EU ECONOMICS AND FINANCE MINISTERS MEET TO DISCUSS ABOUT VAT RATES REDUCTION IN CERTAIN SECTORS, AS RESTORATION SERVICES. EURO-MED TDS FOLLOWS THE DEVELOPMENTS OF THE ISSUE IN CONSULTATION WITH ITS MEMBERS.
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Brussels, 10th March 2009 - EU Economics and Finance Ministers should approve a document to present at the end of March to the European Council in Brussels for the final decision about reduction of VAT rates in certain sectors.
The Heads of State and Government of the EU Member States will sit down at the negotiation table on 19 and 20 March 2009, in Brussels.

The Ecofin Council has already discussed about the reduction of VAT rate as main issue in the agenda of the meeting held on 20 January in Brussels. 
A widest application of reduced VAT rate is part of national measures in support of the economic activity adopted under the European Economic Recovery Plan. In this way, they will pave the way for the assessment of the stability and convergence programmes, planned for the March meeting. 

The Commission presented in July a proposal aiming at revising the reduced rates rules, and is ready today to prepare a separete proposal for the rates to apply to environmental goods and services.

The directive 2006/112/CE allowed the member state to apply a reduced VAT rate (never lower than 5% as to minimum standard rate of 15%) to certain goods or services and allowed provisional derogations for some cases and/or some member states

.

Under the approved Recovery Plan, the December European Council set the task for the finance ministers to find possibilities for applying reduced VAT rates in certain sectors. In line with the schedule of the Ecofin Council agenda presented at the January meeting, the ministers will discuss in which sectors the reduced VAT rates might be introduced. 
An important factor in selecting these sectors will be the emphasis on growth and jobs support. At the same time, the ministers will set the direction for further activities in this area. 

Labour intensive  services, provided on local basis, are included in this reform. Among the services involved in the proposal Restoration Services are concerned as they are not at risk of unfair competition on home market.

Two elements – labour-intensity and environmental impact – came out from the compromise between the majority of member States, favorable to the reform, and the opposition led from Germany. 
German Finance Minister, Peer Steinbrueck, stated at the end of January the “German favorable will to a compromise”, leaving the strength opposition showed about reduced VAT rates. 
Euro-Med TDS, together with other international Organizations in the sector and in consultation with its members, follows the issue for the satisfaction of sector Companies and customers as far as the VAT rates issue is concerned. Euro-Med TDS will continue to follow the developments with the Competent Authority in order to confirm the relevance of the proposal which should give clear advantages for Economic Recovery.

Furthermore the application of this reform should mean a consumptions enlargement with a consequent growth from both employment and financial points of view. 
THE MEETING

There has been a broadly positive response to moves by European finance ministers to cut VAT rates, with small business representatives welcoming the certainty the plan will bring for SMEs. 

The Economic and Financial Affairs Council agreed to reduce VAT in labour-intensive industries, with a particular focus on locally-provided services, including bicycle and shoe repairs, window cleaning, hair salons and nursing home services. 

Restaurants and books can also benefit from the measures proposed by the bloc's 27 economics ministers, as can toll bridges in Lisbon and liquefied petroleum gas (LPG) cylinders in Cyprus. 

UEAPME, the European craft and SME employers' organization, said the agreement brings an end to years of legal uncertainty. 

The group said the new rules will create a level playing field across Europe and give all member states the possibility to opt in at any time, and will help create incentives for employment for the SMEs. 

"SMEs will be allowed to charge considerably less for these services, making them more affordable and attractive to the public without endangering cross-border competition. This is a boon for small businesses, all the more so in the present economic downturn," said Andrea Benassi, secretary-general of UEAPME. 

He said the reduced VAT rates would be "an excellent addition" to national economic recovery plans currently under discussion.

VAT rate issue will be on the agenda of next Council of the EU meeting, on 19th and 20th March.
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