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Trust Fund retained for the good of airlines and agents
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he relationship between airlines and agents should,
T ideally, be one of symbiosis, which means that they
rely on each other in order to attain mutual benefits. That
was precisely the rationale behind the negotiations held in 1995
and 1996 between the TIC and the airlines for a solution to
reduce the financial risks borne by the latter, which had suf-
fered a total loss of about HK$26 million from 1993 to 1995 as
a result of default by travel agents.

Beginning

After several rounds of negotiation, the TIC and the air-
lines finally agreed to set up a trust fund, which was to be known
as the Industry Trust Fund (ITF), to protect the airlines on the
basis of a mutual understanding between both parties that whereas
the agents agreed to pool their money into the fund to com-
pensate airlines for agent defaults, the airlines would refrain
from demanding blanket bank guarantees from agents.

Based on such an understanding, the ITF was estab-
lished in January 1997, with its terms and conditions
stipulating that agents would contribute a flat fee of HK$3
to the ITF for each ticket issued. When its reserves exceeded
HKS10 million, the money accrued by individual agents would
be reimbursed to them according to their respective propor-
tions of contributions. If agents default on payments, the
airlines would receive 30% of their irrecoverable losses
from the ITF as compensation and in return, they would
not ask for blanket bank guarantees.

Argument

In the first few years of its operation, the ITF appeared to
have been able to serve its initial purpose of fostering the sym-
biotic relationship between airlines and agents. Then the rela-
tionship began to turn sour. On the one hand, some agents
queried why they had to use their own money to com-
pensate airlines for their fellow agents, and therefore
insisted that the airlines should take legal action against
individual directors of the default agent until they were
forced into personal bankruptcy. On the other hand, some
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airlines were dissatisfied that the cover provided by the
ITF was insufficient and that the time needed to claim
compensation from it was too long.

After repeated discussions, the TIC Ticketing Committee
unanimously proposed at a meeting held on 3 July 2003 to
dissolve the ITF. Since such a proposal would have far-reach-
ing implications for the long-term relationship between airlines
and agents, the TIC decided to solicit the views of all IATA Ac-
credited Agents by inviting them to an IATA Agents Meeting
held on 8 September 2003. A total of 69 IATA Accredited
Agents attended the meeting, during which the motion
to retain the ITF and to authorise the agent representa-
tives to the Executive Council (EC) to negotiate a new
set of terms and conditions for the ITF was carried.

Reconciliation

Since then, the nine EC agent representatives appointed
by the TIC were engaged in revising the terms and conditions
of the ITF and in negotiating with the airlines. After about two
years' efforts and with a great deal of input from both the agents
and airlines, a set of terms and conditions acceptable to both
sides was finally completed. And at the EC meeting held on
19 July 2005, the revised terms and conditions of the
ITF were officially adopted.

Put simply, the ITF will be run in a similar fashion
as before, namely that agents are still required to contribute
HKS3 to the ITF for each ticket issued and that airlines are
entitled to claim 30% of their irrecoverable losses from the ITF
in return for relinquishing the right to demand blanket bank
guarantees from agents. There is one major difference: airlines
may request IATA to instruct its solicitors to send a let-
ter to the directors of the default agent, which means
that legal action is not compulsory.

In recent years, the once cosy relationship between air-
lines and agents has begun to show signs of deterioration. It is
hoped that the new set of terms and conditions of the ITF
adopted by both sides will become the foundation of a better
relationship for the future. g
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