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Introduction 1

INTRODUCTION

Site and duration of the Conference

1. The Sixth Worldwide Air Transport Conference (ATConf/6) was convened in the
Assembly Hall of the Headquarters of the International Civil Aviation Organization (ICAQ) in Montréal
at 0930 hours on 18 March 2013. Mr. R. Kobeh Gonzélez, President of the Council, opened the
Conference, which was also addressed by Mr. T. Rifai, Secretary General of the World Tourism
Organization (UNWTO), and Ms. K. Macaulay, Chairperson of the Air Transport Committee (ATC).
Mr. B. Djibo, Director, Air Transport Bureau, introduced the Conference Secretariat. The Conference
completed its work on 22 March 2013.

Attendance
2. The meeting was attended by members and observers nhominated by 131 Member States

and 39 international organizations, as well as by advisors and others as shown in Appendix C — List of
Delegates.

Officers and Secretariat

3. The following officers were elected:
Chairman of the Conference: Mr. M. Benchemam (Algeria)
Vice-Chairman: Mr. B. Susantono (Indonesia)
4. Mr. B. Djibo, Director of the Air Transport Bureau, served as Secretary of the

Conference, and Mrs. N. Teyssier, Chief, Economic Analysis and Policy Section, served as Deputy
Secretary. Assistant Secretaries were Mrs. M. Boulos, Mr. F. Malaud, Mr. J. Simon, Mr. P. Villard, and
Mr. Y-Z. Wang; Mr. J. Byerly, Mr. J. de la Camara, Mr. B. Péguillan, and Mr. Evalou Gnang, acted as
Advisors to the Conference.

5. Administrative and language services were provided under the supervision of Dr. F. Liu,
Director, Bureau of Administration and Services, Mr. O. Fabrici, Acting Chief, Conference and Office
Services Section, Mrs. D. Rahmani, Chief, Documents Management and Outsourcing Section, and
Mr. V. Samochkine, Chief, Interpretation Section.

Agenda
6. The initial agenda for the meeting was approved by the Council of ICAO on
27 February 2012 (C-DEC 195/1, refers). The revised agenda shown hereunder, was approved on
31 January 2013 (EB 2013/4, refers).

1. GLOBAL OVERVIEW OF TRENDS AND DEVELOPMENTS

1.1 Industry and regulatory developments: The Conference will review major
developments in the air transport industry and progress in regulatory change since the last
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air transport conference (ATConf/5, 24-29 March 2003). This item will cover such areas
as: airline alliances, consolidation and cooperative arrangements, low cost carrier models,
airline economics and viability, and some major challenges facing the industry (such as
the negative effect of fuel price volatility). The Conference will assess the impacts of
these developments on the market and regulatory evolution.

Other areas of ICAO’s work that may have economic implications: The Conference
will receive reports on progress in other areas of ICAO’s work (e.g. aviation safety,
security and environment) that may have economic implications on air transport
development or on economic regulation (such as financing).

EXAMINATION OF KEY ISSUES AND RELATED REGULATORY FRAMEWORK

2.1

2.2

2.3

24

25

2.6

2.7

Market access: This item will cover the exchange of commercial rights — primarily
beyond Third and Fourth Freedoms, more flexibility for all cargo services, liberalization
of auxiliary services (e.g. ground handling); regional or plurilateral approaches, prospects
for multilateralism, airline capacity and airport access issues, including slot allocation
and night-flight restrictions.

Air carrier ownership and control: This item will cover issues relating to the relaxation
of rules for airline designation and authorization — moving beyond national ownership
and control requirements; foreign investment in national airlines; and regulatory
arrangements to facilitate airline access to international capital markets.

Consumer protection: This item will cover issues relating to consumer protection, air
passenger rights, related regulatory approaches and industry practices (including
conditions of carriage, industry commitments, and airline insolvency); airline pricing
transparency; development of ICAO guidance material, and compatibility or
harmonization of regulatory approaches.

Fair competition: This topic will cover issues relating to avoidance of unfair competitive
practices; impact of industry consolidation and concentration; the effect of economic
regulatory frameworks on the airline industry; and compatibility or harmonization in
application of competition laws/rules.

Safeguards: This topic will cover issues relating to sustainable and effective
participation of all States, particularly developing countries, in air transport; assurance of
services; and avoidance of unilateral action impinging on air transport.

Taxation of and other levies on international air transport: This item will address
issues relating to taxes/charges/fees imposed on civil aviation; the impact of taxation or
non-aviation related levies on the development of air transport, and their implications for
ICAO’s policies on taxation and charges.

Economics of airports and air navigation services: This agenda item will address
issues relating to the outcome of the Twelfth Air Navigation Conference (AN-Conf/12,
Montréal, 19-30 November 2012) with respect to the economic impact of aviation system
block upgrades (ASBUs). Of particular concern will be issues relating to how current
ICAO policies and guidance can be applied and how to best respond to ASBU financing
challenges. The Conference will be presented with status reports on the financial situation
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of airports and air navigation services providers, implementation of recommendations
resulting from the 2008 Conference on the Economics of Airports and Air Navigation
Services (CEANS), and will consider related issues such as funding of regulatory
oversight functions (i.e. for safety, security, and economic oversight of airport and air
navigation services).

2.8 Implementation of ICAO policies and guidance: This item will address the relevance
and effectiveness of existing ICAO policies and guidance on the economic regulation of
international air transport; their application or implementation by States; and measures to
improve the situation.

Working arrangements

7. The Conference met as a single body. Formal consideration of the agenda items was
preceded on Sunday, 17 March 2013 by a Pre-conference Symposium, with the Conference per se
commencing on Monday, 18 March.

8. The rules of procedure were the Standing Rules of Procedure for Meetings in the Air
Transport Field (Doc 8683). Rule 26, which calls for the preparation of summary minutes, had been
suspended by the Council.

9. Discussions in the main meeting were conducted in Arabic, Chinese, English, French,
Russian and Spanish. A list of the documentation associated with the work of the Conference is included
in Appendix D. Some working papers were available in one language only. The report was issued in
Arabic, Chinese, English, French, Russian and Spanish.

10. The Conference delegated authority to the Chairperson to approve the yellow cover
Report.
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Agenda Item 1:  Global overview of trends and developments
1.1: Industry and regulatory developments

1.1.1 Documentation

1111 The Conference considered Agenda Item 1.1 based on the following working papers:
WP/17, WP/22 and WP/23 (Secretariat), WP/33 (United Arab Emirates), WP/39 (Egypt), WP/70 Revised
(Canada, Germany, Singapore, United Arab Emirates, United States, International Air Transport
Association (IATA) and the International Air Cargo Association (TIACA)), WP/53 (presented by Ireland
on behalf of the European Union (EU) and its Member States and by the other Member States of the
European Civil Aviation Conference (ECAC)), WP/56 (Colombia on behalf of the Latin American Civil
Aviation Commission (LACAC)), WP/57 (Chile on behalf of LACAC), WP/65 (World Tourism
Organization (UNWTO)), WP/ 102 (Asociacion Latinoamericana de Derecho Aeronautico y Espacial
(ALADA)), WP/100 (Airports Council International (ACI)), and WP/80 (Civil Air Navigation Services
Organisation (CANSQ)). The following information paper was also noted by the Conference: IP/10
(Indonesia).

1.1.2 Discussion

1121 The Conference supported the Secretariat working papers presented on the achievements
since ATConf/5, the sustainability of economic development of air transport and the air transport value
chain. The Conference also recognized the value of the work accomplished since ATConf/5 in assisting
States in the process of liberalization. It was requested that ICAQO ensure that guidance on liberalization
be kept current, including the updating of liberalization indicators.

1122 Noted were the developments that have taken place in the field of air transport which
relate to the emergence of alliances and mergers between airlines. The Conference recognized that there
would be value in studying the positive and negative impact on the air transport market, in particular with
respect to compliance with competition standards and the prevention of monopolies.

1123 Recognizing the close interrelationship between air transport and tourism, the Conference
noted the need for closer cooperation and collective action beyond functional “silos” of air transport and
tourism as well as the need to foster coordination among all interested stakeholders in general, and
between the World Tourism Organization (UNWTO) and ICAQ in particular.

1124 Various views were expressed on the subject of the pace of liberalization. Some States
mentioned the benefits of accelerated liberalization while others felt that different realities and specific
situations for States may impact the pace of liberalization. It was argued by other States that a balance
between fair competition and further liberalization was required and it was stated that unilateral actions
by States may hamper the development of international air transport.

1125 The important role that ICAO plays in promoting liberalization was recognized and
concern was raised with respect to the funding of ICAO work in the field of air transport. It was
considered that ICAQ is the optimum forum to advance such work and support was expressed for the
establishment of a dedicated voluntary fund to strengthen the ICAO role in this field, in accordance with
ICAO rules of governance and policies.
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1126 The Conference noted the importance of the ratification of the Convention for the
unification of certain rules for international carriage by air (Montreal Convention 1999 — MC99). There
was strong support for promoting the ratification of MC99 by States which have not done so and for
ICAO to provide assistance.

1127 The subjects of safety and State sovereignty of airspace were considered to be outside the
scope of the Conference and it was suggested that the issues should be discussed by the Assembly.

1128 Finally, the International Labour Office conveyed the points of consensus adopted at an
ILO Global Dialogue Forum held in February 2013.

1.1.3 Conclusions

1131 As a result of the documentation considered and ensuing discussions on industry and
regulatory developments under Agenda Item 1.1, the Conference concluded that:

a) ICAO follow up work relating to ATConf/5, in the field of economic regulation,
facilitated and assisted States in adapting to changes in the process of regulatory
evolution. The continuation of such work would be beneficial to States in the
development of air transport;

b) with a view to fostering sustainable development of air transport, profitability
differences within the air transport value chain, fragmentation in the regulatory
framework, challenges associated with financing the air transport system,
infrastructure capacity constraints and unilateral actions by States that have an impact
on international air transport must be recognized as impediments to sustainable
development of air transport and eliminated in order to cope with the expected
growth of world air traffic while fostering sustainable development of the air
transport system;

c) the cost of fuel is largely dependent on market forces and the possibility of regulatory
intervention appears unlikely. However, it is imperative that the regulatory
framework for the development of air transport foster strategies to mitigate the
negative economic impact of fuel price volatility;

d) during the past decade, stakeholders of the air transport value chain have been
operating in an increasingly competitive environment. These stakeholders are
interdependent; operating costs and the operational environment impact the value
created by the air transport industry;

e) created initially to respond to market regulation restrictions and to remain
competitive and present on the market, alliances have become increasingly complex
and interrelated in terms of cooperation frameworks and enormous marketing
powers. Despite all the features and benefits of alliances and mergers in the air
transport industry, there are drawbacks and flaws which need to be addressed and
ICAO should conduct studies on this issue;

f) both States and relevant international organizations should take a broad,
homogeneous and sustainable approach to air transport and tourism policies;
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g) taking into consideration the different realities of States, it is recognized that
liberalized aviation markets have generally produced significant growth,
development and social benefits for States that have embraced them;

h) in order for ICAQ to play an important role in air transport liberalization, a dedicated
air transport fund may be established with a view to seeking voluntary contributions
from Members States so as to enhance the work of the Organization in this field,
provided that such a fund is administered in accordance with ICAO rules of
governance and policies; and

i) the MC99 has been an effective tool in determining air carriers liabilities and its
implementation should be improved so as to provide important benefits to all Parties.

1.1.4 Recommendations

Recommendation 1.1/1 — Industry and regulatory developments

The Conference recommends that:

a)

b)

d)

f)

States should recognize the importance of national and regional regulatory frameworks in
ensuring compliance of alliances with competition standards and in preventing
monopolies; States should also give due consideration to the benefits that alliances create;

States should consider the creation of mechanisms that allow for closer co-operation and
co-ordination between their tourism and air transport authorities; States should also
support an increased co-operation between ICAO and UNWTO on key issues of common
interest; States should support and encourage the universal adoption of MC99;

ICAO should continue to monitor developments, conduct studies on major issues of global
importance, provide a set of basic principles to States and share its analyses on the
development of the air transport industry with States, international organizations and the
industry;

ICAO should update and advance its guidance material on the regulation of international
air transport. In particular, it should continue to update the Template Air Services
Agreement (TASAs) to keep pace with regulatory evolution and to update liberalization
indicators. ICAQ should also continue to develop relevant databases such as the Database
of the World's Air Services Agreements (Doc 9511), as well as case studies of liberalization
experiences;

ICAO should continue to assist States with air transport liberalization efforts; this could be
undertaken, inter alia, through the development of additional training courses, regional
seminars or similar activities for the benefit of States, in accordance with available
resources;

ICAO should be the only forum for initiating global solutions for the development of a
sustainable air transport system for all interested parties; ICAO should continue to
cooperate with international and regional organizations and with the industry in order to
monitor impediments to a sustainable air transport system and define, in a cooperative
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manner, key strategies to overcome impediments;

ICAO should establish an air transport fund in order to seek voluntary contributions from
Member States with a view to enhancing the work of the Organization in this field. This
fund should be administered transparently in accordance with relevant ICAO rules of
governance and policies; and

ICAO should provide assistance with the ratification of MC99, if so requested by a State.
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Agenda Item 1:  Global overview of trends and developments
1.2: Other areas of ICAO’s work that may have economic implications

1.2.1 Documentation

1211 The Conference considered Agenda Item 1.2 based on the following working papers:
WP/18 (Secretariat), WP/37 (Cuba), and WP/58 (22 Member States, Members of Latin American Civil
Aviation Commission (LACAC)).

1.2.2 Discussion

1221 A number of delegations stated that aviation security is critical to the safe, secure and
orderly development of international civil aviation. The Conference unanimously supported WP/18,
presented by the Secretariat, on aviation security costs and related charges, and adopted the
recommendations therein. A view was expressed concerning the negative impact that international air
transport suffers as a result of the use of civil aviation in activities that cannot be accepted in the context
of the Convention on International Civil Aviation, as such activities not only jeopardize the development
of international civil aviation, but also its economic development.

1222 Regarding the information provided by Cuba on the impact in the civil aviation sector
due to the United States (US) embargo, the delegations from some Member States supported Cuba’s
position and the recommendations proposed in the paper. Cuba argued that the US embargo was a
unilateral decision, contrary to the spirit of the Convention on International Civil Aviation, and stated that
it impacted adversely on the development of civil aviation in Cuba. Further, they expressed the view that
ATConf/6 was the appropriate forum at which to address the issue, as the Conference dealt with the
sustainability of air transport. The US stated that the matter was a bilateral political issue and was not
suitable for discussion during the Conference. The Secretariat advised that the issue had been addressed
during the 37th Session of the ICAO Assembly, which was the governing body of the Organization, and
stated that ATConf/6 did not have the authority to resolve the issue. In closing, Cuba advised of its
intention to bring the issue to the attention of the upcoming 38th Session of the ICAO Assembly.

1.2.2.3 There was general support for the conclusions and recommendations presented by Chile
on behalf of 22 Member States, Members of the Latin American Civil Aviation Commission (LACAC),
relating to the cost-effectiveness of the Safety Oversight Cooperation System (SRVSOP). Several States
expressed support for this type of regional cooperation, which results in cost savings for all stakeholders.
However, the Conference noted that safety systems such as the SRVSOP and the associated activities
should not be confused with ICAO’s Regional Aviation Safety Groups (RASGS) or the Regional Safety
Oversight Organizations (RSOOs).

1.2.3 Conclusions

1.23.1 On the basis of documentation and its discussion, the Conference reached the following
conclusions:

a) aviation security is critical to the safe, secure and orderly development of
international civil aviation throughout the world, and the various security challenges
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which the international air transport sector faces today will continue to be a
significant cost-driver;

b) the implementation of enhanced and new security measures and functions for airports
and air navigation services providers (ANSPs), including security oversight, will
result in additional costs. States are encouraged to observe the policies on security
charges in ICAO’s Policies on Charges for Airports and Air Navigation Services
(Doc 9082) when determining the costs to be recovered from users and end-users
through charges;

c) ICAO policies and guidance on economic aspects of aviation security remain
relevant: the 2008 Conference on the Economics of Airports and Air Navigation
Services (CEANS) recognized that the current ICAO policies for the cost recovery of
security measures at airports and ANSPs remained adequate and recommended that
States ensure effective implementation;

d) the issue raised by Cuba had previously been addressed by the sovereign body of
ICAO during the 37th Session of its Assembly, which decided that this matter should
be brought to the attention of the President of the Council, whose good offices had
been involved in this issue on previous occasions, and the statement of Cuba of its
intention to bring the issue to the attention of the upcoming 38th Session of the ICAO
Assembly was noted; and

e) the SRVSOP has generated significant cost savings for participating States, which
has translated into benefits for operators; training, assistance to States, multinational
activities, implementation, seminars and other activities could not have taken place
without the SRVSOP or, alternatively, the cost would have been prohibitive for most
States; and cooperation between States in the Region has been facilitated through
standardization of training at a regional level.

1.2.4 Recommendations

1241 As a result of the documentation considered and ensuing discussion on other areas of
ICAO’s work that may have economic implications under Agenda Item 1.2, the Conference adopted the
following recommendations:

Recommendation 1.2/1 — Other areas of ICAO’s work that may have economic
implications

The Conference recommends that:

a) States should ensure that the current ICAO policies for cost recovery of security
measures and functions at airports and ANSPs are implemented so that security
user charges are reasonable, cost-effective, and foster harmonization worldwide;

b) States are encouraged to incorporate the four key charging principles of
non-discrimination, cost-relatedness, transparency and consultation with users in
national legislation, regulation or policies, as well as in air services agreements, in
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order to ensure compliance by airport operators and ANSPs;

States should increase participation in their respective safety regional groups;

States are invited to note the cost-effectiveness that can be achieved through
regional cooperation and are encouraged to establish management and economic
targets and indicators, as the Latin American States have done; and

ICAO should take all relevant measures to ensure widespread awareness and

knowledge of its policies and encourage use of its guidance material on aviation
security costs and related charges.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.1: Market access

Note: The Conference considered this Agenda Item in three parts: a) market access liberalization; b) air
cargo services; and c) other market access matters.

a) Market Access Liberalization

2.1.1 Documentation

21.11 The Conference considered traffic rights under Agenda Item 2.1 based on the following
working papers: WP/13 (Secretariat), WP/28 (Chile), WP/97 (China), WP/40 (Egypt), WP/82
(Indonesia), WP/34 (New Zealand), WP/78 (Singapore), WP/44 Revised (Turkey), WP/93 (United Arab
Emirates), WP/60 (United States), WP/103 (Venezuela), WP/54 (presented by Ireland on behalf of the
European Union (EU) and its Member States and by the other Member States of the European Civil
Aviation Conference (ECAC)), WP/63 (World Tourism Organization (UNWTQ)), WP/67 (International
Air Transport Association (IATA)) and WP/81 (International Federation of Air Line Pilots” Associations
(IFALPA)) and WP/99 (International Transport Workers’ Federation (ITF)).

21.1.2 The following information papers were also noted by the Conference: IP/3 (Australia),
IP/17 (Brazil), IP/5 (Poland), IP/14 (Republic of Korea), IP/19 (54 Member States of African Civil
Aviation Commission (AFCAC)), IP/6 (22 Member States of Latin American Civil Aviation Commission
(LACAQ)) and IP/8 (World Trade Organization (WTO-OMC)).

2.1 .2 Discussion

2.1.21 There was general recognition of the broad benefits that liberalization of air transport
provides to States, the industry and consumers, as well as its contribution to the global economy, trade,
tourism, community development and job creation and support was expressed for the need for further
market access liberalization. The discussion focused on the approaches and pace of liberalization by
States, as well as on the need to consider the interests of all stakeholders, including labour.

2.1.2.2 Many endorsed the view that due to the disparity in States’ developmental stages and air
transport requirements, States should pursue liberalization at their own pace and apply approaches
suitable to their needs and national situation. At the same time, there was general agreement on the need
to modernize the global regulatory framework on market access so as to adapt to the changes of a
globalized business environment; also recognized was the need for ICAO to play a leadership role in
facilitating regulatory evolution. In this regard support was voiced for the proposal that ICAO develop a
long-term vision for global liberalization of air transport, including multilateral solutions, bearing in mind
the interests of all States and aviation stakeholders.

2.1.23 Some States emphasized the close link between market access and fair competition, while
other States were of the view that market access and fair competition are not necessarily linked.

21.24 A large number of States expressed support for the proposal that ICAO develop an
international agreement, building on past achievements and existing liberalized regulatory arrangements,
for States to use in further liberalizing market access. The Conference noted, however, that substantial
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work might be required in this regard, and that the provisions of the Multilateral Agreement on the
Liberalization of International Air Transportation (MALIAT), and the reasons for which more States have
not joined, should be considered. It was also suggested that this exercise be undertaken through
consultation with experts (e.g., Air Transport Regulation Panel (ATRP)), States, the industry, and other
aviation stakeholders, and that prior to committing to the project, ICAO should conduct a survey to
analyse the needs of States, and assess the value, and resources required, for developing such an
agreement. In addition, the Conference noted the proposed draft text of a multilateral agreement on
market access liberalization provided by a State.

21.25 In light of the lengthy process required for developing multilateral agreements, there was
wide-spread support for the proposal that States should continue to liberalize market access through
existing avenues, including bilateral, regional and plurilateral arrangements.

2.1.3 Conclusions

2131 As a result of the documentation considered and ensuing discussion on the subject of
market access liberalization under Agenda Item 2.1, the Conference concluded that:

a) liberalization has provided broad benefits for States, consumers, airlines, airports,
communities and national economies. Increased access to the international market for
air service providers allows the air transport sector to maximize its contribution to the
global economy;

b) liberalization is a means and process, not an end. The objective of regulatory
evolution is to create a favourable environment in which international air transport
may develop and flourish in an orderly, efficient, economical and sustainable
manner, without compromising safety and security, while respecting social and
labour standards;

c) States have pursued liberalization of market access in various ways and at different
paces according to needs, conditions and policy goals, and have achieved
considerable progress and success. However, there is an increasing need to
modernize the decades-old regulatory regime to adapt to a changed global economic
and business environment and to meet the requirements of States, the industry and
consumers in the 21st Century;

d) there is strong endorsement from the aviation community for further liberalization of
air transport, and for ICAQO’s engagement in facilitating such efforts. There is broad
support for ICAO, working closely with all parties concerned, to take the lead in
exploring ways by which to expand market access, including long-term multilateral
solutions, recognizing that States will pursue liberalization at their own pace
according to their needs; and

e) in the short term, States should continue to pursue market access liberalization
according to situations and requirements, using existing avenues such as the
Multilateral Agreement on the Liberalization of International Air Transportation
(MALIAT), while ICAO should continue to provide guidance and assistance to
States in facilitating the process.
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2.1 .4 Recommendations
Recommendation 2.1/1 — Market access liberalization
The Conference recommends that:

a) States should continue to pursue liberalization of market access at a pace and in a manner
appropriate to needs and circumstances, giving due regard to the interests of all
stakeholders, the changing business environment and infrastructure requirements;

b) ICAO should develop and adopt a long-term vision for international air transport
liberalization, including examination of an international agreement by which States could
liberalize market access, taking into account the past experience and achievements of
States, including existing market access liberalization agreements concluded at bilateral,
regional and multilateral levels, as well as the various proposals presented during the
Conference;

¢) ICAO should work with all parties concerned, undertaking consultation with experts,
States, the industry, interested organizations and other stakeholders to build a common
understanding and obtain consensus for the development of the long-term vision and
related regulatory arrangements;

d) ICAO should continue to provide guidance and assistance to States in facilitating market
access liberalization, using facilities such as the ICAO Air Services Negotiation
Conference (ICAN); and

e) ICAO should keep its policy guidance on air transport regulation and liberalization current
and responsive to changes and to the needs of States, and consider additional means by
which to facilitate liberalization.

b) Air Cargo Services

2.1.5 Documentation

2151 The Conference considered air cargo services issues under Agenda Item 2.1 based on the
following working papers: WP/14 (Secretariat), WP/34 (New Zealand), WP/36 Latin American and
Caribbean Air Transport Association (ALTA)), International Air Transport Association (IATA)) and
WP/96 (The International Air Cargo Association (TIACA)).

2.1 .6 Discussion

2.1.6.1 The Conference discussed the subject of air cargo liberalization together with the
deliberation on market access liberalization.

2.1.6.2 Recognizing the distinct features of air cargo operations some support was voiced for the
proposal that ICAO develop an international agreement for the liberalization of air cargo. Pending such an
agreement, States were encouraged to continue liberalization of air cargo services using existing vehicles,
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including bilateral, regional or multilateral approaches. Attention was drawn to the fact that States may
join the Multilateral Agreement on the Liberalization of International Air Transportation (MALIAT) on a
cargo-only basis; The Conference noted that the provisions of the MALIAT, and the reasons for which
more States have not joined, should be considered.

2.1.6.3 A view was expressed that the development of an international agreement for the
liberalization of air cargo transport has a potential risk of leading to competitive distortions between all
cargo carriers and passenger air carriers transporting freight, and that such risk should be thoroughly
studied and prevented.

2.1.7 Conclusions

21.7.1 As a result of the documentation considered and ensuing discussion on the subject of air
cargo services under Agenda ltem 2.1, the Conference concluded that:

a) air cargo plays an important role in the global economy. The growth and expansion
of air cargo services is beneficial for the sustainable development of air transport, and
contributes significantly to global trade and economic development;

b) the distinct features of air cargo services need to be given due consideration by States
when making air service arrangements;

c) States have used various vehicles in liberalizing air cargo services, including
bilateral, regional and plurilateral arrangements, some of which are open for other
States to join, such as the Multilateral Agreement on the Liberalization of
International Air Transportation (MALIAT); and

d) ICAO guidance on liberalization of air cargo services remains relevant, and its use by
States should be encouraged. In this regard, there is broad support for ICAQ to play a
leadership role in facilitating further liberalization, and some support for ICAO to
develop a multilateral agreement specifically focussed on air cargo, taking into
account the need to ensure that such agreement does not lead to competitive
distortions between all cargo carriers and passenger air carriers transporting freight,
and that it is aligned with ICAQ’s liberalization efforts on overall market access for
international air transport.

2.1.8 Recommendations
Recommendation 2.1/2 — Air cargo services
The Conference recommends that:
a) States should give due regard to the distinct features of air cargo services when exchanging
market access rights in the framework of air service agreements and grant appropriate

rights and operational flexibility so as to promote the development of these services;

b) States should continue to liberalize air cargo services through all available avenues, and to
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share experiences with other States;

¢) ICAO should take the lead in the development of a specific international agreement to
facilitate further liberalization of air cargo services, taking into account past experiences
and achievements, views of States on existing arrangements, and suggestions made during
the Conference; and

d) in the development of new regulatory arrangements on air cargo, ICAQ should engage all
parties concerned, and should undertake consultation with experts, States, the industry and
interested stakeholders.

¢) Other Market Access Matters

2.1.9 Documentation

21.9.1 The Conference considered other market access matters under Agenda Item 2.1. based on
the following working papers: WP/11 (Secretariat), WPs/8 Revised (Secretariat), WP/87 (Republic of
Korea), WP/25 (presented by Bahrain on behalf of Arab Civil Aviation Commission (ACAC)), WP/89
Airports Council International (ACI)), WP/64 (United States) and WP/99 (International Transport
Workers’ Federation (ITF)).

21.9.2 The following information papers were also considered by the Conference: IP/9 (South
Africa) and IP/11 (presented by Ireland on behalf of the European Union (EU) and its Member States and
by the other Member States of the European Civil Aviation Conference (ECAC)).

2.1.10 Discussion

2.1.10.1 On the subject of slot allocation, the Conference noted that insufficient airport slot
capacity has a negative impact on the ability of air carriers to exercise market access rights. This problem
cannot be resolved with short-term solutions and must be addressed with a broader, long-term perspective
through the planning of infrastructure development.

2.1.10.2 Different views were expressed regarding the policies and practices applicable to the
allocation of slots at constrained airports. Some States favored slot rules that give preference to airlines
from developing countries. Other States disagreed, emphasizing that slots should be allocated in
accordance with the principles of non-discrimination and equal opportunity, as expressed in the IATA’s
Worldwide Slot Guidelines (WSG).

2.1.10.3 Notwithstanding these differences, there was support for greater transparency through the
publication of additional information regarding slot allocation at constrained airports.

2.1.104 It was suggested that ICAO continue to monitor the issues relating to slot allocation,
including States’ practices in handling the issues of slot allocation, and share information on significant
developments, including information on airport and air traffic management (ATM) capacity demands
and/or constraints.
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2.1.105 On the subject of night curfews, the Conference noted that night curfews or night flight
restrictions remain an issue of concern to States. It was acknowledged that such restrictions are closely
linked to specific local situations and that the restrictions can significantly affect market access and the
operation of international air services; the need to consider the two perspectives was noted. There was
broad support for the application by States of the ICAO “Balanced Approach” when dealing with airport
noise management issues.

2.1.10.6 Support was expressed for the proposal that certain types of business aviation operations
should be treated as non-commercial aviation, and that ICAO should consider providing appropriate
guidance in this regard in order to harmonize the development of business aviation which is an important
component of a comprehensive international air transport system.

2.1.11 Conclusions

2.1.111 As a result of the documentation considered and ensuing discussion on the issues of slot
allocation, night flight restrictions and business aviation under Agenda Item 2.1, the Conference
concluded that:

a) slot allocation is linked to specific local situations but also affects market access and
the operation of international air services. As air traffic continues to grow, slot
shortages will increase and will likely spread to other airports. While a global
solution is difficult to prescribe as situations vary between States and between
airports, there is a need for greater transparency regarding slot allocation rules and
procedures, as well as a need for exploring how States and concerned stakeholders
might work together towards their improvements;

b) ICAO has addressed the issue of slot allocation and has developed related guidance
for use by States, which remains relevant. Where a State encounters difficulties over
slot allocation with other countries, the most practical approach for resolution is
through consultation with parties concerned in accordance with relevant rules, such
as IATA’s Worldwide Slot Guidelines (WSG), and available dispute settlement
mechanisms;

c) night flight restrictions are also linked to specific local situations but also affect
market access and the operation of international air services. With the continued
growth of air traffic, this issue will intensify;

d) ICAO has developed a “Balanced Approach” policy to aircraft noise management,
which should be used by States to address aircraft noise issues and develop relevant
policy. States may resolve difficulties or disputes over night flight restriction issues
through available consultation and dispute settlement mechanisms;

e) there is general agreement that States should give due consideration to long-term
capacity requirements when planning aviation infrastructure development; and

f) as market liberalization evolves, there are other emerging issues of general interest to
States and aviation stakeholders such as the treatment of business aviation. ICAO
should play a role in monitoring the developments and develop relevant guidance.
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2.1 .12 Recommendations

Recommendation 2.1/3 — Other market access matters

The Conference recommends that:

a)

b)

c)

d)

€)

in dealing with the issues related to slot allocation and night flight restrictions, States
should give due consideration to the needs and concerns of other States and make every
effort to resolve any concerns through consultation in a spirit of sympathy, transparency,
mutual understanding, and cooperation;

with respect to night flight restrictions, States should respect and follow the ICAO
Balanced Approach principle in regulatory action on aircraft noise management at airports;

States should give due consideration to long-term capacity demands of air transport in
planning the development of aviation infrastructure;

ICAO should continue to monitor both the situation and States’ practices in handling the
issues of slot allocation and night flight restrictions, raise awareness of the relevant ICAO
policy guidance, and encourage its use by States and concerned parties; and

ICAO should continue to develop policy guidance for States on economic regulation of air

transport and develop guidance on emerging issues of global importance, including
business aviation.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.2: Air carrier ownership and control

2.2.1 Documentation

2211 The Conference considered Agenda Item 2.2 based on the following working papers:
WP/12 (Secretariat), WP/94 (Brazil), WP/29 (Chile), WP/38 (Cuba), WP/41 (Egypt), WP/84 (Indonesia),
WP/34 (New Zealand), WP/49 and WP/50 (lIreland on behalf of the European Union (EU) and its
Member States and by other Member States of the European Civil Aviation Conference (ECAC)), WP/59
(22 Member States, Members of the Latin American Civil Aviation Commission (LACAC)), WP/63
(World Tourism Organization (UNWTO)), WP/67 (International Air Transport Association (IATA)),
WP/81 (International Federation of Air Line Pilots” Associations (IFALPA)) and WP/99 (International
Transport Workers’ Federation (ITF)).

2.2.1.2 The following information paper was also noted by the Conference: IP/20 (AFCAC).

2.2.2 Discussion

2221 There was wide recognition of the benefits of liberalizing air carrier ownership and
control, and the need to adapt the current regulatory regime to meet the needs of the 21st Century. It was
also recognized that liberalization may have various implications for labour, which should continue to
participate as an important stakeholder for the development of the air transport industry. There was
general endorsement that ICAO is the appropriate forum by which to promote and facilitate further
liberalization in this area.

2.2.2.2 There was virtually unanimous support for ICAO to take the lead and initiate work to
develop an international agreement to facilitate liberalization of air carrier ownership and control,
building on past achievements and experiences. In light of the disparity in States’ needs and
circumstances, the agreement could be for signature by “willing and ready” parties initially and open for
accession by other parties subsequently. There was broad agreement that such work should take into
consideration the importance of ensuring safety and security, the principle of reciprocity, and the need for
safeguards to allow a gradual and progressive adaptation. It was acknowledged that this work should also
take account of regional liberalization experiences, the rules under various States’ domestic laws, and the
effects on all stakeholders, including labour.

2.2.2.3 The Conference noted the distinction drawn between a State’s decision with respect to
the ownership and control requirement of its national airlines under domestic law, and the discretion of a
State to maintain or remove restrictions on ownership and control of designated airlines of other States
under bilateral air service agreements.

2224 There was also broad support for encouraging States to continue to liberalize air carrier
ownership and control through various existing measures, including that of adopting the alternative
criteria for designation of airlines based on “principal place of business and effective regulatory control”,
as recommended by ICAO. In addition, many States expressed support for ICAO work required to update
guidance in this area as necessary.
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2.2.3 Conclusions

2.2.3.1 As a result of the documentation considered and ensuing discussion under
Agenda Item 2.2, the Conference concluded that:

a)

b)

d)

f)

since ATConf/5, States and the industry have continuously called for liberalization of
air carrier ownership and control in order to adapt to an ever more global and
competitive economic environment. Although diverging views and regulatory
approaches remain, there has been increasing recognition of the benefits of
liberalization;

more States are willing to liberalize and adopt a flexible approach in dealing with
airline designation requirements under bilateral air service agreements. Considerable
progress has also been achieved at the regional level, as several regions or sub-
regions adopted arrangements in liberalizing air carrier ownership and control among
their respective members, including permitting cross-border investments and airline
mergers;

there was general agreement that each State may choose its own path and pace in
liberalization of air carrier ownership and control, and that safety and security remain
of paramount importance in any regulatory change. Due consideration should also be
given to the interest of all stakeholders, including that of labor. States have used
various means in the liberalization of air carrier ownership and control, including
unilateral, bilateral, regional, plurilateral and multilateral approaches;

ICAO has developed considerable guidance for use by States in liberalization of air
carrier ownership and control, which needs to be kept current and responsive to
changes and to the requirements of States;

there is broad and strong support for ICAO to continue to play a leadership role in
facilitating further liberalization and in modernizing the global regulatory framework,
including the development of a multilateral agreement to facilitate liberalization of
air carrier ownership and control in order to meet the changing economic
environment and requirements of States for the efficient and sustainable development
of air transport; and

ICAO should work with concerned parties and aviation stakeholders in developing
new regulatory frameworks. Before a new long-term regulatory regime is in place,
States could consider some short-term options proposed during the Conference for
liberalization, for example waiver of ownership and control restrictions in bilateral
air services agreements.

2.2.4 Recommendations

Recommendation 2.2/1 — Air carrier ownership and control

The Conference Recommends that:

a) States should continue to liberalize air carrier ownership and control, according to needs



b)

d)
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and circumstances, through various existing measures, such as waiver of ownership and
control restrictions in bilateral air services agreements, and those recommended by ICAO.
Regional organizations should, in cooperation with ICAO, play a role in facilitating and
assisting States in the liberalization process;

ICAO should continue to promote its policy guidance on air carrier ownership and control
and encourage States to use its guidance in regulatory practice. It should keep its policy
guidance current and responsive to changing situations and to the requirements of States;
where required, ICAO should study and develop guidance on important issues that may
arise as liberalization progresses;

ICAO should initiate work on the development of an international agreement to liberalize
air carrier ownership and control, taking into consideration safety and security concerns,
the principle of reciprocity, the need to allow a gradual and progressive adaptation with
safeguards, the need to take account of regional experiences, the requirements of various
States’ domestic laws, and the effects on all stakeholders, including labour;

ICAO should involve all parties concerned in the development of the international

agreement, and should undertake consultation with experts, States, aviation stakeholders
and interested organizations.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.3:  Consumer protection

2.3.1 Documentation

2.3.1.1 The Conference considered Agenda Item 2.3, based on the following working papers:
WP/5, WP/15, WP/20 (Secretariat), WP/70 (Canada, Germany, United Arab Emirates, United States,
International Air Transport Association (IATA) and the International Air Cargo Association (TIACA)),
WP/30 (Chile), WP/31 (World Tourism Organization (UNWTOQ)), WP/43 (Saudi Arabia, on behalf of a
group of Arab States), WP/45 (United States), WP/47 (Members of the African Civil Aviation
Commission (AFCAC)), WP/55 (Ireland, on behalf of the European Union (EU), its Member States and
by the other Member States of the European Civil Aviation Conference (ECAC)), WP/68 (IATA, the
Arab Air Carriers Organization (AACO), the Association of Asia Pacific Airlines (AAPA) and the Latin
American and Caribbean Air Transport Association (ALTA)), WP/77 (South Africa), WP/79 (Singapore),
WP/83 (Indonesia), WP/91 (Airports Council International (ACI)), WP/95 (Brazil), WP/98 (China),
WP/69 and WP/102 (Asociacion Latinoamericana de Derecho Aerondutico y Espacial (ALADA)).

2.3.1.2 The following information papers were also noted by the Conference: IP/1 (Secretariat),
IP/7 (Members of LACAC), IP/15 (Korea), and IP/21 (Australia).

2.3.2 Discussion

2.3.2.1 The Conference expressed unanimous support for the need to protect consumers of air
transport services. It was also noted that the effectiveness of regulatory responses adopted by States
would benefit from increased convergence and compatibility.

2.3.2.2 There was broad support for the view that ICAQ, as the best forum for addressing matters
relating to international air transport, should play a leadership role in the development of high-level, non-
prescriptive core principles on consumer protection. It was recognized that, in developing such core
principles, it will be necessary to seek an appropriate balance between the need for consumer protection
and industry competitiveness. It was also noted that the development of such core principles must allow
flexibility with respect to State implementation, taking into account specific social, political and
economic characteristics. Educating consumers to help them make informed choices on key aspects of air
travel was considered an important aspect of consumer protection.

2.3.2.3 Several States and organizations noted that the development of core principles on
consumer protection should be in line with existing instruments, notably the Convention for the
Unification of Certain Rules for International Carriage by Air, adopted in Montréal on 28 May 1999 (i.e.
the “Montréal Convention”). In this regard, States who have not done so were encouraged to become
parties to the Montréal Convention.

2.3.24 Regarding the development of the core principles on consumer protection in an efficient
and expedient manner, support was expressed for the creation of a dedicated ad hoc group, which could
emanate from existing ICAO bodies such as the Air Transport Regulation Panel (ATRP). Experts
designated by Member States from different regions should be invited to participate.
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2.3.25 In view of the benefits of providing users of air transport services with clear information
on prices, there was support for the need to include price transparency as part of the core principles on
consumer protection.

2.3.2.6 States supported measures aimed at enhancing air transport connectivity and endorsed
cooperation in the identification of impediments thereto. With respect to further work in this area to be
undertaken by ICAO, particularly that focused on cost-benefit analyses, it was suggested that further
consideration is required, including that of the Aviation Security Panel (AVSECP) and the Facilitation
Panel (FALP).

2.3.2.7 The World Tourism Organization (UNWTO) informed the Conference of its decision to
to make adjustments to the process regarding the development of its draft convention on the protection of
tourists pending review of the outcome of the Conference. The Conference agreed on the need to avoid
the application of different sets of rules, based on whether a person is considered an air passenger or a
tourist, notably in cases of massive disruptions or instances of “force majeure”.

2.3.2.8 Some States expressed support for initiating this work without delay with the view to
achieving the adoption of the first conclusions during the 38th ICAO Assembly.

2.3.3 Conclusions

2.3.3.1 As a result of the documentation considered and ensuing discussion on consumer
protection under Agenda Item 2.3, the Conference concluded that:

a) the importance of protecting the interests of consumers is universally supported, as is
the need for convergence and compatibility;

b) core principles on consumer protection, covering such issues as price transparency
and assistance to passengers in the event of delays, cancellations and denied
boarding, as well as persons with disabilities, would benefit both passengers and
operators;

c) States should be encouraged to become parties to the Convention for the Unification
of Certain Rules for International Carriage by Air, adopted in Montréal on 28 May
1999;

d) States should enhance air transport connectivity and work to identify and remove
impediments thereto; States should ensure that passenger data and information
available to government authorities, airlines, airports and other relevant sources are
provided to ICAO to facilitate these efforts; and

e) there is need for a coordinated approach amongst organizations, including UNWTO.
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2.3.4 Recommendations

Recommendation 2.3/1 — Consumer protection

The Conference Recommends that:

a)

b)

d)

f)

ICAO should continue to monitor consumer protection developments and to play a
leadership role in developing policy guidance, taking into account the interests of States,
the industry, air travellers and other aviation stakeholders;

ICAO should, in particular, develop, in the short term, a set of high-level non-prescriptive
core principles on consumer protection which strike an appropriate balance between
protection of consumers and industry competitiveness and which take into account the
needs of States for flexibility, given different State social, political and economic
characteristics; these core principles should be consistent with existing instruments, in
particular the Convention for the Unification of Certain Rules for International Carriage by
Air, adopted in Montréal on 28 May 1999;

ICAO should establish a dedicated ad hoc group drawn from existing bodies such as the
Air Transport Regulation Panel (ATRP), including experts designated at ICAQ’s invitation
by States or regional bodies, with a view to facilitating the development of the core
principles in an efficient and expedient manner;

ICAO should continue to play a leadership role in consumer protection in air transport and
should cooperate with other international organizations, including UNWTO, in areas of
common interest with a view to, inter alia, avoiding duplication of efforts;

States should foster the adoption and implementation of consumer protection measures
aimed at increasing the connectivity provided by air transport; and

ICAO should take necessary action, possibly through the involvement of adequate bodies

such as the Aviation Security Panel (AVSECP) and the Facilitation Panel (FALP), for
subsequent work on cost-benefit analysis related to air transport connectivity.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.4:  Fair competition

2.4.1 Documentation

2411 The Conference considered Agenda Item 2.4. based on the following working papers:
WP/4 (Secretariat), WP/32 (The United Arab Emirates), WP/39 (Egypt), WP/48 (Member States of
African Civil Aviation Commission (AFCAC)), WP/51 (Presented by Ireland, on behalf of the European
Union (EU) and its Member States and by the other Member States of the European Civil Aviation
Conference (ECAC)), WP/62 (United States), WP/85 (Korea), WP/86 (Korea), WP/90 (Airports Council
International (ACI)), WP/99 (The International Transport Workers Federation (ITF)).

24.1.2 The following information papers were also noted by the Conference: 1P/4 (Ireland) and
IP/14 (Korea).

2.4.2 Discussion

2421 The principle of fair and equal opportunity is enshrined in the Convention on
International Civil Aviation (the Chicago Convention) where States have agreed that international air
transport services “may be established on the basis of equality of opportunity” and every State “has a fair
opportunity to operate international airlines”.

2.4.2.2 A broad range of issues were raised under the topic of fair competition. A number of
States focused on the challenges faced by smaller airlines, especially those from developing countries,
when competing against much larger carriers, a challenge made more difficult in some cases by airline
mergers and alliances as well as by unilateral or discriminatory measures that deny equitable
opportunities. Others focused on issues linked to the inconsistent application of competition laws and
policies, including standards for granting antitrust immunity. Some States noted the negative effects on
competition caused by barriers to market access. Other States stressed that market liberalization must go
hand-in-hand with concrete measures to ensure fair competition.

2.4.2.3 A number of States supported work by ICAO to establish core principles on fair
competition, both to provide a clearer understanding of what is fair and unfair and to indicate appropriate
measures to address problems. Among the measures identified were the establishment and effective
enforcement of competition laws applicable to international air transport, clear and strong rules on state
aids, and the inclusion of appropriate fair competition clauses in air services agreements based on ICAO
templates. Other States mentioned principles of fair competition aimed at blocking control of markets by
dominant carriers, ensuring all carriers equitable access, prohibiting discrimination and barring abusive
practices. However, a number of other States disagreed with the proposal to establish core principles
citing a) that attempts to reach consensus on core principles would prove impossible given the major
differences in State views and practices; b) that issues of fairness can be effectively handled in existing
bilateral channels and through use of ICAO template language; ¢) that many airlines and airports are
State-owned (hence core principles that challenge this fact would be contrary to the principle of State
sovereignty in the Chicago Convention); and d) that core principles on fair competition might be
misinterpreted or misused as a barrier to competition.

2424 Notwithstanding these differences, there was broad agreement that fair competition is an
important general principle in the operation of international air services, and that States should give due
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consideration to the concerns of other States when applying competition laws to international air
transport. There were discussions over whether all States should adopt specific competition laws relating
to international air transport. There was agreement, however, that cooperation among existing
competition authorities should be encouraged in order to foster more compatible approaches and that
ICAO could play a leading role in facilitating this process. In this regard, States voiced support for the
further development of ICAO guidance on competition issues, for the development by ICAO of a
compendium of competition policies and practices, and for the organization by ICAO of an exchange
forum of competition authorities to enhance cooperation, dialogue and exchange of information (possibly
on the lines of, or in conjunction with, ICAO Air Services Negotiations Conference (ICAN)).

2.4.25 On a different issue, it was noted that competition among airports has increased, and it
was suggested that this should allow a “lighter regulatory touch” under which the commercial partners
would consult the outcome on matters such as charges. This suggestion was opposed by a number of
States, who stressed that regulatory authorities must continue to supervise, although it was noted that
different levels of regulatory oversight could be considered.

2.4.2.6 The Chairperson, supported by the Vice-Chairperson, formed an ad-hoc group in order to
help accelerate the work of the Conference in reaching consensus on the different views expressed at the
meeting. The ad-hoc group was composed of representatives from the Member States of Indonesia,
Ireland, Republic of Korea, Russian Federation, United Arab Emirates and United States of America.

2.4.3 Conclusions

24.3.1 As a result of the documentation and ensuing discussion on fair competition under
Agenda Item 2.4, the Conference concluded that:

a) In accordance with the Chicago Convention, fair competition is an important general
principle in the operation of international air services;

b) ICAO policies on competition are still valid, based on observed practices, such as the
inclusion of ICAO model clauses on competition in air services agreements. ICAO
should continue to monitor developments and update, as necessary, its policies and
guidance in response to changes in the industry and State practice;

c) there is a recognized need for States to give due consideration to the concerns of
other States in the application of national or regional competition laws and policies to
international air transport as well as a need for cooperation among competition
authorities, including in the context of approval of alliances and mergers; and

d) in this regard, ICAO should play a leadership role in identifying and developing tools
to promote dialogue and the exchange of information among interested authorities
with the goal of fostering more compatible regulatory approaches. Such tools could
include the development by ICAO of a detailed compendium of national and regional
competition policies and practices as well as the development of a facility that would
serve as a forum for the enhancement of cooperation, dialogue and exchange of
information.
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2.4.4 Recommendations

Recommendation 2.4/1 — Fair competition

The Conference recommends that:

a)

b)

f)

9)

h)

States should take into consideration that fair competition is an important general principle
in the operation of international air services;

States, taking into account national sovereignty, should develop competition laws and
policies that apply to air transport. In doing so, States should consider ICAO guidance on
competition;

States should give due consideration to the concerns of other States in the application of
national and/or regional competition laws or policies to international air transport;

States should give due regard to ICAO guidance in Air Services Agreements (ASAS) and
national or regional competition rules;

States should encourage cooperation among national and/or regional competition
authorities, including in the context of approval of alliances and mergers;

ICAO should develop tools such as an exchange forum to enhance cooperation, dialogue
and exchange of information between Member States to promote more compatible
regulatory approaches toward international air transport;

ICAO should develop a compendium of competition policies and practices in force
nationally or regionally; and

ICAO should continue to monitor developments in the area of competition in international

air transport and update, as necessary, its policies and guidance on fair competition through
the Air Transport Regulation Panel (ATRP).
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Agenda Item 2: Examination of key issues and related regulatory framework
2.5: Safeguards

2.5.1 Documentation

2511 The Conference considered Agenda Item 2.5 based on the following working papers:
WP/3 (Secretariat) and WP/63 (World Tourism Organization (UNWTO)).

2.5.2 Discussion

2521 There was general agreement with respect to the continued need for safeguards in the
liberalization process in order to ensure the effective and sustained participation of all States in the
international air transport system, as enshrined in the Chicago Convention. Many States considered ICAO
guidance in this field to be useful for policy making and for the development of their air transport
industry.

2522 There was virtually unanimous support expressed with respect to the prevailing relevance
and validity of ICAQ’s guidance on safeguard measures concerning participation, assurance of service
and State aid/subsidies, essential air service and tourism development route scheme, and avoidance of
unilateral action, as well as for the need for ICAO to keep its guidance current and responsive to the
changes and requirements of States.

2.5.2.3 It was widely agreed that in regulatory practices, States should follow the ICAO policy
guidance on safeguards according to their needs and situation. Particular emphasis was placed on the view
that States should refrain from taking unilateral action that would negatively affect other States and the
orderly, efficient and sustainable development of air transport.

2524 The Conference noted the view that safeguard measures should not be used as a tool to
hinder the liberalization progress. Noted also was a suggestion that ICAO should work with States,
interested organizations and stakeholders to promote its guidance, and should consult States concerned
when developing guidance on safeguard measures.

2.5.3 Conclusions

25.3.1 As a result of the documentation considered and ensuing discussion on safeguards under
Agenda Item 2.5, the Conference concluded that:

a) in the liberalization process of international air transport, there is a continued need
for safeguards by some States due to the disparity in the stages of the development,
strength of air carriers, and geographical locations, as well as the need to ensure
sustainable development;

b) the guidance developed by ICAO on safeguard measures pertaining to effective
participation in international air transport, assurance of service and State
aid/subsidies, essential air services, and avoidance of unilateral action, continues to
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be relevant, and should be kept current and responsive to changes and States’
requirements; and

c) in regulatory practices, States should give due regard to the common interest of the
aviation community and the concerns of other States. Particular attention should be
given to the ICAO policy guidance on the avoidance of unilateral action that could
negatively affect the efficient and sustainable development of international air
transport.

2.5.4 Recommendations

Recommendation 2.5/1 — Safeguard Measures

The Conference recommends that:

a)

b)

d)

in the liberalization process, States should give due regard to the principles agreed upon by
the aviation community at the various ICAO fora pertaining to safeguard measures
designed to ensure the sustained and effective participation of all States in international air
transport, including the principle of giving special consideration to the interests and needs
of developing countries;

in regulatory practices, States should refrain from taking unilateral action that would
negatively affect the common interest of the aviation community and the efficient and
sustainable development of international air transport;

ICAO should actively promote and encourage States to use the relevant ICAO guidance on
safeguard measures in their regulatory practices, and to share with ICAO and other States
their experiences in liberalization; and

ICAO should continue to monitor developments with respect to safeguards, and should
keep related guidance current and responsive to changes and needs of States and, where
required, work with States, interested organizations and aviation stakeholders to develop
further guidance.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.6: Taxation of and other levies on international air transport

2.6.1 Documentation

26.11 The Conference considered Agenda Item 2.6 based on the following working papers:
WP/10 (Secretariat), WP/26 (presented by Bahrain on behalf of the Arab Civil Aviation Commission
(ACACQ)), WP/66 (World Tourism Organization (UNWTO)), and WP/75 (Airports Council International
(ACI) and International Air Transport Association (IATA)).

2.6.2 Discussion

26.2.1 There was general agreement that the proliferation of various taxes and duties on air
transport has a negative economic impact on the sustainable development of air transport and on the
protection of the consumer. The Conference expressed concern that the proliferation of taxes goes beyond
the current scope of ICAO policies on taxation of international air transport, as contained in Doc 8632,
ICAOQ Policies on Taxation of International Air Transport.

2.6.2.2 The Conference confirmed that ICAO policies on taxation in Doc 8632 remain valid and
that ICAO should vigorously promote them. It also recognized that there was value in States making use,
in bilateral agreements, of the optional regulatory arrangement proposed by the Secretariat on the
imposition of taxes on the sale or use of international air transport.

2.6.2.3 A view was expressed that States have sovereignty over taxation matters and that
governments should have flexibility regarding the pursuit of income from taxes, according to their
economic situation, and that air transport should not be exempted.

2.6.2.4 Also expressed was the view that all taxes applied should be fair, equitable and non-
discriminatory and that States should avoid imposing taxes where this could lead to market distortions. In
addition, a view was expressed that taxes are an impediment that divert revenues, which could be used to
improve the air transport system.

2.6.25 There was general support for ICAO to work with relevant organizations on assessing the
economic impact of taxes imposed on air travel and on the industry. However, a view was expressed that
it was for States to determine how to measure such impact.

2.6.3 Conclusions

2.6.3.1 As a result of the documentation considered and ensuing discussions on taxation of
international air transport under Agenda Item 2.6, the Conference concluded that:

a) the air transport industry has, in recent years, witnessed the proliferation of various
types of taxes and levies. This trend, coupled with the lack of transparency and
discriminatory practices against air transport vis-a-vis other modes of transport, is
causing serious concern within the industry, and will have a negative impact on the
sustainable development of air transport, ultimately affecting national economic
development, in particular in developing countries;
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b) notwithstanding the political and financial difficulties faced by many States and the
resulting pressure on regulators, airport operators and air navigation services
providers to accept the diversion of taxation, policy makers and national governments
are encouraged to consider measures to help improve the situation; and

c) ICAO has clear policies on taxation and user charges, which remain valid. States
should be urged to apply these policies in regulatory practices, in accordance with
Assembly Resolution A37-20, Appendices E and F. ICAO should continue to take
the necessary measures to enhance States’ awareness of its policies on taxation and
user charges and promote application more vigorously.

The Conference noted that States should give consideration to the following regulatory

arrangement to include in the Template Air Services Agreement (TASA) Article on Taxation as an option
for use at their discretion in air services agreements:

2.6.3.3

*“.... Each party shall undertake to reduce to the fullest practicable extent and make plans
to eliminate as soon as its economic conditions permit all forms of taxation on the sale or
use of international air transport, including such taxes for services which are not
required for international civil aviation or which may discriminate against it.”

This clause is an option for use by States at their discretion. States may instead choose to

use the arrangement in a Memorandum of Understanding (MoU) or a Memorandum of Cooperation
(MoC). These will be reflected in the Explanatory Notes along with the clause in the TASA Article on

Taxation.

2.6.4 Recommendations

Recommendation 2.6/1 — Taxation of International Air Transport

The Conference recommends that:

a)

b)

d)

States should apply ICAO policies on taxation in regulatory practices, in accordance with
Assembly Resolution A37-20, Appendix E. Since ICAO has clear policies on taxation,
which remain valid, States should ensure that the policies are followed by relevant
authorities in charge of taxation so as to avoid imposing discriminatory taxes on
international aviation which may have a negative effect on the competitiveness of the
aviation industry and impact States’ national economies;

States should avoid double taxation in the field of air transport;

ICAO should continue to take the necessary measures to enhance States’ awareness of its
policies on taxation and promote application more vigorously; and

ICAO should collaborate with relevant industry associations to develop analysis and
guidance to States on the impact of taxes and other levies on air transport.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.7: Economics of airports and air navigation services

Note: The Conference considered this Agenda Item in three parts: a) modernization of the aviation
system; b) funding of oversight functions; and c) infrastructure management.

a) Modernization of the Aviation System

2.7.1 Documentation

2.7.11 The Conference considered Agenda Item 2.7 a) based on the following working papers:
WP/19 and WP21 (Secretariat), WP/52 (presented by Ireland, on behalf of the European Union (EU) and
its Member States and by the other Member States of the European Civil Aviation Conference (ECAC)),
WP/101 (Member States of African Civil Aviation Commission (AFCAC)), WP/88 (Airports Council
International (ACI)), WP/74 (Airports Council International (ACI), Civil Air Navigation Services
Organisation (CANSO) and International Air Transport Association (IATA)).

2.7.2 Discussion

2721 There was general support for the Secretariat’s working papers on the modernization of
the aviation system. The Conference deemed that the current ICAO policies and guidance on charges
were relevant, including those on airport and air navigation services funding through user charges. Many
States were of the opinion that further guidance should be developed with regard to financing the air
navigation services block upgrades (ASBUSs). Other States expressed the view that there was no need to
develop further guidance as it was considered both premature and redundant to develop a new manual on
financing the air transport system. Further, it was expressed that creating a new manual with the intention
to complement the existing guidance material would likely be counterproductive and hinder ICAQ’s
efforts to promote the use of key funding principles contained in existing guidance.

2.7.2.2 It was noted that the future air navigation system will be complex and very costly, and
that there would be a need to develop new financing mechanisms. Support was expressed for work to be
undertaken on the schemes of economic incentives, “best equipped, best served” and “most capable, best
served” concepts, and performance-based approaches from a gate-to-gate perspective. Some States were
of the view that ICAO should develop new guidance material to address such issues, while others felt that
the relevance of the recently updated guidance material contained in ICAQ’s Policies on Charges for
Airports and Air Navigation Services (Doc 9082) and in the forthcoming fifth edition of the Manual on
Air Navigation Services Economics (Doc 9161) should be first assessed.

2.7.2.3 There was consensus on the need to establish a multi-disciplinary working group
composed of ICAO, representatives of States and all other interested parties in order to further consider
these issues. It was suggested that the working group could, initially, seek to determine the parameters
and definitions of, for example, service priority policies and ascertain the effectiveness of these policies.
Subsequently, the working group could consider how the policies might be applied in practice and,
finally, how they could be reflected in existing ICAO policies and other guidance material. The working
group could present its findings to the Airport Economics Panel (AEP) and the Air Navigation Services
Economics Panel (ANSEP) to determine if and how the existing guidance could be amended to
incorporate the findings of the working group. It was finally noted that determining whether such
practices are consistent with ICAQ’s policy on non-discrimination was necessary.
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2.7.3 Conclusions

2.7.3.1 As a result of the documentation considered and ensuing discussion on modernization of
the aviation system, the Conference concluded that:

a) ICAO policies and guidance on funding air transport infrastructure through airport
and air navigation services charges, through pre-funding of projects and through the
allocation of global navigation satellite system (GNSS) costs remain valid;

b) The relevance of the recently updated ICAO policies and guidance material contained
in ICAQ’s Policies on Charges for Airports and Air Navigation Services (Doc 9082)
and the Manual on Air Navigation Services Economics (Doc 9161) should be
assessed in the context of the modernization of the air transport system; and

c) A multi-disciplinary working group should be established in order to consider the
economic and operational challenges associated with the air navigation services
upgrades in particular, and with financing the air transport system in general.

2.7.4 Recommendations
Recommendation 2.7/1 — Modernization of the air transport system
The Conference recommends that:

a) States should continue to implement ICAQ policies and guidance that can be applied to
funding air transport infrastructure through airport and air navigation services charges;

b) ICAO, in cooperation with States, international organizations and the industry, should
establish a multi-disciplinary working group to consider the challenges associated with the
establishment of operational and economic incentives, such as service priority, to allow
early benefits of new technologies and procedures, as described in the aviation system
block upgrade (ASBUs) modules, to support operational improvements, while maximizing
safety, capacity and overall system efficiency, taking into account the specific needs
expressed at the Twelfth Air Navigation Conference (AN-Conf/12); and

¢) ICAO should undertake measures to ensure widespread awareness and knowledge of its

policies and guidance and other material related to funding infrastructure and ensure that
they remain relevant, current, and responsive to the changing situation.

b) Funding of Oversight Functions

2.7.5 Documentation

2.75.1 The Conference considered Agenda Item 2.7 b) based on the following working papers:
WP/7 (Secretariat), and WP/76 (Bangladesh).
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2.7.5.2 The following information paper was also noted by the Conference: IP/12 (presented by
Ireland, on behalf of the European Union (EU) and its Member States and Eurocontrol).

2.7.6 Discussion

2.76.1 Many States considered that the provisions on oversight functions included in ICAQO’s
policies on charges in Doc 9082 (namely safety, security and economic oversight) were sufficient. Other
States expressed that current ICAO policies addressed only airport and air navigation services but not the
funding of oversight functions at the State or regional level. It was therefore suggested that ICAO develop
further guidance material to cover charges for oversight functions at the State and the regional levels,
while ensuring that such charges do not duplicate charges already applied at the airport or the air
navigation services level.

2.7.6.2 The Conference was reminded of the discussion that took place at the 37th Session of the
ICAO Assembly regarding “safety charges”, noting that their application must be consistent with existing
ICAO policies on charges.

2.7.6.3 The Conference gave full consideration to a proposal to establish a $5 passenger-based
safety and security charge that would be collected by IATA and administered by the Technical Co-
operation Bureau of ICAO. Nevertheless, this proposal was deemed contradictory to ICAQO’s key
charging principles of cost-relatedness, transparency, non-discrimination and consultation with users. It
was noted that cost-effectiveness for oversight functions could be achieved through a regional approach
(for instance, through the establishment of, or the participation in, a regional safety/security oversight
organization).

2.7.7 Conclusions

a) the functions of safety, security and economic oversight are a State responsibility. To
fund such functions, States can chose government funds or charges. Indeed, for some
States with limited financial resources, it is not always possible or practical to use
Government funding;

b) the guidance developed by ICAO on funding of oversight functions at the airport air
navigation service provider (ANSP) level continues to be relevant and should be kept
current for use by States according to need. Based on ICAQO’s policies on charges in
ICAQO's Policies on Charges for Airports and Air Navigation Services (Doc 9082)
additional guidance was developed on funding of the safety oversight function at the
regional level through charges. Nevertheless, given the challenges associated with
funding oversight functions at the State and regional levels, ICAQO’s policies and
guidance should be further developed; and

c) the proposal for a passenger-based charge to fund safety and security oversight
activities was not in line with ICAQO’s policies on charges, in particular those
concerning  cost-relatedness of the proposed charges, transparency,
non-discrimination and consultation with users.
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2.7.8 Recommendations
Recommendation 2.7/2 — Funding of oversight functions
The Conference recommends that:

a) ICAO should continue to develop guidance material on the sustainable funding of the
safety and security oversight functions at the State level while monitoring the situation for
economic oversight funding, ensuring that users are not charged multiple times for such
functions; and

b) ICAO should further explore possibilities for the establishment of new mechanisms to
ensure the sustainable funding of the oversight functions at the State and regional levels,
including user charges that are in line with ICAO’s Policies on Charges for Airports and
Air Navigation Services (Doc 9082), taking into account the various situations encountered
by different States.

c) Infrastructure Management

2.7.9 Documentation

2.79.1 The Conference considered Agenda Item 2.7 c¢) based on the following working papers:
WP/6 and WP/9 (Secretariat), WP/92 (Republic of Korea), WP/88 (Airports Council International (ACI)),
WP/71, WP/72, and WP/73 (Civil Air Navigation Services Organisation (CANSO)), and WP/99
(International Transport Workers’ Federation (ITF)).

2.7.9.2 The following information papers were also noted by the Conference: I1P/2 (Secretariat),
IP/18 (Brazil) and 1P/16 (Indonesia).

2.7.10 Discussion

2.7.10.1 The Conference supported the Secretariat working papers on infrastructure management
and recognized the benefits of establishing autonomous entities to operate airports and air navigation
services. There was consensus regarding the positive effect of good governance and a meaningful, regular
and mutually beneficial consultation process between providers and users in the management of airports
and air navigation services. A view was expressed that all interested parties should be included in the
consultation process, including labour.

2.7.10.2 The results of the two ICAO surveys on the implementation of the Conference on the
Economics of Airports and Air Navigation Services Economics (CEANS) were noted, and ICAO was
requested to continue to collect information from States on the level of implementation of the policies on
charges for airports and air navigation services, and publish and regularly update this information in the
form of a Supplement to Doc 9082, as well as to monitor changes in airport and ANSP commercialization
and privatization.
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2.7.10.3 The Conference noted that non-aeronautical revenues are essential for the financial
sustainability of airports and that the majority of airports worldwide are suffering losses; with most
airports with traffic under one million passengers not breaking-even.

2.7.10.4 A proposal was put forward, according to which airports are not required to use non-
aeronautical revenues to reduce charges through the “single-till” and that airports may retain non-
aeronautical revenues to finance future investments. This proposal was supported by some States, while
many others were of the opinion that ICAQO’s policies on charges in Doc 9082 provide sufficient
flexibility for a State to select whether an airport should operate under a single-till, a dual-till, or a hybrid-
till arrangement. Another proposal was tabled for consideration by the Conference, arguing that economic
oversight of airports should be kept to a minimum. A view was expressed that States should ensure that
the interests of providers and users should be balanced through economic oversight and should be for the
protection of end-users.

2.7.10.5 Finally, the Conference encouraged ICAO to continue ensuring widespread awareness
and knowledge of its policies on user charges and its other guidance material.

2.7.11 Conclusions

27111 As a result of the documentation considered and ensuing discussion, the Conference
concluded that:

a) experience gained worldwide indicates that where airports and air navigation service
providers (ANSPs) are operated by autonomous entities, overall financial situations
and managerial efficiency have generally improved, and that good governance and
performance benchmark has driven performance upward and the private sector has
been essential for the development of airport and air navigation infrastructure
worldwide;

b) as illustrated in responses to the two ICAO surveys, the 2008 Conference on the
Economics of Airports and Air Navigation Services (CEANS) recommendations
have been implemented in most States that have responded to the survey; however,
the implementation rate of some specific recommendations needs to be improved;

c) with regard to airports, non-aeronautical revenues are essential for the financial
sustainability of airports worldwide;

d) ICAO’s policies on charges in ICAQO's Policies on Charges for Airports and Air
Navigation Services (Doc 9082)provide enough flexibility for States to decide
whether an airport should apply a single-till, a dual-till or a hybrid-till arrangement;
and

e) for relations and consultations with users to be mutually beneficial, there are a
number of fundamental principles, processes and tools that should be observed, and
Civil Air Navigation Services Organisation (CANSO) Guide to Customer
Relationship Management may serve as a reference document.
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2.7.12 Recommendations

Recommendation 2.7/3 — Infrastructure Management

The Conference recommends that:

a)

b)

c)

d)

States should consider the establishment of autonomous entities to operate airports and
ANSPs, taking into account economic viability as well as the interests of the users and
other interested parties, and ensure that the recommendations made at Conference on the
Economics of Airports and Air Navigation Services (CEANS) are implemented:;

States should promote quality air navigation services performance through good
governance;

ICAO should take relevant measures to ensure widespread awareness and knowledge of its
policies on user charges and its guidance material related to governance, ownership,
control and management of airports and air navigation service providers (ANSPs), and
ensure that they remain relevant, current, and responsive to the changing situation; and

ICAO should continue to monitor changes in airport and ANSP commercialization and
privatization, collect information from States on the level of implementation of the policies
on charges for airports and air navigation services, and publish and regularly update this
information in the form of a Supplement to Doc 9082.
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Agenda Item 2: Examination of key issues and related regulatory framework
2.8: Implementation of ICAO policies and guidance

2.8.1 Documentation

28.1.1 The Conference considered Agenda Item 2.8 based on the following working papers:
WP/16 and WP/24 (Secretariat), WP/61 (United States), WP/27 (presented by Bahrain on behalf of Arab
Civil Aviation Commission (ACAC)), WP/42 (presented by Morocco on behalf of a group of Arab
States), WP/63 (World Tourism Organization (UNWTO)), and WP/99 (International Transport Workers’
Federation (ITF)).

28.1.2 The following information paper was also noted by the Conference: IP/17 (Brazil).

2.8.2 Discussion

2821 The Conference unanimously recognized ICAQO’s leadership role in the economic
regulation of international air transport and in the development of comprehensive policy guidance. States
expressed support for ICAQ’s activities with respect to updating, enhancing and promoting its policies,
guidance and other material related to economic regulation. There was general support for the need to
keep ICAO principles, policies and guidance current and responsive to the changing situations and
requirements of States. There was also general support for ICAO to continue to promote awareness and
explore means by which to enhance the status of its policies for wider use and adherence by States.

2.8.2.2 Regarding a possible new Annex to the Chicago Convention, there was no consensus on
its development as of today. However there was general recognition of the usefulness of such an Annex to
enhance the implementation of ICAQ policies and guidance. One view expressed that the new Annex may
impinge on State sovereignty and be at odds with the need for States to liberalize air transport at their own
pace. The different nature between standards and recommended practices (SARPs) adopted in the
technical field and ICAQO guidance in the air transport field was also mentioned. Other States supported
the idea of establishing a new Annex but considered that such an undertaking would require further
consideration. Many delegates requested that this issue be considered jointly by ICAO and States with a
view to conducting analyses on the scope and content of a new Annex.

2.8.2.3 The Conference also unanimously supported the need to establish priorities for ICAO’s
work in the air transport field. Regarding the practicalities of such a prioritization, different views were
expressed. Some States considered that the Conference, in its earlier deliberations, had established the
following areas as priorities: market access, air carrier ownership and control, fair competition and
consumer protection; others suggested that the issues of infrastructure financing and taxation should also
be considered as priorities, stating that all ATConf/6 agenda items are of equal importance and
interrelated. It was suggested that these priorities should be established on the basis of usefulness, time
constraints, complexity of tasks, and available resources. Finally, it was agreed that air transport is a
priority for the Organization and that the new ICAQ Strategic Objective, namely Economic Development
of Air Transport, has equal status in importance as all other ICAO Strategic Objectives.

2.8.24 It was also pointed out that during the Twelfth Air Navigation Conference (ANConf/12)
and the High-Level Conference on Aviation Security (HLCAS), no prioritization had been carried out. To
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assist ICAO in this prioritization, it was suggested that a State letter be disseminated requesting views on
the priority issue. Considering the limited time available, the proposal was not considered realistic within
the existing time frame leading to the 38th Session of the ICAO Assembly.

2.8.25 Finally, the meeting was reminded that according to ICAO procedures, the priorities
should be established by the ICAO Council.

2.8.2.6 The proposal to develop an electronic arbitration mechanism for dispute settlement in
national legislation was discussed by the Conference but there was no support expressed for the proposal.

2.8.2.7 A view was expressed that ICAO should recognize the interests of aviation workers in its
guidance material.

2.8.3 Conclusions

2.8.3.1 From the documentation and ensuing discussions on the implementation of ICAO
policies and guidance under Agenda Item 2.8, the Conference concluded that:

a) air transport is a priority, as already recognized by the Council which adopted a new
Strategic Objective: Economic Development of Air Transport. The leadership role of
ICAO in economic regulation of international air transport, and in the development of
comprehensive policy guidance to assist States in the creation of a favourable
regulatory environment for the sustainable development of air transport and for the
benefit of all stakeholders, is indisputable;

b) ICAO policies and guidance material on the economic aspects of international air
transport regulation remain relevant but need to be kept current and responsive to the
changing situations and needs of States and aviation stakeholders;

c) there is a need for ICAQ, in cooperation with the industry, to ensure widespread
awareness and improved implementation of its policies as well as use of its guidance
material on economic regulation; and

d) there is a need for ICAO to conduct analyses on the scope and content of a possible
Annex to the Chicago Convention on sustainable economic development of air
transport, and to work jointly with States on the usefulness and feasibility of such an
Annex, including exploring other acceptable solutions.

2.8.4 Recommendations
Recommendation 2.8/1 — Implementation of ICAO policies and guidance

The Conference recommends that:

a) States should recognize the importance and relevance of ICAO policies and guidance and
give due regard to them in regulatory practices;

b) States should exert all efforts to ensure adherence to commitments relating to provisions of
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Assembly Resolutions in the air transport field,;

States are encouraged to incorporate ICAO principles, policies and guidance in national
legislations, rules and regulations, and in air services agreements;

ICAO should continue to promote its policy guidance on the economic regulation of
international air transport, and encourage States to use such guidance in their regulatory
practice;

ICAO should ensure that policies, guidance and other material related to economic
regulation remain relevant, current, and responsive to changing situations and requirements
of States;

ICAO should, in cooperation with States, continue to consider additional ways and means
by which to enhance the status of its policies for the sustainable economic development of
the air transport system, and should assess the value of a possible new Annex to the
Chicago Convention on sustainable economic development of air transport, or other
acceptable solutions; and

ICAO should establish priorities for its future work in the economic regulation of air
transport on the basis of the recommendations of the Conference.
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Opening remarks by the President of the Council of
the International Civil Aviation Organization (ICAQO), Mr. Roberto Kobeh Gonzalez,
at the Opening Session of the Sixth Worldwide
Air Transport Conference

(Montréal, 18 March 2013)

On behalf of the Council and the Secretary General of ICAO, | am delighted to welcome
you all to the Sixth Worldwide Air Transport Conference.

An Air Transport Conference is convened approximately every ten years. The purpose is
to update ICAO policies for the long-term growth of international civil aviation. At the fifth conference in
2003, we focused on liberalization. This year, we take a giant step forward and consider the overall
sustainability of air transport.

By sustainable, we mean safe, secure and environmentally friendly operations, for both
passenger and cargo traffic, that provide airlines, airports, air navigation service providers (ANSPs) and
other partners of the air transport value chain with a reasonable expectation of profitability. It also means
supporting competitive economies and promoting balanced regional development.

We have done well in the first three categories. Aviation is as safe as it has ever been,
with 2012 the safest year in history in terms of fatalities. Aviation is also as secure as ever, with many
valuable lessons learned from the events of 9/11. And today’s modern aircraft are by far quieter and more
energy efficient than their predecessors. In these three areas, we are committed to keep improving on this
solid performance.

Where we have not done so well is in facilitating the profitable growth of the sector.

Aviation currently maintains around 60 million jobs worldwide, generates more than
2 trillion dollars in economic activity and carries annually more than half of the 1 billion international
tourists. Air transport is more than ever an essential driver for economic, social and cultural development
across the globe. And it is projected to keep growing.

ICAO’s long-term forecast is for scheduled traffic to more than double by the year 2030,
from 2.9 billion passengers last year to more than 6 billion. The number of departures should also double,
from 30 million to 60 million a year over the same period. On the cargo side, the total value of goods
transported by air represents 35 per cent of all international trade and 0.5 per cent by volume, a trend that
is expected to continue in the future.

The potential benefits of growth are enormous — but there is a good chance that they
won’t fully materialize unless we create the appropriate context for an economically sound global air
transport system for all stakeholders.

That sets up our challenge for the next five days — to come up with practical and concrete
recommendations for adapting the global regulatory framework to the realities of the 21st century.

One of the critical issues we will address is market access. It is fundamental to an
efficient global air transport system, yet it is currently highly constricted. We must respond to the
persistent requests for greater freedoms for the industry and for a multilateral approach to eventually
replace the prevalent bilateral system.
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A related and equally pressing issue is air carrier ownership and control. More flexible
rules are needed for airline designation and authorization, foreign investment in national airlines, and
airline access to international capital markets.

We need to propose measures to support the financial health of the air transport industry.
For example, profitability differences between air carriers and other stakeholders of the air transport value
chain must be minimized or eliminated if sustainability is to be achieved.

At the same time, growing competition among airlines and between airline alliances,
coupled with an increase in concentration in some markets, have raised concerns over fair competition.
And as liberalization expands around the world, safeguards will continue to be needed to promote the
sustainable and effective participation of all States in the global marketplace, particularly developing
countries.

Let us not forget the passenger. Consumer protection is more widespread today in many
parts of the world, but there are no global rules. On the issue of price transparency, how do we encourage
convergence of national or regional schemes towards an international model?

Another widespread and complex barrier to sustainability is taxation. States are
increasingly imposing taxes and levies on air transport service providers and users. The reasons may be
legitimate, but they still have a serious detrimental impact on the growth of air travel.

Then there is the financing of huge investments in airport and air navigation
infrastructure. In many cases, this will involve the private sector, which raises a number of crucial
governance guestions, including State responsibilities under the Chicago Convention.

As you can see, the table has been set for what | expect to be nothing less than a
fundamental rethinking of our global regulatory framework.

In my opinion, we must begin with the preamble to the Chicago Convention. It clearly
refers to States agreeing to certain principles and arrangements so that international civil aviation may be
developed in a safe and orderly manner — and that international air transport services may be established
on the basis of equality of opportunity and operated soundly and economically.

This is an extraordinarily lucid, comprehensive and visionary description of sustainable
air transport.

Acrticle 44 of the Convention provides direction for the pursuit of sustainability. Among
the objectives it sets for ICAO are to:

a) meet the needs of the peoples of the world for safe, regular, efficient and economical
air transport;

b) prevent economic waste caused by unreasonable competition; and,

c) ensure that the rights of Contracting States are fully respected, and that every
Contracting State has a fair opportunity to operate international airlines.

While the intent of these words written almost 69 years ago remains intact, the world in
which we live has changed profoundly and irreversibly. In today’s globalized economic and trading
environment, it is our responsibility as regulators to question any outdated position or thinking that
prevents us from establishing an operationally and financially robust aviation sector.
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ICAO has already taken a number of major steps in that direction. The Council recently
approved a new Mission Statement for the Organization, which is to “Achieve the sustainable growth of
the global civil aviation system”.

The Council also approved a new Strategic Objective titled “Economic Development of
Air Transport: Foster the development of a sound and economically-viable civil aviation system.” It
focuses our energies and resources on establishing policies and guidance on air transport regulation,
infrastructure management and economics of aviation activities, including consumer protection, taxation,
fair competition and user charges. It includes facilitating access to funding for aviation infrastructure and
financing of the air transport system as well as for economic regulation and oversight.

Before | conclude, | want to stress the following point. Over the years, air transport
conferences like this one have developed practical and comprehensive policies and guidance for States on
the economic regulation of international air transport. For some reason, however, they are not
implemented as widely as they should. I am concerned about this. Is it because they are not binding? Is it
because they are not communicated and promoted well enough? Or do we need more practical tools to
enhance their effectiveness?

I would like you to reflect on these questions and suggestions. | want to hear proposals
that will encourage States to incorporate ICAO principles, policies and guidance in their national
legislations, rules and regulations, and in air services agreements. This will significantly increase the
effectiveness of your work here.

Together, we have one week to transform the global regulatory framework. We have five
days to formulate a set of recommendations to the next ICAO Assembly in September 2013 that can alter
the future course of international civil aviation for decades to come.

It is an opportunity given to very few people in the course of a lifetime. How far we go
down that road depends on all of us in this room, on our commitment to change and on our involvement
in the discussions.

Above all, let us not forget who we are doing this for. It is for the citizens of the world
who, directly or indirectly pay for the services that we provide, either by purchasing tickets or through
their taxes. We have a responsibility to uphold their trust in us.

In the spirit of international cooperation, we at ICAO are working in close cooperation
with our usual partners, including international organizations, regional commissions and the industry as a
whole, especially with the World Customs Organization for cargo issues and the World Tourism
Organization for tourism matters.

I am now happy to give the floor to my dear friend, Dr. Taleb Rifai, Secretary General of
the World Tourism Organization.
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Address by the Secretary General of
the World Tourism Organization (UNWTO), Mr. T. Rifai,
at the Opening Session of the Sixth Worldwide
Air Transport Conference

(Montréal, 18 March 2013)

Thank you, Mr. President, for giving me the opportunity to address this distinguished
gathering at the outset of such important deliberations on fundamental international air transport policy
iSsues.

I recognize, and appreciate, the privilege that this represents and | truly believe it reflects
a growing recognition of the intrinsic symbiosis between air transport and tourism.

It is also the expression of a growing need to think beyond sectorial “silos” and work
closer together. This is Mr. President the only way forward if we are to ensure that air transport and
tourism play their part in building the foundations of a more sustainable society in all its three pillars -
social, economic and environmental.

Dear Friends

ICAO and UNWTO, sister agencies within the United Nations system, are the global
inter-governmental bodies responsible, respectively, for aviation and tourism. As such, it is our obligation
to lead by example and show the way for closer and more effective cooperation at all levels.

I am indebted to my good friend Secretary General Raymond Benjamin and to ICAQO’s
Director of the Air Transport Bureau, Mr. Boubacar Djibo, for recognizing the need for closer
collaboration between ICAO and UNWTO and for taking such important steps in making such
cooperation possible.

This, my friends, is I believe a defining moment — one which can set air transport and
tourism on a path of converging policy on matters of commonality with considerable mutual benefits.

Aviation and Tourism: drivers of economic growth and sustainable development

In 2012, over one hillion international tourists travelled the world for the first time in a
single year. Over half these tourists arrived at their destination by air, with much higher proportions in
long-haul destinations, particularly landlocked and island developing countries.

In their voyages, these tourists generated USD 1.3 trillion dollars in exports for the
countries they visited, close to 6 per cent of the world’s exports of goods and services or 30 per cent of
service exports alone.

Tourism, which many do not know includes both business and leisure travel, means jobs
(1 in 11 jobs worldwide), business opportunities for small and medium enterprises, the renewal of urban
and rural areas and, if properly managed, the preservation and promotion of our natural and cultural
heritage. Crucially, tourism means poverty reduction. It is enough to mention that all the countries



Appendix A — Opening addresses 45

graduating from the status of Least Developed Countries (LDCs) have tourism as one of their major
economic activities.

Tourism has gained particular relevance in emerging economy destinations. Today,
nearly half of the one billion international tourist arrivals are to emerging and developing economies,
where those arrivals create and maintain jobs and income for those most in need, and its share is expected
to expand.

UNWTO forecasts international tourists to emerging economies to grow at double the
pace of arrivals in advanced economies over the coming 20 years (4.4 per cent versus 2.2 per cent). At
this rate, emerging economies will overtake advanced ones in terms of international tourist arrivals by
2015 and will be receiving over one billion arrivals by 2030.

Tourism is thus a fundamental pillar of the socio-economic progress of developed,
emerging and developing economies alike, as so is aviation.

Yet, the growth and expansion of this global phenomena we call tourism would not have
been possible without air transport.

The extraordinary progression of international tourism over the last decades — from
25 million tourists in 1950 to over one billion in 2012 — is as much due to advances in air transport as to
the rise of the middle class, the growing wealth in industrialized and emerging countries, and the forces of
globalization. By the same token, the growth of air transport is intrinsically connected to the expansion of
tourism, an expansion set to continue — by 2030, UNWTO forecasts international tourist numbers to reach
1.8 billion, 52 per cent of which will arrive at the visited destinations by air.

UNWTO and ICAO: acting beyond the silos

UNWTO has worked closely with ICAO since we entered into a Working Arrangement
in 1978 which established that we should consult each other on questions of common interest to ensure
the best possible coordination and avoid duplication of efforts.

More recently, in 2010, our collaboration was strengthened through a Memorandum
which clearly identifies several areas of mutual interest and action. Today, | would like to speak about
just three of them which are on the Agenda of the present Conference.

First, connectivity and economic regulation. Access by air is key for both developed and
developing countries, and consequently, so is air transport market liberalization.

Yet, air service reciprocity continues to take precedence in too many countries over an
assessment of the broader economic and social benefits of open markets. Separate sectorial policies on air
transport and tourism result in a fundamental, and too often even conflicting, disconnect which constitutes
a severe constraint on the development of travel and tourism and thus of its socio-economic benefits.

Today, these ongoing market access constraints are magnified when translated to tourism,
with substantial ramifications for major economies and small tourism destinations alike. For many of the
world’s poorest countries tourism is, or has the potential to be, their major export; but without attractive
air services the benefits of tourism for these countries remains limited.
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Studies from the World Bank have shown that the measure of connectivity is closely
correlated with important economic variables including the degree of liberalization of air transport
markets. Air connectivity could be improved through carefully designed regulatory liberalization
encompassing market and capital access in the context of tourism and trade, notably in terms of more
“open skies”, freeing up air carrier ownership and control restrictions, and developing a framework
“beyond bilateralism”.

While the regulatory responsibility lies with sovereign States, ICAO has played a
leadership role in air transport liberalization since its first Air Transport Conference in 1977, providing
increasingly comprehensive guidance for progressive liberalization to be determined by each State at its
own pace. Over the past five Conferences, the approach has moved from “whether to liberalize” to “how
to liberalize”. This has produced a wealth of guidance but perhaps still less implementation than desired.

At its last meeting, UNWTQO’s Executive Council specified policy limitations on
connectivity as a central hindrance to a stronger tourism growth, and established improving connectivity,
and notably air connectivity, as a priority for the work of the Organization, to be pursued with ICAO. In
this respect, UNWTO would be very much in favour of seeing the discussion on the regularly framework
move, with due safeguards, to a clear decision of “let’s liberalize”.

To my second key issue, taxes and other levies. While properly constituted taxes and
duties are a fundamental and legitimate fiscal tool of governments worldwide, there is a growing concern
regarding a proliferation of levies on both air transport and tourism.

While the industry should naturally contribute its due, this trend can actually produce a
net damage to the economy, in particularly in those destinations which are so dependent on air travel. In
many cases, taxes and duties are a clear market distortion and a trade barrier as they hamper fair
competition between destinations.

This issue needs to be addressed, as with connectivity, by collectively positioning the
benefits of air transport and tourism, with cross-silo analysis and guidance to States on the impact of taxes
and other levies and by searching, as much as possible, for global solutions that ensure a level playing
field such as the one ICAQ is currently working on to address the issue of aircraft emissions.

The third issue is that of consumer protection. There is an insufficiency of binding rules
at the global level governing the rights and obligations of tourist consumers and travel organizers.
UNWTO has initiated a process, with the participation of ICAO, to draft an international convention
dealing with the key scope elements identified, including non-binding provisions.

UNWTO has naturally no intention to substitute or duplicate any related regulatory
frameworks which have been already adopted by the European Union or other international organizations
such as ICAOQ. This project should contribute to a better protection of both tourists and tourism service
providers worldwide by making international and multilateral some of the standards already existing and
functioning effectively.

An integrated, collective vision for travel and tourism

As tourism numbers continue to rise, creating more jobs, trade and development, tourism
is gaining increasing recognition at national and international levels. This recognition is also increasingly
seen on the international stage, with tourism gaining new relevance in the international development
agenda.
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World leaders meeting at two major summits last year, the United Nations Conference on
Sustainable Development (Rio+20) and the G20, agreed that tourism can make an important contribution
to many of the world’s most pressing challenges.

At the Rio+20 Conference world leaders agreed that tourism can “make a significant
contribution to the three dimensions of sustainable development, has close linkages to other sectors, and
can create decent jobs and generate trade opportunities”. In the same month, the world’s leading
economic powers met in Mexico at the G20 Summit to forge the global path to recovery. In their final
declaration, these leaders recognized, for the first time in the 13-year history of the G20, “the role of
travel and tourism as a vehicle for job creation, economic growth and development”.

Tourism represents air transport’s primary, indeed dominant, end user. And tourism is
increasingly dependent on air transport. If we are to fulfill these expectations, tourism and air transport
need to come closer and work towards an integrated policy position on common issues.

Dear Friends

In spite of recent strides, tourism, the same way as air transport, is often not fully
recognized for its value in delivering social and economic benefits and is therefore subject to policies
which limit its capacity to grow sustainably.

Speaking as one on the benefits of connectivity and liberalization, on unsubstantiated and
harmful taxes, on the rights and obligations of tourist consumers and travel organizers, or on many other
areas such as visa facilitation or climate change mitigation, will make our case stronger.

Ensuring coordination amongst airlines, tourism destinations and airport authorities
supported, at national level, by the appropriate government direction, and at the global level, by the joint
work of UNWTO and ICAO, will help us positioning travel and tourism as a strategic sector, with air
transport at its core.

UNWTO is fully committed to the new dimension of fostering closer cooperation and
collective action between tourism and air transport at the international level.

This Conference can be instrumental in making my defining moment come to pass and |
trust you share the same feeling.

I wish you all the very best for your deliberations over the next five days and stand ready
to work with you in ensuring we do play our part in what we want to be a better future for all.

Thank you. Merci.
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Address by the Chairperson of the Air Transport Committee (ATC),
Ms. K. Macaulay,
at the Opening Session of the Sixth Worldwide Air Transport Conference

(Montréal, 18 March 2013)

I have the honour and the pleasure in my capacity as Chairperson of the Air Transport
Committee to join the President of the Council in welcoming you to Montréal and to the Sixth Worldwide
Air Transport Conference.

I echo Mr. Kobeh’s sentiments in suggesting that this ICAO air transport conference
gives us a unigue opportunity to transform the global regulatory framework. Planning the sustainability of
air transport is a vast and complex undertaking that will require the combined wisdom, expertise and
goodwill of everyone in this room.

By your very presence here, from 131 States and 39 international organizations, you
show that you are committed to shaping a regulatory environment that makes it possible for us to provide
safe, regular, efficient and economical air transport for years to come. This much needed modernization
will also respond to the growing demands of users in a rapidly evolving global marketplace.

As a measure of its commitment to the process, ICAO prepared extensively for this high-
level meeting-of-the-minds. For close to one year, it engaged in a global dialogue with the world aviation
community to fully understand the key issues and concerns of States, industry and users.

In April 2012, the Organization convened an International Air Transport Symposium that
explored the barriers to air transport sustainability. Out of that interactive forum emerged preliminary
strategies that were tested and further developed during six regional seminars and two meetings. The
sessions were intended for both States and industry and were held beginning last July in Rabat, Buenos
Aires, Martinique, Senegal, Paris, Ottawa, Washington and, finally, in Hong Kong in January of this year.

Feedback from these exploratory sessions was highly substantive and enlightening. The
various views and opinions expressed were instrumental in fine tuning the documents and presentations
that will form the basis of our discussions this week on specific policy proposals, all designed to ensure
the long-term sustainability and economic development of the global air transport system.

The final element of our preparatory work was the Pre-conference Symposium held
yesterday and which many of you attended. | personally found it quite stimulating in delving into the
main sustainability policy perspective of all stakeholders in the air transport chain. We wanted
participants to be candid, provocative and constructive. We were well served on that score.

| take this opportunity to thank the panelists and moderators for their willingness to take
us out of our comfort zone and consider new ways of looking at an aging reality. This is what the
President was referring to a few moments ago when he called on us to adapt our thinking and actions to
the realities of the 21°' century.

There is a powerful image that comes to mind when | think of changing our point of
view. When ICAO was created in 1944, what did we see on a map of the world? Geographical and
political boundaries. That had been the case for centuries and we shaped our thinking around that concept
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of the world. When we saw our first picture of earth taken from outer space, the political boundaries had
disappeared. We saw the blue planet in a totally new way. Perhaps the astronauts understood better what
the American philosopher and inventor Buckminster Fuller meant when he referred to our planet as
Spaceship Earth — where there are no passengers, only crew. We all have to do our share to make it work.

I am heartened by the fact that air transport has consistently demonstrated its resilience
over the years, in the face of often grave and seemingly insurmountable challenges. Many of us can recall
the devastating effects of the first oil shock in the mid-70s, the deep recession of the early 90’s, the Asian
crisis in 1997, the terrorist attacks in the U.S. on 11 September 2001, the severe acute respiratory
syndrome (SARS) outbreak in 2003, and the 2008 to 2009 world financial crisis, to name but a few.

Throughout all of these hardships, global air transport not only survived, but grew. In fact
it has doubled in size every 15 years since 1977. This growth highlights how fundamental a thriving air
transport sector is — not only to economic prosperity — but to economic recovery and development too.

In closing, | want to emphasize how important the outcomes of this Conference will be to
the Air Transport Committee which | have the privilege to Chair. Over the coming months, our work
programme will focus on ICAQO’s role in promoting the sustainability and economic development of air
transport, in line with ICAO’s recently-adopted Mission and new Strategic Objective in this area. For that,
we must have access to the latest thinking and intelligence and much of that will come from the
deliberations and recommendations of this Conference.

Ladies and gentlemen, we are engaged in a common venture — to provide States with
timely and comprehensive policy guidance, and to encourage States to use that guidance according to
their needs and circumstances on a national, bilateral, and multilateral basis.

I thank you in advance for your contribution to this effort and | wish you all a most
productive and stimulating Conference!
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Closing remarks by the Chairperson of ATConf/6

(Montréal, 22 March 2013)

Distinguished Delegates,
Ladies and Gentlemen,

I would first like to take this opportunity to express my gratitude not only for electing me
as Chairperson of the Conference but also for your active and valuable contribution to the debate that has
allowed this meeting to be a great success.

More than 1.000 participants from 131 States and 39 observer organizations attended this
Conference. This unprecedented participation highlights the relevance of this event and its paramount role
in shaping the future of international air transport.

I want also to commend the Secretary General of ICAO, Mr. Raymond Benjamin and the
Secretary General of the World Tourism Organization (UNWTQ), Mr. Taleb Rifai, for their initiative to
issue, for the first time in the history of both Organizations, a Joint Statement on Aviation and Tourism,
demonstrating their willingness to maximize the synergies between their respective sectors.
What have we heard during these 5 days?

We have heard your call for ICAO to exercise a stronger leadership role in air transport
economics and regulation as a whole.

We have heard your call to address air transport issues in a global, comprehensive and
coherent way.

We have also heard the call for increased and improved cooperation between
stakeholders. We have heard your exhortation for dialogue between all stakeholders in the air transport
value chain.

But most importantly, we have heard your call for a paradigm shift.

And indeed, this shift is happening as we speak.

Even if it took time to achieve consensus on certain issues, we have agreed on the most
important: we can succeed only if we work together.

And the Conference produced significant outcomes in several areas.

Many challenges lie ahead of us:

e as we craft new international agreements on cargo air transport and airlines
ownership and control,

e as we prepare core principles on consumer protection; and
o as we seek to embrace compatibility in competition matters.
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Together we have established the foundations for change that will secure the sustainable
development of air transport. This a paradigm shift away from a fragmented aviation world toward a
much more seamless, efficient and integrated world. One example of this integration is the participation
of the World Tourism Organization to our efforts, securing the foundations for stronger cooperation and
collective action between tourism and air transport at the international level.

I wish to thank States and industry partners who have agreed to commit time, energy and
resources to contribute to the formulation of this global strategy.

With that, ladies and gentlemen, before closing | also wish to commend the considerable
efforts of the ICAO Secretariat in organizing this Conference and assisting participants, notably
interpreters, translators and all staff who work behind the scene.

As was highlighted during the Pre-Conference Symposium last Sunday, we are and will
always remain a community of linked interests.

I wish everyone a safe voyage home and declare this Sixth Air Transport Conference
officially closed.
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