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DECISION 2014 – 06 - 05 
TRAVEL AGENCY COMMISSIONER – AREA 3 

Jo Foged 

685 Remuera Road  

Remuera, Auckland 1050 

New Zealand 

 

 

Applicant: 

M. K. Travels 

241, S. V. Road 

Rambhiya Bhavan, Goregoan West 

Mumbai 400062 

India. 

Represented by Mr. Khaleel Adhikari, Managing Partner 

 

Respondent: 

Agency Administrator, Geneva 

International Air Transport Association, IATA 

Represented by Mr. Rodney D’Cruz, Manager Agency Management Asia/Pacific, 

IATA, Singapore. 

 

 

The Case and Decision: 

 

The Agent's accreditation was terminated on 11 March 2014 for failing to submit a 

financial security by the final deadline date of 28 February 2014. The Agent contacted 

the writer on 1 April 2014 with the explanation that it had completed the registration 

form for participation in the Default Protection Insurance scheme offered by IFFCO 

TOKIO General Insurance Co. of Mumbai and had sent it an undated cheque for INR 

630,000 to the Insurer on 4 November 2013. A cheque for INR 4,739, representing the 

insurance premium, had been given to the IATA Mumbai office on 12 December 2013. 

These actions were taken prior to the closing of the scheme on 31 December 2013. 

Having complied with the insurance scheme participation process the Agent considered 

that it had satisfied the requirements and hence IATA's call for a bank guarantee was 

unjustified. 

The Agent advised that it specialised in Haj and Umrah pilgrimage traffic and that IATA 

accreditation was of great importance in receiving licenses from various authorities. It 

alleged that it knew of an Applicant in similar circumstances to itself that had been 

accredited and it felt discriminated against. The removal of accreditation by IATA 

threatened its commercial survival. 

In its justification for its decision IATA advised that when it uploaded the debit memo for 

the insurance scheme premium the Agent was inactive in BSPlink "for want of any 

transaction over a prolonged period and hence could not be billed the premium."  In that 
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situation the only manner of satisfying the financial security requirement was by way of a 

bank guarantee. The dealing between the Agent and the Insurer were not transparent to 

IATA. Thus the completing of the Registration Form and issuing the security cheque to 

the Insurer were "outside of our processes and not visible to us. The Insurer is merely a 

security provider."  

IATA went on to state the following:- 

 

" The only key control on agents included in the Policy was that of payments received 

through BSP billing from those to whom debit memos were issued.  This Agent was 

never issued a debit memo since he was not active in BSPLink. 

 

He took it upon himself to deposit a cheque (as he now mentions).  Since the instrument 

was not related to any billing it was unbeknownst to us.  We have never asked him to pay 

a cheque and therefore, no payment of premium was made on his behalf to the 

Insurer.  We were not monitoring ad-hoc payments being received in our Hinge 

Account.  In fact these activities and behaviors posed a significant challenge for 

reconciliation.  It took us several weeks to reconcile and identify such ad-hoc 

payments.  Finally, the Agent was never advised or given a confirmation of his inclusion 

in the Insurance policy, so his presumption that he was, after filling up a form and 

depositing an unidentified cheque was unfounded. 

 

He received a Notice of Irregularity for failure to submit a financial security on 01 

January 2014, but he ignored it.  He also ignored the Notice of Termination dated 30 

January 2014.  Until the date when he was terminated, we received no financial 

security.  All we can do is pay back his premium but we really see no grounds for 

reinstatement."  

The request for review has been made within the 30 day time frame provided for in sub 

paragraph 1.2.2.1 of Resolution 820e. IATA has agreed to waive their right to an oral 

hearing however the Agent has insisted on an oral hearing. The writer has advised the 

Agent that the nature of the case does not justify the time and expense of arranging an 

oral hearing in Mumbai. Furthermore, the written information submitted by both Parties 

is sufficient for the writer to reach a decision in a dispassionate manner. The writer has 

alerted the Parties to the revised sub paragraph 2.3 of Resolution 820e, effective from 1 

June 2014, which allows the Commissioner to use his judgment on whether or not an oral 

hearing is necessary. As proscribed by this sub paragraph the writer's intention to use the 

written submissions as the basis for reaching a decision has been notified to the Parties. 

The Agent has responded with the suggestion that as his case was commenced prior to 1 

June 2104 the revised sub paragraph 2.3 cannot be applied. The writer has advised that 

the sub paragraph in question applies to the process of a Commissioner review and hence 

is effective universally from 1 June 2014.    

In examining this case the writer is concerned that this Agent is not fulfilling the 

objective associated with the granting of IATA accreditation, namely the sale of air 

transportation services. However, the agency model represented by this Agent is 

apparently tolerated by IATA in this market and is of some longevity. That situation 
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however has been a crucial element in the events surrounding this case i.e. had the Agent 

been active on BSPlink then the insurance scheme premium would have been settled and 

the termination avoided. There appears to be a BSPlink system feature that removes 

Agents if there is no perceived activity over a particular period of time.  

The fact that the Agent submitted its undated cheque for INR 630,000 to the Insurer and 

then paid the premium to IATA is not in dispute and evidence of those actions has been 

provided to the writer. The submission and payments were made before the scheme 

closed on 31 December 2013. Had IATA been able to identify the Agent's premium 

payment in a timely manner then the termination action would not have occurred. That is 

the flaw in IATA's process which, on this occasion, will weigh in favour of the Agent.  

The writer suggests that the Agent acted stubbornly in not understanding that the 

insurance scheme option had lapsed and in order to preserve its valued IATA 

accreditation it should abandon its insistence that it had complied with IATA's financial 

security requirement and made arrangements to submit a bank guarantee. 

However, the Agent's attitude can be understood to some extent but one would expect 

that a repeat of this situation will not arise and that a lesson has been learnt. 

It should also be recorded that IATA gave the Agent ample notice of  the eventual 

outcome and a different personality would have heeded the advice given. 

The tipping point for this decision falls on IATA's failing in not recognising the Agent's 

premium payment before it was too late and bearing all the foregoing in mind it is hereby 

decided as follows:- 

1. The Agent is hereby granted 30 days to arrange and submit a valid bank guarantee for 

INR 630,000 to IATA. 

2. On receipt of said guarantee by IATA the Agent is to be reinstated. 

3. The Agent is to pay any administrative fees associated with that action. 

 

Decided this 5
th

 day of June 2014 in Auckland 

 

 

 

 

 

Jorgen Foged 

Travel Agency Commissioner Area 3 
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Notes:  

 

 

1. As per Resolution 820e, Section 4, any Party has the right, if it considers itself 

aggrieved by this Decision, to seek review by Arbitration in accordance with the 

provisions of Resolution 824, Section 14. 

 

2. The Parties are advised that effective from 1 June 2012, according to 

Subparagraph 2.10 of Resolution 820e, any of them may request an interpretation 

of this Decision, or for a correction of any error in computation, any clerical or 

typographical error, or any omission in this Decision. Such request must be made 

within 15 days of receipt of the electronic version of this Decision. 


