by DG SANCO (Health and Consumer Protektiocusing on smoking in
public places; and

= One led by DG EMPL (Employment and Social Affaifeusing on smoking at the
workplace.

DG SANCO is working on a draft for a Recommendatioon-binding measure) on smoke-
free environments, intended to assist Member Statesplementing comprehensive smoke-
free laws in line with the guidelines of the Worldealth Organisation. After various
postponements, the proposal, initially due to Iseiesl by the end of 2008, is now expected
during spring 2009.

In parallel, on 19 December 2008, DG EMPL launchetfirst-stage consultatiohof the
social partners on smoking at the workplace. Then@@ssion is seeking the opinion of
employer organisations and trade unions on the roypioy to better protect workers from
passive smoking. The consultation invited the dqmatners to give their opinions on various
options for EU action, including:

= Binding legislation (e.g. with the adoption of asjfic directive prohibiting smoking
at the workplace or with the inclusion of tobacenoge within the scope of the
Carcinogens and Mutagens Directive 2004/37/EC);

= A non-binding initiative (e.g. developments of greal guidelines, etc.); or

= A combination of binding and non-binding initiatse

The legal basis for EU action in this field would Brticle 137 of the Treaty (health and
safety at work). If the Commission considers thhe toutcome of this first-stage
consultatiori calls for EU action, it will launch thesécond-stage consultatibron the
content of such action.

In its reply to the consultation, HOTREC clearlgted that the issue of second-hand smoke is
best tackled at national level, where national oimstances and local practical conditions
can be better taken into account.

As already expressed in its reply to the Commis&agen Paper “Towards an Europe free
from tobacco smoke” (May 2007), HOTREC is of thergj opinion that - in view of the
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recent multi-fold developments in all EU countrigs relation to smoking rules - any
intervention at EU level is not only superfluoust tvould also interfere in an inappropriate
manner with national legislation and/or with volany initiatives taken at national level.

Considering that EU Member States have already tetbpcomprehensive legislative
measures in this field, it would be impossiblegtablish a common EU policy which does not
override, in an inappropriate manner, compromisksady agreed at national level.

For these reasons, HOTREC takes the view that tiser® need to adopt new EU rules in
relation to health and safety at work to tackle ibsue of second-hand-smoke.

Moreover, HOTREC regrets the duplication of inittas by the services of the European
Commission in relation to smoking: on one hand.,itliitegative by DG SANCO with regard to

smoking in public places and, on the other hand, itfitiative by DG EMPL on smoking at

the workplace. Although the objectives of the tarbatives are laudable, this duplication is

in contradiction with the principle of “better reation” and only creates confusion. It could

lead to overlapping measures, resulting in new geasary burdens for the hospitality
industry, exactly when the mobilisation of all ggength is required to face an abrupt
economic slowdown.

o European Alcohol Forum and WHO alcohol strategy

On 13 November 2008, the European Alcohol and HeBtirum held its third plenary
meeting. The Forum was launched by the Europeann@ssion (DG SANCO) in June 2007
with the objective of bringing together the stakieleos at European level willing to take self-
binding actions (so calleccOmmitmenty aimed at reducing alcohol related harm (kee
from Brussels N°42andN°43).

Members of the Forum are over 50 organisationsesgmting economic operators (alcohol
producers, retailers, hospitality, advertisers,)ettonsumers, health campaigners as well as
the medical profession. So far, over 100 commitsératve been submitted by the members
of the Forum in relation to the priority areas itieed by the Commission.

At the plenary meeting in November 2008, the pigudicts were updated on the activities of
the Forum and its “bodies”:

= Activities of the Task Forces on Marketing Commarign and on Youth-specific
aspects of alcohaol,

= Interim results of a study requested by the Comionson the link between
affordability of alcohol and harmful consumptiory ine consultancy RAND Europe);

= Ongoing study by the “Science Group” on the imgdanarketing communication on
the volume of alcohol consumption.

The next plenary sessions of the Alcohol Forum wualke place on 11 March and 12
November 2009.

At the closure of the meeting, Robert Madelin, Cludithe Forum and Director General of
DG SANCO, drew the attention of the participantsthie latest developments within the
World Health Organisation (WHO).
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In May 2008, the General Assembly of the WHO adbperesolution on Strategies to
reduce the harmful use of alcoholAmong othersthis resolution calls on the countries
members of the WHO to:

= Develop national systems for monitoring alcoholsuamption; and
= Consider strengthening, where necessary, natiespbnses to public health problems
caused by harmful use of alcohol.

In 2010, the WHO has to present a draft globaltefiato reduce alcohol abuse, including
recommendations to be implemented in all countries.

Further information on the European Alcohol Foruan be found at:
http://ec.europa.eu/health/ph determinants/lifde&iicohol/Forum/alcohol forum en.htm

For the activities of the WHO you can visit:
http://www.who.int/substance abuse/activities/glstrategy/en/index.html

HOTREC, which shares the concerns of public autiesriwith regard to alcohol-related
harm, in particular among young people, joined Bogum at the beginning of 2008.

HOTREC committed itself to raise awareness amosgMember Associations on the
activities of the Forum and to encourage them talibectly involved, with a special focus on
responsible drinking and the enforcement of agetdirfor serving and selling alcoholic
beverages.

So far, the British Beer and Pub Association, thenish Hospitality Association and the
Swedish Hotel and Restaurant Association joinedAbehol Forum.

Further details on the commitments by HOTREC asdVMiember Associations within the
Alcohol Forum can be found at:
http://www.hotrec.eu/pages/policy areas/health/aldomain documents/

On 7 November 2008, HOTREC and EuroCommerce (rstatbr) addressed a joint letter to
the Chair of the Alcohol Forum regarding the issi¢consumer education”. HOTREC and
EuroCommerce share the opinion that the industryg cammit itself to abide by ethical
principles in its marketing and to raise consumemgeness, but it is not its role to “educate”
consumers.

The main responsibility for education lies with fé@s, public authorities and private bodies
at all levels. For this reason, HOTREC and EuroCaroe suggested the setting up of a
“Task Force on Consumer Education” within the Forumvhere representatives of the
Member States and public authorities at variouglewould discuss and develop strategies to
educate and sensitise citizens on the issue ohalcoisuse.

In response to the joint letter, the European Cossion proposed to discuss the issue of
consumer education in the plenary meeting of tleel#dl Forum on 12 November 2009. On
that occasion, representatives of Member Stateenparganisations and schools could be
invited to join the debate.

10
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CONSUMER AFFAIRS

o New timeshare Directive: multiple hotel room reserations definitively out!

Following the adoption by the European Parliamehtite opinion on the proposal
(COM(2007) 303 final) to review the existing timasé Directive (94/47/EC), the Council of
the European Union formally adopted on 18 Decer2bé8 the new timeshare Directive.

As explained inLive from Brussels N°4andN°44 the new timeshare Directive intends to
harmonise certain provisions on consumers’ rightsta extend the scope of the current rules
to cover:

= Contracts of more than one year;

= Long-term holiday products (e.fdiscount holiday clubs”where a consumer buys
“the right to obtain discounts or other benefits ascommodation in isolation or
together with other servicey”and

= Resale and exchange of timeshare products.

The text formally adopted by the Council specifiest the definition of timeshare doesot
include in its scope multiple reservations of acowdation, including hotel rooms, insofar
as the multiple reservations do not imply rightsl asbligations beyond those arising from
separate reservatioiisThis text will ensure, for example, that the kg of the same hotel
rooms at a children-friendly resort in the Austrialps by a family with two children for
Christmas 2009 and 2010 will not be subject tonine timeshare Directive.

Following the publication of the new Directive inet Official Journal, Member States have
until 23 February 2011 to adopt the necessary p@sison measures.

HOTREC welcomes the final adoption by the Counicthe new timeshare Directive, as it
contains an amendment for multiple hotel room restons, which had been strongly
advocated for by HOTREC and its National Assocretiolt is therefore a great lobby
success.

o Hotel safety: studies and HOTREC fire safety projet

As explained irLive from Brussels N°43he European Commission issued in July 2008la cal
for proposals for a study on hotel safety. The airthis study is to:

= Develop the knowledge of consumer accidents irhtiel sector;
= |dentify the main risks encountered in hotels; and
= Give recommendations as to how to address thds® ris

The study was awarded in January 2009 to a mukimait consultancy specialised in ground

engineering and environmental services which waVén 12 months to complete its work.

According to the Commission’s services, the firgbect of the study (statistics on consumer
accidents) will constitute its core component.

Despite this upcoming Commission study, the Eurngearliament launched a parallel study

on the exact same topic during the summer 2008. BHPestudy was carried out over the
autumn and its results were released in Novemb@8 20 a specific workshop organised by

11
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the EP. HOTREC and some of its National Associatiarere interviewed for this study
which draws-up mixed conclusions.

Besides these developments, and as explainenvenfrom Brussels N°43n the occasion of

a meeting with the services of DG SANCO of the Cassion, HOTREC committed to work
on new flexible instruments to increase fire safetgll hotels across Europe. A Business Plan
for a voluntary self-regulatory initiative was selbsently adopted by HOTREC and endorsed
by the Commission. It implies the setting-up of aMing Party and the involvement of
external stakeholders through the establishmerd 8takeholders Consultative Committee
(SCC). The Working Party’s task will be to prodae® deliverables:

= A charter on fire safety in hotels in Europe; and
= A flexible and rational methodology to increase fafety.

The SCC met for the first time on 21 January 2008 #&s members expressed a general
support for the approach proposed by HOTREC. Tial fileliverables should be submitted
for approval to the HOTREC General Assembly on & @iNovember 2009.

HOTREC's project to work on new tools to improvéehére safety is a clear demonstration
of the industry’s commitment to the safety of itegjs. HOTREC in particular welcomes the
positive cooperation demonstrated so far within 8€C. HOTREC, however, regrets the
duplication of work at EU level. The launch of tparallel studies on the same topic by the
European Commission and the European Parliameneggad mixed feelings among the
hospitality industry and clouded the image of theigstitutions.

o Green paper on consumer collective redress: the tasm sector targeted?

The Commission is currently examining the problemossumers face in obtaining effective
redress when the cost of taking legal action islyiko outweigh the amount of compensation
claimed. In the Commission’s view, collective restrgclass actions) could be an effective
mean of tackling this issue.

Following the organisation respectively in Februang May 2008 of an online consultation
and of a specific stakeholder workshop on benchsdhlat should guide effective and
efficient consumer collective redress systems (gee from Brussels N°4and N°43) the
European Commission released on 27 November 2@@&en Paper on Consumer Collective
Redress (COM(2008) 794 final).

The Green Paper explains thdtigh litigation costs and complex and lengthy pohoaes

[...] “impede European consumers from obtaining effectideess. This situation results in
additional obstacles to the Single Market. The Greaper also acknowledges that there are
already a number of collective redress mechanismgdce at national level, even though
these existing schemes lead to diverse resulteenGive fact that 10% of existing collective
redress claims have a cross-border element, thenGraper explains that the Commission’s
objective is to focus on collective redress asah to “solve the problems consumers face in
obtaining redress for mass claims both in naticaradl cross border conteXts

According to the Green Paper, the tourism sectatdcbe among the first industries affected

by any new EU initiative in the field of collectivedress, as tourism/package travel is the 4
sector where consumers find it most difficult tdadb redress for mass claims.

12
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To tackle the issue at EU level, the Green Papgyqses 4 policy options:

= No EU action. However, the Green Paper almost mlgshis option;

= Cooperation between Member States: either a Dieeor a Recommendation would
be adopted to set-up collective redress systemeseny Member States and to allow
consumers to use the systems available in otherbde®tates;

= Mix of policy tools: it consists in improving exisg Alternative Dispute Resolution
(ADR) mechanisms, establishing a collective ADReasible to consumers from other
Member States, extending the scope of the natisnall claim procedures and
encouraging businesses where mass problems antecge.g. the tourism sector) to
develop self-regulatory measures;

= Judicial collective redress procedure: it implies treation in every Member States of
a collective redress judicial mechanism. Questmmshe financing of the procedure,
the prevention of unmeritorious claims, the stagdin court, the distribution of
compensation or the question of opt-in or opt-ootld be addressed.

With this Green Paper, the Commission launchednaidtation in order to obtain the views

of interested stakeholders on the role of the Elkkiation to consumer collective redress, on
the 4 policy options proposed, on their componenats] on the need for binding EU

instruments on the matter. The consultation withan opened until the®March 20009.

HOTREC circulated the Green Paper to its Membeiogisgions and will prepare an answer

to the consultation launched by the Commission.ddeer, HOTREC already warns that

collective redress mechanisms should be set-uptivitigreatest caution, so as to avoid the
pitfalls inherent to class actions systems. In igatar, specific attention should be paid to the
defendant’s reputation, when no illegal behaviowese previously identified. In case the EU
would opt for imposing a judicial collective redseprocedure, HOTREC will pay specific

attention to the system put in place, so as to renthat unmeritorious claims are effectively
discouraged and opt-out mechanisms are ruled out.

o Online hotel reservation systems: a new study propses to legislate!

The European Parliament released in the beginningebruary 2009 an important and
unexpected study onOhline hotel reservation systeinsarried out at the request of the
IMCO (Internal Market and Consumer Protection) Catten. The study analyses the pre-
contractual and contractual matters concerningnerttiotel reservation systems, in particular
in the context of the diversity of the structuresoch systems, which can be either operated
by the hotel itself, by a third party acting foethotel, or by independent agents. According to
the study, this diversity can sometimes lead tofuion and to a perceived lack of
transparency for consumers.

While the scope of this study seemed at first sigltie merely focusing on online reservation
systems, it actually touches upon a wide range &f issues (e.g. right of withdrawal,
overbooking, rights of non-contracting consumelassification systems, etc.) and invites the
EU institutions to legislate on what the study peres as gaps in consumer protection. These
suggestions include, among others, proposals to:

= Impose a right of withdrawal for hotel contracts;

= Require the display of the price of the hotel raduming the entire booking procedure;
= Ban pre-ticked opt-in boxes for additional servjces
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= Require to display whether the booking site acteatlly for the hotels or if it is only
an agent. In the latter case, the booking site evbel required to provide information
to make consumers aware of the contractual impdicat

= Require the display of the hotel official gradeg thate of the grading and the details
on the grader and its status vis-a-vis the hotel,

= Eftc.

Surprisingly, the study also touches upon issués;iwdo not seem to fall into its scope, such
as the issue of bedroom noise (and the possihiaglisf the level of noise in the hotel room)
and guest personal property safety (where the Ipibgsito require booking sites to display

the liability rules for damages to property is eais

This study must be read in the context of the upognmevision of the Package Travel
Directive and of the current Commission proposaldf@Consumer Rights Directive (skwe
from Brussels N°44 which is currently examined by the Council arte tEuropean
Parliament.

HOTREC and its National Associations express thamprise regarding the release of this
study, which was conducted without even informingamsulting the European hospitality
industry. Whereas the study presents a comprelefegal analysis and takes an interesting
point of view, especially with regard to the praetiof some independent booking sites,
HOTREC regrets that the consultancy did not talettime to consult the industry. Such a
consultation would have permitted to avoid impottahortcomings and to present more
accurate information on issues such as consumershows, overbooking and their
consequence for the hospitality industry.

VAT

o VAT reduced rates saga — Agreement in sight?

As reported inLive from Brussels N°48nd N°44, Member States have diverging views on
the Commission proposal on reduced VAT rates (CQA8Y 428 final). This proposal
suggests the inclusion of restaurant services dkal) alcoholic beverages), together with
some labour intensive services and locally sup@&dices, to the list of goods and services
to which all Member States may choose to applydaced VAT rate (Annex Il of Directive
2006/112/EC). The exclusion of alcoholic beverageald have serious implications for
Italy, Portugal, Spain and Luxemburg, where alcmhadinks served with meals in restaurants
are currently subject to a reduced VAT rate.

At the Council meetings of finance ministers (ECRFIn November and December 2008,
the required unanimity could not be reached. Thas wainly due to the strong resistance of
Germany.

However, the heads of states and governments @tEheopean Council meeting on 11-12
December 2008 urged the ECOFIN Council to setéasbue by March 2009.

In the margin of the ECOFIN meeting held on 20 dan2009, Germany eased its rigorous
resistance and showed willingness to find a com@meragreement, the details of which still

have to be elaborated. However, no further progoesdd be achieved at the subsequent
meeting of ECOFIN held on 10 February.
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Meanwhile, MEP leke van den Burg (the NetherlandgS) released her draft report,
suggesting the approval of the Commission propwastdd amendments. In relation to tax
matters, the European Parliament is only givingpinion, which is in no way binding on the
Council.

On 2 February 2009, the EP ECON (Economic and EinbAffairs) Committee rejected the
amendments suggested by MEP Astrid Lulling (Luxergb&PP-ED) and MEP John Purvis
(United Kingdom, EPP-ED), proposing not to excladtmholic beverages from reduced VAT
rates in the case of restaurant services. Finddey Committee rejected the entire draft report
with a slight majority, but agreed a draft resaatisupporting the Commission proposal,
which should be voted upon in the plenary sessiod® February 2009. MEPs are expected
to table amendments to the Commission proposabaieeting.

The ECOFIN Council will next meet on 10 March 2009.

HOTREC has been advocating for years the optiomafioMember States to apply reduced
VAT rates to restaurant services (11 Member Stabesently apply a reduced VAT rate to
restaurants).

HOTREC welcomes the decision by Germany to easgai®us opposition. HOTREC hopes
that a compromise can be found among the MembeteeoECOFIN Council by March,
giving the opportunity to those Member States, Winish to do so, to apply a reduced VAT
rate for restaurant services.

STANDARDS

o A new ISO standard on safety and security in the tarism industry?

In November 2008, the Serbian standardisation bpdysented a proposal for the
development of an international standard on theriddgment of safety and security in the
tourism industry” within the ISO Technical CommétéTC) 223 on societal security. This
Technical Committee was set up by ISO in 2006 tehbg standards for crisis management
and preparedness througkchnical, human, organization and management agugres.

The scope of the proposal covers all tourism sesyimcluding hotel services and facilities.
The purpose of the standard would be to establ@nanon set of criteria and procedures for
crisis management and preparedness. According ¢o Srbian proposal, it would be

applicable fn case of any incident that has the capacity tpaat the tourism industtysuch

as ‘terrorist attacks, war, disease outbreaks, natuslsters, technical accidents and other
negative events

Although originally proposed within TC 223, thism@roject will be discussed at the TC 228
on tourism and related services plenary meeting®81 April 2009 in Turkey.

HOTREC is doubtful about this project. The scopthefproposal is far too broad: it will be
simply impossible to develop a standard on crissmagement workable for and applicable
by all tourist operators worldwide, in all typese@rhergency situations!

In addition, there is currently no support from tBfiropean hospitality industry for the
development of any international standard that widoluch upon the services provided by its
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enterprises. Since years, HOTREC has been repeatiagand over that standardisation in
relation to hospitality services should remain yulmarket-driven and that official
standardisation bodies should not take any inn@si which are not supported by the users
and the industry.

o ISO TC 228 plenary meeting in Turkey: a busy agenda

The annual plenary meeting of ISO TC 228 on tousm related services will take place on
20-21 April 2009 in Cappadocia, Turkey (see dls@ from Brussels N°43

The draft agenda of the meeting includes an updatéhe standardisation activities of the
various working groups set up within TC 228:

= WG 1: “Recreational diving services”;

= WG 2: “Health tourism services” (projects on metgas, wellness spas and
thalassotherapy services);

WG 3: “Tourist information and reception servicésaairist information offices”;
WG 4: “Golf services”;

WG 5: “Beach services”;

WG 6: “Natural protected areas”.

The agenda also includes a point on the outcontleeofote by correspondence launched by
the ISO Central Secretariat on the review of stech@N ISO 18513:2003 on the terminology

of hotels and other types of accommodation. Thenal standardisation bodies have until 16
March 2009 to cast their votes and to decide whetthe EN 1ISO 18513:2003 standard on

terminology should be confirmed without any modifion, withdrawn or revised.

The participants should also discuss the oppostuaiset up a new “Sub-Committee” within
TC 228 to develop standards on “Adventure tourigmitiative by the Brazilian and British
standard bodies).

Another item on the agenda of the Cappadocia ngedtfthough it is not clear if for
information or other purpose) will be the propopegsented by the Serbian standardisation
body to develop an international standard on tharidement of safety and security in the
tourism industry” within the ISO TC 223 on sociesalcurity (for further details see previous
article).

HOTREC, which has a Liaison status (with no votnght) within TC 228, has been
advocating since years that hospitality servicesusth be left out of the scope of the
standardisation works.

The need for standardisation of services, in patéc hospitality services, is not as obvious
as it is for goods. Hospitality services are getigréailored to the customer. Their diversity

reflects different cultures and geographical sitoas and constitutes one of the major
attractions for customers. The latter do not expgedind standardised conditions everywhere
they travel. On the contrary, their expectationsyvaccording to their destinations, their

ages as well as the purpose of their trips, beltiainess trip or a trip for pleasure.

HOTREC, which contributed to the development okthadard at CEN level, is of the strong
opinion that EN 1SO 18513:2003 should be confirméthiout any modification. Re-opening
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the standardisation work on terminology would béemagthy and burdensome process that
would not bring any concrete benefit to the Eurapkaspitality industry.

COPYRIGHT

o Extension of the term of protection widely supporte in EP committees!

As explained inLive from Brussels N°44he Commission proposal to extend the term of
copyright protection from 50 years to 95 years Earopean music performers and record
producers (COM(2008) 464/3 final) is currently dissed both in the European Parliament
and in the Council. According to the Commissiore gim of this proposal is to ensure that
music performers still receive royalties in theelagtears of their life for the music they
performed in their youth. In addition, the proposatiension for record producers will allow
them to compensate for the decline of their reveritgn the CD market.

In the European Parliament, three committees ajrgadle in late 2008 their green light for

an extension of the term (either to 95 years oil timé end of the performer’s lifetime). One

of them, the ITRE (Industry, Research and Energynf@ittee, also proposed an extension
for audiovisual performers and the creation of ddittonal right of compensation for music

performers who assigned their “making availablejhti for on-demand services to their
producers.

Following these opinions, a crucial vote took placel2 February 2009 in the JURI (Legal
Affairs) Committee, where a majority of MEPs suppdr the Commission proposal.
However, the JURI committee refrained:

= From backing the creation of an additional right fousic performers who assigned
their “making available” right to their produceesd

= From extending the scope of the proposal to theoaisial sector, but rather called
for an impact assessment from the Commission bgnuary 2010, in order for the
Commission to present a legislative proposal by R010.

In the Council, the debate is still ongoing andcdssions have been fierce with the initial
opposition of the UK, Italy, Poland and the Netheds. However, the debate is evolving and
Member States may eventually find a compromise @hater extension of the term than
initially proposed by the Commission.

As an important right-user, the hospitality indysis very concerned about this proposal,
which has been branded as inefficient and recoatipcer-driven by most European scholars
interested in copyright issues. HOTREC firmly badi that an extension of the copyright
term for performers and record producers will irtably increase the huge amount of fees
already being paid by the hospitality industry. HRHCT is of the clear opinion that right
users should not be asked to compensate losseseariues incurred by record producers for
their failure to adapt their business models to ewnmarket environment. HOTREC is
working on possible joint initiatives with othersagiations interested in the topic within the
Copyright Users Platform (CUP).
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SOCIAL AFFAIRS

o Working time — European Parliament versus Council

As reported inLive from Brussels N°43and N°44 after years of negotiations the Council
adopted, on 15 September 2008, a common positioth@rproposal modifying Directive
2003/88/EC, concerning certain aspects of the asgtaan of working time.

On 17 December 2008, the European Parliament eejetty absolute majority, the main
points of this common position. The position of theropean Parliament is very clear on the
following crucial issues:

=  Opt-out clause: no Member State should allow tomytof the general principle of
the 48 hours weekly working time; and

= On call-time: the inactive period of the on-cathé should be counted as working
time.

Now the third and final, so-calleadtdnciliatiorn’, phase of the procedure has started. If, at the
end of the conciliation period (maximum 8 week®) agreement is reached, the proposal will
be considered as not adopted and the original Dreeof 2003 will continue to apply.

HOTREC follows carefully the developments in thiatten as flexible working-time
arrangements are crucial for the hospitality indyst

o Opening up of borders for highly-skilled third country nationals

As explained inLive from Brussels N°42he Commission submitted in October 2007 two
legislative proposals in view of opening up thedaos for legal immigrants:

= Directive on the conditions for entry and residen€tehird country nationals for the
purposes of highly-skilled employmeHE{U blue card” COM(2007) 637 final); and

= Directive on a single application procedure forirgke permit and a common set of
rights for third country nationals (COM(2007) 638di).

The“blue card” proposal received the European Parliament baakmg0 November 2008.
Workers admitted under this scheme will be issle®“EU blue card”, which combines
work and residence permit and endows them and fdrities with a series of rights.

The proposal as amended by the European Parlian@mties, amongst others, the following
admission conditions for highly qualified third edty workers:

=  Work contract or a binding job offer of at leaseogyear;

= The wage specified in the contract or offer musableast 1.7 times the average wage
in the Member State concerned; and

= Proof of evidence of sickness insurance when enight to health insurance benefits
is not provided in connection with or resultingrfrahe work contract.

The discretionary decision of a Member State obirgs the “blue card” shall take into
account the national and regional demand for labBewversely, Member States should not
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actively seek to attract highly qualified workerssectors where there is shortage of highly
qualified workers in the country of origin.

The European Parliament also adopted on 20 Noveg@s its opinion on the proposal for a
Council Directive on a single application proceddfioe a single permit for third-country
nationals to reside and work in the territory dflamber State. This Directive was issued to
complement theblue card proposal and simplify the related administratiegquirements.

Both proposals are now on the table of the CouotiMinisters: they must be adopted
unanimously by the Member States.

When the Commission proposal was adopted, HOTRHE€med it, with regard to the skill
shortages prevailing at that time in the hospitalitdustry of many countries. However, the
financial/economic crisis has, unfortunately, chadghe circumstances.

o Sanctions against employers employing illegally syang third country nationals

As reported in the previous issuesLife from Brusselsthe Commission published in May
2007 a proposal for a Directive providing for sammé against European employers
employing illegally staying third country nationglSOM(2007) 249 final). This “sanction”
proposal is part of a wider package of measuretyding also théblue card” scheme (see
brief report above), aiming at developing a compnsiive migration policy.

On 4 February 2009, the European Parliament vatefitst reading, a legislative resolution
largely supporting the Commission text.

Surprisingly, both the European Trade Union Confatien (ETUC) and
BUSINESSEUROPE criticise the text, but for differesasons:

= ETUC sees this legislation as dangerous, as it @ndourage employers to use
complex subcontracting arrangements and “lettef-bmxmpanies to avoid their
obligations and sanctions; and

= BUSINESSEUROPE claims that the proposal désproportionaté and putting ‘a
heavy administrative burden on compahies

The matter is now to be looked at by the CouncilMifhisters, under the co-decision
procedure.

HOTREC does not see the need for additional lejislaat Community level on top of
existing national rules and fears that the currgmbposal would impose disproportionate
sanctions and add costs and red tape for employespecially for SMEs.

o European works council — recast to be adopted soon
As reported inLive from Brussels N°48nd N°44 in July 2008, the European Commission
proposed (COM(2008) 419) to replace the 94/45/E@dive on the establishment of a

European Works Council or a procedure in Commusiigle undertakings and Community-
scale groups of undertakings for the purposesfofrimng and consulting employees.
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In December 2008, the European Parliament adoptdatst reading, a legislative resolution
on the proposal. In line with the suggestions by $locial partners ETUC (trade unions),
BUSINESSEUROPE, UEAPME (crafts and SMEs) and CERBEbl{c employers), the
Parliament introduced more precise definitions dfe tterms €onsultation” and
“information”. The ‘transnational nature of matters was clarified to now encompass
decisions taken in one Member State only, but thay potentially affect the workers in
another Member State.

However, no clarification was brought in relation the obligation that the competent
European workers’ and employers’ organisations ridermed of the composition of the

“special negotiating body” and of the start of thegotiations: it is not clear yet whether the
European sectoral employer and employee organmsafeg. HOTREC and EFFAT) and/or
the global European employer and worker organisatre to be informed.

The Commission proposal and the European Parlianesotution are now being examined
by the Council of Ministers. A rapid adoption ispexted as the text has been already widely
discussed in tripartite meetings of the Institusion

HOTREC is following carefully the developments e tdecision-making process, as a
number of chains in the hospitality sector haveksarouncils (18 according to the database
of EWC agreementsww.ewcdb.eu

o New skills need for jobs in the hospitality sectountil 2020

In the course of 2008, Directorate General EmplaymeSocial Affairs and Equal
Opportunities of the European Commission launchidge project entittedComprehensive
sectoral analysis of emerging competences and eci@nactivities in the European Unign
entailing studies for 16 sectors of economic awéisi The study in relation to the hospitality
sector was conducted by the Oxford Research ItstiiDenmark). It is scenario-based
(Marco Polo, body shop, sunny beach, asceticisnd) ianbackward-looking in order to
facilitate forward-looking.

On 29 and 30 January 2009, an expert workshop efasii Brussels where the findings of
the study were presented and discussed with expérise industry. On the basis of the
discussions and comments during the workshop, dmsuttant will finalise his report and
present a revised version of the study to the Casiomn.

A dissemination conference, bringing together Ebtitations, experts and social partners,
will be held at the end of the year to presentrdwsilts of the overall project, covering 16
sectors.

HOTREC was very well represented at the workshafh experts from the National
Associations from Austria, France, Hungary, Lithisaand Spain. HOTREC will disseminate
the final version of the study and inform its NatibAssociations of the details of the final
conference as soon as available.
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SMEs POLICY

o Small Business Act: adoption of conclusions by th@ouncil

Following the adoption by the Commission in Jun8&(seelive from Brussels N°43)f its
“Small Business Act” (SBA) for Europe (COM(2008) B9inal), the Competitiveness
Council adopted on 1 December 2008 its conclusionthe matter.

The Council conclusions are composed of broadipalistatements, such as the recognition
of the fundamental role of SMEs in contributingemonomic growth and the need for better
regulation, or a call upon the Member States ardbmmission topgromote the SBA at the
highest political level, ensure its efficient implentatiori and “ensure an effective and
coherent application’of the SBA

The conclusions also approve the ten principlesdaioad in the Commission SBA (e.g.
improving access to finance, a more supportive legégry environment for SMEs, less red
tape, etc). The Council also adopted an action, pMrich is annexed to its conclusions,
calling for, among others:

= Less burdensome accounting requirements for SMES;
= Consistent application of the “Think Small Firstinxiple.

However, besides these political statements, then€b conclusions fail to take concrete
steps towards a tangible implementation of the SBA.

As 99% of the hospitality industry is composed MES, HOTREC welcomes the Council
conclusions on the Small Business Act. HOTREC, venweegrets that they do not contain
any binding mechanism to ensure that the principlgslauded by the Council will effectively
be implemented. In particular, the lack of bindwigjectives for the application of the “Think
Small First” principle or for the inclusion of “SH test” in all impact studies conducted by
the Commission are important shortcomings.

o Statute for a European Private Company: additionalrequirements

As explained irLive from Brussels N°48ndN°44,the Commission released on 25 June 2008
a proposal for a Regulation on the Statute for ep@an private company (COM(2008) 396/3
final). The proposal for a new European private pany statute (Societas Privata Europaea -
SPE), as tabled by the Commission, offers sevehadrggages from a SME-friendly point of
view, in particular in terms of minimum capitalgterement (1€), location of the registered
office, internal organisation and registration faiites.

The Commission proposal is currently being disadisbeth in the Council and in the
European Parliament. In the European Parliamemt, Libgal Affairs (JURI) Committee
adopted on 19 January 2009 its report on the pebpas which it proposes to impose
additional requirements for the formation of a SRUth as:

= The need for a company to have a “cross-border’pmomant in order to qualify as a
SPE;

= The need for a company either to provide a solvéasyor to fulfil the requirement of
a minimum capital of €8,000; and
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= Specific rules on employee participation (in orderavoid the circumvention of
existing rules on employee participation).

The same requirements are currently discussed eanCibuncil, where unanimity will be
needed. While the EP is only consulted, its opin®monetheless likely to influence the
debate in the Council. The EP final opinion is nexpected by March 2009, while the
Council should reach an agreement by the end d€#eeh Presidency of the EU.

As SMEs represent 99% of the hospitality indusd#® TREC and its Member Associations
welcome the initial Commission proposal which candi great help for the hospitality
industry. Following the adoption of the draft repby the JURI Committee, HOTREC hopes
that the Council will not water-down the initial @onission proposal, thus making the SPE
less attractive for the majority of SMEs.

STATISTICS

o Tourism statistics

Eurostat, the EU statistical office, has recentlgased the following publications relating to
tourism:

= Tourism trends in Europe and in Mediterranean gartountries 2000-2006, Statistics
in Focus 95/2008

= Air passenger transport in Europe 2007, Statigti¢socus 1/2009

= Key figures on supply and use of tourist accommiodah the European Union, 2007,
Data in Focus 50/2008

The publications can be downloaded in English ftbenEurostat website:
http://epp.eurostat.ec.europa.eu/portal/page? gat@er3,46587259& dad=portal& schema

=PORTAL&p product_code=KS-SF-08-09%ourism trends in Europe and in Mediterranean
partner countries 2000-2006, English and Frenchimes)

http://epp.eurostat.ec.europa.eu/cache/ITY OFFPSB#K-09-001/EN/KS-SF-09-001-
EN.PDF (Air passenger transport in Europe 2007)

http://epp.eurostat.ec.europa.eu/cache/ITY OFFPGBKA-08-050/EN/KS-QA-08-050-
EN.PDF (Key figures on supply and use of tourist accomatioth in the European Union,
2007)

The UNWTO (World Tourism Organisation) released fibléowing publications concerning
the current developments in international tourism:

= UNWTO World Tourism Barometer, Volume 6, No. 3, Glotr 2008
= UNWTO World Tourism Barometer, Volume 7, No. 1, dary 2009

The publications can be downloaded in English vide t following link:
http://unwto.org/facts/eng/barometer.htm
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HOTREC GENERAL ACTIVITIES
o 58" HOTREC General Assembly
The 58 HOTREC General Assembly took place on 6-7 Novern2bé8 in Prague.

The General Assembly discussed the latest develafsma relation to fire safety, food
labelling, reduced VAT rates, standards, copyrigbhsumer contracts, etc.

Mr. Alexander Wiedow, Director for Indirect Taxatiavithin DG TAXUD of the European
Commission, discussed with the participants théestd play in relation to reduced VAT
rates. Mr. Xavier Durieu, Secretary General of Elommerce, gave an overview on the
latest developments in relation to payment systdvirs.Ludger Fisher, Policy Advisor of
UEAPME, shared the views of his association onisiseie of food labelling. Ms. Aurora
Abad, Policy Advisor of Comité&Européen des Entreprises Vins (CEEV) was invited to
present the activities of the European wine ingusithin the European Alcohol Forum.

The General Assembly elected Mr. Kent Nystrom ag8 Reesident of HOTREC for the next
two years. Mr. Bernd Geyer, who stepped down frdws post at the end of 2008, was
awarded with the title of HOTREC Honorary President

The HOTREC Executive Committee is currently comploase follows:

Kent Nystrom (Sweden) President

Joan Gaspart Solves (Spain) Vice President
Susanne Kraus-Winkler (Austria) Treasurer
Didier Chenet (France) Member
Marinus Cordesius (The Netherlands) Member

Akos Niklai (Hungary) Member

Evalda SiSkauskien(Lithuania) Member

A Seminar on hotel review sites was held in corinadb the General Assembly, continuing
the dialogue launched by HOTREC with such sites.

The 59" HOTREC General Assembly will take place on 7-8 N2&99 in Stockholm and the
60" on 5-6 November 2009 in Barcelona.

The full press release issued after the Prague ingsettan be accessed @amww.hotrec.ep
under the section “News & Publications”.

Previous issues afive from Brusselare available on the HOTREC website/w.hotrec.eu
under the sectionNlews & Publications
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