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COMPOSITE MEETING OF
PASSENGER TARIFF COORDINATING CONFERENCES

MONTREAL, 19-23 JULY 1999

MINUTES

REMUNERATION TO AGENTS (EXCEPT USA/US TERRITORIES)

1 The agenda for the Composite Meeting of Passenger Tariff Coordinating Conferences
included proposals on remuneration to agents. US-based TC Members were prohibited
by their authorities from patrticipating in such discussions and they were therefore not
present for this part of the agenda.

2 The discussions were conducted under the Chairmanship of Mr P Murphy (IATA).

3 TC Members were prohibited from discussing commission levels for countries in the
European Economic Community and Resolution 004d provided only recommended
commission levels and any carrier was free to establish their own levels. As a
consequence, discussions had no relevance in these countries.

4 Traditionally, airlines are not identified in the minutes covering commission issues.

5 The Attendance Record is at Attachment ‘A’.

BACKGROUND

6 At the 1998 Composite Meeting Members had been advised that IATA had applied to

the European Commission for an individual exemption to provide the anti-trust
immunity required for the Agency Programme to be conducted in EC Member States. It
had been established that one of the conditions of DGIV would be that airlines enter
into a preliminary dialogue with the European travel agents through their representative
groups in order to understand their concerns in the marketplace and in order to develop
a proposal to the Commission for this application that reflected those concerns. As a
consequence, one of the recommendations of the final application to the Commission
was the establishment of a formal dialogue group between the European travel agents
and IATA - the European Agency Programme Joint Councils Supervisory Board
(EAJCSB) or "Euroforum”. This Group had met twice prior to the 1998 Composite
Meeting.
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10

The Chairman recalled that the 1998 Composite Meeting had decided that no action
(except the removal of Canada) could be taken on Resolution 016a as this could be
detrimental to this effort and the discussions between IATA and the European agents.
However, that decision had been taken on the basis the Euroforum would provide a
report to a Special Composite Meeting to take place in early 1999.

Developments had taken longer than anticipated and the Special Composite Meeting
planned for early 1999 could not take place as intended. The Euroforum had been
reconstituted as the New Millennium Task Force which had not meet until 889y

Members were provided with the Terms of Reference for this Task Force, its
membership and an extract from the Minutes of the Passenger Agency Conference held
in May 1999 concerning the Task Force. It was noted that the Terms of Reference
focussed on establishing the correct relationship for the new Agency Programme. In
any event, the level of commission remained the sole prerogative of the Passenger Tariff
Conferences.

The New Millennium Task Force had held discussions with DGIV and would present a
report by the end of 1999; the next PAC would be in May 2000. The application for an
individual exemption remained outstanding. While this did not have a direct bearing on
Resolution 016a, Members should consider the possible ramifications if

Resolution 016a was rescinded.

It was against this background that the Conferences addressed the three notices of
rescission placed on Resolution 016a.

RESOLUTION 016a - COMMISSION FOR IATA APPROVED AGENTS (EXCEPT
USA/US TERRITORIES)

Rescission of Resolution

11

12

One Member believed that more and more airlines required the ability to set their own
commission structures for their agents and this development had resulted in carriers no
longer being able to agree to the percentage in Resolution 016a. In more and more
markets there had been a decrease in the standard agent commission and, in their view,
it was likely that other forms of rewards for agents would be introduced in the future.
Unless the Conferences were able to develop revised wording which would allow
carriers to determine the commission themselves, the Member placed a notice of
rescission for the earliest possible effective date.

Another Member considered that Resolution 016a was no longer reflective of the
situation prevailing in many areas. The application of this Resolution had already been
modified with respect to a major route of direct concern to them and, for these reasons,
the Member gave notice of rescission of Resolution 016a. If however, the Meeting
considered that there was value in retention of this Resolution, they proposed that New
Zealand be removed from Resolution 016a.
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14

15

16

A third Member also had placed a notice of rescission on Resolution 016a. They
considered that this Resolution no longer reflected the industry requirement as an
increasing number of countries were excluded from it. Due to the dynamic and
effective development of electronic distribution of airline products, the rate of
commission as stipulated in Resolution 016a had become unrealistic and should be as
authorised by the carrier providing the transportation. The Member believed that the
retention of Resolution 016a would open up dispute between travel agents and airlines.
If the 1999 Composite Meeting endorsed the retention of Resolution 016a, they
proposed that Hong Kong SAR be removed from Resolution 016a.

Concern was expressed regarding the adverse impact on medium and small airlines if
the framework provided by Resolution 016a was lost. In particular, KM wished to
highlight some concerns regarding rescission of Resolution 016a. Firstly, one of the
reasons given for placing a notice of rescission had been that, with electronic
developments, the role of travel agents had been changed. They continued to believed
that electronic ticketing and internet bookings/ticketing were still in their infancy in
many parts of the world. Small and medium sized airlines still depended on travel
agents’ support and they feared the complex situation that would arise without a global
standard resolution or guidance on travel agents’ commission particularly in the BSP
environment and when interlining was involved. How could airlines expect a travel
agent to deduct commission on a ticket issued for a multiple sector journey involving
two or more carriers with which different levels of commission had been agreed?
Would airlines expect travel agents to work out the prorate share for each carrier
involved in a journey and deduct the appropriate commission? Finally, they reminded
Members that the Agency Programme required the support of the travel agent
community in order to obtain the individual exemption from the European Commission.
In reply to these questions, the Secretary advised his understanding that the agent would
receive the commission payable by the ticketing carrier and the ticketing carrier would
then settle with its interline partners in accordance with their agreements.

Although suggestions were made regarding possible amendments to the Resolution, one
proponent advised that they were not prepared to consider any amendment to the
Resolution unless the percentage was removed.

After further discussion, a proponent indicated that they would only be prepared to
consider an effective date for their notice of rescission of 1 August 2000. This would
allow the Task Force time to complete their work and enable Members to take the
necessary preparatory steps prior to the rescission. The proponent would also require a
Special Composite Meeting to take place following the PAC if further consideration
was required. Another proponent supported this suggestion. They had been in
attendance at the PAC May 1999 and were confident that the work of the Task Force
would result in a dramatic change in the way airlines conducted business with agents.
However, they insisted that in the meantime action be taken to remove New Zealand
from the area of application of Resolution 016a. The third proponent took a similar
stance and required the removal of Hong Kong SAR. These two requirements were
addressed separately under Resolution 002p.
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17 A show of hands on Resolution 016a ceasing to be effective from 1 August 2000
revealed 14 carriers in support and 11 carriers opposed. It was understood that the
opponents objected in principle to the notice of rescission but Members were reminded
that unless the proponents agreed either to withdraw their notices of rescission or to
another course of action, Resolution 016a would cease to be effective 180 days after the
close of the Composite Meeting unless a later date was agreed. Related Resolutions
would also cease to be effective from the same date.

PROPOSED COURSE OF ACTION

18 On the basis of these discussions, the Conferences accepted the following package:

* Resolution 016a would cease to be effective from 1 August 2000.
» Consequently the following Resolutions would also cease to be effective from the

same date:

»  002ff Special Amending Resolution (Malawi)

» 002h Special Amending Resolution (Canada)

» 002p Special Amending Resolution (Central America/Panama/
Hong Kong SAR/New Zealand)

» 002r Special Amending Resolution (Australia/New Zealand for
Trans Tasman)

» 004d Special Commission Resolution EC Member States (in respect

of its reference to Resolution 016a)

» The report of the New Millennium Task Force would be addressed at the Passenger
Agency Conference in early 2000. Should this require the issue to be re-addressed
by the Composite Meeting, the Secretary, in consultation with the Passenger Tariff
Conferences Steering Group, would determine whether the issue could be dealt with
at the July 2000 Composite Meeting or whether an earlier Composite Meeting was
required.

19 KM reiterated their concern with the rescission of Resolution 016a. They viewed this
decision as anti-competitive. As a small airline with no global distribution system they
had no means to appoint all IATA travel agents as their agent or to inform them of their
commission rate for interline purposes. They therefore intended to consider what action
could be taken regarding Resolution 001 to ensure that in future they would not be
placed in a similar position.

COMMISSION EFFECTIVE 1 SEPTEMBER 1999
RESOLUTION 002p - SPECIAL AMENDING RESOLUTION

New Zealand

20 Against the background of a major route out of New Zealand having already been
removed, a Member required that New Zealand be removed in total from the area of
application of Resolution 016a. There was no objection and Resolution 002p reflected
that Resolution 016a would not apply in New Zealand.
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Hong Kong SAR

21  With a limited number of TC Members in South East Asia, one Member found
themselves at a competitive disadvantage and required that Resolution 016a no longer
apply in Hong Kong SAR. In the absence of any opposition, this amendment was
reflected in Resolution 002p.

Central America and Panama

22 A Member proposed to reduce the commission paid to IATA accredited agents in
Central America and Panama to 7%. The actual 9% commission had been established
decades ago based on different components or services offered by agencies: providing
product information, quoting fares, booking, ticketing, and steering business, to mention
some.

23  With the technological advances in the last decades the selling of airline tickets had
been simplified and, with electronic ticketing available, the time an agency spent in

such tasks had been reduced. The lower agent compensation moved in the direction the
travel industry is taking, e.g. US railway companies and US and European airlines.

24 At the request of the Member, the proposal was amended to a rate of commission of 6%
for transportation sold in Belize, Costa Rica, El Salvador, Guatemala, Honduras,
Nicaragua, Panama. This was agreed and included in Resolution 002p.

Adoption of Resolution

25 Inthe absence of opposition, the Resolution was adopted for effect 1 September 1999.
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Attachment ‘A’

Composite Meeting
Montreal, 19-23 July 1999

ATTENDANCE RECORD

Chairman: P. MURPHY (XB)

COMPANY REPRESENTATIVE TELEX FAX/E-MAIL ADDRESS
Aer Lingus T. MOLONEY DUBDPEI +353 - 1 — 7053858
molonto@aerlingus.ie
P. SCALLY DUBAWEI + 353 -1-7053854
paul.scally@aerlingus.ie
Aerolineas Argentinas A. GALLO BUEDBAR  +54-11 -4317 3596
agallo@aerolineas.com.ar
Air Afrique A.T. DIALLO ABJCRRK + 225 - 203 102
Air Algerie R. DJENDER ALGCIAH + 213 - 272 8967
M. AZZI ALGCIAH
Air Canada J. PARE YULQRAC +1-514-422 5899
jpare@aircanada.ca
Air France B. CHARRIER HDOMQAF +33-1-41567719
becharrier@airfrance.fr
M. HARIKIOPOULO HDQPBAF +33-1-41567819
miharikiopoulo@airfrance.fr
Air-India S. PATANKAR BOMQTAI  +91-22-2835762
Air Malta P. PARIS MLAQTKM +356 — 677 228
Paul.Paris@airmalta.com.mt
Air New Zealand Ltd. J. FOGED AKLQTNZ  +64-9-366 2471
fogedj@airnz.com
Alitalia, Linee Aeree E. LOMBARDI ROMQTAZ +39-6-65626184
Italiane S.p.A. +39 - 6 - 6562 7626
lombardi_emanuela@alitalia.it
All Nippon Airways Co. Y. FUKUSHIMA TYOQWNH +81 - 3 - 5495 2988
Ltd. y.fukushima@ana.co.jp
S. SATO TYOQWNH +81 - 3 - 5495 2988
s.sato@ana.co.jp
M. NOGUCHI OSAQXNH +81-6-6376 8885
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COMPANY REPRESENTATIVE
Austrian Airlines M. TAKACS
Balkan Bulgarian Airlines T. DIMITROVA

E. NAYDENOVA

British Airways p.l.c. M. McCOOL
Cameroon Airlines T. LIKENG
Cathay Pacific Airways Ltd. C-S.LEUNG
China Northern C, ZHANG

B. ZHANG
Croatia Airlines T. SELENDIC

Cyprus Airways Ltd. P. PERICLEOUS

Deutsche Lufthansa A.G. F. SOCHA
Finnair Oy P. VUORI
IBERIA, Lineas Aereas A. DE FRUTOS

de Espana S.A.

Icelandair . HAUKSDOTTIR

Indian Airlines P. SRIVASTAVA

Japan Airlines Co. Ltd. D. KAGAMIYAMA

K. ENTA
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TELEX
VIEQPOS
SOFQTLZ
SOFCTLZ

LHRSNBA

DLAQTUY

HKGQTCX

SHEURCJ

ZAGQTOU
NICQTCY

FRAQTLH

HELSZAY

MADQTIB

REKSTFI

DELCRIC

TYOQTJL

TYOQTJL

FAX/E-MAIL ADDRESS

+43 -1 - 688 3540
manfred.takacs@aua.com

03592 794414
03592 796104

+44 - 181 - 738 9490
martin.j.mcool@british-
airways.com

+237 423 459/639

+852 - 2141 5368
cs_leung@cathaypacific.com

+385-1-617 6845
+357 - 2- 663470

+ 49 6102 240750
frank.socha@dlh.de

+358 - 9 818 8336
pekka.vuori@finnair.fi

+34 - 91 587 7012
adefrutos@iberia.es

+ 354 505 0503
ingalara@icelandair.is

+91-11-373 8827

+81 - 3 - 5460 5864
kagamiyama@ciz.crane.jal.co.
ip

+81 - 3 - 5460 5864
enta@ciz.crane.jal.co.jp



COMPANY

KLM Royal Dutch Airlines

Korean Air

LAN-CHILE (Linea Aerea
Nacional - Chile S.A.)

Lauda Air Luftfahrt AG

MALEV
MEA

Olympic Airways

Polskie Linie Lotnicze
(LOT)

Qantas Airways Ltd.

Royal Air Maroc

Royal Jordanian

Saudi Arabian Airlines

Scandinavian Airlines
System (SAS)

REPRESENTATIVE

F.J. VAN DER HOORN

M. VAN RYJIJNBERK

S.Y. CHONG

J-W. LIM

K. ROBINSON

A. FLORIO

S. SZALLER

E. AZZI

C. SIAPPAS

L. KOROLIS

B. ROZLUCKA

P. FERRETT

M. BEN JELLOUN

M. ZUAITER

K. ALFASSI

S. ISMAIL

L. SELLSTEDT

Swiss Air Transport Co. Ltd. M. DURST

(Swissair)

TACA
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A. ALVARADO

L. CASTANEDA

TELEX
AMSQTKL

AMSQTKL

SELQTKE

SELQTKE

SCLRKLA

VIESCNG

BUDQTMA

BEYQTME
ATHQTOA

NYCQTOA

WAWHTLO

SYDQTQF

CASQTAT

AMMQTRJ

JEDSVQT
JEDTMSV
STORBSK

HDQQRSR

HDQQTTA

HDQQTTA

FAX/E-MAIL ADDRESS

+31 - 20 - 648 8094
frans-van-der-hoorn@kim.nl
+31 - 20 - 648 8094
madeleine-van.rynberk@kim.nl

+82 -2 - 656 7471
sookyup@koreanair.co.kr
+82 -2 -656 7471
limjw@Kkoreanair.co.kr

562 - 565 2363
krobinso@lanchile.cl

+431 7000 574431
florioa@laudaair.com

+36 — 1 - 266 8127
+ 961 1 629 260

9267161
csiappas@olympic-airways.gr
+1-212 -753 0215

+48 - 22 - 6305732

+61 - 2 - 9691 4501
pferrett@qgantas.com.au

+212 -2 910707

+96 - 2 - 568 8624
Zuaiter@rja.com.jo

+966 - 2 - 6861532
+966 - 2 - 686 3342

+46 - 8 - 797 1820
lars.sellstedt@sas.se

+41-1-8129002
mdurst@sairgroup.com

+1 - 503 - 279 4345
talvarado@grupotaca.com
+1 - 503 - 279 4345
Icastaneda@grupotaca.com



COMPANY
TAROM (Romanian Air

Transport)

Thai Airways
International Ltd.

VARIG S.A. (Viacao Aerea

Rio-Grandense)

REPRESENTATIVE TELEX FAX/E-MAIL ADDRESS

M. VASILEVSKI BUHQTRO  +40-1-2014771

R. TUTUNEA BUHQTRO +40-1-2014771

S. PIPATCHAIPOOM BKKQTTG +662 - 545 3870
seree.p@thaiairways.co.th

R. BERTOLOSSI RIOQTRG + 55 —-21 —814 5667
robson.bertolossi@varig.com.br

J.L NACIF RIOQTRG +55 - 21 - 814 5667

ATTENDING UNDER ADDENDUM NO. 3 TO THE PROVISIONS:

COMPANY

British Midland Airways
Ltd.

Meridiana S.p.A.

OBSERVERS

COMPANY

ICAO

jose.gomes@varig.com.br

REPRESENTATIVE TELEX FAX/E-MAIL ADDRESS

A. BOWLEY EMASABD  +44-1332 - 85 4167
andrew.bowley@
britishmidland.com

C. OHLY OLBQTIG +39 - 789 - 52988

christoph.ohly@meridiana.it

REPRESENTATIVE TELEX FAX/E-MAIL ADDRESS

Y.Z. WANG YULATYA +1-514-9546744

IATA SECRETARIAT (FAX NO. +41 22 799 2684)

NAME

P.F. MURPHY

R. GILL

L. BOLINGBROKE
K. FORRESTER
V. HARVEY

M. STAATS

W. HINES
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TITLE

Director, Tariff Services
Assistant Director, Industry Tariff Affairs
Assistant Director, Tariff Services
Manager, Industry Tariff Affairs
Manager, Industry Tariff Affairs
Manager, Industry Tariff Affairs
Manager, Tariff Conference Services

ywang@icao.int

TELEX INTERNET
GVATGXB  murphyp@iata.org
GVATVXB (illr@iata.org
GVAQTXB  bolingbrol@iata.org
GVATVXB forresterk@iata.org
GVATVXB harveyv@iata.org
GVATVXB staatsm@iata.org
GVAQTXB hinesw@iata.org



