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FOREWORD BY FERGAL TOBIN, -
FEP PRESIDENT

Dear Madam, dear Sir,
Dear colleagues,
Dear friends,

If I have to summarise the year we had, | would say thrilling...
Publishing has never been so much in the news. This clearly affects us in our daily professional life,
as it does in the way we represent our interests in Brussels and at national level.

Do books still need publishers? Can authors sell their work direct on the internet? Do publishers
still add value in the digital world? If you are a publisher reading these lines, we probably share the view
that we remain an essential part of the creation chain. If you are a politician or an official working for the EU
institutions, we may need to convince you that in a world where information is omnipresent, publishers still
perform an indispensable task. Who else will select, check, host, manage, finance and disseminate high-value
content to the widest possible readership?

If our role is to be sustained in the years to come, we need a balanced legislative framework. First
in importance is intellectual property, the property in which we invest and which allows us to recoup
that investment. The current EU legal framework is fit for purpose, even if some adjustments might have
to be undertaken in such areas as orphan works. Publishers support a legislative solution for these works
in libraries’ collections whose rights holders cannot be located. In such cases, the search for these rights
holders becomes the issue, so that when found they can be requested to grant the necessary permissions,
thus enabling the works to be digitised and made accessible to internet users all over the globe, while still
observing the core principles of copyright law. Publishers have been at the forefront of designing a tool
which will greatly facilitate the search for such rights holders i.e. ARROW, the Accessible Registries of Rights
Information and Orphan Works towards Europeana.

When it comes to out of commerce works, publishers believe that only voluntary licensing can work.
The backlist is the essential core of each publishing house. Many publishers, all across Europe, are digitising
their backlists. We understand that for librarians to give access to truly out of commerce works might be an
objective and we agree that this can be done. However, we need to have a number of safeguards in place lest
this is done without the informed agreement for the rights holders affected by such a scheme. This might
sound rather technical but it is also quite political. When we examined the Google settlement, we agreed
that rights holders had to be consulted before their books were made available on the internet. The same
principle must stand here.

Cultural industries and especially the first European industry, book publishing, are at the centre of
European attention. Everyone knows that innovation and growth come from our sector: we are embracing
digitisation and new technology with vigour and enthusiasm. A balanced and fair copyright regime is as
essential in the digital as in the analogue environment. We need positive legislation. FEP remains vigilant, on
behalf of all its members across Europe, in promoting this ambition.
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| could not conclude this foreword without mentioning value added tax. eBooks, the subject of all
attention, are penalised in terms of taxation. FEP has been pressing the European institutions to revise their
views, reminding them that a book is a book, whatever its format is. Content is content. The coming months
will be essential for our sector as the transition to eBooks accelerates. The European Union should not ignore
this. Rather, it should address the very obvious taxation anomalies that we have identified.

Yours with my kindest regards

o

—

Fergal TOBIN

.
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FEP NETWORKS

To increase the visibility of trade organisations in Brussels, it is absolutely essential to work with other
associations and unite forces on common issues. FEP does not derogate to the tradition.

The other actors of the book chain (writers represented by the European Writers Council (EWC) and
booksellers represented by the European Booksellers federation (EBF) are our closest partners and in addition
to work together on the European Union Prize for Literature (EUPL), we meet regularly to exchange views and
information. With the (EBF), we have launched a campaign to explain why we don't think the cultural flat rate
(one fee to have access to all content on internet for free) is a good idea.

As a community of publishers, we collaborate with our colleagues of STM (the International Association
of scientific, medical and technical publishers) as well as colleagues of newspaper publishers associations
(ENPA) and magazine publishers (FAEP) and with the European Publishers Council (EPC).

FEP also works closely with IFRRO (International Federation of Reproduction Rights Organisations) based in
Brussels and with its different constituencies: authors, visual creators and RROs.

We also network with other colleagues of the cultural and creative industries’associations within the Creative
Media Business Alliance (CMBA). At a dinner hosted by CMBA in Strasbourg, the guest speaker was British
publisher Richard Charkin who charmed the Members of the European Parliament illustrating the daily life
of a publisher.

We also join ad hoc coalitions with colleagues from the cultural sectors on issues relevant to all of us. FEP
has joined the Board of the Cultural and Creative Industries’ Platform to represent the position of our sector.

We wish to thank all our colleagues for the excellent work we achieved together and look forward to continue
these fruitful collaborations.

FEP MEETS

We have met four times this year. In May 2010, we held our General Assembly in Rome at the invitation
of our Italian colleagues, AIE. The outgoing President Federico Motta hosted an extraordinary meeting in an
historic setting.

In September 2010, we held the Executive Committee in Brussels and in November, our General Assembly,
the day after the ceremony of the European Union Prize for Literature.

In March 2011, FEP met in Ljubljana at the occasion of the World Book Summit.

In addition, we hosted a meeting in Frankfurt where we heard the President of the Conference of the
European National Libraries, Dr. Elisabeth Niggemann and the member of the cabinet of Vice-President
NeelieKroes, in charge of the digital agenda.

FEP IN BRUSSELS AND IN EUROPE

This report of activities is about our work in Brussels, Luxembourg and Strasbourg to present the views and
achievements of a thriving European publishing industry. To achieve this work we meet regularly officials
and politicians and we invite publishers to meet them.

We wish to thank all colleagues and publishers which have volunteered to travel to showcase the vital role of
their profession in Europe’s society.

Among the many visits FEP pays every year to the Commission, meetings with the Commissioners are always
an exceptional occasion to showcase our sector. This past year, FEP had a meeting with the President of the
European Commission, Jose Manuel Barroso. FEP President led an impressive delegation. This appointment
gave FEP the opportunity to insist with the President on the importance of having the right conditions for
the sustainability of our industry and especially in the field of copyright and taxation. The President, very
knowledgeable and a dedicated book-lover, agreed on the importance for Europe to have an independent
and healthy publishing sector. FEP has also met Vice-President Viviane Reding in charge of Justice,
Vice-President Neelie Kroes in charge of the digital agenda, Commissioner Androulla Vassiliou in charge of
Education, Culture, Multilingualism and Youth and Commissioner Michel Barnier in charge of the copyright
issues within the Internal market.
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FEP STATISTICS i

BACKGROUND

FEP has been gathering the best available information on a number of identified core data in order to produce
a series of tables for the period 2004-2009. Through processes of correction and integration, FEP statistics,
though some difficulties remain, are now more complete, clearer, more respondent to our needs and more
correct than before.

There is agreement on the need to improve the collection of statistics on the book industry in order to
support publishers’ lobbying activities in Brussels. Such need is based on the importance of providing FEP’s
counterparts in the European institutions with a reliable picture of the value of the book publishing industry
(in terms of income generation, of employment, of contribution to cultural diversity and so on); and also of
being able to build time series of fairly consistent data that allow to assess, at least broadly, the impact of
different variables (policy, economic conditions, etc.).

According to the latest information collected, in 2009 European publishers (EU Member States plus Norway
and Iceland) generated a turnover of some 23 billion € (down from 23.75 in 2008, mostly due - like the previous
year's decrease — to exchange rate differences), published some 515,000 new titles (up from 510,000) and
employed around 135,000 people full time (as the year before). Close to 6.5 million titles were commercially
available.

« FEP regularised its collection of data on the book sector in Europe, through a reviewed and improved
version of its questionnaire.

« FEP continued its effort of revision, integration and harmonisation of statistics on the book sector.
« FEP produced a new yearly set of figures on book publishing.
+ FEP prepared regular reports on the results of its surveys in the field of statistics.

« FEP decided to establish a Working Group to look into ways to improve the collection of data on the
e-book market.

== ~\|l|



DG CULTURE AND EDUCATION ~

The Education and Culture Directorate-General’s (DG EAC) mission is to reinforce and promote lifelong
learning, linguistic and cultural diversity, mobility and the engagement of European citizens, in particular
the young. It has three main aspects: building a Europe of knowledge, developing the European cultural area
and involving citizens in European integration. The Commission’s Agenda for Culture is founded on three
common sets of objectives: cultural diversity and intercultural dialogue; culture as a catalyst for creativity;
and culture as a key component in international relations.

The cultural and creative industries play an essential role in Europe’s competitiveness, as shown by the EC
commissioned study on the economy of the culture.

Even if culture is a subsidiary competence of the European Union, its regulatory environment is set in Brussels
in relation to copyright, competition, single market or VAT.

The Commissioner responsible is Androulla Vassiliou.
The Director General is Jan Truszczynski.

On 16 June 2010, an FEP delegation met with Commissioner Vassiliou; FEP met with the Commissioner in the
framework of the European Union Prize for Literature as well. FEP also met in several occasions with members
of the Commissioner’s cabinet.

MULTILINGUALISM

BACKGROUND

Languages are one of the key features of cultural identity. The European Union’s motto “Unity in diversity”is a
reflection of the multilingualism which lies at the heart of the EU. The European Union has always considered
its many languages as an asset, rather than as a burden. While committed to political and economic
integration among its Member States, the EU actively promotes the freedom of its citizens to speak and write
their own language. The three strands of the EU’s multilingualism policy are: encouraging language learning
and promoting linguistic diversity in society; promoting a healthy multilingual economy; promoting social
integration though improved knowledge and acceptance of languages.

The Commission published a study in July 2009 on the contribution of multilingualism to creativity. In
October 2009 DG EAC launched a Platform on Multilingualism in order to create a forum for exchange of best
practices for civil society stakeholders and to make recommendations on multilingualism.

« FEP participated in the meetings of the working group on ‘translations’ of the Multilingualism Platform,
with representatives of writers and translators.

+ FEP upheld the message that books are the fundamental vehicle of European culture, knowledge and
languages.

+ FEP highlighted regularly (including public hearings, EC meetings) the importance of translations for the
circulation of books at intra-community and international levels, in particular those from small linguistic
areas, as well as of the promotion of books abroad and of the linguistic training for book professionals.

« FEP was involved in the discussions about the possible creation of a Translation Prize by the European
Commission and its potential interactions with the European Union Prize for Literature.
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EUROPEAN CULTURAL PLATFORMS / GREEN PAPER ON
CULTURAL INDUSTRIES

BACKGROUND

In order to implement its three strategic objectives (promotion of cultural diversity and intercultural dialogue,
promotion of culture as catalyst for creativity in the framework of the Lisbon strategy and promotion of culture
as a vital element in EU external relations), the European Agenda for culture introduces new cooperation
methods with various stakeholders. The Commission proposed that civil society should concentrate its work
within two platforms on two topics of the European Agenda for culture: access to culture and cultural and
creative industries.

The platforms produced a set of policy recommendations, presented and discussed in a broad Cultural
Forum in September 2009. In April 2010, the Commission issued a Green Paper on “Unlocking the potential
of cultural and creative industries” (based also on the recommendations by the platforms) and a related
consultation; in September 2010, the Commission launched a consultation on the review of the Culture
programme after 2013.

In parallel to the platforms, Member States were also involved in the discussion through the open method of
coordination, which consists of agreeing common objectives, regularly following up progress towards them
and exchanging best practice and relevant data in order to foster mutual learning.

In reaction to the Green Paper, the European Parliament started an own initiative report, also called“Unlocking
the potential of cultural and creative industries’, by MEP Marie-Thérese Sanchez-Schmid (EPP, France). The
report was adopted by the Culture Committee of the EP in March 2011 and was voted in Plenary in May 2011.

« FEP took part in the two cultural platforms and actively contributed to the working group on creativity
within the platform access to culture and to the working groups on legal environment, mobility and
interface artist-industry within the cultural and creative industries platform.

« FEP expressed its concerns on the importance to encourage the creation of innovative content and to
respect intellectual property rights and pleaded for the platform to adequately voice the concerns of
the cultural industries regarding regulatory measures taken both at European and national levels and to
develop structural policies to support cultural industries.

+ In July 2010, FEP joined the Board of the Platform on Cultural and Creative Industries, which started
working on a declaration on the future EU Culture Programme.

+ InJuly 2010, FEP submitted its response to the Green Paper on cultural and creative industries; the paper
reasserted the importance of an encouraging regulatory environment, recommended mainstreaming
culture in all EU policies and called for a European Book Policy.

« FEP participated in the conference on Culture and creativity organised by the Belgian Presidency on 8/9
September 2010 and had contacts with the Belgian and the Hungarian Presidencies.

«+ FEP followed the development of the report on“Unlocking the potential of cultural and creative industries”

in the European Parliament, and met with the rapporteur and other relevant MEPs to present the views of

the publishing sector.

+ In December 2010, FEP submitted its reply to the Consultation on the future EU programme for culture
after 2013; in particular, FEP put forward the protection and promotion of cultural and linguistic diversity,
promotion of the transnational circulation of cultural works and products and widening access to
European cultural and heritage works; FEP commented also on the possibility of including the cultural and
creative industries in the programme and on the necessity of the development of new professional skills
for cultural operators, and highlighted the importance of the development of digital cultural content,
digitisation and new digital distribution and exhibition platforms.

———
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« FEP also produced a common position on the Consultation with the European Booksellers Federation
(EBF), underlining the need to support a sustainable environment for a healthy book sector and suggesting
that the future Culture programme provide the framework for the setting up of a European Book Office
(EBO) to facilitate access to information on the Culture programme to the book chain actors, to promote
specific lines related to books, such as grants for translation, to facilitate applications to calls, to enable
cooperation projects between the different stakeholders.

« On 25-26 February 2011, FEP attended the Culture in Motion conference organised by the European
Commission.

EUROPEAN UNION PRIZE FOR LITERATURE

BACKGROUND

The aim is to put the spotlight on the creative and diverse wealth of Europe’s contemporary literature,
promote more circulation of literature within Europe and greater interest in non-national literary works.
Each year, in the course of three years (2009-2011), the juries of part of the 36 countries participating
in the EU Culture Programme will select one emerging fiction writer from their own country. The first
edition of the Prize was awarded on 28 September 2009; the second edition of the ceremony took place
on 18 November 2010, and the third is scheduled for 28 November 2011 and will complete the first cycle
of 36 awards. www.euprizeliterature.eu

« In November 2010, the Commission confirmed the consortium responsible for the first two editions,
the European Booksellers Federation (EBF), the European Writers’ Council (EWC) and the Federation
of European Publishers (FEP), to coordinate the initiative in 2011. The three associations are jointly
responsible for the setting up of the national juries and the practical organisation of the award ceremony.
FEP is project leader.

+ The selected countries for 2010 were Belgium, Cyprus, Denmark, Estonia, Germany, Finland, Luxembourg,
The Former Yugoslav Republic of Macedonia, Romania, Slovenia and Spain.

+ The winning authors were announced on 6 October 2010 at an event during the Frankfurt Book Fair. FEP
and the rest of the consortium cooperated to organise other promotional events for the Prize at the Fair.

+ During a high-profile ceremony on 18 November 2010, at the presence of public figures from the field of
culture, literature and politics as well as a broad European audience, Commissioner Vassiliou in charge of
Culture, MEP Doris Pack (EPP, Germany), Chairwoman of the EP Culture Committee, and Fadila Laanan,
Minister of Culture of the Belgian French Community handed out an award to each of the 11 emerging
talents.

« The selected countries for 2011 are Bosnia and Herzegovina, Bulgaria, The Czech Republic, Greece, Iceland,
Latvia, Liechtenstein, Malta, Montenegro, Serbia, The Netherlands, Turkey and United Kingdom. The
selection procedure has started in these countries.

« FEPandtherestofthe consortium promoted the Prize in April 2011 at the London Book Fair. FEP participated
in a seminar by the EC to illustrate the translation grants programme of the Culture Programme and
highlight the opportunities for the EUPL winners.

« The prizes for the 13 authors selected for 2011 will be awarded in a new high-profile ceremony on 28
November 2011.

It
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HIGH LEVEL EXPERT GROUP ON LITERACY

BACKGROUND

On 1 February 2011, the European Commission launched a High-Level Expert Group on Literacy, with
the aim of giving visibility and political importance to the issue of raising literacy levels in Europe. The
Group will analyse scientific evidence and best practices and evaluate what policies can be the most
effective. The 11 members of the Group, chaired by Princess Laurentien of the Netherlands, are experts
on literacy from academia, politics and business.

« FEP contacted all the members of the HLG offering support and expertise for their task.

« FEP provided members of the Group with relevant information on issues such as readership levels in the
EU and started collecting material on literacy initiatives by publishers.
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DG ENTERPRISE

The Directorate-General ensures that EU policies in general contribute to improving the competitiveness
of businesses in the EU. It promotes entrepreneurship and innovation and supports the European growth
and jobs strategy, focusing especially on the needs of small and medium-sized enterprises. Its aims include
reducing administrative burden, stimulating innovation, encouraging sustainable production, ensuring the
smooth functioning of the European Union’s internal market for goods

It also makes sure the single market for goods benefits the EU industry and citizens.

The Commissioner is Antonio Tajani, Vice-President of the European Commission.
The Director General is Heinz Zourek.

FEP met with several members of Vice-President Tajani’s cabinet.

TOY SAFETY

BACKGROUND

When implementing the Directive 88/378/EEC on the safety of toys, some Member States considered
children’s books as toys. This led in several cases to considerable difficulties for the European children’s book
publishing industry, especially in complying with the extra requirements applied to paper and cardboard
books.

In January 2008, the European Commission proposed a new Directive of the European Parliament and of the
Council on the safety of toys, repealing the existing one. The revised Directive entered into force in July 2009,
but its application to economic operators is subject to a 2-year transitional period (until July 2011); it aims to
improve the quality of toy safety regulations and simplify legislation. The technical product specifications are
left to the European standardisation bodies CEN and CENELEC to regulate. Among the main objectives of the
updating process is the clarification of the scope and definitions of the Directive; neither the old nor the new
Directive explicitly mention children’s books, but toy books are presumably covered.

Upon adoption of the Directive, the Commission officially charged CEN with the task of revising the standards
on toy safety; the mandate contained a specific reference to books, in particular those made of paper and
cardboard, which prompted CEN to create a Task Group on toy books within its Technical Committee on
Toy Safety. The Task Group, which met in March 2010 and April 2011, is currently working on the basis of a
proposed amendment aimed at exempting all types of paper and cardboard from certain extra mechanical
tests.

Independently from the process of revision of the Directive, the Commission issued interpretative guidelines
on the classification of books in the light of the toy safety regulation, found unsatisfactory by publishers.

« FEP continued collecting all the available information on the European legislation and standards, from the
institutions and directly from the standard setting bodies.

- FEP maintained contacts and attended meetings at CEN with the people responsible for the management
of the Technical Committee in charge of the toy safety standards, in order to obtain information, present
the publishers’ case and create a liaison with the standardisation body with a view to an involvement in
the process of revising standards.

+ Thanks to the liaison status obtained with the CEN Technical Committee 52, in charge of toy safety issues,
FEP could appoint an observer to attend the discussions of the committee, and in particular of Task Group
4"Toy Books”; the expert, Jean-Francois Lyet of Hachette, participated in the meetings of March 2010 and
April 2011.

« FEP provided information and advice to its members in order to reach out to the national standardisation
bodies, which are the main decision-makers in the CEN Committees.

« FEP attended regularly the Expert Group meetings on Toy Safety organised by the European Commission.

|
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DG ENVIRONMENT ]

Its main role is to initiate and define new environmental legislation and to ensure that measures, which have
been agreed, are actually put into practice in the Member States.

The Commissioner responsible is Janez Poto¢nik.
The Director General is Karl Falkenberg.

ECO-LABEL

BACKGROUND

The aim is to award a Community eco-label to products and services with reduced environmental impacts.
The scheme is voluntary. Criteria are established for individual product groups, such as paper products, shoes,
textiles, detergents, paints and appliances such as refrigerators or dishwashers. The European eco-label is
part of a broader strategy aimed at promoting sustainable consumption and production. Following the
current discussion in the European Commission, the eco-label can also be adopted by books publishers.
The European Eco-label is part of a broader strategy aimed at promoting sustainable consumption and
production.

In July 2008, the European Commission published a proposal for a regulation revising the EU Eco-label
scheme. The revised scheme will reduce the administrative process for developing criteria, allowing the
number of product groups covered by the label to grow considerably, and will speed up the procedure for
applicants to begin using the label. This legislative act provides the framework for the European Eco-label
system, so there is no direct impact on publishing sector. No timeline has been established for the procedure.

- Since 2003, FEP is following the debate on the eco-label for printed paper products, proposed by the
European Commission.

« FEP is part of the Print Media Group, which gathers the paper, printing and publishing industries to make
sure that our views on environmental issues are properly represented. FEP regularly attends the PMG
meetings; among others, those on ‘Carbon footprint for the paper-value-chain

« FEP continues monitoring developments in this field, but the final decision to include or not printed paper
products in the scope of the Eco-label scheme is still pending.
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OBLIGATIONS ON OPERATORS THAT PLACE TIMBER AND
TIMBER PRODUCTS ON THE MARKET

BACKGROUND

In October 2008 the Commission proposed a regulation laying down the obligations of operators who place
timber (wood) and timber products on the market with the aim to support the international fight against
illegal logging and its related trade. The objective of this regulation is to minimise the risk of illegal timber
being sold on the EU market. As a major consumer of timber and timber products, the EU has an obligation
to take effective action against deforestation and illegal logging.

The regulation requests to operators who place timber and timber products on the market for the first time
to exercise a full due diligence (to provide information - principles of the chain of custody - to comply with
risk assessment procedures and to participate in risk migration procedures) and to operators who make
timber and timber products available on the market to exercise a due care system (basic information)

The European Parliament initially (first reading April 2009) adopted a diverging position from the Commission
and the Council (common position of January 2010), calling for a prohibition on trading illegally harvested
timber and timber products and for an extension of the scope to chapter 49 of the combined nomenclature
which covers books, newspapers, magazines and other printed products. If chapter 49 had been included,
this regulation would basically have required publishers to actively demonstrate due diligence in the
sourcing of paper products for books, including products printed outside of the EU. In March 2010, the EP
rapporteur presented her recommendations for the Parliament’s 2nd reading, mainly reintroducing all of
the elements (chapter 49) rejected by the Council; in May, the Environment Committee of the EP adopted
the report accordingly. During the ensuing trilogue, the Parliament accepted the proposal from the Spanish
Presidency to include in the regulation a clause obliging the Commission to carry out an evaluation (impact
assessment), and then to consider if it might be necessary to amend the annex at the time of the first review
of the regulation (expected in 2015) with regards to chapter 49 products. In July, the European Parliament
adopted the Council position on the regulation; the new act entered into force in October 2010.

European publishers have for many years been paying close attention to issues of sustainability and
environmental responsibility, notably regarding the choice of paper that is used for the printing of their
various publications. However, publishers should not be held responsible for due diligence along the supply
chain, as they are not directly involved in the sourcing process and therefore don’t have direct access to the
necessary information.

« FEP joined forces with the newspaper and magazine industry representatives to advocate for the exclusion
of the publishing sector from the scope of the regulation.

« FEP met with Commission officials from DG Environment and DG Enterprise and with several MEPs, as well
as with the Permanent Representations of several Member States, to obtain information about the issue
and to present the publishing sector’s point of view, also embodied in a joint position paper.

« FEP will start gathering information for the impact assessment and will closely work with CEPI
(representatives of the paper industries) to find a common position. FEP is also closely monitoring any
further debate issued by the European Commission on illegal logging.

« FEP upheld the necessity to avoid burdening publishers with a responsibility they are not in the capacity
to sustain. This file is an excellent example of the importance of a trade organisation in raising awareness
and mobilising support on behalf of its individual members
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DG HEALTH AND CONSUMERS g

Consumer policy is central to the EU objective of continuously improving the quality of life of all EU citizens.
The aim of promoting the interests, health and safety of consumers in the EU is enshrined in articles 153 and
95 of the Treaty establishing the European Community. The Directorate-General monitor the application of
EU laws on the safety of food and other products, on consumers’ rights and on the protection of people’s
health.

The Commissioner responsible is John Dalli.
The Director General is Paola Testori Coggi.

REVIEW OF THE CONSUMER ACQUIS

BACKGROUND

Following a 2007 Green Paper on the review of the consumer Community acquis and a related consultation,
on 8 October 2008 the European Commission adopted a proposal for a Directive on Consumer Rights aimed at
strengthening consumer protection and establishing the real retail internal market, making it easier and less
costly for traders to sell cross border and providing consumers with a larger choice and competitive prices.
The Consumer Rights Directive merges 4 existing EU consumer Directives (Directive 85/577/EEC on contracts
negotiated away from business premises, Directive 93/13/EEC on unfair terms in consumer contracts,
Directive 97/7/EC on distance contracts and Directive 1999/44/EC on consumer sales and guarantees) into
one set of rules and adopts a full harmonisation approach (i.e. Member States cannot maintain or adopt
provisions diverging from those laid down in the Directive). It should update and modernise existing
consumer rights, bringing them in line with technological change and strengthening provisions in the key
areas where consumers have experienced problems in recent years - particularly in sales negotiated away
from business premises (e.g. door to door selling).

Provisions on the right of withdrawal are likely to affect publishers who carry out distance sales of physical
books (internet, telephone or mail order). In particular, according to the proposal, the consumer shall have
a period of 14 days to withdraw from a distance contract, without giving any reason, beginning from the
day on which the consumer acquires the material possession of each of the goods ordered; other provisions
mitigate the risk of abuse of this clause. Books are not mentioned explicitly with regard to any of the provisions
of the Directive.

The European Parliament started a procedure in November 2008 in the Internal Market and Consumer
Protection Committee; the rapporteur was MEP Arlene McCarthy (PES, UK), but with the new legislature
taking over in July 2009, the report was passed on to MEP Andreas Schwab (EPP, Germany). After months of
debates, and substantial modifications to the original proposal, the EP adopted the report in Committee in
February 2011, and on 24 March 2011, it held a plenary vote.

Among the main provisions approved by the EP, the withdrawal period for consumers for all online and
off-premise contracts was extended to 14 calendar days. However, digital goods, such as e-books, music,
films or software programmes, will be exempted from the right of withdrawal; the sale will be regarded
as concluded from the moment downloading begins. While MEPs voted on all the amendments to the
Commission’s proposal, the vote on the overall text was postponed in order to keep open the possibility for a
first reading agreement with the Council. The Council had agreed on a general approach in January, among
others endorsing the inclusion of downloads of digital products in the scope of the Directive, but without a
right of withdrawal.

The EP will soon begin negotiations with the Council and the Commission; it is possible that some further
changes be made to the text during the trilogue negotiations. If an agreement is reached, the final vote in
Parliament could be held in June or July.
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« FEP actively attended several Parliament debates and public hearings regarding the proposed Directive
on Consumer rights.

+ FEP kept monitoring the status of the proposal made by the Commission and informed its members of its
possible consequences for publishers.
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DG INFORMATION SOCIETY AND MEDIA
(DIGITAL AGENDA) L

The Information Society and Media Directorate-General supports the development and use of Information
and Communication Technologies (ICTs) for the benefit of all citizens. This includes fostering the growth of
content industries drawing on Europe’s cultural diversity.

The Commissioner responsible is Neelie Kroes (Commissioner for the Digital Agenda), Vice-President of the
European Commission.
The Director General is Robert Madelin.

On 11 May 2010, an FEP delegation met with Vice-President Kroes. FEP also met on several occasions with
members of the Vice-President’s cabinet.
Mrs. Kroes has announced that she will attend the Frankfurt Book Fair in 2011.

TASK FORCE FORTHE COORDINATION OF THE MEDIA

BACKGROUND

Responsibility for the publishing industries has been allocated to DG Information Society and Media; here, the
Media Task Force monitors all the Commission’s policies that affect the media sector. Publishing sub-sectors
are as follows: newspapers, periodicals, books, directories and databases. The publishing sector is of major
importance to the European Union and its citizens. It has a key economic role to play and is vital to the
development and preservation of culture, information, education and democracy at large.

+ FEP has maintained regular contacts with the Task Force to fully brief them on the main developments in
the publishing field so that they can fully appreciate the impact of future EU legislation or other initiatives,
and has met its members on several occasions.

EUROPEAN DIGITAL LIBRARY - EUROPEANA

BACKGROUND

The EU’s digital libraries initiative sets out to make all Europe’s cultural resources and scientific records -
books, journals, films, maps, photographs, music, etc. — accessible to all, and preserve it for future generations.
The initiative focuses on two areas: cultural heritage - creating electronic versions of the materials in Europe’s
libraries, archives and museums, making them available online, for work, study or leisure, and preserving
them for future generations; and scientific information — making research findings more widely available
online and keeping them available over time.

The Europeana prototype is the result of a 2-year project that began in July 2007. Europeana.eu went live on
20 November 2008, launched by Viviane Reding, then European Commissioner for Information Society and
Media.

In parallel with the development of Europeana, the Commission involved stakeholders in a High Level Expert
Group on Digital libraries, which adopted a Final Report on Digital Preservation, Orphan Works and Out-of-
Print Works and a Final Report on Public Private Partnerships insisting that partnerships should be established
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within the framework of applicable copyright law. This led to signing a Memorandum of Understanding on
due diligence guidelines on orphan works recognising the importance of conducting a due diligence search
before digitising and making available copyright protected content.

In August 2009, the Commission issued a Communication and a consultation regarding the future of
Europeana; the European Parliament subsequently started an own initiative report on the subject, by MEP
Helga Triipel (Greens/EFA, Germany) which was adopted in May 2010 by the European Parliament with a
large majority. The same month the Council of the European Union adopted Conclusions on Europeana
welcoming the Commission’s Communication and underlining that digitisation and online accessibility of
the European cultural heritage should be carried out in full respect of IP rights.

In April 2010, the Commission set up a Reflection Group (Comité des Sages) on digitisation to come up with
recommendations on how best to speed up the digitisation, online accessibility and preservation of cultural
works across Europe, so as to ultimately enhance Europeana. The Group issued an online questionnaire to
gather stakeholders’opinions. The Group published its report — called “The New Renaissance”- on 10 January
2011. Among others, it recommended an approach based on the respect of intellectual property and called
on the Commission to adopt legislation on orphan works based on diligent search. The recommendations
will feed into the reflection that the Commission is carrying out on the future developments of Europeana,
with particular attention to its sustainability.

« FEP met the rapporteur and several MEPs before the adoption, on 5 May 2010, by the European Parliament
of the report on “Europeana - the next steps’, and sent a letter to MEPs supporting the EP report and
stressing, however, that the vocation of Europeana is not to be a bookseller.

« FEP had and still has regular contacts with Permanent Representations to highlight the views of publishers,
in particular in view of the adoption by the Council of the EU of Conclusions on Europeana.

« FEP joined the Europeana Foundation and joined the Europeana v1.0 as an expert. FEP Director was
appointed to the Board of Europeana and of its Council of Content Providers and Aggregators (CCPA); in
the CCPA, FEP chairs the working group on ethics and sits in the working group on legal issues.

« In June 2010, FEP attended the meetings of the Board of Europeana and of the Board of the CCPA of
Europeana in Frankfurt.

« On 31 August FEP President and Director met with the Reflection Group and explained its position on
main issues raised by the questionnaire they had issued earlier that month.

« FEP replied to the questionnaire by the Reflection Group and asked its members to in turn incite publishers
to send individual replies.

- FEPtookparttoaworking group originally put together by Belgian stakeholders from both the righsholders
and the cultural institutions sides. The group wrote a letter to the Reflection Group to make some points
about the limited possibilities to reply to the questionnaire. A follow-up letter was sent later on expressing
concerns and making suggestions aimed at moving forward with the digitisation of European heritage.

« FEP sent another letter on the questionnaire to the Reflection Group through the CMBA.

« On 20 September 2010, FEP participated in the conference “Delivering Digital Europe in Public Libraries’,
organised by the Belgian Presidency of the EU; FEP intervened to explain why exceptions were not the
most appropriate instrument to deal with copyright in the digital era.

« In October 2010, FEP attended the Board and Plenary meetings of Europeana, in the latter as the only
rightholders representative upholding the views of publishers in a working group on risks and awards of
making available content online; FEP also attended a meeting of the CCPA of Europeana and committed
to work together with cultural institutions on the drafting of a white paper on legal issues.
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« FEP took part in the hearing organised by the Reflection Group on 28 October 2010 to present the
publishers’ views and respond to the Group’s interrogations. FEP stated that copyright legislation
at European level should be maintained as it is, that the issue of orphan works should be dealt with
through mutual recognition and due diligent search and the digitisation and making available online of
out-of-commerce works should be left at the discretion of rightholders. FEP drafted a position paper for
the occasion.

- FEP made numerous interventions on the issue of digital libraries with the members of the Group, the
Commission and the Member States as well as with the Parliament. FEP also produced a White Paper with
proactive solutions to most of the issues which could have been raised in the report of the Reflection
Group.

« On 18 November 2010, FEP attended the presentation of the report by the Reflection Group to the Culture
Committee of the European Parliament.

ARROW - ARROW +

BACKGROUND

Together with the emergence of digital libraries, the need to provide pragmatic solutions to the challenges of
orphan works, out of print books and clearance of protected material has arisen. In 2008, under the leadership
of the Italian Publishers Association (AIE), FEP undertook a project under the EC programme eContent+,
called ARROW: Accessible Registries of Rights Information and Orphan Works towards Europeana.

The project aimed at creating an interoperable search infrastructure, a distributed network of national
databases to facilitate retrieving information about the rights status of works and a set of tools for both
public and private organisations who wish to contact active rightholders to seek copyright clearance for
the reuse of content; it also collected information on current and emerging business models and explored
possible systems facilitating co-existence and interoperability between public institutions and commercial
publishing initiatives, drawing from the emerging European solutions driven by the private sector.

This infrastructure will include, but not be limited to, the creation of a European distributed registry of
orphan works and access to a network of existing clearance centres for out of print works, in line with the
recommendations of the High Level Expert Group on Digital libraries. The system will also provide the
infrastructure for the management of any type of rights information, so facilitating the actual implementation
of innovative business models for both digital libraries and private e-content providers.

The rights information infrastructure will facilitate the search for rightholders and the identification of public
domain works, orphan works, out of print works and other copyrighted works, which could be released
for inclusion and access if only the rights information infrastructure existed. The broad involvement of
rightholders, collective management organisations and libraries provides critical mass to approach the
problem at pan-European level.

In the organisation of the project, FEP was the leader of Work Package 3: Legal framework and business
models. Its tasks were to prepare a report describing the legal framework in the field of orphan works and
out of print based on the work of the sub-group of the HLEG; a set of guidelines for the definition of orphan
works and for clearance mechanisms for out of print works; and a report on business models describing the
state of the art and some planned initiatives in the field of electronic books, digitisation activities, digital
libraries and in general initiatives dealing with making books available in electronic format.

The project ran for 2.5 years, from September 2008 to February 2011; it led to the setting up of the planned
infrastructure and to the piloting of the system in four countries: France, Germany, Spain and the UK. The
system has been released and is now ready to be adapted to the requirements of potential use cases in those
countries (some are emerging, in particular in France and Germany, where large digitisation and making
available programmes of works in copyright are being designed).
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Since 2010 most of the project partners worked also on the enhancement and extension of the project:
this led to the setting up of the ARROW+ project under the Competitiveness and Innovation Framework
Programme 2007-2013. The project aims at sustaining the current developments by enhancing the system
already in place following use case requirements and integrating a wider range of countries, as well as
piloting the inclusion of images embedded in books in its scope. ARROW+ started in April 2011; FEP is leader
of Work Package 3: Organising and coordinating national initiatives.

- FEP actively participated in Management Board meetings of the project all along the period concerned.

« FEP prepared the reports within its competence and the other deliverables, and coordinated the
involvement of project partners and FEP members in the collection of information for the project.

« FEP contributed to the dissemination activities of the project through a number of meetings with
Commission officials, Members of the European Parliament and other stakeholders.

« In October 2010 and January 2011 FEP coordinated a series of live demonstrations of the functioning of
the ARROW system for officials of the European Commission and of the Hungarian Presidency of the EU.

« FEP reported regularly to its member associations on the goals and status of the project.

« OnMarch 102011, FEP participated in the conference organised to present the results of the ARROW project
and to announce its official release; the event was opened by a keynote intervention by Vice-President
Kroes. Marco Polillo, president of the Italian Publishers Association (AIE), represented both FEP and AIE in
the panel of the event.

« FEP was actively involved in the preparatory work for ARROW+, the plan to enhance the results of the first
phase of the project and to extend its scope to a wider range of countries. FEP was assigned the leadership
of one of the project Work Packages.

REVISION OF THE DIRECTIVE 2003/98/EC
ON THE RE-USE OF PUBLIC SECTOR INFORMATION

BACKGROUND

Public bodies produce, collect and share vast amounts of information. Most of this public sector information
(PSI) has commercial potential for re-use as the basis for new added value products and services. According
to a survey of 2006, the overall market size for PSl in the EU is estimated at € 27 billion. Despite its economic
value, much of Europe’s PSlis not fully re-used. The EU adopted the PSI Directive in 2003 to overcome barriers
that limit the re-use of PSI. The Directive regulates how public sector bodies should make their information
available for re-use and deals with key issues like transparency of what is available and under which
conditions, fair competition and non-discrimination between all potential re-users. For publishers it is, inter
alia, essential that the Directive recognise that IP rights from thirds parties are not affected by it and ensure
that the public sector will not compete unfairly with private offers.

The Commission concluded a review of the Directive in 2009, assessing itsimpact and application; it published
a Communication on Re-use of Public Sector Information - Review of Directive 2003/98/EC, accompanied by
a Staff working document. The Commission’s review confirmed the positive impact of the PSI Directive in
different sectors across the EU but warned that, to realise the full potential of public sector information for
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the EU economy, Member States must remove remaining barriers to re-use: discrimination between potential
users, high charges for public sector information and complex licensing policies. Another review is planned
by November 2012, as a key action in the context of the Digital Agenda for Europe.

At Member State level, in June 2009 the Commission stepped up legal action against Poland for incorrect
transposition of EU PSI rules. In December 2009, the Swedish authorities notified the Commission on the
proposed legislation transposing the PSI Directive; the new legislation entered into force on 1 July 2010. In
January 2010, following a letter of formal notice sent by the Commission to Italy in March 2009 for incorrect
transposition of the PSI Directive, the Italian authorities proposed new PSI legislation, which entered into
force on 10 July 2010. The Commission decided on 30 September 2010 to close the infringement proceedings
against Italy and Sweden

In September 2010, the Commission published the reports on the studies conducted to identify the potential
existence of Exclusive Agreements for Belgium, Austria, Czech Republic, Denmark, Poland, Spain, Italy and
France. Overall the studies found out that the number of potential Exclusive Agreements was very few in the
EU, and that these were not a major obstacle hindering the full potential of PSI re-use in Europe. The same
month, the Commission issued a public consultation on the PSI Directive; an ensuing report was published
in March 2011. The European Council Conclusions of 4 February 2011 invited the Commission to make rapid
progress in key areas of the digital economy including the availability of public sector information. The
Commission organised a workshorp on 10-11 May 2011 on: Removing the roadblocks to a pan European
market for Public Sector which results will be put on the agenda of the Digital Agenda Assembly on 16 June
2011 for further discussion

+ FEP has been monitoring the developments on this file and has reiterated to the various parties involved
the need to improve the access for private companies such as publishers to public sector information at
equitable costs, including public domain works contained in cultural institutions.

« FEP replied to the Commission consultation on the PSI Directive.

« At the PSI Workshop hosted by the Commission on 10-11 May 2011 on ‘Removing the roadblocks to a
pan-European market for PSI re-use, FEP submitted a position paper and presented its position on the
need of ensuring a level playing field between the public authorities offering added-value information for
free on their governmental portals and the core business of publishers to make available this added-value
content against payment. The worksop results will be put on the agenda of the Digital Agenda Assembly
on 16 June for further discussion.
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NET NEUTRALITY

BACKGROUND

The EU regulatory framework for communications was created in the 1990s to open up markets and
culminated in 1998 with the liberalisation of national markets. The current sets of rules were adopted in 2002
and the European Commission launched a reviewing process in 2006 to modernise these rules, with the
adoption of the final text in 2009.

The Telecom Package was an opportunity to improve the cooperation framework with Internet Service
Providers and telecommunication companies in the fight against piracy. This proved one of the most
controversial issues in the negotiations between the European Parliament, where many MEPs opposed any
restrictions to users’access to the internet, and the Council.

The final text, adopted in November 2009, while more favourable to the fight against piracy than the previous
version, seems open to interpretation and potentially to clashes between the Commission and Member States.
The strongest defenders of internet “freedom” have expressed dissatisfaction with the legislation, which is
seen as permitting national three-strike provisions; still, others quote the Package as exactly prohibiting such
an approach. The two Directives and the Regulation that constituted the reform package entered into force
in December 2009 and January 2010, respectively.

Following up to its commitment — one of the prerequisites for the successful conclusion of the EU telecoms
reform package - to scrutinise closely the open and neutral nature of the internet and to report on the state
of play to the European Parliament and the Council, the Commission decided in early 2010 to take forward
the net neutrality debate. In June 2010 it launched a public consultation covering such issues as whether
internet providers should be allowed to adopt certain traffic management practices, prioritising one kind
of internet traffic over another; whether such traffic management practices may create problems and have
unfair effects for users; whether the level of competition between different internet service providers and
the transparency requirements of the new telecom framework may be sufficient to avoid potential problems
by allowing consumers’ choice; and whether the EU needs to act further to ensure fairness in the internet
market, or whether industry should take the lead.

On 19 April 2011 the Commission adopted a Communication on “The open internet and net neutrality in
Europe”; the report suggests that here is no need for legislation to protect net neutrality and that the market
and competition would ensure the neutrality of the internet. However, the Commission vowed to be vigilant
that new EU telecoms rules on transparency, quality of service and the ability to switch operator are applied
in a way that ensures that open and neutral internet principles are respected in practice. The Commission
has also asked the Body of European Regulators for Electronic Communications (BEREC) to undertake a
fact-finding exercise on issues crucial to ensuring an open and neutral internet, including barriers to changing
operators, blocking or throttling internet traffic, transparency and quality of service.

« FEP replied to the consultation on Net neutrality issued by the European Commission, upholding the
principle that the openness and neutrality of the internet should not be used as a shield for illegal practices.

”

« On 11 November 2010, FEP participated in the summit on “The open internet and net neutrality in Europe
organised jointly by the European Commission and the European Parliament.

« FEP has been following the issue to identify possible implications for its general strategy in other fields.
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CONTENT ONLINE - DIGITAL AGENDA

BACKGROUND

Interested in encouraging the development of innovative business models and promoting the cross-border
delivery of creative online content services, after a first consultation launched in 2006, in January 2008 the
Commission adopted a Communication on Creative Content focused on availability of creative content,
multi-territory licensing for creative content, interoperability and transparency of Digital Rights Management
systems (DRMs) and legal offers and piracy. This in turn gave way to another focused public consultation
in preparation for the adoption of a Recommendation on Creative Content Online by the Council and
the European Parliament. Furthermore, the European Commission created a stakeholders’ discussion
and cooperation platform, the so-called “Content Online Platforms’, to initiate the work on forthcoming
challenges. Eventually, instead of a Recommendation the Commission published in 2009 a reflection
document on "Creative Content in a European Digital Single Market: Challenges for the Future’, and opened
a public consultation which ended at the beginning of 2010.

In parallel, in August 2009 the European Commission issued a Communication on “Europe’s Digital
Competitiveness Report - Main achievements of the i2010 strategy 2005-2009", assessing the results of the
i2010 strategy, the EU ICT policy promoting the latest communication technologies, new networks and
services and creative media content. In warning about the risk for Europe of losing its competitive edge,
the document called for a new digital agenda to meet the emerging challenges, to create a world beating
infrastructure and unlock the potential of the internet as a driver of growth and the basis for open innovation,
creativity and participation. The Commission subsequently launched a public consultation on the post-i2010
priorities; key areas for Europe’s future ICT and media policies included consolidating the online single market
(also for digital content) and promoting users’ creativity.

When the new Commission was appointed, the decision was made to rename the content online exercise
into the digital strategy to make it more inclusive. On 24 November 2009, President Barroso launched another
consultation on the future “EU2020 strategy”, in which the Digital Agenda was announced as one of the key
initiatives to deliver on the EU’s future strategic objectives.

In December 2009, the Telecommunications Council adopted conclusions on the post-i2010 strategy,
inviting the Commission to develop a new “Digital Agenda for Europe”. On 3 March 2010, the Commission
issued a new Communication, “Europe 2020: a strategy for smart, sustainable and inclusive growth”; one of
the flagship initiatives envisaged was “A Digital Agenda for Europe’, which aimed, inter alia, to create a true
single market for online content and services. Later that month the Council reached an agreement on the
new strategy.

The European Parliament, prompted by the Commission’s first communication, also issued an own initiative
report on defining a new Digital Agenda for Europe, by MEP Pilar Del Castillo Vera (EPP, ES). The report fed
into the Commission Communication on the Digital Agenda issued on 19 May 2010.

The Digital Agenda for the next five years aims at greatly increasing the number of Europeans using public
and commercial services online over the next decade, by creating a true single online market. It outlines
seven priority goals for action: creating a digital single market, greater interoperability, boosting internet
trust and security, much faster internet access, more investment in R&D, enhancing digital literacy skills and
inclusion and applying ICTs to address challenges facing society.

The Digital Agenda envisages a series of actions such as enhancing the governance, transparency and
pan-European licensing for (online) rights management by proposing a framework Directive on collective
rights management to open up access to legal online content by simplifying copyright clearance,
management and cross-border licensing. It also purports to create a legal framework to facilitate the
digitisation and dissemination of cultural works in Europe by proposing a Directive on orphan works, and to
conduct a dialogue with stakeholders on out-of-print works. The Commission foresees by 2012 a review of
the Directive on Re-Use of Public Sector Information; a report after the review of the Enforcement Directive
is also due in 2012.
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« FEP has upheld the message thatin developing a Digital Agenda for Europe the sustainability of the content
aspect is to be taken into due consideration, and has proposed measures to enhance the development of
content online in full respect of intellectual property rights. FEP has also been lobbying the Commission
and the Parliament to recognise the specificities of the book sector.

« In view of the adoption of the Digital Agenda report by MEP Pilar Del Castillo Vera (EPP, Spain) by the EP
Plenary on 5 May 2010, FEP contacted several relevant MEPs to convey its message.

« FEP prepared a White Paper on the Digital environment to show the dynamism of publishers in the digital
era and lay laid out the opportunities, challenges and possible solutions related to the digital switchover,
with a view to enabling a collaborative dialogue and a close working relationship amongst all stakeholders.

« At the Frankfurt Book Fair (October 2010), FEP launched a petition requesting that the European
institutions provide the book publishing sector with a stable copyright environment which will enable
readers to continue to enjoy high quality published content for many years to come; the petition focused
in particular on the digitisation debate, underlining the importance of diligent search for rightholders and
of the need for voluntary solutions for works in copyright. FEP collected about 1100 signatures from senior
publishers from all over Europe.

+ On 25 October 2010, FEP participated in the Digital Agenda Stakeholders Day organised by DG Information
Society where shortlisted stakeholders with“good ideas” could work in groups in order to build better ideas
and be selected to present them to Commissioner Neelie Kroes. FEP’s idea was to organise a European
Digital Content day to raise awareness on the legal offers made available by rightsholders on a positive
note.
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DG INTERNAL MARKET AND SERVICES ]

The Internal Market and Services Directorate General (DG MARKT) coordinates the European Commission’s
policy on the European Single Market, which aims to ensure the free movement of people, goods, services
and capital within the Union.

In this context, DG MARKT is directly responsible for proposing and controlling the implementing of a
European legal framework in the following specific areas: regulated professions, services, company law and
corporate governance, public procurement, intellectual and industrial property and postal services.

The Commissioner responsible is Michel Barnier.
The Director General is Jonathan Faull.

Within the DG MARKT, the Copyright and Knowledge-based Economy Unit deals with the important task to
enforce the “acquis” on copyright and related rights, to advance it further and to modernise and adapt it to
new developments in technology or the markets concerned, as this is an evolving scenario. FEP has regular
meetings and contacts with the Unit.

The European Commission also created a new specific unit, Unit D3 - Enforcement of Industrial and Intellectual
Property Rights, within Directorate D: Knowledge-based economy, in charge of looking at the correct
implementation of the Enforcement Directive as well as other broader aspects concerning the fight against
counterfeiting and piracy. The focus of this unit is on non-legislative measures covering both industrial and
intellectual property. FEP maintains regular contacts with this Unit as well.

On 30 June, 2010, an FEP delegation met with Commissioner Barnier. FEP also met on several occasions with
members of the Commissioner’s cabinet.

IMPLEMENTATION OF THE ENFORCEMENT DIRECTIVE
(DIRECTIVE 2004/48/EC)

BACKGROUND

The Directive on the enforcement of intellectual property rights (IPRED) requires all Member States to apply
effective, dissuasive and proportionate remedies and penalties against those engaged in counterfeiting and
piracy and so create a level playing field for rightholders in the EU. Implementation was due in all Member
States by 29th April 2006 and even though the Directive did not entail important changes in national
legislation the implementation process took a long time.

However, after Portugal adopted legislation implementing the Directive in April 2008, Germany in July 2008,
Sweden in April 2009 and Luxembourg in May 2009, the implementation process was formally complete.
Still, some difficulties in the implementation remain in some Member States, in particular as some provisions
are seen as conflicting with data protection law, and also due to a diverging interpretations. For this reason,
the Commission in April 2010 announced it would issue an implementation report on the Enforcement
Directive, to assess its transposition in Member States and analyse potential problems. The report was
published in December 2010; the analysis showed that certain provisions of the Directive, including the
relationship with other Directives, were understood in different ways in the different Member States and had
given rise to different interpretations and applications in practice, and also addressed the extra, challenging
dimension to enforcing intellectual property rights that the Internet and digital technologies present. These
provisions could warrant further clarifications to make the Directive fully effective. The Commission therefore
started a process which could set out possible legislative amendments to the IPRED, starting with the launch
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of a public consultation, in January 2011, to feed into the Commission’s evaluation on whether a review of
the IPRED is needed and a public hearing that will take place on 7 June 2011. The Commission announced
that it will review the IPRED by the end of 2011 or the beginning of 2012.

« FEP continued to monitor the correct implementation in all EU countries in order to provide publishers
with the necessary instruments to enforce their legitimate rights.

- FEP followed the debates on the implementation and possible review of the IPRED and kept contact with
the relevant officials in the European Commission.

« FEP replied to the consultation on the IPRED, upholding the principle that copyright must be respected
and protected in the digital environment as well.

- FEP prepared a position paper on the enforcement of IPR in the digital context in view of the public hearing
on the IPRED that will take place on 7 June 2011.

EFFECTIVE ENFORCEMENT OF COPYRIGHT

BACKGROUND

In July 2008, the Commission adopted a Communication on a new industrial property rights strategy for
Europe. The Communication outlines a number of actions to maintain a high quality industrial property
rights system for the EU in the 21st century. It calls for robust enforcement against counterfeiting and piracy
and aims to ensure that industrial property rights in Europe are of high quality and that they are accessible
to all innovators, particularly small- and medium-sized enterprises. The Communication includes copyright
in order to present a coherent picture on the fight against piracy.

In September 2008, the Competitiveness Council adopted a Resolution on a comprehensive EU anti-coun-
terfeiting and anti-piracy plan. This Resolution endorsed the need to step up the fight against counterfeiting
and piracy and called for the creation of a European Counterfeiting and Piracy Observatory (EOCP). The
Observatory, whose overall goal is to produce continuous, objective assessments and up-to-date research
that lead to exchange of best practice and knowledge gathering among policymakers, industry experts and
enforcement bodies, was launched in April 2009; it was initially managed by the Enforcement Unit of DG
MARKT, but in 2011 it was placed under the responsibility of the OHIM (Office for the Harmonisation of the
Internal Market). In 2011, the EOCP contracted a think tank to develop a methodology and to assess the
scope, scale and impact of counterfeiting and piracy in the internal market.

In parallel, the Enforcement Unit also launched a Stakeholders’ Dialogue on illegal up- and downloading,
to explore ways of collaboration between right holders and internet service providers to tackle the issue of
online piracy. The Dialogue ran until mid-2010, when it was extended and renamed Stakeholders’ Dialogue
on Online copyright infringements; the exercise was suspended by the European Commission in March 2011.
In September 2009, the Commission issued a Communication on enhancing the enforcement of intellectual
property rights in the internal market, putting forward practical, non-legislative measures to combat
counterfeiting and piracy. This led the European Parliament to start an own initiative report on “Enforcement
of IPRin the internal market” (rapporteur Marielle Gallo - EPP, France), which was adopted in September 2010.
The Parliament also established a Forum on Combating Counterfeit, Contraband and Organised Crime.

In March 2010, the Competitiveness Council adopted another Resolution on the enforcement of IPR, stressing
the need to protect intellectual property online. In April 2012, the Commission issued a Communication
on the Single Market Act, a list of proposed measures to boost growth and strengthen confidence, which
included effective enforcement of IPR as one of the recommended actions.
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« FEP kept following the works of the European Observatory on Counterfeiting and Piracy and of the
Observatory's Subgroup on statistics.

« FEP participated in a meeting with the contractor tasked with preparing the methodology to study the
impact of counterfeiting and piracy in the EU and provided them information on piracy in the book sector.

« FEP participated in the meetings of the Stakeholders’ Dialogue on illegal up- and downloading, stressing
that books were increasingly affected by online piracy and that solutions to facilitate the fight against
piracy were also demanded by the book sector and supporting the idea of a greater involvement of
internet players.

« FEP supported the continuation of the Dialogue and followed the meetings of its successor, the
Stakeholders’ Dialogue on Online copyright infringements.

« On 22 June 2010, FEP attended a forum in the EP on “A world without intellectual property?’, organised
by organised by Eurochambres and the Global Intellectual Property Center (GIPC) of the U.S. Chamber of
Commerce and hosted by MEP Marielle Gallo.

« On 23 June, FEP attended the award ceremony of the REAL Fake competition, a competition for schools
organised by MEPs to raise awareness of the dangers of counterfeiting and piracy. FEP actively supported
the initiative by providing books as prizes for the winners.

+ InJuly 2010, FEP addressed the Bulgarian government to express support for its anti-piracy campaign.

« FEP replied to a consultation by the Commission on the E-Commerce Directive; in the response, FEP
underlined how provisions intended to foster the digital market should not be abused as a shield from IPR
enforcement.

« FEP joined forces with other rightholders’ organisations to support the EP report on enforcement by MEP
Marielle Gallo and present suggestions, in view of its adoption in the Legal Affairs Committee on 1 June
2010 and in Plenary on 22 September 2010.

« FEP maintains a section of its website dedicated to collecting and sharing information on anti-piracy
activities and developments.

COMMUNICATION ON COPYRIGHT
INTHE KNOWLEDGE ECONOMY

BACKGROUND

A Communication summarising the responses to the Green Paper was issued in October 2009; it also
suggested a series of preparatory actions as the basis for concrete follow-up initiatives for the next
Commission’s strategy on IP. In July 2008, the European Commission had published a Green Paper dealing
with copyright in the Knowledge Economy. The aim of the Green Paper in general was to launch a debate on
the future of Copyright. However the focus was on certain exceptions in the 2001/29 Directive: exceptions for
libraries and archives, dissemination for teaching and research and exceptions for the disabled.

The European Parliament included its opinion on these issues in its own initiative report on the application
of the Copyright Directive, which was voted only in the Legal Affairs Committee in 2009.

In 2010, two main initiatives stemmed from the Communication on Copyright, concerning orphan works - the
Commission plans to have a legislative initiative on the issue in order to facilitate digitisation programmes -
and access to works for visually impaired persons.
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DIRECTIVE ON ORPHAN WORKS

BACKGROUND

The Commission Communication on Copyrightin the Knowledge Economy of October 2009 suggested a series
of preparatory actions for follow up initiatives in the next Commission’s strategy on IP. The Communication
proposed tackling the issue of orphan works by providing for an EU wide solution to create legal certainty. It
announced that the Commission would examine the problem in an impact assessment which would explore
several options.

The issue was also dealt with by the High Level Group on Digital Libraries; its copyright Subgroup issued a set
of recommendations on right clearing centres and databases for orphan works.

In October 2009, the Commission held a hearing on orphan works; in November 2009, the European
Parliament organised a workshop on orphan works and access for visually impaired people.

In May 2010, Commissioner Barnier announced at the European Parliament that the Commission would
publish a Directive on Orphan Works, to increase legal certainty and support digitisation efforts of our
cultural heritage. Mr Barnier called for a European definition of orphan works.

The initiative was first delayed to wait for the recommendations of the Reflection Group on digitisation of
January 2011, which indeed called for orphan works legislation to be established; another delay ensued,
while DG Internal Market maintained that the Directive would be limited to the print sector and be based on
diligent search.

In the meantime, Commissioner Barnier has been announcing - after the release of his Single Market Act and
the consultation that followed - that he would issue an IPR package with the European patent, legislation
on Collective Management, the Orphan works directive and the Green Paper on Audiovisual. The document,
due for June 2011, could be a communication to be followed at a later stage by legal instruments.

« FEP has been meeting Commission officials and MEPs to provide the views of publishers on the
forthcoming initiative on orphan works. FEP kept stressing that to be able to determine the status of a
work, it is essential that a due diligent search be conducted prior to the making available on the internet.
This is why FEP has been associated to the ARROW project, which will facilitate the due diligent search for
libraries.

« FEP had several meetings and contacts in particular with the Copyright Unit of DG Internal Market, with
the cabinet of Commissioner Barnier and with the services and cabinet of Vice-President Kroes to ensure

that the future Directive on orphan works takes publisher’s views and concerns into consideration.

« FEP presented the publishers’view on orphan works also to the Hungarian and Belgian Presidencies of the
EU.

+ FEP has been discussing the orphan works issue regularly with IFRRO.

« At the hearing of the Reflection Group on digitisation on 28 October 2010, FEP upheld the principles of
diligent search and mutual recognition of national solutions when dealing with orphan works.

« On 16 November 2010, FEP attended a conference organised by the European Parliament on “Orphan
works: an example of the unsolvable conflict between the author and the society”.
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OUT-OF-COMMERCE DIALOGUE

BACKGROUND

Part of the work done in the High Level Group on Digital Libraries focused on the issues of out-of-print works.
In 2008, two model licenses were drafted, and the Copyright Subgroup issued recommendations on rights
clearing centres and databases.

The questionnaire of the Reflection Group on digitisation of August 2010 also covered the issue of
out-of-commerce works; the European Commission started showing an interest in the subject as a further
step after tackling the issue of orphan works.

Commissioner Barnier announced in June that he intended to start a round-table on the out-of-commerce
issue. The initiative started in November 2010, is managed by the Copyright Unit of DG Internal Market and
gathers national and European stakeholders from both the library and rightholders communities.

In the meantime, Commissioner Barnier has been announcing after the release of his Single Market Act and
the consultation that followed that he would issue an IPR package with the European patent, legislation on
Collective Management, the Orphan works directive and the Green Paper on Audiovisual. The document,
announced for June 2011, could be a communication to be followed at a later stage by the legal instruments.

« FEP supported the idea of having DG Internal Market coordinate a dialogue on the subject.

« FEP has participated in the round tables on out-of-commerce works. FEP’s position is that out-of-commerce
works are in-copyright works, therefore any initiative should respect rightholders’ discretion to digitise
and make those works available online themselves; for works that they do not wish to digitise themselves
and for which they do not object to making available online, agreements can be reached at a national
level. This stakeholders dialogue should lead to the signature of a Memorandum of Understanding on
Key principles in the Digitisation and Making Available of Out-of-Commerce Works by the authors, RROs,
libraries and book and learned journals publishers.

- FEP intervened at the hearing of the Reflection Group on digitisation on 28 October 2010 and defended
the publishers’ position on out-of-commerce works, i.e. to leave the rights to digitise and make available
out of commerce works to rightholders and to support national solutions based on voluntary agreements.

« FEP has upheld its message in a number of meetings with officials of the European Commission and with
MEPs
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VIP STAKEHOLDERS' DIALOGUE

BACKGROUND

The Green Paper on Copyright in the Knowledge Economy of July contained a chapter on persons with
disabilities pointing out the importance of providing accessible content to the visually impaired persons
(VIP) community and the remaining obstacles in Europe to achieve this objective. As a follow up of the
Green Paper, the Communication on Copyright in the Knowledge Economy of October 2009 identified as a
following step the organisation of a stakeholder forum to consider the range of issues facing persons with
disabilities and possible policy responses. In November 2009, the European Parliament organised a workshop
on orphan works and access for visually impaired people.

Starting in December 2010, the European Commission (Copyright Unit) organised a series of meetings of the
dialogue between representatives of visually impaired and the right holder communities. It was agreed at the
second meeting that the group would work on a common Memorandum of Understanding (MoU) dealing
with key issues such as the need to set up a proper network of Trusted Intermediaries for VIP in Europe.

The shared goal in the draft MoU was to increase access to works for people with print disabilities and ensure
that works converted into accessible formats were available in other Member States through the network of
Trusted Intermediaries (Tls).

The MoU was signed on 14 September 2010 in the presence of Commissioner Barnier; the signatories include
EBU, EDA (European Dyslexic Association), EWC, IFRRO, STM and FEP. It foresees that accessible copies created
under national copyright exceptions can be transferred in the EU, after receiving a license at national level,
through the network of Tls. Furthermore it recommends specific licenses allowing the cross-border transfer in
the EU of licensed accessible copies, through the network of Tls. Work ensued to try and establish a network
of Tls, although the EBU withdrew from the project in early 2011.

« FEP actively participated in the meetings of the Stakeholders’ Dialogue on access to works by people with
print disabilities chaired by the Commission, working on a Memorandum of Understanding with the VIP
representatives and drafting a memo on some legal aspects of importance for publishers. FEP maintained
the position that fostering pragmatic solutions in a trusted environment is preferable to focusing on legal
exceptions and constantly recalled the commitment of publishers to enhance access to books for visually
impaired persons through appropriate technologies.

« A meeting took place at FEP offices on 16 July 2010 in order to devise the immediate practical way forward,
the campaign for awareness raising and a ‘Steps Towards Accreditation’document that FEP contributed to
draft.

« FEP - represented by its Vice-President Piotr Marciszuk — was one of the signatories of the MoU on 14
September 2010, at the presence of Commissioner Barnier.

« On 15 September 2010, a delegation including FEP went to see representatives of DG Information Society
to gauge on the possibility of funding the project for its implementation phase and beyond.

« On 15 September 2010, FEP participated in a breakfast, chaired by MEP Luigi Berlinguer (S&D, Italy),
organised at the EU Parliament in order to publicise the MoU among MEPs.

« FEP together with the Publishers Licensing Society in the UK drafted a leaflet to illustrate and promote the
MoU that was distributed at the Frankfurt book fair in October 2010.

+ InOctober 2010, FEP met the Belgian presidency to present the MoU and the follow-up actions and discuss
their position at WIPO.
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« FEP wrote to Commissioner Barnier after the withdrawal of some organisations from the project in
February 2011, just few months after signing the MoU, stating its readiness to continue work on a practical
level with likeminded organisations

« FEP organised a meeting on access for the VIP on 7 April 2011 with the organisations still willing to work
on the implementation of the MoU on a technical basis in order to discuss the next steps.

« On 13 April 2011, FEP took part in a meeting at the EP on “Fair access to culture and the right to read of
visually impaired persons - Exceptions and limitations to copyright with regard to libraries, education and
print disabled persons”.

« On 31 May 2011, FEP will participate in a meeting at DG Internal Market with the VIP organisations willing
to continue the cooperation.

+ FEP has been coordinating with IPA on the debate on access to works for the VIP at WIPO.

COLLECTIVE MANAGEMENT

BACKGROUND

The European Commission plans to propose a Directive on collective rights management establishing
general rules for the operation of collecting societies. It is an initiative underpinning the European Digital
Agenda, announced in May 2010.

The Commission has confirmed this intention in several occasions, including in occasion of the publication
of the Communication on the Single Market Act of April 2011, when Commissioner Barnier announced that
he would issue an IPR package with the European patent, legislation on Collective Management, the Orphan
works directive and the Green Paper on Audiovisual. The initiative on collective management, which could
take the form of a Directive or a Regulation, will most likely focus on transparency and good governance for
all sectors and on facilitating multiterritorial licensing for the music sector.

+ FEP has been following the issue and explaining to the European Commission and Parliament the role of
collective management in the book field, including the fact that book publishers can grant world-wide or
at least Europe-wide licenses as these are generally granted on a language basis, and that RROs normally
manage only secondary uses. FEP has welcomed the intention to improve transparency and governance
in the field, but also clarified that collective management in the book sector does not present particular
problems..




-

LEVIES

BACKGROUND

In April 2008, the European Commission finalised a new consultation aimed at deepening the understanding
of the functioning of private copying levy schemes set up at national level.

Subsequently, in May 2008, the Commission organised a public hearing on Private Copying Levies, in order to
try and develop a common approach amongst all stakeholders. At the forum, which focused on levies in the
digital environment, Member States’ experiences and the future of policies, Commissioner McCreevy called
for the creation of a dialogue of stakeholders. The dialogue started a series of meetings in September 2008
and continued throughout 2009, but no agreement was reached and in early 2010 reproduction machine
manufacturers’industry representatives Digital Europe abandoned the platform.

The Commission has been considering the possibility to reopen the debate on the issue.

« FEP has been monitoring any developments in this field. Its position is that individual management,
whenever possible, is the preferred option for publishers. However, it is not always possible to manage
rights individually (e.g. reprography) and in those countries where levies are in place, publishers are
satisfied with the system. Moreover, the peculiarities of the publishing sector (Reproduction Rights
Organisations mainly manage secondary rights) must be taken into account before any conclusions are
drawn.
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DG JUSTICE AND DG HOME AFFAIRS B

The Directorate-General for Justice was created on 1 July 2010, following the division of the former
Directorate-General for Justice, Freedom and Security into two separate Directorates-General.

The objective of this DG is to seek practical solutions to cross-border problems, so that citizens feel at ease
about living, travelling and working in another Member State and trust that their rights are protected
no matter where in the European Union they happen to be. This involves, among others, promoting and
enforcing the Charter of Fundamental Rights of the European Union.

The Commissioner responsible is Viviane Reding (Commissioner for Justice, Fundamental Rights and
Citizenship), Vice-President of the European Commission.
The Director General is Francoise Le Bail.

On 9 September 2010, an FEP delegation met with Vice-President Reding.

PROPOSAL FOR A DIRECTIVETO STRENGTHEN THE FIGHT
AGAINST COUNTERFEITING AND PIRACY, CRIMINAL
MEASURES AIMED AT ENSURING THE ENFORCEMENT

OF RIGHTS (DIRECTIVE 2004/48/EC)

BACKGROUND

Following a Judgement from the European Court of Justice (ECJ) from 2005 clarifying the role of the
European Commission in the enactment of criminal law provisions, in April 2006 a new draft Directive aimed
at ensuring the enforcement of IP rights was published.

The European Parliament voted on the proposal in plenary in April 2008, unfortunately limiting the scope
to those infringements committed on a commercial scale. Counterfeiting and piracy, and infringements of
intellectual property in general, have increased significantly in recent years and seriously undermine several
sectors of the European economy, among which is publishing. Even if the introduction of a narrow definition
of commercial scale by the European Parliament is not welcome, it should be kept in mind that the proposal
sets a“minimum”and not a “maximum” threshold.

The proposal is currently still pending in the Council of Ministers. The Council delayed the discussion waiting
for the ECJ to rule for the second time on the competence European Commission in the field of criminal
matters. The ECJ gave its judgment in October 2007, deciding that the EU has the competence to propose
criminal sanctions to comply with EU legislation but that it cannot determine the type and level of criminal
penalties to be imposed by Member States on infringers. Currently, the Council has not scheduled the
discussion on the proposal.

Under consideration by the Commission is also a legislative proposal on criminal measures aimed at ensuring
the enforcement of intellectual property rights, to replace its own 2006 proposal; it should introduce
comprehensive criminal sanctions (common definition, level and types of penalties) in Member States and
define infringements of an intellectual property right as a criminal offence.

For the time being the initiative is stalled; it could be resumed after the purported review of the Enforcement
Directive.

« FEP has been monitoring any developments in this field while stressing to the European Institutions the
importance of facilitating mechanisms to fight piracy.
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DATA PROTECTION

BACKGROUND

The current EU regulation governing data protection and privacy was created in 1995 (Data Protection
Directive 1995/46/EC), and since then the rapid evolution of technology and the expansion of the digital
world have introduced many new ways in which data can be created, exchanged and manipulated. The issue
of privacy and data protection in the digital world is regarded with increasing interest by decision-makers
and stakeholders, and is followed also by the cultural industries due to its possible interaction with the
protection of intellectual property rights. The intersection of legislative provisions on data protection and
copyright enforcement has in fact created tensions in a number of cases in the past years.

The judgment of the European Court of Justice “Promusicae vs Telefonica” of 5 February 2008 stated that
Member States, when implementing the various directives on IPR, e-commerce and data protection, must
strike a fair balance between the fundamental rights they protect - including the right to property in civil
proceedings - as well as respecting the principle of proportionality.

With a view to modernising the data protection legislative framework, the Commission organised in May
2009 a wide stakeholders’ conference on data protection and launched a public consultation about the
future legal framework for the fundamental right to protection of personal data in the EU. On 4 November
2010, the Commission adopted a strategic Communication on a comprehensive strategy on data protection
in the European Union, highlighting its main ideas and key objectives on how to revise the current rules on
data protection, and opened a new public consultation. A legislative proposal is expected in 2011.

The European Parliament in turn started in March 2011 an own initiative report on data protection in the
Committee on Civil Liberties, Justice and Home Affairs; rapporteur is MEP Axel Voss (EPP, Germany).

« FEP has been following closely the debates around the tension between the rights to information
enshrined in the enforcement directive and privacy concerns under the data protection and data retention
directives.

« FEP replied to the consultation on data protection of 2010; FEP’s position is that the right to privacy should
be balanced with the freedom of expression and the right to protection of property, which includes the
protection of the equally important intellectual property rights.

- FEP has presented its position in several occasions to Commission officials and MEPs.

« On 30 November 2010, FEP attended the European Data Protection and Privacy Conference.

« On 28 January 2011, FEP attended the Data Protection Day celebrated by the European Commission, the
Council of Europe and its Member States.
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JURISDICTION? RECOGNITION AND ENFORCEMENT
OF JUDGMENTS IN CIVIL AND COMMERCIAL MATTERS

(‘BRUSSELS I')

BACKGROUND

On 21 April 2009 the European Commission published a Report and Green Paper on the application of
Council Regulation (EC) No 44/2001 on jurisdiction and the recognition and enforcement of judgments in
civil and commercial matters (the Brussels | Regulation).

In October 2009, and in January 2010, the Commission’s proposals in the green paper were discussed at
experts’'meetings. The Commission has identified reform of the Brussels Regulation as a strategic priority for
2010.

At the heart of this reform exercise is the Commission’s desire to remove the remaining obstacles to the
free circulation of judgments, that is, its proposals to abolish exequatur (the procedure by which a court
authorises enforcement of a foreign judgment), which the publishers wish to be kept maintained in cases of
defamation.

On 2 December 2009, MEP Tadeusz Zwiefka(EPP/PL), the rapporteur who sits on the European Parliament’s
Legal Affairs Committee, published a working document on the review of the Brussels Regulation (December
Report). MEP Zwiefka issued a report that was voted in September 2010 and brings balanced views on the
topic of exequatur and call for proper safeguards.

On 14 December 2010, the Commission adopted a draft Brussels | Regulation in which the exequatur
procedure was maintained for judgments ‘concerning non-contractual obligations arising out of violations
of privacy and rights relating to personality, including (Article 37 (3) (a)).

« FEP welcomed on 23 June 2010 the draft report of MEP Zwiefka on Brussels | together with other
organisations representing the media.

« FEP took part on 15 September 2010 to the EP media intergroup meeting on “Regulations Brussels | and
Rome II: how to ensure personality rights and freedom of press?”

+ FEP closely monitors the developments of the draft Regulation..
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DG HOME AFFAIRS ]

The Directorate-General for Justice was created on 1 July 2010, following the division of the former Directorate-
General for Justice, Freedom and Security into two separate Directorates-General.

The objective of this DG is to provide a stable, lawful and secure environment to the activities of the EU
citizens; it thus focuses on two main priorities: ensuring European security and putting solidarity at the heart
of the European migration policy.

The Commissioner responsible is Cecilia Malmstrom.
The Director General is Stefano Manservisi.

DATA RETENTION

BACKGROUND

The current EU regulation governing data retention is based on the Data Retention Directive 2006/24/EC,
which requires Member States to ensure that telecommunications service and network providers retain
certain categories of data (for identifying identity and details of phone calls made and emails sent, excluding
the content of those communications) for the purpose of the investigation, detection and prosecution of
serious crime, as defined by national law. The issue of data retention, just like privacy and data protection in
the digital world, is followed by the cultural industries due to its possible interaction with the enforcement of
intellectual property rights.

25 Member States have notified the Commission that they have transposed the Directive. Of these, Czech
Republic, Germany and Romania no longer have legislation in place, as their transposing laws were annulled
as unconstitutional by their respective Constitutional Courts. Two further Member States - Austria and
Sweden - have yet to transpose. Among the 22 Member States with laws in place, the application of data
retention has been uneven. The Directive has not fully harmonised the approach to data retention or
created a genuinely level-playing field for operators. Law enforcement authorities in most Member States
have reported that retained data plays a central role in protecting the public against harm through effective
criminal investigation. Data protection authorities have criticised the directive on the grounds that it does
not provide enough limitation of data retention and safeguards for how the data is stored, accessed and used.
Some organisations have mounted a campaign against the Directive, and against data retention generally,
on the grounds that it violates fundamental rights to privacy and the protection of personal data.

On 18 April 2011, the Commission adopted an evaluation report of the Data Retention Directive outlining
the lessons learned since its adoption in 2006. The report concluded that retained telecommunications data
play an important role in the protection of the public against serious crime. However, transposition of the
Directive has been uneven and the remaining differences between the legislations of Member States create
difficulties for telecommunication service providers. The Directive also does not in itself guarantee that data
are stored, retrieved and used in full compliance with the right to privacy and protection of personal data, and
this has led courts to annul the legislation transposing the Directive in some Member States. The Commission
plans to review the current data retention rules, in consultation with the police and the judiciary, industry,
data protection authorities, and civil society.

« FEP hasbeenfollowing closely the debates around the tension between the rights to information enshrined
in the enforcement directive and privacy concerns under the data protection and data retention directives.

« FEP collaborated with other creative industry organisations in order to support the Swedish publishers
association in the request for a preliminary ruling of the Audiobook case by the European Court of Justice;
FEP contributed to explain that the fact that the Data Retention Directive had not been implemented yet
did not hamper the application of the right to information of the rightholder granted by the Enforcement
Directive.
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DG RESEARCH AND INNOVATION ]

The Directorate-General for Research and Innovation’s mission is to develop and implement the European
research and innovation policy with a view to achieving the goals of Europe 2020 and the Innovation Union.

The Commissioner responsible is Maire Geoghegan-Quinn.
The Director General is Robert-Jan Smits.

FEP met with members of Commissioner Geoghegan-Quinn’s cabinet.

FEP coordinates with the International Association of Scientific, Technical and Medical Publishers (STM) so
that the views of our respective industries are well represented in Brussels. The STM Director for Public Affairs,
Barbara Kalumenos, shares an office with FEP in Brussles.

Itis essential to distinguish between the principles of intellectual property and the access policies to scientific
information published in STM journals.

FEP supports STM in informing EU officials of the various business models in the field of scientific publishing
and how any decision might endanger the whole of scientific information system.

FEP recurrently recalls, in talks with its counterparts, that in the case of scholarly journal publishing, publishers
are offering 90% of their products in digital form having successfully covered the objective of providing
access to the content. Higher education establishments can make use of the licenses offered to provide
those services for distance learning purposes. In this case, there is no need for the exception to be extended
because the market has successfully provided the desired result of facilitating access to knowledge.

FEP regularly attends meetings and conferences organised by DG Research, the European Parliament and
other institutions and stakeholders on the issue of access to scientific publications and information.

FEP follows the debates and initiatives related to the development of the EU research and innovation funding
programmes.
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DG TAXATION

The Directorate General’s mission is to develop and propose EU policies in the field of tax as well as to ensure
the proper implementation of tax measures that the Council and the Parliament have adopted. Among these,
it aims at developing a coherent, modern and simple Value Added Tax system.

The Commissioner responsible is Algirdas Semeta.
The Director General is Walter Deffaa.

FEP met with members of Commissioner Semeta’s cabinet.

In 25 of the 27 Member States of the European Union, books benefit from reduced rates of VAT; two countries
even provide for a zero VAT rate for books: Ireland and the United Kingdom. Several more countries have
extended reduced rates to books on all physical supports, or allow reduced VAT for audio books.

FEP has always been pleading for books to be taxed at the lowest rate for the intrinsic educational, cultural
and social socials they carry, and is now committed to advocating for equal fiscal treatment for all kinds of
books, regardless of their format.

REDUCED RATES OF VAT

BACKGROUND

In July 2008, the Commission adopted a proposal for a Council Directive amending Directive 2006/112/EC as
regards reduced rates of VAT. The proposal included a series of technical adaptations to the list of products
and services for which reduced rates are allowed; one of these would extend the possible application to“audio
books, CD, CD-ROMs or any similar physical support that predominantly reproduce the same information
content as printed books”.

The proposal was welcomed favourably by the European Parliament, which on taxation matters only has a
consultative role. The reception of the proposal in the Council was much more controversial, as unanimity was
needed to reach an agreement and several Member States were opposed in principle to the use of reduced
rates of VAT. The economic crisis also influenced the debates on the issue.

Finally, after a political agreement reached by the Council in March 2009, on 5 May 2009 Council Directive
2009/47/EC amending Directive 2006/112/EC as regards reduced rates of value added tax was adopted;
it allows, among others, the application of reduced rates to books on all physical means of support. The
Directive entered into force on 1 June 2009. As of May 2011, France, Hungary, Luxembourg, Poland, Portugal,
Romania, Spain and the Netherlands have taken advantage of the new provisions to extend the reduced
rates to books on all physical supports, while Sweden allows reduced VAT on audio books. In December 2010,
France introduced new legislation allowing a reduced rate of VAT on all kinds of books starting from January
2012.

However, differences remain in the fiscal treatment of books with regard to their format (printed or electronic)
and means of delivery (online or offline). In December 2010, the Commission issue a Green Paper on the
Future of VAT, with the aim to launch a debate on how to reform the European VAT system. The Commission
envisages a review of VAT to strengthen its coherence with the single market and its capacity as a revenue
raiser by improving its economic efficiency and robustness whilst reducing the cost of compliance and of
collection. The Green Paper — which includes a public consultation - points out, among others, the current
inconsistencies in the VAT rates applied to comparable products or services; it highlights how, for instance,
Member States may apply a reduced VAT rate to certain cultural products but have to apply the standard rate
to competing on-line services such as e-books and newspapers
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+ FEP has been campaigning for the extension of reduced rates to all kinds of books, regardless of their
format or the way they are delivered. FEP has gathered information to support its arguments and also
intelligence on the position of the European Institutions on the subject, working especially within the
Working Group on VAT established within its members.

+ FEP regularly collects information about the implementation of the new VAT Directive in the EU Member
States.

« FEP presented constantly the issue of VAT on electronic publications to European Commission officials,
MEPs and Permanent Representations in Brussels, particularly in view of the publication of the Green
Paper on VAT.

« At the end of May 2011, FEP replied to the consultation of the Green Paper on VAT, presenting many
arguments in defence of reduced or zero rates of VAT for books and calling for their application to all kinds
of books, printed and electronic..

VAT ON BOOKS IN THE MEMBER COUNTRIES

BACKGROUND

Since the beginning of 2009, mainly due to budget concerns prompted by the economic and financial crisis,
the governments of a number of EU and EEA Member States have been considering similar provisions: an
increase or the elimination of reduced rates of VAT on many or all the products and services which previously
enjoyed a preferential treatment, including books.

In 2009, VAT on books was raised from 5% to 9% (still a reduced rate) in Estonia and Lithuania, and to 21%
(standard rate) in Latvia; the Lithuanian government planned a further increase to 19%, the standard rate,
in July 2009. Such increase was later on scrapped until at least the end of 2010, and in August the Latvian
government decided to reintroduce a reduced rate of VAT of 10% on books. In Iceland, the government
considered but eventually shelved a plan to increase VAT on books from 7% to 14%.

In 2010, the Lithuanian government definitively dropped the plan to increase VAT on books. The British
and Irish governments contemplated the possibility to eliminate the zero rate enjoyed by books, but finally
decided to maintain it. The Finnish government also started considering the elimination of reduced rates in
2011, and the same happened in the Czech Republic; decisions there are still pending..

FEP offered its support to the publishers associations in the countries concerned.

FEP addressed the authorities of several Member States through a series of resolutions, statements and
letters to Ministers all highlighting the importance of a thriving book market and publishing industry in
cultural, social, economic and political terms and exposing the risks of disrupting the sector with such
policies.
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DG TRADE ]

The Directorate General for Trade is in charge of implementing the common trade policy of the European
Union. Among others, it works for more effective protection of intellectual property rights worldwide.

The Commissioner responsible is Karel De Gucht.
The Director General is Jean-Luc Demarty.

ANTI-COUNTERFEITING TRADE AGREEMENT (ACTA)

BACKGROUND

In 2007, the EU and a number of other WTO members began work on a new international agreement —
the Anti-Counterfeiting Trade Agreement (ACTA). This initiative is related both to the Lisbon Agenda (under
which the Commission identified intellectual property as one of EU’s key competitive assets) and to the
Global Europe strategy (of which better enforcement of IPR is one of the key objectives).

The negotiating parties of ACTA were a mix of developed and emerging economies: Australia, Canada, the
European Union, Japan, Korea, Mexico, Morocco, New Zealand, Singapore, Switzerland and the United States.
It is hoped that major countries facing the same counterfeiting and piracy problems will eventually join.
The EU’s objective with ACTA partners is to have a new plurilateral treaty improving global standards for
the enforcement of IPR, to more effectively combat trade in counterfeit and pirated goods and help in the
fight to protect consumers from the health and safety risks associated with many counterfeit products. This
goal is pursued through three primary components of ACTA: (i) international cooperation; (ii) enforcement
practices; and (iii) legal framework.

This initiative is a positive sign for any copyright based industries. In particular, in view of the increase of all
kinds of piracy and especially internet piracy, the will of developing countries to negotiate a Treaty to set
high enforcement standards should set an example for countries that want to strengthen IP protection.
Discussions about the Agreement started in 2007; formal negotiations were launched in June 2008. 11 rounds
of negotiations took place, between June 2008 and October 2010. On November 15, 2010, participants in the
negotiations announced that they had finalised the text of the Agreement. Following legal verification of the
drafting, the proposed agreement was submitted in early 2011 to the participants’ respective authorities to
undertake relevant domestic processes and ACTA is now open for ratification. The European Parliament will
have to approve the Agreement as well.

In December 2008, The European Parliament adopted by its own initiative a non-legislative resolution on
“The impact of counterfeiting on international trade’, drafted by MEP Gianluca Susta (ALDE, IT) on behalf of
the Committee on International Trade. In March 2010, the European Parliament adopted a quite negative
resolution on the transparency and state of play of ACTA. On 24 November 2010 the EP adopted another
resolution, this time expressing support for the Agreement. In April 2011, a political group of the EP asked
the Parliament’s President to refer the ACTA to the European Court of Justice in order to make sure it was in
line with the community acquis.

ACTA has sparked a strong opposition on behalf of activists on the front of the freedom of the internet and
by a number of MEPs, concerned by the alleged secrecy of the negotiations and by the effects that certain
provisions of the treaty could have on fundamental rights and freedoms, according to some analysts. The
Commission has always refuted such accusations, confirming that ACTA will not affect the acquis.

« FEP has been reminding the European Commission that having legislation in place is just as important as
following up on enforcement issues and this issue is especially relevant when it comes to external trade.
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- FEP alerted its member associations of the importance to contact their national Governments to stress the
value of such an agreement at international level which would allow a high level of enforcement in and
outside of the EU.

« FEP has met with relevant officials and keeps monitoring any developments in this field.

« FEP attended the stakeholders’ meetings on ACTA organised by the European Commission and followed
the relevant debates in the European Parliament.

« On 21 May 2010, FEP participated in a meeting on ACTA organised by BusinessEurope.

+ FEP contributed to a joint letter of the CMBA, which was sent to MEPs in view of the vote on the report on
ACTA in November 2010.

 FEP signed a letter jointly with a number of other rightholder representatives to ask to avoid the referral of
ACTA to the ECJ.

EXTERNAL EU ACTIONS AGAINST PIRACY
AND COUNTERFEITING

BACKGROUND

A number of EU companies, especially UK publishing companies, suffer from a vast counterfeiting and piracy
activity in third countries that affects their markets on a large scale. China, India and Russia have been among
the most problematic from this point of view.

In order to improve the IP protection in China, the Commission has been active on a number of fronts including
the setting up of a structured EU-China Dialogue focused on IP since October 2003. To complement this
Dialogue and allow the participation of the industry and other right holders in the IP discussions between
the EU and China, an EU-China IP Working Group was created in July 2004 and approved at the occasion of
the 2005 Summit.

Also since its launch in November 2007, the EU China Project on the Protection of Intellectual Property Rights
(IPR2) has taken charge of the EU’s IPR related technical assistance activities. The objective of this programme
is to improve the effectiveness of IPR protection and enforcement in China through the provision of technical
assistance to Chinese legislative, judicial, administrative and enforcement agencies and institutions. The UK
PA and the AAP have submitted proposals for the IPR2 which are specific to help the publishing industry active
in China. In March 2009, high-level officials from China and the EU met in Brussels to update stakeholders in
Europe on EU-China co-operation towards strengthening intellectual property rights (IPR) protection and
enforcement.

The European Commission also holds periodic meetings with stakeholders on IPR issues in Russia.

As a general matter, the Commission includes IPR provisions in its trade agreements with third countries; the
ones of the Free Trade Agreement signed with South Korea in October 2010 are quite robust as regards the
enforcement of IPR. The Commission is now negotiating a Comprehensive Economic and Trade Agreement
(CETA) with Canada. The Canadian government table a bill in June 2010 aimed at modernising Canada’s
copyright system; Bill C-32, as it is called, includes provisions on exceptions that could negatively affect
Canadian publishers, in particular academic and educational.

FEP has been following developments and providing the Commission with information at the occasion of
several stakeholder meetings.
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+ FEP has been working with the UK Publishers Association and the American Association of Publishers to
inform EU officials of the importance of this matter and assess how to improve the activities of European
publishers in China and other third countries.

« On 18 May 2010, FEP participated in a stakeholders meeting organised by DG Trade on piracy in Russia.

« FEP replied to a public consultation issued by the Commission in June 2010 on a future trade policy,
upholding the importance of IPR protection, free circulation of books and the cultural implications of
trade outside Europe.

« On 12 July 2010, FEP participated in a seminar on the latest developments in China’s IP system organised
by BusinessEurope.

« FEP intervened in support of its Canadian colleagues by addressing messages to a number of Canadian
authorities.

« FEP met officials at DG Trade and at the Hungarian presidency (with CMBA) in order to raise awareness of
the potential negative consequences of the Bill C-32 and to suggest addressing them in the framework of
the EU-Canada CETA.

« In April 2011, FEP provided comments for an impact assessment conducted with regard to the EU-Canada
CETA.

« FEP invited Pedro Martins Velasco, Policy Officer of the Public procurement and intellectual property Unit
of DG Trade, to its annual rendez-vous at the Frankfurt Book Fair in October 2009.
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THE OFFICE FOR OFFICIAL PUBLICATIONS OF THE
EUROPEAN COMMUNITIES (OPOCE)

The Office for Official Publications of the European Communities (Publications Office) is the publishing house
of the institutions and other bodies of the European Union. It is responsible for producing and distributing
EU publications on all media and by all means.

The Commissioner responsible is Viviane Reding, Vice-President of the European Commission.
The Director General is Martine Reicherts.

On 9 September 2010, an FEP delegation met with Vice-President Reding. FEP also met with Harolds
Celms, Director of the Publications and Dissemination Directorate of OPOCE, to discuss possible areas of
collaboration, especially in the field of standards.

THE EUROPEAN UNION PUBLISHERS' FORUM

BACKGROUND

The Publications Office works with partner publishers and international organisations to promote the
dissemination of Community documents on specific markets as well as translations other than those
published by the European Union.

The key purpose of the European Union Publishers’Forum is to stimulate a dynamic partnership between the
European institutions and publishers. This alliance aims to fulfil our main objective of bringing Europe closer
to its citizens by improving access to EU-related information. The EU Publishers’ Forum is co-presided by the
President of FEP and the Director-General of OPOCE.

The Publications Office welcomes requests for licensing, co-publishing agreements and translations related
to our range of EU publications.

« FEP continues cooperating with the OPOCE in the European Union Publishers’Forum they launched jointly
in 1995.

« FEP encourages this partnership initiative between public and private publishers.

« FEP stressed the importance of the Forum in its meeting with Vice-President Reding.
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FEDERATION OF EUROPEAN PUBLISHERS
FEDERATION DES EDITEURS EUROPEENS

The Federation of European Publishers (FEP) is an independent, non-
commercial umbrella association of book publishers associations in
the European Union.

FEP represents 26 national associations of book publishers
of the European Union and of the European Economic Area.
FEP is the voice of the great majority of publishers in Europe.
Founded in 1967, FEP deals with European legislation and advises
publishers’ associations on copyright and other legislative issues.

AUSTRIA - HAUPTVERBAND DES OSTERREICHISCHEN BUCHHANDELS

BELGIUM - VLAAMSE UITGEVERS VERENIGING - ASSOCIATION DES EDITEURS BELGES

BULGARIA - ACOLIMALMA BBJIITAPCKA KHUTA

CZECH REPUBLIC - SVAZ CESKYCH KNIHKUPCU A NAKLADATELU
CYPRUS - PUBLISHERS ASSOCIATION OF CYPRUS

DENMARK - FORLAEGGERFORENINGENESTONIA - EESTI KIRJASTUSTE LIIT
FINLAND - SUOMEN KUSTANNUSYHDISTYS RY

FRANCE - SYNDICAT NATIONAL DE LEDITION

GERMANY - BORSENVEREIN DES DEUTSCHEN BUCHHANDELS

GREECE - TANEAAHNIA OMOZXTMONAIA EKAOTQN - BIBAIOXAPTOMQAQN
HUNGARY - A MAGYAR KONYVKIADOK ES KONYVTERJESZTOK EGYESULESE
ICELAND - FELAG [SLENSKRA BOKAUTGEFENDA

IRELAND - THE IRISH BOOK PUBLISHERS" ASSOCIATION

ITALY - ASSOCIAZIONE ITALIANA EDITORI

LITHUANIA - LIETUVOS LEIDEJY ASOCIACIJA

LUXEMBOURG - FEDERATION LUXEMBOURGEOISE DES EDITEURS DE LIVRES
THE NETHERLANDS - NEDERLANDS UITGEVERSVERBOND

NORWAY - DEN NORSKE FORLEGGERFORENING

POLAND - POLSKA IZBA KSIAZKI

PORTUGAL - ASSOCIACAO PORTUGUESA DE EDITORES E LIVREIROS
SLOVENIA - GOSPODARSKA ZBORNICA SLOVENLJE

SPAIN - FEDERACION DE GREMIOS DE EDITORES DE ESPANA

SWEDEN - SVENSKA FORLAGGAREFORENINGEN

UNITED KINGDOM - THE PUBLISHERS ASSOCIATION
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