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Dear Ms Arnaud

IATA — Passenger Agency Programme — Application for Extension of Authorisation for
Frozen Resolutions (Applications A91020-A91022)

I refer to your telephone conversation with fain Sandford on 13 December 2006 and to the email
exchange with Ilona Balint of your office, also on that day. We are instructed to respond as
follows.

Resolution 800f

As you correctly state, changes to Resolution 800f do not currently apply in Australia. This is
because Resolution 800f is expressed as being "subject to any local conditions that may apply".
Local conditions relevant to the matters covered by Resolution 800f Australia are established in
Resolution 816.

The relevance of Resolution 800f for Applications A91020-A91022 arises largely for historical
reasons. This resolution was highlighted by IATA as a Resolution appropriate for inclusion in
the list of Frozen Resolutions when adopted in 2003, and was authorised by the ACCC together
with other minor variations to Authorisation A90791 on 20 October 2004.

As IATA has sought, in Applications A91020-A91022, to extend authorisation with respect to all
of the resolutions categorised as Frozen Resolutions currently in effect, the application has been
expressed as covering Resolution 800f.

Resolution 820d

The process leading to the creation of a panel of substitute Travel Agency Commissioners
('TACs') is advanced, and discussion is taking place amongst the various industry stakeholders
(including representatives of airlines and accredited travel agents) regarding suitable
appointments to this list. That said, it is unlikely that a panel of substitute T
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established by 1 January 2007. Accordingly, until such time as a panel of substitute TACs is
established, it is expected that matters involving a recusal by a TAC will be heard by a TAC
appointed for another IATA Conference area.

We note that, consistent with this expectation, a matter raised recently with the TAC for Area 1
has been referred to Mr. Steve Lonergan as TAC for Area 3.

Resolution 850p and related Financial Criteria

As outlined in our letter of 22 November 2006, the Financial Criteria to be adopted under
Resolution 850p are at an advanced stage of development. The intention is to share an advance
copy of these with the ACCC as soon as the necessary internal discussions regarding their
content have been concluded. As it stands, these Criteria are unlikely to come into effect on the
same date as the changes to Resolution 850p itself (namely, 1 January 2007), because IATA
intends to undertake an appropriate level of consultation regarding these criteria with TATA
Members as well as with representatives of accredited travel agents. During the period until
these new Criteria are adopted, there will in practice be no change to the pre-existing framework
relating approval of financial securities. Existing approvals of providers and products will
continue on the same terms they enjoy now.

Once the new Criteria are adopted, IATA anticipates little impact in practice upon the options
available to agents. As to the short term implications of these developments, there are currently
two approved providers of financial security products in Australia, other than authorised
Australian banks. Entry into effect of the new Criteria will not affect approvals given under the
pre-existing regime, unless matters arise in the context of a periodic review. As they currently
stand, the draft Criteria contemplate annual review of provider and product approvals, or more
frequent review in the event that a material change in circumstances comes to the attention of
IATA Risk Management and Insurance, for example a drop in a relevant credit rating below the
acceptable threshold.

IATA hopes, going forward, that the process of periodic review of providers and products will
have a minimal impact. Approval of providers and products will continue during the period a
review is pending. Unless some material change in circumstances (such as a drop in a provider's
credit rating below the acceptable threshold) is identified, no change is likely. Even in such
circumstances, it is envisaged that providers will have an appropriate period of time to take
remedial action (such as to arrange reinsurance) before approval is withdrawn.

Nonetheless, whilst IATA's intention is to ensure that the process of review interferes as little as
possible with "business as usual" for agents and Providers, it needs to be borne in mind that
IATA's oversight of financial security providers and their products flows from the fact that IATA
member airlines advance substantial credit to accredited agents. Prudence requires that IATA
consider any changes in the form of financial security products or in the financial standing of
providers that may make it difficult to enforce financial securities in the event an agent defaults
on its credit obligations.

It is impossible to say, therefore, that developments – such as a change in the financial standing
of a provider – will never impact on the financial security options available to agents in Australia
at a particular time. Nonetheless, the process being undertaken by IATA with respect to the
development of suitable Financial Criteria is intended to ensure that such impacts only arise in



Tr sell	 -

Australian Competition and Consumer Commission
21 December 2006	 3

compelling circumstances, following careful consideration by relevant IATA authorities, and
following a process in which providers are given an opportunity to take remedial action before
an existing approval is withdrawn.

Yours faithfully
MINTER EL ISON

Partner

Contact:	 lain Sandford Direct phone: +61 2 6225 3014 Direct fax: +61 2 6225 +61 (0)2 6225 1014
Email:	 iain.sandford@minterellison.com
Partner responsible: Russell Miller
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