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TAXATION
o VAT and the hospitality industry

As announced ihive from Brussels n° 33he European Commission is to issue, by
30 June 2007 a report on the impact of reduced Vaf€s to“locally supplied
services, including restaurant services”

This deadline prompted HOTREC to organise a senundW¥AT and the hospitality
sector” in January 2007: this event, held in Budapest, atiended by over a hundred
representatives of national Parliaments, of natigogaernments and of the national
hospitality associations. Mr. Laszl6 Kovacs, EU Qaissioner for Taxation,
reminded the participants that reduced VAT rates generally considered as
effective instruments to achieve the objectivestlod Lisbon agenda: increased
growth, more jobs and competitiveness.

The various speeches and interventions elaboratéldeovarious arguments in favour
of the application of reduced VAT rates to the hiadiy services and which were
summarised in a brochure issued in 2005 by HOTREd2uthe titles:

* Impact on employment;

* A societal issue;

e Subsidiarity;

* Promotion of exports;

» Competitiveness compared with third countries; and

» Stability of State revenue.

In the presence of the Commissioner, the Europeapitality industry reiterated its

call for the application of reduced VAT rates tadiand restaurants services in all
EU countries. During the seminar seven example® wessented of the impacts of
reduced or increased VAT for the hospitality seatodifferent European countries.
The Icelandic case showed the most excellent siceménere from 1 March 2007, the
VAT rate for restaurant and accommodation were teddo 7% from respectively

24.5% and 14%. An example which many national haBbyi associations would like

to see copied in their own countries!

Since 1992, the objectives of HOTREC have beenndhdemain, to obtain — on a
definitive basis:
» at European level, the possibility for all Membéat8s to apply reduced rates
to accommodation and restaurant services; and
» at national level, the application of reduced VAifes to accommodation and
restaurant services.

o Numerous previous VAT Directives recast in a singgsxt!

On 28 November 2006, the ECOFIN Council adoptednCibdirective 2006/112/EC
on the common system of value added tax, reorganigithin a single text the many
VAT Directives adopted since 1967. As a resultho$ tpurely formal exercise, the
Annex H (list of the goods and services — amongctvlsiccommodation provided in



hotels - to which Member States may decide to apphgduced rate) has become
Annex lll. Annex K (list of labour-intensive seres to which Member States may
decide to apply a reduced VAT rate until the en®2@10) has become Annex IV.
Article 98-2 allows the application of reduced sate the goods and services listed in
Annex lll. The special provisions dealing with @astants services can now be found
in Articles 114 to 129.

The text of the new Directive can be downloadeddifierent languages from
http://eur-

lex.europa.eu/Result.do?checktexts=checkbox&Typeldige=sort _key&page=1&i
dReq=4&Submit22=GO

o Excise duties on alcoholic beverages

As announced irLive from Brussels N° 3%he ECOFIN Council discussed the
proposal of the European Commission (COM (2006) #&8) on the approximation

of the rates of excise duties on alcohol and albol®verages. The Council could
not reach agreement on the issue neither at it¢simgeen 1 November, nor on 28
November 2006, mainly because of the oppositiothefCzech Republic, one of the
biggest beer producing countries.

Before the ECOFIN Council meeting, Commissioner faaxation, Mr. L&szlo6

Kovacs had suggested a compromise to only takeaiotount inflation from 2004,

instead of 1993. That would have meant an exci$g idarease of 4,5% in stead of
31% from 2008.

The ECOFIN Council, in November 200a6nvited the Commission to carry out a
comprehensive study of the taxation of alcohol almbholic beverages, including
trends in competitive positions and on levels aesaand prices, and to present the
results of that study during the first half of 20@vith a view to facilitating further
Council decision-making as regards alcohol taxation

The European Parliament’s Committee on EconomicModetary Affairs, which is
currently discussing this proposal, adopted atniseting on 11 April 2007 the
amendments of the rapporteur, Mrs. Astrid Lullirighe proposed to repeal the
original 92/84/EEC Directive as a whole. AccordiogMrs. Lulling, the original aim
of the Directive was not achieved, namely to appnate the excise duty rates in the
different countries. The European Parliament is thuevote on this report at its
plenary session in May 2007. The adoption of then@dtee’s proposal by the
Parliament and the Council would mean giving tdta¢édom for the Member States
on the minimum rates of excise duties on alcohol.

HOTREC will continue to follovthe developments on this issue as excise duties
influence directly the price of drinks served. HE&ERwelcomes the approach of the
European Parliament, as the Directive hasn't accbsied its aim in the last 15
years. In some EU countries excise duties are sidihienes higher than in others.



SOCIAL AFFAIRS

o Green Paper on modernising labour law to meet tHealtenges of the 2%
century

At the end of November 2006, the European Commissificially published the
Green Paper on modernising labour law to meet tiadlenges of the Zlcentury,
already referred to iive from Brussels N°3@COM(2006) 708 final). The aim of
this Green Paper was to initiate a public debatdenEU on how EU labour law can
be updated to meet the key challenge of combiniegtgr flexibility with the need to
ensure security. The European Commission refethisoconcept as the “flexicurity
approach”.

The consultation sought the views of the MembeteStand the EU social partners by
31 March 2007 on 14 specific questions dealing with

* Employment transitions;

* Uncertainty with regard to the law;

» Three-way relationships;

» Organisation of working time;

* Mobility of workers; and

» Enforcement issues and undeclared work.

As a follow-up, the European Commission will issu€ommunication on flexicurity
around June 2007.

HOTREC and its Member Associations are very intetes all issues touched upon
in the Green Paper. Flexibility is key to the haoslty sector.

In its reply, HOTREC agreed with BusinessEuropenfeasly UNICE) that the
competence to modernise labour law lies first ardrhost with the Member States.

HOTREC recognises an urgency to simplify labour: lamly such a simplification
can lead to an increase in competitiveness, whidhiwturn allow the preservation
of efficient social security systems.

HOTREC drew attention to the specificities of thepitality sector:
» predominance of micro-enterprises;
* labour-intensive industry;
» large number of self-employed persons; and
* the great variety of contractual arrangements, edlfor by the flexible work
patterns imposed on the industry.

Regarding working time, HOTREC suggested that asiples solution could be to
repeal the EU Directive and to replace it by fldgibbules adopted at national level
according to the national procedures.



o Working Time Directive: saga

Many previous issues dfive from Brusselgeported the on-going debate on the
revision of the 2003 Working Time Directive. On owmber 2006, the 25 EU
Employment Ministers unfortunately failed once ag& reach an agreement. This is
the sixth presidency to deal with the deadlock. dbssier will now be closed for the
present and Gerd Andres, Germany’s Secretary o¢ &ta Labour & Social Affairs,
said that the German EU Presidency, which commenpecetl January 2007 has no
intention of including this question on its agenda.

Following the deadlock, the European Commission ka®atened to launch
“infringement proceedings” against 23 Member Stateported not to have
fully/correctly implemented the Working Time Direct.

In March 2007, the European Commission publishedcoasultation on the
implementation of the Working Time Directive intational legislation and requests a
reply to 6 groups of questions by 6 June 2007.

In its reply to the Green Paper on the evolutionladfour law (article mentioned
above), HOTRECsuggested that the current Working Time Directivald be
withdrawn and replaced by flexible rules adoptechational level according to the
national procedures (legislation or collective angements).

o Work-life balance

On 12 October 2006, the European Commission lauhdhe first stage of a

consultation of management and labour on the isfueconciliation of professional,

private and family life (SEC(2006)1249)ive from Brussels N°3@ported that there

are currently 2 directives in place regarding whik-balance. One is a health and
safety measure which protects pregnant workersaamklers who have recently given
birth or are breastfeeding. The other directivdsiegth parental leave.

The social partners at EU level were asked to m$go 5 questions which were
listed inLive from Brussels N°39ncluding whether further action is required & E
level:

1. Do you consider that there is a need for furthetoacon reconciliation
between professional, private and family life ie tBuropean Union? If you
consider action to be necessary, should such adb@nundertaken at
Community level, national level, enterprise or se&ltlevel?

2. What are the main areas in which improvements cbeldeeded?

3. By which means do you consider that better recmtich between
professional life and private and family life coddd achieved?

4. Do you consider the existing Community legislat{ootably on parental leave
and protection of maternity) adequate to meet tbeda for reconciliation
between professional and private and family obiigest and creating the
conditions for more equal sharing of professionativate and family
responsibilities between women and men?



5. How can the best balance be struck between the aost benefits — for both
individuals and companies — of measures permittiregonciliation of
professional, private and family life?

In its reply to the consultation, HOTREC explairtbdt the reconciliation of work,
private and family life was indeed an importanussnd that there might be a need
for further action in the future. However, HOTREEedhs the current EU legislative
framework sufficient and feels that no further meas at EU level need to be taken.

o EU’s demographic future

On 12 October 2006, on the same day of the laurfcthe work-life balance
consultation, the European Commission adopted a n@omntation on the
demographic future of Europe (COM(2006) 571 fin&lxcording to the European
Commission, the number of workers in the EU 25 witirease until around 2007 but
the “working age” population will start to declifeom 2010 onwards. Economic
growth rates are set to fall with an ageing poporat

The new Communication develops a reference framewbrCommunity level for
Member States’ policies. It sets out 5 areas:

1. Promoting demographic renewal in Europe;

2. Promoting employment in Europe: more jobs amiéo working lives of
better quality;

3. A more productive and dynamic Europe;

4, Receiving and integrating immigrants in Europe;

5. Sustainable public finances in Europe: guaramjeadequate social security

and equity between the generations.

HOTREC welcomes the initiative of the European Cission to tackle the issue of
demographic future and will review it in detalil.

HEALTH

o European Commission Communication on alcohol and ERvn-initiative
report

Following a comprehensive consultation process [see from Brussels N°36, 37
and 39), the European Commission issued the CommunicdonEU strategy to
support Member States in reducing alcohol relat@unh on 24 October 2006. The
text outlines how the Commission intends to suppod complement national public
health policies to reduce alcohol abuse relatedihdtaking into account that
drinking patterns and cultures vary across the EU”.

The EU alcohol strategy identifies five priorityethes:

1. Protect young people, children and the unborn child
2. Reduce injuries and deaths from alcohol-related toatfic accidents;



3. Prevent alcohol-related harm among adults and eetlhie negative impact
on the workplace;

4. Inform, educate and raise awareness on the imdabazardous alcohol
consumption and on the appropriate consumptiore et

5. Develop, support and maintain a common evidence.bas

In the Communication, the Commission explains thdbes not intend to implement
the strategy through specific new legislative psals.

The Commission rather plans to establish an Alcahdl Health Forum by June 2007,
using the EU Platform on Diet Physical Activity aHdalth as a model.

The setting up of the Alcohol and Health Forum @ppé¢o be at the centre of the EU
strategy. The objective is to provide a commonfptat at EU level for all those
interested stakeholders who are willing to takeoacto reduce alcohol related harm
in all the five priority areas identified by the @munication.

In order to become a member of the Forum, the btdders will be requested to
subscribe to its founding Charter and bind theneselv

- to make commitments aimed at reducing alcoholedlatrms;

- to devote resources to the implementation of tbesanitments;
- to monitor their implementation; and

- to evaluate the performance of their commitments.

The European Parliament will soon express its opiron the matter via an own-
initiative report. The vote by the EP’s responsiBemmittee on the draft report is
expected to take place on 5 June 2007, with thed doption of a Resolution by the
European Parliament during the Strasbourg plena&agsisn between July and
September 2007.

HOTREC and its Member Associations welcome the pgaamo Commission
Communication and the EP draft report, as far asyttake into account that different
cultural traditions and policies towards alcoholrsumption exist across Europe.

However, HOTREC has concerns and doubts in relatonhe setting up of the

Alcohol Forum. It is quite unrealistic to expectnomitments from enterprises
employing less than 10 people and, furthermorexfmect that such commitments can
be monitored and evaluated at European level oraanual basis! Moreover, the

experience of the nutrition platform has alreadyowh the bureaucracy of the

exercise.

HOTREC and its Member Associations will discuss thatter further at their next
General Assembly.



o Green Paper “Towards a Europe free from tobacco @b

As reported inLive from Brussels N° 38ndN° 39 the European Commission was
expected to issue a Green Paper (a formal consultadbcument) on smoke free
environments by the end of 2006. The Commissionsuthent was finally released
on 30 January 2007.

The Green Paper “Towards a Europe free from tobaowuake: policy options at EU

level” aims at launching a public debate involvihg European institutions, Member
States and stakeholders on the best way forwatddke the risk of exposure to
environmental tobacco smoke in the EU.

The Green Paper suggests that the introductioonoks-free policies would have a
positive impact on public health and could alssw@preconomic benefits in the long
term. According to a recent Eurobarometer poll gdoh the text, smoke-free policies
are popular among EU citizens and a majority ofogaans are in favour of banning
smoking in bars (61%) and restaurants (77%).

In the document, the Commission outlines two pdssapproaches to develop an EU
smoke-free initiative:

1) Proposing a total smoking ban in all enclosed dostantially enclosed
workplaces and public places;

2) Proposing a smoking ban with exemptions grantedetected categories of
venues (e.g. the licensed hospitality sector opitaliity establishments which
do not serve food).

In the opinion of the Commission, the following wéagory options (not mutually
exclusive) are available to achieve “a Europe frem tobacco smoke”:

1) No change from the status quo (the EU would costiiisi current action on
second-hand smoke under the different Communitgrarames);

2) Voluntary measures;

3) Open measures of coordination (aiming to achievevemence in national
anti-smoking laws);

4) A Commission or a Council Recommendation (non-ligdmeasures but
setting policy priorities);

5) Binding legislation.

In conclusion, the Commission calls on EU instdns and stakeholders to express
their views on the issues raised in the Green Paypdr May 2007 (this deadline has
recently been prolonged until 1 June 200ihsufficient number of repliesf?-The
input will be used as a basis for a Commission Camipation on the subject.

HOTREC and its Member Associations fully share dbecerns of the EU policy
makers on the issue of smoking in public placeshaadth.



However, since years, HOTREC has been of theapthiat such an issue should be
dealt with and regulated at national level in acdance with the subsidiarity
principle, taking into account the different tradits and local attitudes.

HOTREC will discuss the matter again at its nexh&al Assembly.

o Nutrition: White Paper announced; EP Resolution; WBI Conference

In March 2005, the European Commission launchedEin®pean Platform on Diet
Physical Activity and Health to promote the exchang best practices and the
coordination between stakeholders in the fight rgjaobesity.

In October 2006, the European Commission annoutioedublication of a White
Paper on nutrition, expected in the first half &02. The White Paper — a non-
legislative document containing an official sefpodposals in a specific policy area —
will establish an EU level strategy on nutritionhel strategy will put forward a
comprehensive approach to improving lifestyles (gabiet and higher level of
physical activities) and will build on existing n@nisms such as the European Diet
Platform.

The European Parliament already expressed its@osih the topic with a Resolution
on the Green Paper “Promoting healthy diets angiphlactivity” (December 2005).
In the Resolution, adopted on 25 January 2007 Pégriament calls forthe fight
against obesity to be regarded as a political pitypm all European capitals

The issue of diet and nutrition was also debatedtatnational level during the WHO
Ministerial Conference on counteracting obesityd he Istanbul on 15-17 November
2006. At the end of the meeting, a European ChameCountering Obesity was
adopted by the Ministers and delegates in the poesef Markos Kyprianou, the
European Commissioner for Health and Consumer &trote

HOTREC will monitor closely the developments inatieh to nutrition at
international and European level and will continteeparticipate in the meetings of
the EU nutrition Platform. However, “whether or npeople eat healthy food or
practice sports is a matter of personal choice”, atated in the European
Commission’s health reflection paper of 15 July£200

o Hygiene of the foodstuffs: European Commission posmal to amend
Regulation 852/2004

On 6 March 2007, the European Commission issuetw@opal to amend Regulation
852/2004 on the hygiene of foodstuffs in order teerapt micro-enterprises
(COM(2007)90 final), including restaurants and b&rmsm the obligation to put in
place, implement and maintain a permanent procedurprocedures based on the
HACCP [Hazard Analysis and Critical Control Poirmsguirements] principles”.
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According to EU rules (Commission Recommendatioi®32861/EC) a micro-
enterprise is defined as an enterprise which engpli@wer than 10 persons and
whose annual turnover and/or annual balance sheetdot exceed € 2 million.”

The proposal was put forward by the European Cosionswithin the framework of
the “better regulation” process to simplify exigfilegislation. Now it has been passed
on to the European Parliament, which has to addpgether with the Council within
the framework of the codecision procedure.

HOTREC, which asked for the exemption of microrpnges from HACCP
obligations at the time of discussion of Regula8&®2/2004, welcomes the European
Commission’s proposal as it greatly contributes teducing unnecessary
administrative burdens on small businesses withmwering hygiene standards.

HOTREC, however, fears the strong lobby action ofagor European food producer
association, which advocates that such an exemptwounld be detrimental to
consumers. HOTREC doubts that consumer protectsorati the core of their
opposition to this amendment: don’t they rather 88e as an occasion to fight the
remaining competition of restaurants and other $matering establishments vis-a-
vis their increasing offer of “ready-to-eat” meals?

HOTREC, as well as its Member Associations addcegstters to the MEPs of the
EP TRAN committee, urging them to support the EeeopgCommission’s proposal as
it stands!

o Hygiene of the foodstuffs: reports on the Food Hggie Package

The European Commission announced a consultatameps with stakeholders
(industry, European associations and national pulthorities) within the context of
the Food Advisory Group of the Food Chain in oridereview the experience gained
from the implementation of the following three Hgge Regulations:

- Regulation 852/2004 on the hygiene of foodstuffs;

- Regulation 853/ 2004 laying down specific hygienles for food of animal
origin;

- Regulation 854/2004 laying down specific rulestfog organisation of official
controls on products of animal origin intendedtiaman consumption.

The Commission launched this consultation as adtep in the process of submitting
reports on the application of the three Hygiene URd@pns to the European
Parliament and the Council by May 2009 — a legquirement of these Regulations.
Following the consultation, the European Commisssogxpected to:

1) make an impact assessment of possible modificatioatsare envisaged to
improve the existing Regulations;

2) draft reports and, if appropriate, to draft lediska proposals for transmission
to the European Parliament and the Council by 29 R099.
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HOTREC and its Member Associations welcome theclausf this consultation
process as it provides the hospitality sector witle opportunity to express its
viewpoint on the practical application of the fomghiene legislation.

STANDARDISATION
o The scope of ISO/TC 228 confirmed

As explained inLive from Brussels N° 3and 33, in 2005 the International

Organisation for Standardisation (ISO) establisthedTechnical Committee (TC) 228
to develop standards for tourism and related sesyimcluding hospitality activities.

In view of a lack of consensus on the scope of @usmittee, it was agreed during
an I1ISO meeting held in Tunis at the end of March&€hat a special Task Force
should discuss the scope further.

At its meeting in Madrid on 1 June 2006, the sgetask Force agreed on a proposal
to exclude accommodation and catering from the dstahsation work of the
Committee. This proposal was submitted to a vote cbyrespondence by the
permanent members (national standardisation bodfef)e TC and was rejected in
September 2006.

According to the Resolution 25/2006 adopted atTihis meeting in March 2006, a
rejection of the new scope proposed by the TaskeHorthe vote by correspondence,
should have resulted in further discussions with sbope beingput back on the
agenda of the next ISO/TC plenary meéting

However, shortly before the TC 228 plenary meetietd in Bangkok from 26-27
February 2007, the ISO Technical Management Boa@MB|) issued a Resolution
(14/2007) which confirmed the broad scope originalbproved for TC 228 with the
inclusion of catering and accommodation serviced eeguested that the initial
Business Plan covering the period until 2010 cosgsionly those work items where
there is a known support amongst the stakeholders

At the plenary meeting in Bangkok, the TMB Resantil4/2007 was presented as
overruling the TC 228 Resolution 25/2006 adoptedunis in March 2006, without
further explanation. Notwithstanding the requestinmustry stakeholders to stick to
the Tunis Resolution, the exclusion of hospitalgrvices and travel agents/tour
operator was not discussed further. The “leitmot¥'the meeting wasComments
will be reported on the minutés

TC 228 gave itself the task to work on its BusinekEs whose final version has to be
sent to the TMB by September 2007. The next TC @28ary meeting will take
place in Marbella, Spain on 25-26 February 200®&aonfirmed).

As stated in the Resolution approved at its Gengsakembly in April 2006, HOTREC
firmly believes that the development of internaicstandards for hospitality services
within the context of official standardisation besliis not desirable. Therefore,
HOTREC regrets that the ISO/TMB decided to “simpbgnfirm the broad scope
originally proposed for ISO/TC 228 despite the “omgy request from some
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stakeholders to exclude certain areas from the sadpvork”. The refusal by ISO to
re-open the discussion on the scope and, consdguégroring and “de facto”
overruling the Resolution 25/2006 adopted by onetfown TCs, reinforces the
perception of many that the 1SO functioning rulestatally lacking transparency.

HOTREC, which has a liaison status within ISO T@®/2attended the meeting in
Bangkok represented by President Bernd Geyer and M&rguerite Sequaris. For
HOTREC, the way the meeting was run confirms, anoee, that thedecision-
making process withifSO is not democratic and that its procedures dballow a
balanced and fair representation of industry stakdars. This opinion of HOTREC
was also shared by several other Liaison organmsetisuch as IH&RA, ECTAA and
NORMAPME.

o ISO TC 228 WG 2 on spa services

As reported inLive from Brussels N° 38he Technical Committee (TC) 228 of the
International Organisation for Standardisation (JS@ecided via a vote by
correspondence, concluded on 26 July 2006, to gea working group (WG) to
develop standards for spa services, even thougtakaigreement on its scope had not
been reached yet. This WG held its first meetin@@®©ctober 2006 in Madrid.

After intensive discussions on the meaning of “sph& WG agreed to focus solely
on “medical” spas (a provisional definition of whievas elaborated on the basis of
the “spa” definition in the ISO 18513 standard fit@rology”).

As a liaison member of TC 228, HOTREC expressed fhe outset its opposition to
the setting up of a working group on spa services.

Furthermore, following the outcome of the first tmegg HOTREC considers it
unreasonable that the WG continues its activigggen the fact that medical spas are
strictly regulated by law in most EU countries ahdt related national standards are
already in place. In addition, it is worth stresgithat amongst the standardisation
bodies present at the reunion in Madrid, only 3 wated in favour of the setting up
of the WG whereas the other standardisation bodieted against. HOTREC
opposition was also supported by another organmsatwith “liaison status”,
NORMAPME. HOTREC will continue to follow closelye tdevelopments on the
matter and attend the next ISO TC 228 WG 2 meatibg held in Madrid.

o CEN TC 136 working group on swimming pools

As reported inLive from Brussels N°32, N°3dnd N°39, a working group (WG)
within the Comité Européen de StandardisatiEN) Technical Committee 136
(“Sports, playground & other recreational equipmédrats been developing a standard
for swimming pools, including hotel pools over thst years. The standard, organised
in two parts, deals with:

Part 1. Safety requirements for design.
Part 2: Safety requirements for operation.
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On 16 and 17 November 2006, the WG met in Lyonisowss minor comments on
Part 1 and to finalise the drafting of Part 2. &aihg two days of intense discussions,
the WG has basically completed its work.

No major changes were made to the text of ParttR mgards to the sections most
relevant for hotel pool operators (“occupancy/maxim number of users” and
“control of authorised/unauthorised access of Utgseflhe more flexible approach,
based on risk assessment, added to these sectiong the Disseldorf meeting, was
confirmed (sed.ive from Brussels N°39

However, the text still includes a great numbeadditional requirements concerning,
amongst others, pool maintenance, emergency aadiatgprocedures.

Due to a significant delay in the finalisation dfetstandard, CEN postponed the
deadline for submitting the drafts of Part 1 antbZhe CEN Management Centre
until the end of September 2007. In case of apprdva standard should be available
in June 2008.

HOTREC, which participated with liaison status &k tmeetings of the WG in
Dusseldorf and Lyon, welcomed the fact that soroeigions of the original text have
been modified to ensure more flexibility in key ex$p relevant to hotel pool
operators. This is crucial as HOTREC believes ,thathough standards are
described as “voluntary”, they can easily becomguiations “by the back door”,
without giving stakeholders the opportunity to edmite to their making as it would
be the case in a more transparent and democratjslative process. The HOTREC
Secretariat will continue to keep an eye on thisués so as to avoid that hotel
operators have to face unnecessary additional msde

o CEN: new feasibility projects for service standasdtion

The Comité Européen de Normalisati@EN) has recently announced on its website
the launch of a number of new projects for thequeB007/2008, 4ssessing the needs
and benefits of standardisatibnn the field of business services and consumer
oriented servicesrbt yet benefiting from standardizatianThese new projects have
been put forward by CEN Members (i.e. national déadisation bodies) following
the Second Programming Mandate by the European @Cxsiam addressed to CEN in
the field of services in July 2005 (EC Programmimgndate M/371).

Amongst the new feasibility projects announced BNC the following could be
relevant to the hospitality industry:

- Accessibility services in transport and tourigPngject Leader AFNOR);

- Welcome/ reception services (Project Leader: AFNPRject Partner: NEN);

- Recruitment services (Project Leader: AFNOR; &bPartner: NEN);

- Outsourcing (Project Leader: NEN; Project PagnBiSI, DS EVS SNV);

- CEN Horizontal European Service Standardizatitvat&gy (Project Leader: BSI;
Project Partners: AENOR, DIN, DS, NEN and EVS).
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HOTREC wrote to the Project Leaders in charge eSéhnew projects asking further
information to clarify whether, and to which extestandardisation activities in these
fields would be relevant to the hospitality indystiAs a matter of fact, HOTREC and
its Member Associations are of the firm opiniontte&ndardisation bodies should
not be mandated to develop standards, as longasmtiustry has not been consulted
on such potential work. HOTREC will continue tddal closely the developments on
the issue to make sure that the voice of the radgpisector is taken into account.

CONSUMER AFFAIRS

o Cross-border contractual disputes between consunrercountry A and
hotelier/restaurateur in country B

The issue concerns contractual disputes betweensaumer located in country A and
a hotelier/restaurateur located in country B. Sih680, the Rome Convention has
been laying down the rules as to which law apptiesich a cross-border dispute.

According to the Rome Convention, the law whichlegspin cross-border consumer
contract disputes, in principle, is the one of tbentry where the consumer resides.
However, this rule does not apply in case of a reattfor the supply of services

“where the services are to be supplied to the coasenclusively in a country other

than that in which he has his residehci other terms, in case of a contractual
dispute between a consumer located in country Aaamaltelier/restaurateur located in
country B, the law will be that of the locationtbe hotel or restaurant.

Currently, there is a European Commission propos&lecember 2005 to revise and
include the rules of the Rome Convention into anfggulation (COM (2005) 650).
The draft proposal by the European Commission dumscause the hospitality
industry problems as it upholds the exception #® dpplication of the law of the
country of the consumer for thedntract for supply of services exclusively in a
country other than that of the consurigarticle 5(3)(a)). The draft report prepared for
the first reading in the European Parliament algoholds this exception
(COD/2005/0261). However, a number of MEPs subihigeme amendments to the
draft report, effectively deleting this exceptidie European Parliament’s committee
on Legal Affairs is expected to adopt its reportldnJune 2007. This report will then
need to be voted in the plenary session of the gaao Parliament.

On 19 April 2007, the Justice and Home Affairs Caludebated the proposed EU
Regulation (Rome 1) but did not touch upon artigleThis article is expected to be
discussed further on 12 June 2007.

HOTREC and its Member Associations alerted MEPs maiitbnal governments on
this issue. In HOTREC's opinion, contracts concegrinotel and restaurants services
enjoyed abroad by the consumer should continueetgdyverned by the law of the
country where the hotel or the restaurant are lecitas it is the law of the country of
consumption: the services are fully consumed irhtitel or in the restaurant.

In terms of business impact, it is essential tgokieemind that 95% of hotels and
restaurants in Europe are very small enterprisasm¢tioning with less than 10
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people). A change in the law applicable, as suggkdty some of the recent
amendments proposed, would imply for them to hadeal with the legal systems of
all the countries from which they would receiveturs.

In addition, the consumption at the place of theise provider facilitates immediate
complaints and immediate resolutions of any possibhflicts. In the interest of both
parties, the consumer should not be encouragedosippne a dispute until he/she
returns to his/her residence under the argument tih@ law of his country of

residence will in any case apply.

o Fire Safety — to be left at national level

In February 2007, Meglena Kuneva - the new BulgaEaropean Commissioner for
Consumer Protection - replied to a European Pagii@mquestion on fire safety at EU
level: she stated that the majority of Member State not currently support further
action at EU level in this area.

This message confirms the information gathered WTREC after a meeting of
experts on fire safety in hotels on 27 April 206@TREC welcomes the fact that the
European Commission is not planning any furthercactit EU level in the area of
fire safety as “the question of fire preventionpismarily the responsibility of the
Member States”. In line with the principle of subarity, HOTREC is convinced that
a recommendation remains the best legal instrunmetfis area.

o Latest update on review of consumer protection aisqu

On 8 February 2007, the European Commission lauhahmublic consultation which
identified a number of problems in the current econer protection legislation.

As reported inLive from Brussels N°3@nd N°39, the European Commission
suggested chosing between 2 approaches:

» a vertical approach consisting of the individualisen of existing Directives
(e.g. revision of the Package Travel Directive)tloe regulation of specific
sectors in one Directive (e.g. Directive on tourisnecluding provisions of the
package travel);

* a more horizontal approach, adopting one or maméwork instruments to
regulate common features of ttecquis”. This framework instrument would
provide common definitions and regulate contractigdts and remedies.

There could also be &*&pproach, which currently seems to be favoureMéglena
Kuneva, the EU Commissioner for Consumer Protectibms would consist of
combining the first 2 approaches and making a Comiframework Reference for
the general contract law issues as well as sep&®iagetives dealing with sector
specific issues like package travel.
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In 2004, the European Commission had already laeohch study on the
implementation of 8 directives protecting consumexonomic interests (amongst
others the Package Travel Directive) in the Menfbtes, including case-law and
administrative practice. This “Comparative Analydias now been published on the
European Commission website for Consumer Affairs
(ec.europa.eu/consumers/cons_int/safe_shop/acugles/ien.htm). This study
revealed that the implementation of these 8 Divesti-currently under review- in the
different Member States is sometimes incoherent thatl the Directives contain a
significant number of ambiguities.

Of real relevance to the hospitality industry woblkl the specific Working Paper on
the Package Travel Directive, which according tofficial information, should be
published in May 2007.

The hospitality industry as well as the tour operftavel agent industry are
obviously very concerned with any development iatiom to the Package Travel
Directive. HOTREC will have to watch that the remsdoes not add to the burdens
for hoteliers. HOTREC is looking forward to parpeite in the consultation which the
European Commission should launch on the Packageel Directive.

COPYRIGHT

o Hotel rooms and copyright

As reported inLive from Brussels N°3the European Court of Justice (ECJ) was
requested by the Provincial High Court of Barcelam@ahe SGAE v Rafael Hoteles
Case C-306/05 to issue a preliminary ruling oniisele: Doesthe installation in
hotel rooms of television sets to which a satetlitéerrestrial television signal is sent
by cableconstitutean act ofcommunication to the pubfiainder Directive 2001/29
on copyright on the information society? SGAE (aaph copyright management
society) maintained that Rafael Hotels had breaawgright rules by not paying
fees for the retransmission of TV programmes irehaoms.

On 7 December 2006, the European judges - followiagviews of the Advocate
General - ruled that:While the mere provision of physical facilities sa®t as such
amount to communication withthe meaning ofthe Copyright Directive mentioned
above],the distribution of a signal by means of televissets by a hotel to customers
staying in its rooms, whatever technique is usedrdosmit the signal, constitutes
communication to the public within the meaning diicke 3(1) of that Directivé
Furthermore, the ECJ stated that the private naifitetel rooms is irrelevant, as it
“does not preclude the communication of a work bgnseof television sets from
constituting communication to the public within threeaning of Article3(1) of the
[Copyright Directive]".

The European hospitality sector regrets that theJ§@dgment did not take into
account the jurisprudence and legislation of so ynearopean countries confirming
the industry’s point of view that hotels should hatve to pay copyright fees for
making TV broadcasts available to their guesthaprivate sphere of a hotel room.
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The ruling is perceived all the more unbalancedh®yhospitality industry as there is
a deep sense of discontentment in the sector coingethe way collective rights
management is practised in European countries. [Blok of transparency in the
setting of copyright tariffs and the monopoly piositof Collecting Societies are some
of the concerns that urgently need to be addreasdflJ and national level to bring
more balance in the relationship between Collectagieties and copyright users.

o Hotel rooms and neighbouring rights

Another request for a preliminary ruling in relatito the issue of copyright and the
installation of TV sets in hotel rooms was lodgedope the European Court of Justice
(ECJ) by the Spanishribunal Supremmn 22 September 2006 (Case 39FU&EDA

v Al Rimg. The Tribunal Supremorequested from the ECJ a clarification as to
whether hotels have to pay neighbouring rights f@esthis case to phonogram
producers and producers of first fixations of fijnfisr “the installation in hotel rooms
of TV sets to which a terrestrial or satellite teggon signal is sent by calile

However, following the ECJ’s ruling in the Case @BA5SGAE v Rafael Hoteles SA
of 7" December 2006 (see previous article), the Spahisiunal Supremalecided to
withdraw its request for a preliminary ruling inetieGEDA v Al RimaCase,
considering having obtained the necessary clatiba.

HOTREC will continue to monitor closely the devebents of this case which is still
pending before the Spanish Tribunal Supremo.

INTERNAL MARKET FOR SERVICES
o  Services Directive finally adopted!

On 12 December 2006, the Council and the Europeatiafent adopted the
Directive on the services on the internal marketrd€ive 2006/123/EC) This
Directive, adopted after more than two years aénse discussions and negotiations
(see various issues bive from Brusselérom N° 30to N° 38, establishes a general
legal framework to facilitatethe exercise of the freedom of establishments laad t
free movement of services, while maintaining a lgdlity of services(Art.1).

The final text maintains the call for more trangrany in information to be provided
to consumers in relation to services offered (hotatsification is mentioned as a
special area of concern - Recital 102). Furthermibre Directive upholds the call for
the development of European standards for ser{fes26, 5).

HOTREC welcomed the adoption of this important &ive as it should have a
positive impact on the EU economy as a whole ardhtispitality sector, reducing
red tape and increasing cross-border tradéor those hoteliers and restaurateurs
who wish to provide services or establish theiribesses in another Member States it
should now be easier to deal with the necessaryrasirative procedures!

10.J. L 376/68 of 27 December 2006, p. 36-68
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However,HOTREC regretshat the final text still includes references te theed of
European standards in relation to qualiffOTREC is of the opinion that the issue of
quality of services should be left to the industng that the development of standards
should be fully market driven and not encouraged \dgmber States or the
Commission. Furthermore, HOTREC reiterates that, lasg as standardisation
bodies do not reform their working methods in theedion of increased
transparency and consultation with the industryeytrshould not be mandated to
develop standards!

PAYMENTS WITHIN THE EU

o Sector inquiry into payment cards

On 31 January 2007, the European Commission p@didte final report on the retail
banking inquiry
(http://europa.eu.int/comm/competition/antitrusté@sisector_inquiries/financial _ser
viceg. This report details a number of competition @ns in the markets for
payment cards, payment systems and retail bankneglupts. The final report
mentions that restaurants and hotels are amongsingrchants paying the highest
average rates for MasterCard and Visa card acosptan

HOTREC welcomed the finding of the final reporerefd to above that restaurants
and hotels are patrticularly hit by the fees chardedaccepting payments by means
of cards and hopes that the European Commissiohfind ways to correct this
situation These issues were already discussed in detail gerainar organised by
HOTREC in Berlin on 18 October 2006.

o EU Competition rules

Alongside the sector inquiry into retail bankindgiet European Commission is
pursuing its review of payment card systems undéc&mpetition rules. On 23 June
2006, it sent a confidential “statement of objetsibto MasterCard. It took the
preliminary view that MasterCard restricts compeatitbetween member banks by
pre-determining a minimum price which retailers tpay for accepting MasterCard
and Maestro branded payment cards.

A final decision in the MasterCard case is expeatdtle coming months.

On 15 November 2006, HOTREC presented a statemetiteaoral MasterCard

hearing. HOTREC confirmed some of the findings ftbenEuropean Commission’s

interim report but also stated that the objectieéshe hospitality industry concerning

the card payment system review are the following:

- full transparency on the different components of the merchant serelarges
and justification for the methodology (percentagersus fixed sum) for
calculating the amount requested for all comporestsl
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- full transparency of cost of payment cards for consumers, includingts for
ancillary services, as well as information on thests covered by the merchants,
in order to inform consumers well of the real colstard payments.

o Directive on payment services in the internal matke

As reported irLive from Brussels N° 38part from the competition law issues raised
by payment cards, the European Commission hasdalsioled to tackle the overall
payment system in the EU. On 1 December 2005, apgsed a Directivéon
payment services in the internal marké€OM (2005)603final). In sum, its aim is to
create a Single Payment Market as there are clyr2htdifferent sets of national
rules which hinder cross-border payments in terfnsost and security. One of the
advantages would be that consumers can use diebit skrvices (a common and
cost-efficient mean of payments for gas, wateretepghone bills) on aross-border
basis.

The text of the proposed Directive was examinedheyCouncil of Ministers on 28
November 2006 and agreed by the 27 European Fimaimisters on 27 March 2007.
The EP debated the proposed Directive on 23 Afil72and is due to vote on it
during the plenary session on 24 April 2007.

The aim is to make cross-border payments as easgpcand secure as “national”
payments within the Member States. The end reboltld be savings of about 3% of
EU’s GDP currently spent on payment costs.

Easy, cheap and transparent payment systems acetfar the hospitality sector, as
every hospitality enterprise has to deal with a titwde of transactions on a daily
basis, mainly in relation to consumers. HOTREC @sdMember Associations of
course welcome the efforts at EU level to imprawess:border payment servicedy
credit card, debit card, electronic bank transfed#ect debit and other meansin
the internal market. It should result in a lowerstdor hoteliers/restaurateurs when
they deal with payments from customers within tbe E

ENVIRONMENT
o Impact of climate change on tourism

On 10 January 2007, the European Commission prdp@smmprehensive package
of measures to establish a new Energy Policy faoj®ito combat climate change.
As part of this package, the European Commissi@ued the Communication
“Limiting Global Climate Change to 2 degrees Ced&iu According to this
Communication, strong scientific evidence shows tingent action is needed to limit
the consequences of climate change to a managdebdé In the text, the
Commission underlines that the benefits of limitatighate change outweigh the costs
of action and it warns that some regions “will sufflisproportionately”. For example,
in Southern Europe the consequences of climate gehamould be particularly

2 hitp://ec.europa.eu/environment/climat/pdf/futurgtian/com 2007 2 en.pdf
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detrimental and the tourism sector could be aftesignificantly during summer, due
to extremely high temperatures and shortage ofrwate

Together with the Communication, the European Caseion issued an impact
assessment, which is partly based on an on-goindy S(PESETA project) co-

ordinated by the Joint Research Centre of the Casion. The project evaluates the
economic ramifications of climate change in keytsexfor the time horizons 2011-
2040 and 2071-2100. The study clearly affirms thiatate change is likely to modify

the habits of tourists and their flows within th&).Bn particular, it is reported that

climate change would alter the streams of NortHewnopean tourists (around 100
million people per year) to the countries of the diflerranean, with very large

implications for the destinations involved. The eawith excellent conditions for

beach tourism, currently located in the Meditereanarea, would shift towards
Northern Europe. However, according to the impaseasment, the conditions in the
Mediterranean countries would improve in spring aodumn. Therefore, based on
the assessment, the Commission concludes tioat targe these distributional effects
will be, depends on the adaptation of tourists,risis businesses and entire
societies.

In response to the climate change challenges, th®&mnber States endorsed the key
elements of the package of proposals put forwardth®y Commission for an
integrated approach to an EU energy and climatengehgolicy at the European
Council on 8-9 March 2007 (e.g. EU commitment tbiece at least a 20% reduction
of greenhouse gas emission by 2020 compared tg A8@tion of an Energy Action
Plan for the period 20077-2009).

HOTREC and its Member Associations share the coiscef the EU institutions in
relation to climate change, and in particular witbgards to its possible impact on
the tourism sector.

TRAVEL RELATED ISSUES
o Air transport in the EU-ETS?

The intention of the European Commission describddve from Brussels N° 3&nd
N° 38became a formal proposal. On 20 December 2006 ¢timemission published a
draft Directive (COM (2006) 818 final) to includeviation in the EU Emission
Trading Scheme (ETS). This scheme includes mo#teoindustries, and allows the
trading of emission rights, allowing “cleaner” emeses to sell their rights left over
to more polluting ones.

Emission from air transport is in charge of 3% df [greenhouse gas emission,
showing an increase of 87% since 1990. The aim reduce C@emissions by 46%
by 2020 compared with business as usual.

The proposed Directive will cover emission fromréaEU flights from 2011 and all
flights to or from EU airports from 2012. Becausetloe measures taken by the
airlines to comply with the Directive, the Europgaommission expects a ticket price
increase between 1,8 and 9 euros and an even magkerfor long-haul flights.
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The EU environment ministers at their meeting onFabruary 2007 were all in
favour of including aviation in the ETS, but welsaakeen on not to put European
operators into a competitive disadvantageous pwosifThey requested to apply the
rules to all air operators at the same time, whiddueopean or non-European.

HOTREC invites the European decision makers to dntle& proposal in a way, so
that the new rules will be applicable for all flighto and from EU airports at the
same time. Introducing the system only to intra-@omity flights first would mean
higher costs for tickets within the EU only, andstfor an unforeseeable period of
time, making non-EU destinations more favourable BEaropean travellers. That
would lead, as in the case of the proposed newResgulation, to the loss of tourists
and to a potential increase of unemployment inttheism sector, which cannot be
welcomed by the EU decision-makers.

Furthermore, such a new financial burden would l@tipularly detrimental for
islands and countries which are mainly accesseaibyTheir particular situation
should be reflected upon carefully while reviewiing proposed Directive.

o New airport package

A 60% increase in the number of airlines in thd les years, and an increase of
passenger number of 8,5% from 2004 to 2005 haveightodelays and other

problems on ground. The European Commission thergfoblished a new airport

package on 24 January 2007, which should handietpeoblems. The aim of the

measures is to offer a common set of rules to Ipdiepand enforced in a uniform

manner throughout Europe.

The package comprises:
- aproposal for a Directive on airport charges,
- acommunication on airport capacity, efficiency aaéety, and
- areport on the implementation of the groundhaigdirective.

The proposed Directive requires vis-a-vis the aipoand the airlines total
transparency, user-consultation and the applicatidnthe principle of non-
discrimination when calculating charges. It shoalso create independent national
authorities to arbitrate and settle disputes. Tirediive will apply to airports with
over 1 million passengers a year. It may enter fotoe 18 months after its adoption,
that means an application from about mid 2009 eetrliest.

In parallel, the proposal for a Regulation on commoles for the operation of air
transport services in the Community — recast (CQ®I0O6) 396 final) — is dealing
with the transparency of air fares vis-a-vis thessgmgers. All the elements
contributing to a ticket price should be made \esibrhe issue is currently being
discussed in first reading at the European Parlme

HOTREC will follow the developments in these issGesnmon principles for airport

charges will help to settle the problem of non-saarent charging schemes, which
will also facilitate the better understanding ofethnformation provided for the
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travellers. More efficient use of existing and revport facilities will also enhance
travellers’ life, saving time spent with travelliond therefore enabling more time to
be spent at their travel destination.

o Extension of Schengen to new Member States

EU Ministers of Interior agreed at their Justicel afnome Affairs (JHA) Council
meeting on 5 December 2006 that expansion of tiher®&en area to new Member
States could happen at the end of December 20@/liflihg of borders in the field of
air transport would occur at the end of March 2008, parallel with the
implementation of the new flight timetables.

The green light for the extension would finally §@en country-by-country by the
Council in autumn 2007, after a formal positiveesssnent of their ability to control
their external borders, as well as their capacitytegrate into the common Schengen
data base information system.

Among the 10 new Member States, only Cyprus deciddakep its borders in place.
The Mediterranean country’s participation in theh&wen area can be expected,
when the new generation of the Schengen Informaigstem (SIS II) is operational.
Switzerland will join the Schengen area at the séime as the 10 new Member
States of the EU.

HOTREC welcomes the extension of the Schengernatba new Member States, as
it will facilitate the movement of tourists withthe enlarged EU. It should also
contribute to enhancing third country tourists isivthe Eastern part of the EU, with
the single Schengen visa.

o Visa policy

As announced in the previousive from Brussels No. 39several industry
stakeholders prepared a common industry positiothenEuropean Commission’s
proposed Regulation establishing a Community Cddésas. In this paper ECTAA,
EFCO&HPA, GEBTA, HOTREC and IRU regret that the neissa procedures and
conditions are intended to be introduced withoyt @nsultation of stakeholders or a
proper impact assessment on the tourism industgel(ive from Brussels N° 3@r
the main points of the proposal.) The position papas sent to both the European
Commission and the European Parliament.

With the decision of the JHA Council of 5 DecemB@&06 to extend the Schengen
area to the new Member States at the end of 286 hdéw Community Code of Visas
will apply to all Member States participating iretlschengen area upon entry into
force.

The European Parliament is currently discussingdté Regulation in first reading.

As this issue is dealt within the framework of twedecision procedure, the European
Parliament and the Council will have to reach aragent on the proposal.

23



HOTREC, of course, shares the fears of ECTAA, EFBP&, GEBTA and IRU,

stated in the above mentioned common position oeiber 2006, regarding the
drastic changes in the procedure and the price ease of Visa applications.
HOTREC also strongly regrets, that in spite of @@nmunication from the European
Commission of 17 March 2006 on “A renewed tourissiicy: Towards a stronger

partnership for European Tourism” the industry waat in any way involved in the
preparation of this proposed Regulation.

TOURISM
o  Tourism Sustainability Group — Report

As reported inLive from Brussels No 32he Tourism Sustainability Group (TSG),
was set up to contribute to the sustainabilityhef tourism industry in Europe.

Its final report was published in February 2007. dfficial web based consultation
based on this final report was launched on 19 A7 in view of the preparation of
a proposal for an “Agenda for a sustainable andpstitive European tourism”, to be
adopted in September 2007.

The final report identifies 8 challenges for thartem sector:
- Reducing the seasonality of demand;
- Addressing the impact of tourism transport;
- Improving the quality of tourism jobs;
- Maintaining and enhancing community prosperity apality of life in the
face of change,;
- Minimising resource use and production of waste;
- Conserving and giving value to natural and cultheaitage;
- Making holidays available for all; and
- Using tourism as a tool in global sustainable dewelent.

The document also suggests responsibilities faomadty the different stakeholders,
namely of the European Commission, the nationakgawents, the local authorities,
tourism businesses, tourists and other bodies, sscleducational and research
establishments, trade unions consumer associatiblfiOs and international
organisations.

The TSG report also provides a timeframe for thes@us actions.
The text of the TSG report may be found on the geam Commission’s Tourism

Policy website:
http://ec.europa.eu/enterprise/services/tourism&nu sustainability group.htm

Contributions to the consultation are to be senth&o European Commission by 14
June 2007. The electronic format of the public citasion is available on the
website:

http://ec.europa.eu/enterprise/services/tourisneguebility public_consultation.htm
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The hospitality industry was represented on the TG&Gohn Power, Ireland and
Natalie Flynn, Malta. HOTREC welcomes the initiatito promote and broadly
discuss the issue of sustainable tourism. HOTREIC aentribute to the public

consultation as sustainable tourism developmend isey issue for the long term
perspectives of the HORECA industry.

o  EP own initiative report on tourism

The European Parliament intends to issue an owiatige report on Tourism this
year. The TRAN Committee of the Parliament circedathe following 6 questions to
several stakeholders inviting them to contributégaeport.

1) What are you expecting from the initiative repofr the European Parliament on
tourism?

2) What are the EU competences/policies which @andmsidered as having a major
impact on tourism? Can you indicate any patrticfilefRegulation?

3) Do obstacles exist at European level that preyen from implementing a useful
and efficient tourism policy/business activity?

4) Are there, to your knowledge, major differencesthe visa delivery policies of
Member States of the EU that would have consequeennethe choice of the first
country of entrance of non EU tourists and on tleedom of movement of those
tourists across the EU? Can you see other issleedeo the EU visa policy and
national practices that have consequences footiresin industry?

5) Do you have any suggestions on standardisateldsf (or a quality labels)
regarding tourist services that could be relevagilhlevel? How?

6) Do you consider that consumer rights for tosriate sufficiently taken into
account? If not what is missing? Why?

In its answers, HOTREC drew the attention agaith® economic importance of the
tourism industry and to the dominance of small gmigses in the hospitality sector.
HOTREC also expressed its desire for better coatthn within the European

institutions of the measures, which are likely ti@et the tourism industry. HOTREC
reflected on numerous issues currently dealt withthee European institutions and
with high relevance to our sector (i.e. VAT, hygieviisa policy).

HOTREC also repeated its call for reducing admiatste burdens and cutting red
tape.

The position on standards was expressed in thigmpapgain, stating that the vast
majority of the European hospitality industry doest currently see the need for the
development of European or international standamlssides that, HOTREC called
for more transparency and full consultation of thedustry as regards the

standardisation bodies.
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o European Maritime Policy — Green Paper

On 7 June 2006, the European Commission publistse@Green Paper “Towards a
future maritime policy for the Union: A Europearsiain for the oceans and seas”.

The Green Paper tackles the maritime sector irnadbsense, not only focussing on
the shipping industry, but also dealing with thelppems of tourism, fisheries, spatial

planning and environmental issues. Among otheespHper draws the attention to the
danger for coastal areas of rising sea levelsdéwelopment of coastal tourism and
the importance of the involvement of all relevataksholders in spatial planning.

Since June 2006, many conferences have alreadyobganised on this topic.

The consultation period for the Maritime Green Ragmds on 30 June 2007. The
Green Paper can be downloaded in ten differentulages from the following
website:  http://ec.europa.eu/maritimeaffairs/policy en.htool Since  the
publication of the Green Paper, a great numbepbnfezrences have been organised to
discuss the subject matter.

HOTREC welcomes the initiative of the European Cission to enhance European
Maritime policy, involving all stakeholders. As tlsea is Europe’s most popular
holiday destination (63% of European tourists cleodse sea as their destination),
HOTREC feels the necessity of a balanced, susti@nddévelopment of European
coastal areas.

] Tourism statistics

In relation to tourism the following publicationsom Eurostat, the EU statistical
office, have recently been issued:
* Main features of the services sectdtatistics in Focus, 19/2007;
* Winter Season tourism trends 2005-2088tistics in Focus, N30/2006;
* Regional tourism in the European Uni@tatistics in Focus N27/2006;
» European businesBacts and figures; Data: 1995-2005, (Chapter 19:téls
and Restaurants)

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

http://epp.eurostat.ec.europa.eu/portal/page? gratier3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-SF-07-(Mrin features of the services
sector)

http://epp.eurostat.ec.europa.eu/portal/page? gratier3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-NP-06-Q@{inter season trends)

http://epp.eurostat.ec.europa.eu/portal/page? gater3,46587259& dad=portal&
schema=PORTAL&p_product_code=KS-NP-06-@Régional tourism)
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http://epp.eurostat.ec.europa.eu/portal/page?_g=ab@r3,465872598& dad=portal&
schema=PORTAL&p_product _code=KS-BW-06-0(Huropean business; only in
English)

o  European Tourism Forum

The 8" European Tourism Forum was held in Cyprus, onlthé7 November 2006.
The Forum was organised in the framework of thriéerént workshops with the
titles:

- New technologies, new tourists (workshop 1),

- New instruments, innovative partnerships (worksgpp

- New trends, new markets (workshop 3).

Susanne Kraus-Winkler, Member of the HOTREC Exseuttommittee presented
the introductory remarks for workshop 2, and dekdea presentation on Wellness as
a growing niche in the hospitality sector in worspl!8.

The documents and presentations related to th&dairism Forum in Cyprus are
available on the following websitattp://www.etfcyprus2006.com.cy/

The 6" European Tourism Forum is to take place in AlgaRertugal on 26 October
2007. The next Tourism Forum will be a one day gventh a plenary session
involving three panels. The main Forum theme wdl“Bustainable Management of
Tourism Destinations” and the three panels wiltdss the following topics:

- Management and Conservation of the Natural aritufali Heritage;

- Management of Destination Resources;

- Job Creation through Sustainable Management.

An official programme will be circulated later.

REGIONAL POLICY
o  Cohesion Policy 2007-2013

The European Commission is currently examining difeerent National Strategic
Reference Frameworks (NSRF), and Operational Pmogy@P) of the 27 Member
States. As of 12 April 2007, all Member States haubmitted their NSRFs to the
European Commission. Negotiations on these dociamegeate until now concluded
successfully with Malta, Greece and Austria.

Before the national calls for projects in the difiet areas can be launched, the
Member States have to negotiate their plans omuskeof the European Funds. This
process is still in process with the Member Statgsch means that the first calls for

proposal are only expected in the coming months.

For the details of the negotiation procedure, see:
http://ec.europa.eu/employment social/esf2000/fleavc en.html
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HOTREC is following the developments in the Colmestolicy, as many tourism
related projects may benefit from European fundhécoming years.

ENLARGEMENT
o EU - Romania and Bulgaria

On 1 January 2007, Romania and Bulgaria becam2athand 27 Member States of

the European Union. With this step, the Europeami@ission now has 27 members,
with the Bulgarian Commissioner Mrs. Meglena Kunenesponsible for Consumer
Protection, and the Romanian Commissioner Mr. Labr@rban, responsible for
Multilingualism.

Following the current enlargement, the Europeatid®aent now has 785 Members
temporarily, including 35 Members from Romania ab8 from Bulgaria. That
number will be reduced again to 732 with the néa¢tens in 2009.

Both Romania and Bulgaria have a rapidly growingrism industry. EUROSTAT
figures show, that from 2000 to 2006 the turnovetex in hotels and restaurants
grew by 12.4 % per year on average in Bulgaria,388 % in Romania, compared to
3.3 % for the EU27 (however the values reflect gesnnot only in terms of the
volume of sales but also prices). In terms of emplent, both new Member States
show an increase above the average of the EU2theliperiod of the last six years
Bulgaria showed an increase in employment in theRHOA sector of about 60%,
while the same figure for Romania shows around 2@&6émpared to around 12% in
the EU27).

a Eurozone

On 1 January 2007, Slovenia became th® @mber State to introduce the Euro.
The transition from the “tolar” to the Euro was qaleted without incident. However,
the Slovenian Finance Minister Mr. Andrej Bajuk mened that the only cause for
concern was the increase on prices in the restausaid cafés. This information was
also confirmed by the President of the Sloveniamt@é Bank. The Slovenian
consumer association received over 750 complagtasimg to the restaurant services.

It was not really a surprise, since, according Euaobarometer survey, in November
2006, 21% of the Slovenian hospitality enterprigdmitted that they were planning
to adjust their new prices in euro upwards.

According to the conclusions of the regular twofjyeaonvergence report published
on 5 December 2006 by the European Commissioméle candidates for entering
the eurozone seem to be Cyprus and Malta in 2008:eMer, both Member States
have some difficulties in complying with all the B&richt criteria. Nevertheless,
Cyprus formally applied to join the Euro from 1 dary 2008. The European
Commission and the European Central Bank will as€sgprus’ application and give
their decision in a report in mid-May 2007. Theafinlecision may then be taken by
the European Council in June 2007.
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HOTREC ACTIVITIES
] HOTREC General Assemblies

The last HOTREC General Assembly took place iniBash 20 October 2006. Ms
Dagmar Wohrl, Parliamentary State Secretary ofRéderal Ministry of Economics
and Technology, was the keynote speaker and addréhe main priorities of the
German EU Presidency during the first half of 2007.

The General Assembly discussed a number of isglegtsng to standards; VAT rates;
tourism; copyright; diet, physical activity and Fba alcohol policy; hotel
classification; and a European quality scheme. dnnection with the General
Assembly a seminar orPayments within the EUvas held, which focused on the
issue of credit card payments and competition abmal and European levels.

The next HOTREC General Assemblies will take plackisbon, Portugal, on 26-27
April 2007 and in Vilnius, Lithuania, on 27-28 Septber 2007.

The full press release issued after the Berlin mgstcan be accessed on
www.hotrec.epsection “News & Publications”.
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