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Are you ready for the new Atol charge?

From April 1, 2008, the bonding system for most companies will cease and travel firms selling packages will
be expected to collect £1 for every customer.

That money will go towards providing consumer financial protection, and to replenish the Air Travel Trust
Fund, which is currently £20 million in the red.

In a series or articles Andrew Burnham, from accountancy firm Maclntyre Hudson, explains what the new Atol
changes mean for your business.

This week he looks at the likely financial impact of the APC replacing bonding for most established licence
holders.

Will I still have to bond?

Bonds for most licensed travel businesses will be released immediately after April 1%. However, there are a
number of circumstances where the CAA will require a financial bond to be lodged with them as additional
protection against failure, as follows:

In event that your existing Atol renewal date is September 2008 and your current bond insurer will not
make a partial refund of your premium the CAA have agreed that APC will not apply until October 1
For all new Atol applicants for their initial 4 years under APC

Up to 500 of the established 2500 Atol holders may still be required by the CAA to maintain a bond
and/or personal guarantees due to the risk rating applied to them. Factors that increase risk rating
include:

- overseas ownership

- non-travel activities within business group

- lack of timely/accurate CAA reporting

- history of ‘over-trading’ on authorised passenger numbers
- CAA concerns over management track record

- Loss making businesses

- Under capitalised companies
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What is the likely effect of APC on the financial position of my business?

The ‘pay as you go’ collection system for APC (which we covered last week) compares favourably with the
existing ways in which bonds have been provided to date. These have involved either pledging assets to
banks to provide financial guarantees or funding, often significant, annual premiums for insurance backed
bonds. It follows that Atol holders that are permitted by the CAA to release their bonds will gain a significant
financial advantage over those that will still be required to bond.

The financial position for new entrants to Atol and those excluded from releasing their bonds looks
increasingly difficult with:

a near collapse in the insurance bond market leaving a shortfall in providers
substantially increased premiums for those that do find a provider

likelihood of personal and group guarantees

alternative of significant capital input or asset pledging

A real danger exists of a two tier travel market with APC participants well placed to take the commercial
advantages that follow the greater regulation applying to them.

This article was originally printed in TTG and is available on their website



