
RECORD OF MEETING 

between 

ACCC and Qantas Airways Limited 

1 March 2007,9:00 am 

Present 

ACCC: 
Isabelle Arnaud, Director, Adjudication Branch 
Ilona Balint, Project Officer, Adjudication Branch 

Qantas: 
Jill Henderson, Deputy General Counsel - Competition 
Sarah Udy, Senior Corporate Lawyer - Competition 
Peter Kelly, General Manager - Distribution Strategy and Planning 

Isabelle Arnaud provided an overview of, and background to, IATA's applications for 
authorisation A91020-22 in relation to certain aspects of the Passenger Agency 
Program. IA indicated that the purpose of the meeting was to discuss Qantas' view on 
the program and more generally Qantas's dealings with travel agents. 

Background to the industry 

Qantas indicated that the airline industry has faced rapid changes over the past 10-1 5 
years. These changes have primarily been driven by advances in technology. This 
encourages competition, not only between airlines but also for travel distribution. 
Qantas commented that the rate of change has accelerated following 911 1, SARS, the 
collapse of Ansett, the rapid expansion of low cost carriers (LCCs) and the increase in 
broadband access to the internet. 

Qantas commented that LCCs operate a very different model. These carriers do not 
participate in the BSP system. They are "ticketless" airlines (ie. they do not produce 
e-tickets in the normal manner, but instead attach an accounting record to the 
passenger name record. However, externally the customer would see it as the same as 
e-ticket). LCCs use a different distribution model and their processing of transactions 
is quite different from traditional carriers. The majority of travel agent bookings are 
made on an agent version of the LCC website although LCCs are now also 
distributing on the GDS to expand its distribution. In both cases, the airline sends an 
accounting record using its own system. This means that an accredited agent is not 
required to issue the ticket. At the same time, traditional carriers are moving from 
paper tickets to e-tickets. 

The IATA Passenger Agency System has a historical background which was to 
facilitate multi-airline global air travel. Qantas commented that the IATA Passenger 
Agency Program systems represent a core platform and is still as relevant today as 
before. 



Qantas commented that about 99% of licensed agents are part of a larger travel 
agency group, more often as franchisees. Qantas indicated that a lot of consolidation 
is occurring in the travel agency industry, with for example acquisitions by S8 of a 
number of travel agency groups and S8 itself being acquired by MFS. 

Qantas ' dealings with travel agents 

Overall, Qantas has a strong pro-agency policy and travel agent-friendly approach. 

Qantas indicated that it has a multi-channel distribution strategy, involving indirect 
channels such as travel agents and direct channels such as online and telephone sales; 
however, travel agents are still the most important channel, particularly for 
international bookings. Qantas still has a high dependency on travel agency sales. 
Qantas wants to make it easy for agents to book Qantas. 

Qantas noted the importance of travel agents for international travel and that a large 
proportion of sales of Qantas international airfares occurs through travel agents. 
[Excluded from public register] Qantas commented that the percentage mix of direct 
sales versus agent sales has remained fairly static, but the mix of onlineloffline within 
each of these channels has varied. 

Qantas also indicated a global trend towards consumers using an online travel agency. 
For example in Europe and the United States, there has been a massive increase in 
online travel agents' volumes through the likes of Orbitz, Expedia, Travelocity and 
many others. Qantas commented that there could be a similar evolution in Australia. 
Qantas noted that "bricks and mortar" agency groups are also developing a presence 
online, becoming "clicks and mortar" travel agencies. Flight Centre is a case in point. 

Qantas commented that within the holiday arena travel agents provide value added 
services, and air-travel is only one component of their business. 

Qantas indicated that with the changing industry and introduction of low cost carriers, 
an unbundling of costs has occurred. Commissions have generally been removed 
from tickets and travel agents have moved to a fee for service regime. Remuneration 
of agents has therefore become increasingly transparent. Qantas indicated that the 
practice in Australia has been for an agent to charge a flat fee. Qantas commented 
that the costs to the airlines vary when using different distribution channels. 

Qantas indicated that they liaise closely with agents. Qantas has a multi-level 
approach to direct consultation, from the heads of large agency chains, either wholly 
owned or franchisees, down to the consultant level. Qantas also values its relationship 
with the Australian Federation of Travel Agents (AFTA). As Qantas is the largest 
carrier in Australia, the agency marketplace monitors Qantas developments. 
Similarly, Qantas endeavours to keep AFTA abreast of issues. 

Qantas indicated that all travel agents in Australia, except those in the Northern 
Territory, have to be licensed, and have to contribute to the Travel Compensation 
Fund (TCF). All licensed agents are permitted to make bookings. However, only 



accredited agents are authorised to issue tickets. Non-accredited agents can make 
bookings, but have to go through an accredited agent to have tickets issued. 

Qantas indicated that non-accredited travel agents can also use Qantas' online trade 
site to make bookings and issue tickets; however, this only relates to domestic airfares 
for payment by credit cards. Only a small volume of tickets are issued this way. 

IATA Passenger Agency Program 

Qantas indicated that the Passenger Agency Program benefits travel agents, the 
travelling public and airlines. Qantas considers that the program is working well. 

Benefits to travel agents 
Qantas indicated that accreditation gives agents an authorisation to issue tickets on 
behalf of over 400 IATA airlines. Therefore, the Passenger Agency Program is a set 
of rules to authorise agents to issue tickets on behalf of the airlines. The agents get an 
unlimited line of credit of between 7 to 14 days. 

The Passenger Agency Program enables administrative efficiencies as agents are able 
to issue tickets for a multitude of airlines. Agents do not have to have access to the 
individual booking system of each airline, hold each airline's ticket stock or 
individually report sales and then remit monies owing to each airline under potentially 
different rules. 

The Passenger Agency Program provides for neutral ticket stock. Each ticket is then 
validated by the agent to one airline when a sale is made. 

Overall Qantas considers that the benefits to the agents are: 
neutral ticket stock 
remit funds owing against sales made only once per week and to a 
single central authority 
single process of accreditation 
automatic and unlimited line of credit once agents are accredited 
single set of rules that applies to issuing tickets, reporting sales and 
remitting funds for all airlines. 

The Passenger Agency Program BSP allows credit card transactions where the airline 
is the merchant in the transaction. Qantas indicated that in its sampling 90% of credit 
card transactions undertaken are where the airline is the merchant. This means that the 
airline pays the merchant service fee. The airline also carries the risk and hence bears 
the cost of any fraudulent or disputed transaction being reversed unless the agent is 
negligent (eg accepted a card that was black-listed because it has been reported lost or 
stolen). 

Qantas is presently the only carrier to accept credit cards on all fare types, including 
net fares. 



Benefit for the travelling public 
The travelling public can deal with a single entity who can make bookings and 
facilitate ticket issuance within their premises for a variety of carriers within an 
itinerary. 

Qantas indicated any ticket issued by an accredited travel agent must be honoured by 
the airline, even if the agency has become insolvent and the airline knows it will not 
recover the fare. This provides protection for consumers but is a risk to the airlines. 
The airlines are exposed to insolvency or fraud on the part of the agents. 

Qantas indicated that the TCF provides some degree of protection for consumers 
against agency insolvency, but it does not cover the airline exposure. This primarily 
relates to the consumer exposure when they have paid for a ticket but the ticket has 
not yet been issued and the agent becomes insolvent 

Because of the airline exposure, Qantas indicated that its biggest focus is on the credit 
criteria as part of the accreditation process. \Excluded from public register] For this 
reason, while the Passenger Agency Program provides accredited agents with 
authorisation to issue tickets, Qantas reserves the right to conduct its own credit 
checks on agents. 

Qantas indicated it is Qantas' policy to conduct basic credit checks for every new 
agent at no cost to the agent. Qantas also conducts the same credit checks for all new 
overseas travel agents. Qantas considers this necessary due to its exposure. Qantas 
considers the checks conducted by IATA are good; however to manage its own risk it 
considers that these extra steps are necessary. Qantas sees benefit in distributing its 
plates as widely as possible and it is Qantas starting position to provide ticketing 
authority to any accredited agent in Australia that applies for one. 

If Qantas considers there is a particular credit risk, Qantas may seek an additional 
guarantee from the agents. If an agent is refused Qantas' plates, Qantas will advise 
the agent in writing and will provide reasons. The agent will also have all the 
accreditation application fees refunded in full. 

Qantas indicated that the additional credit checks when an agent applies for ticket 
authorisation is the only duplication to IATA's administrative functions as part of the 
Passenger Agency Program. 

Benefits to airlines 
Qantas indicated that the main benefit of the Passenger Agency Program for the 
airlines is that they do not have to replicate the administrative process of managing 
travel agents on an individual basis. 

By participating in the BSP and concurring with the rules of the Passenger Agency 
Program Qantas does not have to incur the administrative effort and cost of 
developing, communicating and enforcing its own rules and policies associated with 
the authority to issue tickets on Qantas' behalf. Similarly, Qantas also does not have 
to: 

distribute its own ticket stock to individual agents and to police their 
usage, record and black-list any stolen ticket stock 



have agents individually report their sales to Qantas, nor effect and 
police the remittance of funds due against such sales 
conduct a range of checks or regularly inspect an agent's premises to 
ensure that they comply with its rules 
conduct regular and detailed financial assessments of an agent's credit 
worthiness. 

All of the above items are conducted by IATA on Qantas' behalf under the auspices 
of the IATA Passenger Agency Program. 

Qantas commented that until the 1980s, each domestic airline in Australia directly 
accredited agents. Each airline conducted its own credit checks, inspection of the 
premises, and provided the agents with its own ticket stock. Agents also had to report 
sales directly to each airline under different timefiames. Most agents held 
accreditation for both domestic airlines. This process created a lot of administration 
overheads for the airlines. 

As some agents did not want to issue international tickets, the Domestic Agency 
Program Australia (DAPA) was formed. This program was run the same way as the 
IATA Passenger Agency Program, with basically the same rules except for the 
accreditation criteria. Overtime most DAPA agents have now become IATA 
accredited. 

Passenger Agency Conference meetings 

Qantas attends all Passenger Agency Conferences (PAConf), and was in attendance at 
the 2006 conference. 

When attending the PAConf Qantas sends a more junior staff member, but who has 
delegated authority to vote. Qantas considers that while decisions regarding the 
Passenger Agency Program are made in Sydney it is important to have a 
representative attending. Qantas indicated there has been no apparent reduction in the 
number of attendees at recent PAConf meetings. Any perceived attendance variations 
are primarily the product of the geographic location of the meeting. Qantas also noted 
that major travel agent representative organisations are invited to address the PAConf 
attendees and this invitation has always been taken up. 

Qantas indicated that, if a proposal has been put forward and circulated prior to the 
PAConf in accordance with the established process, airlines who do not attend the 
PAConf are considered to be in favour of the proposals. Agency associations are 
included in the circulation of proposals in advance of the PAConf and have a right to 
comment on the proposals. 

If there is an amendment to a proposal or an on-site proposal, the attendees can vote at 
the PAConf; however this is subject to a mail vote of non-attending members. When 
a mail vote is conducted, the agency associations are provided a copy of the proposal 
for comments. 



Same day voidinn/cancellina of tickets 
Qantas indicated that the new rule for same day voidinglcancelling of tickets was 
presented as an on-site item at the 2006 PAConf, and this created administrative 
problems. Because it was presented on-site, the issue had to go to a mail vote. Due to 
delays in the process, the implementation date was very close to the closure of the 
mail vote. 

Qantas requested a deferral of the implementation of the resolution in Australia as it 
considered the timeframes to be too aggressive in light of the unique Australian net- 
remit program (for processing net fare sales) that is also incorporated in the normal 
BSP program. Qantas considered that it needed to have the impact assessed and 
needed appropriate dialog to facilitate this happening. 

Qantas has had several meetings with various stakeholders to resolve the technical 
issues. Qantas indicated that the implementation of same day voiding/cancelling in 
Australia is planned for April 2007. 

Qantas considers that the new resolution on same day voiding/cancelling of tickets is 
a legitimate one and relates to security issues and potentially fraudulent practices. 
The fact that tickets can be voided within 7 days of the ticket being issued can lead to 
tariff abuse and misrepresentation of ticket issuance. A true ticket does not need to be 
voided, it will be refunded. Qantas recognises, however, that issues with the net remit 
system in Australia need to be addressed. 

Qantas recognised that the airlines could have handled this matter better and that 
communication did not work well on this occasion. However, the handling of this 
matter is a one off example and does not reflect generally on how the Passenger 
Agency Program is working nor on the general consultation process with agents. 

Executive Council 

Qantas indicated that it chairs the Executive Council in Australia. The Executive 
Council has equal representation of airlines and agents. Qantas commented that in 
recent times there have been issues of getting a quorum for meetings of the Executive 
Council. There needs to be a majority of both airlines and agents. With regard to 
airline representation, there was also a rule that two Australian designated airlines 
needed to attend (Qantas and Rex are Australia's only two designated airlines). This 
resolution has now been changed to require only one designated Australian airline to 
be in attendance. 

Qantas gave a number of reasons why meetings of the Executive Council have not 
been held for some time and indicated that the meetings are likely to be held more 
regularly now that a new IATA Country Manager has been appointed and the two 
Australian designated airline attendance issue has been resolved. Qantas indicated 
however that consultation with travel agents has occurred nevertheless through other 
channels. Qantas considers that the Executive Council is a useful forum but it is not 
the only forum for discussion. 



The ACCC indicated that AFTA would like to see the Passenger Agency Program in 
Australia managed by a joint council with equal representation by airlines and agents, 
as it is in the Agency Joint Council in Europe and South Africa. 

In response Qantas indicated that it believes the Agency Joint Council as in South 
Africa and Europe is effectively the same as the Executive Council in Australia. It 
does not appear to be a decision making body, but rather a forum for consultation. 
Qantas noted that the Joint Council has no voting rights at the PAConf. 

Qantas commented that the right to have a decisive vote should be limited to airlines, 
because it is the airlines, not agents, who bear the credit exposure. Whilst agents are 
an important part of the distribution process, they do not have to pre-purchase 
inventory, underwrite the credit risk of agent insolvency after a ticket is issued or 
provide their own credit facility. That being said, Qantas still strongly supports 
agency consultation. 

Agent Debit Memos 

Qantas indicated that ADMs are a sensitive issue. Qantas indicated that having to 
issue ADMs is not the best way of maintaining a relationship with agents. Qantas 
indicated that it is going to great lengths to automate its fare quote and ticketing 
systems through the GDSs so that agents cannot make mistakes. Qantas has already 
made a commitment that if an agent uses the auto-pricing and fare quote automation 
of a GDS and does not override it in any way such tickets will not be subject to fare 
audit and as such the agent will not receive an ADM for such tickets. Automation 
should greatly reduce the incidence of agent errors and reduce the overall number of 
ADMs issued. 

Qantas indicated that the rise in ADMs may be due to more sophisticated systems 
used by airlines to conduct sales audits. Qantas also indicated that the fare rules of 
various airlines are generally unique to the carrier or partner carriers and are often 
complex and not all airlines are as automated. Some systems also do not stop agents 
from issuing tickets where they should not. 

Qantas indicated that it has a process where the penalty associated with ADMs is 
relaxed. If there is an error, it takes the fare up to the next fare level, and not 
automatically to the full Y class fare level. Qantas is also trying to sort out the issues 
with agents prior to an ADM being issued. 

Qantas indicated that most airlines can issue e-tickets on their own network. The 
issue IATA is pushing has primarily to do with interline e-tickets (IETs). IATA is 
actively encouraging airlines to speed up their interline e-ticketing programs. To 
"encourage airlines" to do this, it has announced that it will withdraw paper tickets 
from agents at the end of 2007. 

Qantas has over 200 MITA agreements with other airlines which enable it to issue 
paper tickets for interline travel with these airlines. To be able to issue interline e- 
tickets, new interline arrangements have to be put in place. This is a complex 



technical process for the participating parties. It involves their reservations systems, 
their central ticketing servers, their airport departure control systems and their revenue 
accounting systems. It requires a significant amount of acceptance testing by both 
parties. 

Qantas indicated that, where possible, it has a policy for e-tickets to be issued for 
domestic fares sold in Australia. 

In addition to this, Qantas currently has 97.99% e-ticketing on the Trans-Tasman and 
I 77% e-ticketing internationally, with an average of 95% globally. Currently Qantas is 
C3 k- putting in place interline e-ticket arrangements with an average of 4 carriers per iYm 
'-LE month. 
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Qantas indicated that the move to e-ticketing will not penalise agents. Nor does 

"a' Qantas see any implications for the relationship between agents and airlines. The 
withdrawal of paper ticket stock from agents is not intended to disadvantage agents 
and advantage airlines. Nothing could be further from the truth and it needs to be put 
in context. Potential paper ticket withdrawal is a "stick" to encourage airlines to speed 
up their IET implementations. Qantas is of the view that IATA is likely to extend the 
100% e-ticketing deadline if necessary. 

Qantas commented that 100% e-ticketing is likely to create even more efficiencies for 
agents. Qantas noted that with e-ticketing, there is no need to issue tickets on 
premises. This will reduce the need for localised ticket printers. Agencies may 
choose to move to a centralised ticketing server which would deal with a massive 
volume of tickets. This may in turn lead to a reduction in the number of accredited 
agents although the volume of tickets issued by travel agents would not change. 
Qantas noted that Flight Centre, for example, has hundreds of sales outlets but already 
has only a few centralised ticketing locations in Australia. 


