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SOCIETY OF 1ATA PASSENGER AGENTS LID.

; = tre; $5-Queens Roud C—Gentul-tlong-Kong.
Tel: (852) 2869 RAD1  Fax . (852) 2868 1939  F-muil : olau@pacific.net.hk

Room 1203, Fu Fai Commercial Centre, 27 Hillier Street, Sheung Wan, Hong Keng.

26 March, 2010

Chairman and Members,

Legislative Council Panel on Economic Development,
The Legislative Council,

Legislative Council Building,

8 Jackson Road, Central,

Hong Kong.

Re : Reduction in Commission for Travel Agents by Airlines

We are enclosing the Society of IATA Passenger Agents' Lid. (SIPA's) relevant correspondences
with Air France and KLM as well as the decision of the Ilon. High Court of Kerala, India between
the IATA Agents Association of India (IAAL) and 16 Major Airlines for your perusal.

As Air France and KLM will reduce their commission to zero effective 16 April 2010 it clearly
breaches the [ATA Passenger Sales Agency Agreement Clause 9 under "Remuneration” quote "For
the sale of air transportation and ancillary services by the agent under the agreement, the Carrier
shall remunerate the agent in a manncr and amount as may be stated from time to time and
communicated to the agent by the Carrier. Such remuneration shall constitute full compensation for
the services rendered to the Carrier."

Il Air France and KLM have received the Apporval from Civil Aviation Department (CAD) to
implement Zero Commission under what criteria was the approval given, especially without any
consultation.

According to Hongkong Civil Aviation Department - Operating Permit — Clause 3(¢) quote "The
commissions to be paid by the carrier to any agent in respect of tickets sold or air waybills
completed by that agent for carriaie between that country and Hongkong on any service operated
under this permit shall be such ccmmissions which have been approved by the DCA and the
acronautical authorities of that country."

The fact that "Commission" (withou: qualification or modification) is expressly included 1n the Air
Service Agrezment as being a matter requiring approval, suggests that provisicn of agency
commissions is an inplicit part of any fare submitted to CAD for approval.

If this is not so, then the inclusion of the word "commission” makes no sense and is misleading to
those members of the travel industy who believed they could look to CAD for some protection
when airlire fares are approved for offer in the market place.

Surely the vhole approval process was put in place to ensure orderly marketing and to give some
torm of safeguard to ALL the partiés concerned. These parties include travel agents. through the
requirement for CAD to approve zetnmissions.
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Since the IATA Resolutions in Hongkong and India are similar except with different ngmerica_ls, thc
words "Transaction Fee" do not appear in the IATA resolution and if Zero Commission is

implemented consumers have to pay extra money for transaction fee which can be any amount.

The relevant authority should therefore ask Air France and KLM to abide to the stipulated IATA
Rules and abolished the Zero Commission as well as monitor the airlines that deviate from what

was approved.

Yours sincerely,

<
\ . \3 ’B\QA%&.\&Q____\‘
FRANCIS BAGAMAN

CHAIRMAN

SOCIETY OF IATA PASSENGER AGENTS LTD.

¢.c. Mr. Paul Tse
Mr. Michael Wu
All STPA Members
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Round one to
Indian agents

DGCA ruling nixes zero com push in india

/

By Anand and Madhura Ratti
MUMBAT Lidias Ihirectar Cen-
eral of Civil Avialion (HGEA)
hak ruled e Gwonrr of el
agente i dhe hngs raning batle
Lotweeen the speney mm:numry
and 16 rlines pushing for vero
LemtEEson in the country.

T an onder released on Manh

b2 theougly the Thigh Cotrrt of

the DGCA niled that
GOV COMMISSIN was
bwtid ander dndian and Inier-
national e Transport Assenoae
Lo (TATAT tabes, ouled wit e
epoaced by bransaetion Fees, and
bad to beam integral part ol ar-
Loes s,

Fhe BGEN hay asked the 16
atHies to reply e Mard 18 and
contaet s oftiae if ey needed
chantficition. [ howeser refriined
Tran specly g comttission ey
ele waving b would leaee this 1o
aihunes il pents o determine,

Phe robing came in FORPOMIAE H
avonterpt ol court qase filod an
Febirary 13 by the TATA Agents
Agseiition ol Tneia (JAAL whien
the Juty 13, 2009 verdicr of the

Nerala,
travel

Kerala High Caurr was nai im-
plemented within the sripulaied
four-imanth deadling, The canrt
had iasteucted the DGCA to rule
o1t the marier.

TAA] president Diji Capen said;
“We thank DGOA for setting an
exsmple and pasang the orderap
the legality of commissions for
travel agents, We're glad our com-
miggions will be restored.”

The battle for commissions
has Been caging tince 2008 when
16 aucdines moved 10 zero. Air (n-
dH, Jet Ainwave and Kinglisher
Adrtines reverted to thres porcet
vompssion after a Docember
2008 agent boycou,

Singapore Aiflines (SIA) and
SitkAir have however been boy-
contedl sinee December 27, 2008
Cicat tnclia Tour Company chair
man kM Naeeh said: "My com-
pany has st Caround) USEE nid
licn Ty not selling S1A/Silk A

India Associarion of Tour Op-
crators president Vijuy Thakar
sandt “Through this historic ender.
the DGCA ensures thar even the
smallesr agent Gt also survive.”
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Pick of the biggest news
from |ast week's bulletin

March 9 + Hong Kong
agents defeated in

zero com battle tiong
Kong agents have lost a tieree
battle to keep A France a wd
KIM lromiriplementing

7210 cOMPILIN on April |
Tie airlines' spokesperzen

said their application for zera
enntpission had heen upproved
by the povernment. The airlines
willlower therr published Grer
Lo ive (rae] agents o angin
to work oud ther pwn fe
sIretlive

March 10 - Indonesia
offers grace period on
VOA switch indonesan
resart destinations Hatam,
tintan and Karimun have been
given a three-month transinon
period to wean off the single
Visa on Armivad (VOA) fauility.
The grace period would allow
tour tpesilurs hubdiog conirads
with overseas partncrs with the
seven-dav visa to adiust 1o the
change. The LSS0 soven-dav
VOA wasg remaved in Linaary,
forcing shart stay visiior 1a
avall af the USS25 20 (v VOA

Minimal

8y Sirima Eantake
BANGKOK Tourism stakehokl.
ers believe the smpact of the Lt
et round of political proteds
that il on March 12 would
Be  hart-hved, provided  the
Jdensnaations, wligh were stit]
Ay pross time, wanld end
puickly and without violence,
Reginmal markels were far
quicker W reae? to the situution
than longhaul anes. Tour opera-
e specialising T the L ropenn,
Sonndinaviae ol Australian

26-MAR-2018 12:59

capancy  al
Bangkek. ho-
tele stenmed
mainly  ltom
Astan nare
kets, especial-
ly China and

Japan,
Jumpol: tours THA pruos
still running ident  Prakir

Chinamour

priong said hotels in other hai
duestinations. parmul'urkyi’hulm
comtinued to enjov heahthy oceu-

tact, Prakit adided.

Assowiation of . Thal lravel
Agents (ATTAFsecrelany -goeperat
fnnpel Chadavadh said arrvals
al AITAs Suvarmabhumi Ad
port counter had dropped but
thix war expueted. given the cur
rent puiitical tensian, Avrivals an
March 14 weee 2 (housand fewer
than the counter's regalir ddaily
1ally of ROU0 viritons

lompol  added  that ATTA
members would  continue
operate city tours 1o thre fuy

by either road or river, These ar-

e ot <lose ta the protesr gites

ot Ratchadamnoen Nok and
Natchadamaen Klang  reads.
which ceomaitved closed to traffic
at press lime,

Jumpal id aldwwgh the
nuniber of tourists taking the
wurs had fallen from its usual
A,000 2 day to around 4,000 on
March 14 and 13, the tours op-
erated withi glitcher.

“This shows that Thailand is
a demenratic country. While a

A, . :

g3%

tourism fallout from Thai protests

kok city tours on Mardh 15 and
16 W gpare tourigts from being
ensanred i mumave 1o ans,
acconding to managicp director
Christoph Mueller

“But sa far, tthure have been)
no canccllations. We huve just
been receiving several requests
(for updates) on the utuation,”
it Mueller.

Vichit Prakobgosol. presidem
of the Thai-t hinese Towrism Al
liance Assaciation, said ookings
for the Ching group series sched-
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B AIRFRANCE # 7 #iLM 7

15™ March, 2010

Dear Trade Partner,

Revised date for AFKL GDS fare upload & implementation of 0%
Commission

Due to technical reasons, the new GDS fares can only be uploaded on 1%
April, As a result, a decision is made to implement the zero percent
commission on 16% April instead of 1% April so that the trade will have
sufficient time to work out its fee policy.

Thank you for your kind attention.

Air France KLM
Hong Kong Macau

26-MAR-2818@ 13:98 92% P.&5
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SOCIETY OF IATA PASSENGER AGENTS LTD.

e = - —Eemral, Hong Kong,

Tel : (R52) 280y Rahi Vi (RS 2R6GH 1939 anad! ;) olautpeeilic.net, bk
RM *701. 12/FL. FU FAl COMMERCIAL CENTRE,
% 2% HILLIER STREET,
$AFYNG WAN, HONG KONG.

28 September 2009

Ms. Florence Calla, .
Regional Manager, Hongkong & Macau,

Air France & KILM,

Room 801-3 Vicwood Plaza,

199 Des Voeux Road C.,

Hong Kong.

Dear Florence,
Re : Zero Commission Policy on Air France and KI.M

Your progressive reduction of agency commission to Zcro contravenes what has been stipulated in
the IATA Passenger Sales Agency Agreement if you are a BSI* Member.

Clause 9 of the IATA Passenger Salcs Agency Agrecment under "Remuneration” quote "For the sale
of air transportation and ancillary services by the agent under the agreement, the Carrier shall
remunerate the agent in 2 manner and amount as may be staled from time to time and communicated
to the agent by the Carrier. Such remuneration shall constitute full compensation for the services
rendered to the Carrier.

If IATA Interline and multilateral service charges of 9% are still being paid to the issuing carrier
and if service charges or commissions for all services provided by Consolidators, Credit Card
Companies, GDS and IATA Clearing House are being paid, how can you expect ordinary Travel
Agents to work for love! .

Furthermore, in the IATA Resolutions new or old the words "Transaction Fee" do not appear in any
Clause.

It is difficult to condone when service charge on Airport Tax paid by the Governments are being
retained by your carriers which rightfully belong to the travel agents that perform the transactions!

26-MAR-2018 13:81
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1 sincerely hape you will seriously consider rescinding your announcements, otherwise you leave the
travel agents no alternative but 10 take more drastic action.

Yours sincerely,

;' 3( 3 \

FRANCIS BAGAMAN Q\
CHAIRMAN

SOCIETY OF IATA PASSENGLR AGENTS L'TD.

c.c. MR. PAUL TSE
MR. JOSEPH TUNG - TIC
ALL SIPA MEMBERS

26-MAR-2818  13:61 92K F.a7
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31 August, 2009

BSP, GDS and All Travel Agents Concerned:

Dear Business Partners,

Please be informed that effective 1* October 2009 Air France and KLM Royal Dutch Airlines will
revise the standard agency commission from the current §% to 3% for departure out of Hong Kong.
This new remuneration policy is applicable to tickets issued in Hong Kong and Macau at all
published fares on dispiay in the GDS and plated on Air France (057) or KLM (074) documents.

Reminder for SOTO tickats:
Please bz reminded that since 1* January 2009, zero commission has been introduced for SOTO
tickets with departure from outside Graater China.

However, SkyTeam Euro Pass and SOTO tickets issued within the Greater China region and for
departura from the Greater China region, including Mainland Chins, Hong Kong, Taiwan and
Macao, wiill cemain subject to the new remumeration policy aforementioned.

We would like to extend our sincere gratitude for your kind understanding and cortinued patronage.

Air France KLM
Hong Kong and Macau

26-MRAR-2818 13:82 93% P.as
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SOCIETY OF IATA PASSENGER AGENTS LTD.

1805, Bonharn Trade Centre, 50 Bonham Strand East, Sheung Wan. Hong Kong.
Tel : (852) 2869 S600  Fax ; (852) 2869 8386  E-mail : adminassoc @ctimail3.com

17 September 2008

M:s. Florence Calla,

Regional Manager, Hongkong & Macau,
Air France & KLM,

Room B801-3 Vicwood Plaza,

199 Des Voeux Road C.,

Hong Kong.

Dear Florence,
Re : Reduction of Agency Commission from 7% to 5%

I have received with much regret your two circulars from Air France and KLM dated 16 September
2008 regarding the reduction of commissions.

As you have already decided on the reduction why bother to ask Mr. Paul Tse and the undersigned's
views during yesterday's breakfast meeting!

If Air France and KLM want the good will and support of the members of the Society of IATA
Passenger Agents (SIPA) in future business dealings, they certainly have strange ways of showing
them!

SIPA fails to find any logic in the whole vexatious episodc. Are Air France and KLM really reducing
their costs (the original justifications for the cuts?) It seems barely credible that worthwhile savings can
be achieved, while instead, Air France and KLM have reaped a harvest of industry hostilities and
distrusts.

[ need hardly add that SIPA's members are extremely angry and disillusioned, seeing Air France and
KLM's unfriendly moves as kicks to their trade partners at a time when they are fighting on all sides
against threats to their survival,

As Hongkong business is done under Hongkong Laws, SIPA would ask if Air France and KILM actions
conform in all respects to local regulations.

26-MAR-2018  13:@82 527 P.as
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1 look forward to your rescinding your circulars, otherwise you leave SIPA members no alternative but
to take the necessary and appropriate actions.

Yours sincerely,

: ,3@; Quue

FRANCIS MAN
CHAIRMA
SOCIETY OF IATA'PASSENGER AGENTS LTD.

¢.c. Mr. Paul Tse
Mr. Stephen Kwok, Acting Assistant Director-General (Air Services)
Mr. Ronnie Ho, Chairman, Travel Industry Council of Hongkong
Chairman, Hongkong Association of Travel Agents
Chairman, The Federation of Hongkong Chinese Travel Agents Ltd.
Chairman, Hongkong Association of China Travel Organizers Ltd.
Chairman, Hongkong Japanese Tour Operators Association Ltd.
Chairman, International Chinese Tourist Association I td.
Chairman, Hongkong Outbound Tour Operators & Association Ltd.

Chairman, Hongkong Taiwan Tourist Operators Association Ltd.
All SIPA Members

26-MAR-2818 13:83 92% P.18
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Hong Kong, 16 September 2008

All Travel Agents Concemed

Dear AF Partners,

Over the last few years major changes have taken place in the travel business environment.

Due 1o soaring costs in the airline industry, worsened by high oil price level, we are obliged to review
our cost structure in all aspects in order to maintain and to develop our operations 10 and from Hong
Kong.

Effective 1% October 2008 Air France will align with China on its agent commission level policy from
7% t0 5%. The new remuneration will be applicable for all tickets issued in HKG & Macau on AF (057)
documents for all published fares, c.g. IATA fares as well as carrier-coded fares displayed in GDS.

We would like to extend our sincere gratitude to your dedication and hard work on promoting Air

France in Hong Kong and we look forward to work together with you to ensure a smooth transition for
this inevitable change and to continue our fine and constructive cooperation.

Yours sincerely,

Air France
Hong Kong and Macau

26-MAR-2010 13:83 92% P.11
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Hong Kong, 16 September 2008

All Travel Aqents Concerned

Dear KLM Parmers,

Over the last few years major changes have taken place in the travel business environment.

Due to soaring costs in the airline industry, worsened by high oil price level, we are obliged to review
our cost structure in all aspects in order to maintain and to develop our operations to and from Hong
Kong.

Effective 1" October 2008 KLM Royal Dutch Airlines will align with China on its agent commission
level policy from 7% to 5%. The new remuneration will be applicable for all tickets issued in HKG &
Macau on KLM (074) documents for all published fares, e.p. IATA fares as well as carrier-coded fares
displayed in GDS.

We would like to extend our sincere gratitude to your dedication and hard work on promoting KLM in
Hong Kong and we look forward to work together with you to ensure a smooth transition for this
inevitable change and to continue our fine and constructive cooperation.

Yours sincerely,

KLM Royal Dutch Airlines
Hong Kong and Macau

26-MAR-2018 13:@4 2% P.12
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i IATA AGENTS ASSOCIATION OF INDIA

Central Secretariat
36/6800, C-3. 5th fisor, Vallamattam Fsiate. Ravipuram, Cochin-682 015
i Tel : 0484 3117789/ 4022205 emall - presidentfiiazl in. ceo@iaaiin, hda@iaai.in | www
|

(20100311)

.......

TAAL233-10/BE/COMM
1Tth March. 2010
FLASH NEWS FLASU NEWS FLASH NEWS

IAAL REGAINS COMMISSION FOR JATA AGENTS

Tor AILIATA Agents
Dear Al

Praise be 10 all our Gaods!

We have an immense feeling of pride. satisfaction, achicvement and pleasure in informing
you that the DGCA has confirmed by an Order that Airlings operating in {ndia HAVE to |
Commission to [ATA Accredited Travel Agents.

W PROMISED YOU COMMISSION !
A detailed mail will follow.

With regards
for IAAT National Board

Byi Lapen
President

|
x|

Associalion by 1he agénts for the agents

Information from ESET NOD32 Antivirus, version of virus signature datahasc 4937

26-MAR-2018 13:04 3%
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amerloyd @ pacific.net.bk

PRESS RELEASE

By

FAAL S 1ATA AGENTS ASSOCIATION OF INDIA, COCHIN
Sub: Commission regained

Three cheers to the Hon, Migh Conrt of Kerala !
Three cheers to the DGCA!

TAAT hay won a historic win agiunst 16 BIG foreren nrhines (Sipapore: Shnes, Toli
Hansa, Briush Arrways cte) that refused Tawlul commussion to Travel Apente DGCA hag
issued order stating that Travel Agents” commission:

» Iz Lawful as per Indran and Internatonal (TAT A} rules
»  Cannot be replaced by Transaction Fee
> as o be integral part of Airdines” Tl

The maling of DGCA followed o Conterpt of Court case Liled be TAAT before the Hon HO ol
Kerala on 15 Feb 20140, The HO directed DGOA te look into the fegalitios of the issue and
pass appropriate order implementing National Taw,

Earlier on 13 Jul 2009 the HCO had assued o verdict npon awat pelition filed by TAAL
confirrning the fegitimacy of Commission. All except 1o major foreipn Airlines followed 1HC
ruling. It was this anomaly that TAAT challenged.

Travel Agency commission @ 9% was i force throughout the world which was reduced i
2005 to 5% on mutual agreement in India. Later in 2008, commission was reduced to zero
and instead airlines suggested that Travel Agents colleet an extra “Transaction Fee™ from
passengers.

TAAT realized that “zero commission’ was:

o eyl

e Would make Travel costly for Indian passengers
e Sabotage Travel Agents’ Community

¢  Did not suit Indian climate

Consequently TAAT led a nation-wide agitation against erring foreign airlines which was duly
supported by political parties, national leaders such as Prol. KV Thomas. Ramesh
Chennithala, Dr. Sebastian Paul, Prakash Karat suppoiting the move. Brinda Karat raised the
question in the Parliament and Civil Aviation Minister Praful Patel amended the Awrcraft

Rules accordingly. National Carricrs immediately re-instated 3% commission,

Yet, 16 major Foreign Airlines stood unchallenged.

2010/3713
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The stand off has finally been scttled with the intervention of Hon HC of Kerala instructing
DGCA 1o enforce our law and DGCA releasing directives accordingly yesterday, copy attached.

For IAAI Director Board
Biji Eapen
National President, JAA]

___ Information from ESET NOD32 Antivirus, version of virus signature database 4940
(20100312)

The message was checked by ESET NOD32 Antivirus.

hitp /iwww eset com

2010/3/13
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No.6/10372010-IR

Dated the 11™ March, 2010

To

Shri T.P.M. ibrahim Kha n,
Aesiztnnt Solicitor Gonaral of Indla,
Emakulam D:sit,

Koch!, Keraia Stat.

Subjact:- Conternpt Case [Civil) No 160 of 2010 flleg by By Capen and another, -
alieging disobedience of the order dated 13.7.2009 of the Hon'ble High.
Courtin W.P (C ) No. 16551 of 2009

8,

I'am drecled to rcter to your letter datod 15 Fobruary, 2010 on the gbove
tubject and 10 say that the Clroctor Ganermnl of Civl Aviation has complied with the
dircction of the Honble High Cowt of Korala by passing an  Order dated #* Mareh,
2010. A copy of tha Order is snclosed ‘

2 You are requested to file the compliance racort with the Hon'ble Migh Court.
Yours faithfuty,

(Hzfikumr)

Dy. Dlromr(Roguhﬁons&lnfbmﬂoh) .o

For Director General of Civll Avigtion
Lnd- As above,

Copy to: ATA Agents Assoclation of India, (lAAY), Represented - by Its
President, Mr. B{JI Expsn, Clo. Speedwings Travet & Cargo {P) L.,
Sroaksndath Road, Ravipuram, Cochin - 682018,

S2%
26-MAR-2818 13:85
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MNo. AV. 2601272/2008-TE
Governmant of India
Office of the Director Genevral of Civit Aviation
Tochnical Centre, Opp. Safdsrjung Airport
New Delhl - 110 003

.......

Datod the 8™ March, 2010

ORDER OF DIRECTOR GENFERAL OF CIVIL AVIATION PURSUANT
TO ORDER OF THE KFRAIA HIGH COURT IN

WRIC ) 16551 of 2009 L)

1. AWl Pelton No. 16551 of 2009 was ftied by the IATA Agents Association of
india (1AAI) in the Hon'ble High Court of Kerala challanging tha 2ero commission policy
adopled by some internaliona! airfines in India 1t was contended by the Petitioners that
as per (ula 135 (2) of tha Alreroft Rules 1037, an mitline hes to fix tha tarifT In
zecordanco with the ukas and while fidap the tadfl, the commission payabie 10 the
rave! agonts ghould alsa bo 1aken into account and the p-ce roflacted in the tickat. If
vas further conlanded that baning some akdiney, who had adopted @ zero commission
policy. the rule was bolng compliod wit: by all ailings. The wiil vetiton was direcled
egalnst the airines that were not follomng this ru'a. it was gise siated by the peliionars
in the writ petition that thoy hau taken up tha mafisr with the Govornmaen! of India by
way of ropreseniations (copies of which were atlached with the petition as exhibits #3
and P4). in ns judgmant dated 13™ July 20089, the Hon'bia High Court of Kerain diracted
tho DGCA to ook Into Ue represantalions contained In exhibits P3 and P4 and teke 8
decision in accordance with law.

2. In order (o givo a fair oppodunlty to both the partios before deciding the case;
hearing wes held in DGCA on 07/09/08 st which tho ropresemtatives of tho altines
following zero commission polcy. s well as those belonging 10 (ATA Agents
Aasociations, were invited. Views of both s'des were heard at langth,

3. The main thrust of the argumerts taken by tha roprasantatives of the alfines
trough houring and thair various lotters to DGCA is that tha IATA Resolutions 8101 (10)
ond 824 (8) give complate flexibilty o Lhe emmes fo fix any rete of comminsion and that
thay could fix even zoro percent as the rute of commission as long as lthey
caommunicated tha came o tho agants well In time Thay afso contend Uiat this mattel’
primanly {all under the rcalm of commercia!l dealings and they had ful freedom (o

decide how they wanted to ¢o their businoss. They aleo arguod that the times have . -

changad and the world was moving towards net fare (transaction fee) fiodel and it
would be advisable for india 1o follow suil They furlher stated that the "net fare meder
has been In place in India for tast 10 months and has baen cperating smoothly, as_per
their knowdadge, without causing any problems to the egents. Ona alrine represeriative
opined that the net fare model was banaficia! fur the agents as thay could charge’ from
the customer ary amount of thelr choles as ransaction fee. The airline representatives
accepted thal they were still paying commissions in many countries, but insofar as ind:a
s concemed, they maintained that tho transaction fee model was more suted for a

3% P.17
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merkot of the eize oblaining in India. As regards the legal provisions contained in the

Aircraft Rules, 1637, the contention of the aifines is that the fares are deraguiated in
India and the princpal objective of rula 135 is (o bring transparency in display of fsres.
According lo them, the definttion of “tar™ provided in dause 54 A of rule 3 I8 merely a
definlion stating that tariff indudes the commission, but tha same cannct be construed
as a mandate for payment of comenission. One airime representative argued that DGCA
should nct imervena in ths matter ax the asticle on tarifts n the blaters! agrecment
between India and the concemed country has eliminated the requirement of tari Ming
and approval. The same Teprosentative also referred to Paragraph 10.4.1 of |IATA
Resolution 810i and argued that shce this Para staris with the words “Whare
commisslon is payabie to an agent”, I means that the ailinas do have Ure option of not
paying any commission. Finglly, some girinc ropreseniatives atso opined thal the
introduction of the zero conmission did not meen that they had climinated commissions
totally, as they were stii paying commissions on the basis of productivity and that thay
boBavod that this was the nght way to induce the agents ta work hard end show higher
degroe of professionalism. It was alvo statod by some aidines that the akines industry
was facing fmancial probloms due to the aconomic downturm and the zero commission
system was serving them wall in the tumont sconatio

4. Tha main contanizn of the IATA Travel Agants, es containad in the exhible P3
ant "4 annexed to the wiil potition end alxa I the hearing heid on 07/09/00, a that
commission is the legiimato dght of the travel agents under IATA Resolutions 810 {10)
and B24(8), which cleary provide for payment of commission/ remuneration to agents
for sale of the Lokots on dehalf of the pranzirae (IATA member alrfines). It & only tha
rale of commission tha! is le® 1o be decided by the airine concemed depending upon
commatcial considerations. According to thom, R Is wrong on (he part of tha alrfnes to
raduce the commission to 2ero and force them to recovor 8 charge from 1he paseshger
in the form of a transaction fee, as the agency agreement is betwsen tha agent and tho

girino and the pacsenger 15 not a party to & They a'so contend that basiies.tho .-

gforesald IATA Rosolutions, tha paymen of commission to the agents by airiines is alsd
a sinhdory roquiroment in India g the samo is provided in the Alrcraft Rules, 1837.

According to them, the definitian of ™ given In clause 54A of rule 3 of the Alrcrafl
Rufes, 1837 makes commission an inlegrat part of the taritf to be fxed by an aidine In

acoordance with rule 135(1) of tha Aireraft Rutes, 1937 Tho Travel Agents Assoctations -

have laid considersble emphasis on the poim that the zero commission policy of the

ailines nat only contravones Ure relavant IATA Resolutions, but alse runs counter to tho |

ptoviglons of the Alrcraft Rules, 1837, and DGCA's mtervention fs cafied for to pul :an
und 10 funher contraventon of tho rules. Thoy also argue that Indin should not be
compared with USA and European countrios a3 the conditions undar which the agants
had lo work In India, particularly in small towns, ware entirely diflerent, and thousands of
smali agents wouk! pensh due 1o the Zero commission dspansation being adoptad by
aldines. They further ciaim that the same sirftnes that aroe stressing on 260 commission

in tndis are paying commimsion in many other countries. They submitted a list of B4

couniries whore commission is stll being paid 0 egents. Further, £ wee atatod by the
reprosantatives of the agents that the ATA Resolutions provided for payment of 0%

commisalan for intarfine sale | e, an eirine seling & seat of anchher alrfine is entifed 10 -

oollect 9% commisslon from that girline and the sirknes are showing no qualms in

collecting this commission from each other. Finally, it was elso painted out by the -

Ageats Associations that thoss airfines wore following double standarde and vitiating the
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5, The matter has been considerad by DGGA in Fight of the provisions of the Alrcraft
Rules 1937 and the relevam tATA Resofutions. Due weightage has been given to the
drguments of both sides s set out in the preceding paragrephe. i may be stated in the
frsl instance that the interventions made on behat! of the aitines during the hearing
held on 07/08/08 gave an indication that ru's 138 of the Alrcralt Rules 1937 e being
Interpretad by the awlines in a porvarse way. It is, therefare, necessary fist to clacly the
import and purpose of tha rule. The comect posiion i thal this rule has two distinct gub-
rules (parts) The first part lays down that the animes shal establish a tasiff and the

the nuta will show that the rule s meant to serve two pupOses, namely, estabkshmaent of -
tarif! and display of tariff 1o ensue tansparency.  Both the purpocos are oqublly
important. The establishment of 8 13l ke 2 ecparato axorclso to ba camied out yndar
sub-rule (1) of rule 135 and whita establishing a tarf? undar that sud-rula, an aidino has

lo bear in mind the dofinition of “art” as fiven in clause 54A of rule 3. On the other
hand, for display and advertsement of the tanfT under sub-rule @) of rule 135, the .
definition of *lardl" hes no role as thie part cnly deals with the display of tho osiablished |
tanifl in a particutar mannar to onguro transparoncy. i other words, the law contained in - ;
tho first part of ruls 135 (read With clauge 5¢a of rule 3} mandatee that at the time of

the same wil naturaly not be mcluded, and the larff so esiablished, witout the
commission, shall ba displayed and advertised in accordance with subruls () -
However, It would ba oversimplfication of the issue ¥ the enquiry were to be Imited o
thal. The enquiry wil remain ircomplete urdess the nex logical question is alvo
examinod, that is, whathor ¥ ks tawfy for tho aklines or the agants to charge from o
CUSEOMSE A “transaction foe’ tha ts nelther established under sub-rufe (1) nor displayed.’ ..
under sub-uls (2). A bit of reflection on the rules wi' lead v 1o the conciusion that the -
answer fo this question is negative. Tho reascns for s nogative anewer are twotol,
Firstly, it hes % be apprecgied m-wmmmmmmmmmh- .
toncemed subject and the pollcy in the c8sa of syb-rute (1) of rule 135 is that an aivling
should establish a tarfl.and that tarlf shousd include the commiasion payable to the

> P.19
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“wvying of transaction fee also contravenes sub-ruls (2) of rule 135. as It ks a charge
over and above the consolidated fare to be dispieyed or advertieod undar that ruls. The
policy behind sub-nde (2) 5 consumer profection and 4 sms at providing complets
trangparency to a passenger regarding the cost of a tickst Therefore, once n
consolidated fare has been displayed o the website or in an gdvortisement in &
nowepaper, levying of any extra chage defeats the very purposa of transparency and
thus cannol be supported In law. In bref, it may be siated that the zero commission
system adopted by some girlines in India and lavying transaction foea In Peu
vomrmission and which does nol have any legal sutharization makes |t contrary 1o law.
In ather words, the “'net fare” or “the transaction fee model Is not sustainable urider the
relevant kaw since charging of transaction fee, which s an integral part of this model,
contravenes the relevant provis:ors of the Aircrafl Rulps, 1937,

7. During hearing, tho Issue of IATA resoistion has been ised by both parties.
Resolution 810t covorng the Agency ptogramme In India and the Resolution 824
deating with the Agency agreements are relevant hero. Saction (10} of Resoiution 8101
provides that comimission or amount of other romuneration paid to Agans shall be as
m3y be authorized from time to time by the carrier provided that the Agent complies with
lhe appiicoble rufes goveming sale of transportaton. There bs s paralle! provision i
Soction (9) of Reko'ution 824, vihith says that lor the sale o alr transport and ancillary
services by the ogent the camior shall remunecats the ggent in & manner and smount as
may be decided by the camior and communicated to the agent. It also says that euch
remunerstion shali constitute full compenaation for the servioes rendered by the agent
When thase two resolutions arc tead logether, i becomaa ciear that undar the IATA
system. sgenis urdertake the aste of ak transportation on behal of lhe camries in
accordancs with the rulos governing gsuch sale snd in beu of tia service rendemsd by .
the agants, tho carriers are required to pay them commission or any other remunoration . -
that will constitute full compensation for tha sendcas rendened by the agants, Whila k is'
true that the amount of commitelon o remunaration payable to the agents has not bben, .-
quantfied in these resolutions and tha akflines are free to decide it from time to Sme.and, -
communicata tho same o the agents. yel the basic principles siand out cloarly, that is-10-
say, the agenis have 1o undertake the sale in accordance with rulas and the aifinas i .
tum have to pay them commission/remunaration and such remuneration shafl constida. ;.
full compensation for the servicos rendeced by the agents. Seen in Lhis light, the stand -
of tho airines that theso IATA Resohtons give them the freedom @ redice the. -
commission to zerc porcant looks unjustifizhble since it that comention is gocepted, the. |
Ggénts would be leff without any componsation for the senvices rendered by them) to e,
airlincs and the ontiro system may cofiapse. The explanation of the aiings to-this;
objection i3 {iat they have grven the agents the froodom to charge ‘transaction foa' from
tha passanger, which consiitutes a good compensation for tham. Rogretiably, this
oxplanation does rot cary weght es the IATA resohtions envieage that the
compensation should fow fram the airfine o the agent and not from the ‘passanger to-
the agenl Even the lalest adition of the IATA Passanger Conforence. Resofutions. .
Handbook (307 June 2009) shows thess resolutions m the same way es befors. it may
aiso be worth aduing here that IATA Resolution 780b provides for payment of 6%
commission for interfine sales (.. tho transporting carrier has to pay to the sofing carmior
8% of the oost of vransportation as tommission, and afl canlers are following this
resolution scrupulously without eny fuss,
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there sppears to be no wnﬁdbﬂmnmmemhbndmabmwmum
agrearent and the national laws of india on the subject

9. The examination of this subjed wil remain Incomplets withoul ghwng due

gong daration 1o the impact of the rero commission system on the consumer interest. It

appears that this syslem is detrmontal 1o the constner interest in more than ona way.

Firslly. sinos \he zero commission wysiem it kadod whh a transaction fes, the

consumer has to pay extra money in the form of trangaction Tee. Secondly, -en
unscrupulous agent can charge an exoraitant gmount &3 transaction fee from the
customor. Thicdly, Lhis sysiem is giving rise tc marke? domnance by some big agents,
who ure paid hefty amounts by the akines n the name of pmductivity. This
phanomanon toa is not In tho (teres! of thwe cansumar as ¥ reducns competiiors among

ager:s. Ovorall, H may be sean that 1o impact of the zoro commission systern does not-
holp consumore. The 2610 commission sysiem coupled with transaction fee (l.e. tho nst"

fare inodal) ta nol 83 per lsw and ks devold of mertt from the consumer potnt of view,

ORDER

Tho IATA Agents Association of India (IAAT) in their application dated 23212009 (Exhbi "
P,) have tequesied lo reinstata 5% commussion on gross fere by laking roreodial

maasures #o that respandents fareign aitines reinsiate Agency Commission. The IAAI

has miso requested to set up e reguiatory Board for sirfine operators in india to ensure’ .
the working of alrines as per IATA resolition and also to mandate aiines ‘o declare

and fils their sifares, taxes, surcharges. commisson ets. lo ensbie DGCA lo monifor
and control the same.

I, Exhibll P tha LAl have stated that alrfines should comply with IATA resolutions.and” -
sialutory provisions. They have requosiad that 14 named airines be required to fix tartff -

as per tha Alreraft Rules and pey commigsions 1o them ss per IATA resolution.

Hon'bte High Court of Kerala, vide their Order dated 13.07.2009 have directad DGCAto |

Iook into Exhibits Ps 8P, and dacide these m accorianas with law. During examination «
of the matter as referred 10 DGCA in Exhibas Py &P, the issue of ransaclon fes has' .
also0 come 1o the kght, which ks being charged by the Agents from the conwumers 4l te’ *

324 P.21
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" behest of the iriines foligwing the Zero Commissian policy of these amines. Rmay be.” .
clearly stated here that the exsting rule 135 of Aircraft Rules, 1937 dows nol prescribe | ©
transaction fee a3 a part of tanfl to ba determined by sifines and also doea nol require
consumers fo pay the transacton foe as a part of alr tanfl. However, DGCA s not’
concemed with the tansachon fee being charged by agenis on account of sarvices
(other than air ticket) if any. being provided by them to thair cusiomers. The praction .
being enforced by the named airfives 5 not in accortance with Aircraft Rules, 1837,

Further, Rule 135(1) requires alirfines to dalsrmme tarf which by defimiton intiudss.
commission. Ruis 135 (2) has been amended recently by the Govemment vide .
Notffication GSR No 254(E) dated 16.04 2009 to require ahfinet to display 8 ‘singls -
consolidated lare” and give its break-up also for consumer's boneft. N is clear that the -
statutory posiion under rule 135 dearly requires gifines ‘o detormine i &
acoordance with law, Including commizsion payabla to agenla. The existing lew siso
requires girines to display total fara & ds components In view of the foregaing,
analysks and legal provisions, the named airfmes are directed to ensure comptiance of- .
existing stalutory provisions regarding delermination of tarifl as per ruls 135(1) amd "
disp:ay of the fare and the components as per rule 135(2) and (2A). C

It may niso be clanfied thst DGCA has alto 5ot up 4 maniteriag mochanism m DGCAts -
engurc compllance of tha provisions of ruls 135 by tho exlines. Howcver, # s mads |
very clear thal as per rulos DGCA can nct lay down quantum of commiasion paysbls by, *
aldince to agents. [l ts entirely up to the anines ko take a decision In {his ragard in R
consuliaton with agents talong in to account various commercial factors such g the -

. -~
markat conditions, the cost of the Agents” estsbishments, ofc & statutory dofintion of - . -

‘tariff. But the commission can not be replaced by transaction fees.

The applioation of LAAT dated 23/2/2008 and 28/05/2008 (P & P.) arc disposed -+« -

off accordingly. :
Addtionalty, DGCA also prescribe tha ebove directhves for its gmlj
applicabilty 1o air transport operators RN
¢ Or, Rasim Zatgl) 57 0%
Director Qeneral of Civll Aviaton . . "
End: List of Aldines B - i
{
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HONG KONG CIVIL AVIATION DEPARTMENT

[
{

OPERATING PERMIT

In pursuance o€ Regulation 20A of the Air Transport (Licensing of Air Services)
Regulations, the Director of Civil Aviation (DCA) hereby grants permission to

- to use aircraft for the carriage in Hong Kong of passengers and cargo (including muil)

g separately or in combination for hire or reward on a scheduled journey on the following

route:

! 11 111 v

POINTS OF INTERMEDIATE
DEPARTURE POINTS IIONGKONG  POINTS BEYOND

POINTSIN - POINTS [N - HONGKONG - GRQUP A
SOUTH-EAST ’
ASIA*

GRQUR B
A POINT IN

* In this context, "SOUTH-EAST ASIA" means .

2. Amendments to the above routc may not be put into effect unti] this permit
has been correspondingly amended. '

3. This permit is granted subject to the following conditions:

(a) ‘ shall operate only those services which are set
out in the schedules approved by the DCA,;

:
26-MAR-2010 13:10 924 P.23
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(L) Metremed shall obtuu prior approval of the DCA belore using any lcased
aircraft on the seivices authorised under this pennit;

(c)  Without the prior approval of the DUA,Tie efigRshall not enter into any
code-sharing aurangement with any airline or airlines on any service

operated o, from or via Hoang Kong including -

0 permitting or tacilitaling any such scrvice to be advertised, markeled,
field out or conducted as o code-shaved service in conjunction with
another aivline; or

if)  permitting auy service operated under this permut to carry the airline

\
€t desighator code of another airling,

(d) For carriage between the ( Nawe of C“"”‘RY ) and Iong
Kong i any scrvice operated under this permit HEW R shall charge only
' those tariffs which have been appraved by the DCA and lhe aeronautical
authoritics of #¢ 0wy g carriage between Hong Koug and a State
other than Tk owntunlygy any scivice operated under this permit THe (06K
shall charge valy those tariffs which have been approved by the DCA and,
where appropriate, the acronautical authorities of the othier State;

(e) The comymissions to be paid by tvter_to any agent in r'cs'pect of tickets
sold or of air waybills completed by that agent for carriage between
B ' TW(D'W.Y and Hong Kong on any scrvice opérated under this permit shall
@ : be such commissions which have been approved by the DCA and the
! aeronautical authorities of iaTtuiey ~ The tommissions to be paid by
‘ THeotoeto any agent in respect of tickets sold or of air waybills completed.
: by that agent. for carriage between Hong Kong and a State other thant
~'(uo,TCouu{n7l on any scrvice operated under this permit shall be such
commissions which have been approved by the DCA and, where

appropriate, the acronautical authorities of the other State;

49 Tariffs and commissions shall be filed with the DCA in such form as the
DCA may specily;

(g) For the purposes of conditions (d), (e) and (f) above, the term "tadiff"
means one or more of the following:

26-1PR-2018 13110 92x% =Y
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i) the fare charged by an airline for the carriage of passengers and their
baggage on schieduled air services and thc charges and conditions
for services ancillary to such carriage; ‘

i)  the rate charged by an 2irline for the carnage of cargo (cxcludmg
mail) on scheduled air services;

ii1) the conditions governing the availability or applicability of any such
fare ot rate including any benefits attaching to it;

and the terin "commission” means the level of remuneration to be paid for
agency scrvices and the conditions on whijch the level depends but
excluding remuncration or conditions for agency services in connection

with the carriage of mail,

The services authorised under this permit shall not be held out or shown in
timetables, Computer Reservation Systemns or any advertisement:

i) in a way which is in any rc.'ipcct‘ tnconsistent with the terms of this
~ permit; or
i) as being a continuation of or as providing a through service with any
other services provided by e (& to or from a point not named in
this permit;

Theteaee shall at all times take adequate and effective precautions in
relation to securily and safety and shall comply without delay with ail’
reasonable directions given by the DCA from time to time in that regard.

This * permit shall come into force on March -1999 and, unless

previously revoked.or suspended, shall remain in force until 30 October 1999.

-

(R 7T Adcock)
for Director of Civil Aviation

Date: March 1999
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