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Air Matters Committee (AMC)
Brussels, 13 September 2016, 10h30 – 16h30
Final conclusions and recommendations
Participants:
-
Marc Van Kerckhoven (FIT) and Bernard Tuyttens (BTO)

-        Lars Thykier (DRF), replacing Laura Frovin Frederiksen
-
Mauri Saarend (ETFL) 

-
Heli Mäki-Fränti (SMAL) 
-        Paris Hegenberg-Görg and Otto Schweisgut (DRV) 
-        George Maroutsos (HATTA)

-        Valerie Metcalfe (ITAA)

-        Hanny Sobol (ITTAA)

-        Walter Schut (ANVR)
-
Rolf Forsdahl (VIRKE)
-
Antonio NITU (ANAT)
-        Anna Lennhammer (SRF)

-        Marcel Herter (SRV)       

-        Susan Parsons (ABTA)

-       
Ajaya Sodha (GEBTA)   
-
Michel de Blust (ECTAA)

-
Christina Russe (ECTAA)
Apologies for absence have been received from Vera Janicinova (ACCKA), Christine Baal (Les Entreprises du Voyage), Mirka Bryla (PIT), Rui Colmonero (APAVT) and Mohamed Dhaouadi (FTAV).
1. Welcome and election of Chairman
The Secretariat welcomed all delegates and invited the Committee to elect its Chairman. 

The Air Matters Committee unanimously re-elected Rolf Forsdahl as Chairman until July 2017, when he will retire from VIRKE. New elections will be held thereafter. 

2. Industry affairs
2.1. Lufthansa’s commercial policy – ECTAA’s complaint 
It was recalled that ECTAA filed a complaint with DG MOVE in July 2015 regarding LH’s alleged infringement of the CRS Code of Conduct, and more specifically the infringement of Article 10.4 on the basis that the 16€ DCC discriminates against CRSs in favor of LH’s own CRS, the agent.com platform, where this charge is not raised. 13 months later there is still no decision. The stumbling block is the definition of ‘carrier’. ECTAA/ETTSA suggest referring to the definition of ‘carrier’ contained in air transport legislation. But DG Competition considers that where a group of airlines have the same commercial policy, they may be seen as a single carrier, in which case the agent.com platform of LH Group would not be considered as a CRS and there would be no infringement of the CRS CoC. In a meeting with the Director General of DG MOVE, ECTAA highlighted the need for a decision. The latter acknowledged that 13 months is an unacceptable time and assured that he would put pressure on his service to speed up the case. 
In parallel, ECTAA Members in Germany, Austria and Switzerland have met their respective competition authorities. The German and Swiss authorities have dismissed the case, wishing the matter to be decided by the European competition authority; the Austrian case is still ongoing. 

Meanwhile LH is hailing its commercial policy a success and is pursuing its direct connect strategy. Yet, data from Amadeus and from Accelya show that LH has recorded a drop in sales, notably in those markets where it is not dominant. 

There is a risk that other airlines will follow LH down this road, as full content contracts with GDSs are coming to an end in 2016/2017. Airlines increasingly differentiate fares in the various distribution channels, most often advantaging their own distribution. Swiss will only provide its lowest fares in its direct distribution channels on Swiss market, while it will offer the lowest fares to other channels in markets where it is not dominant. 
The Secretariat recalled in this context that the CRS Code of Conduct will be up for review in 2018. Airlines are complaining about the excessive fees of GDS, notably one that is dominant in Europe. In discussions with DG MOVE on the CRS CoC review, ECTAA referred to the US deregulation of the CRS market, which has resulted today in a situation where there is no longer access to full content, less transparency and thus higher fares.

The need was stressed to be more forward looking by determining the role of the travel agent in the future. Travel agents need to be able to show that they can deliver value. If they cannot offer transparency and access to fares, then they will have no role in future. 
The Chairman concluded this item, stressing the need to keep pressure on the Commission, notably as regards the definition of ‘carrier’ and to raise awareness at political level. He also stressed the need to look into the future, be one step ahead and determine the challenges and opportunities for travel agencies. 
2.2. Malev - state of play of the legal proceedings 
A Court hearing was due to take place on 17th August 2016. In between IATA’s lawyers requested an extended deadline to file their conclusions. This was done on 31 August.
The ECTAA lawyer believes that the Court will call the parties in to reach a settlement agreement in order to avoid a court ruling. In this case, ECTAA would need to appoint somebody to negotiate an agreement on behalf of the 400 agents that have given a proxy. A question was raised whether other agents can still claim a refund, once a settlement agreement has been reached or the Court has delivered a judgement. 

ECTAA to clarify with its lawyer, whether agents can still make claims for refund now or when the Court has delivered a ruling or agreed to a settlement agreement.
It was noted, that for ECTAA a court ruling would be better, since this would serve as precedence for future airline bankruptcy cases. 

3. IATA Affairs
3.1. PAPGJC/26 Meeting, 6 September 2016, Geneva
The PAPGJC meeting was mainly dedicated to the review of the PAConf/39 agenda and the NewGen ISS draft resolution 8xx, including RHC and EasyPay. This was discussed in further detail under the specific points below. 
Delegates inquired about the extra seats in the PAPGJC. It was noted that these would go to WTAAA, but with the understanding that if the delegates could not attend, the seats would go to the other WTAAA delegates, including ECTAA.
· Resolution 890 on card sales rules

ECTAA/WTAAA submitted a new proposal to amend Resolution 890, to either (i) allow travel agents to settle ticket sales transactions through their own credit cards or to (ii) repeal the paragraph in its entirety. This is the third time ECTAA/WTAAA have tabled a proposal to amend R890. In the past it has been defeated by a couple of airlines. Yet, there are some airlines that are allowing travel agents to use their credit card. Others are opposing this for fear that their merchant fees will increase and that there will be abuses by agents. 
The Secretariat noted that it does not expect PAConf to adopt the ECTAA/WTAAA proposal, but a number of airlines are coming round to the idea that R890 needs to be revised. It does not take into account the developments in the market, such as virtual credit cards, payment systems of GDSs, such as eWallet, etc. 

It was noted that airlines have everything to gain from allowing agents to use their credit card, as this would accelerate their cash flow and secure their sales. Moreover, merchant fees have gone down substantially. 

NB: The ECTAA/WTAAA’s proposal to amend/repeal § 1.4 of Resolution 890 was rejected by PAConf/39, but they agreed to review R890.
· Weekly remittance of OTAs and web sales worldwide
The Secretariat noted that this is not on the agenda of the 1st and 2nd transmittals of the PAConf agenda, but ECTAA/WTAAA re-submitted its opposition to the introduction of weekly remittance for web sales, in case this would be brought up in the onsite documents. 
IATA and airlines are recognizing the difficulty of identifying online / offline sales. The GDS are not prepared to make investments to help differentiate the sales. 
NB: This item was withdrawn from the agenda of PAConf/39. No further discussions for the time being.  
· Change in remittance frequency and payment terms – Situation concerning Scandinavian APJC

The Chairman reported that during discussions on remittance frequency and payment terms in the Scandinavian APJC, IATA identified competition concerns if the change of remittance frequency and payment terms interfere in agents’ competition. 

Delegates encouraged all to share information on what is happening in the local APJCs.
At the same time, delegates deplored the unbalanced decision-making in IATA. If no agreement has been reached on a proposal in 3 APJC meetings or in a period of 24 months, the proposal can go through to PAConf without agents’ consent. Some delegates noted that they have brought this up with their competition authority; some are interested, others say that this is in the remit of European competition legislation. 

NB: Item R20.7 was withdrawn on the understanding that it will be referred back to APJC Scandinavia for further review. The PSG will also review the functioning of multi-country APJCs. 

· NewGen ISS
PAConf/39 is scheduled to adopt draft resolution 8xx on NewGen ISS, with the exclusion of section 5 on Remittance Holding Capacity (RHC). R8xx includes: 

-
Different accreditation models for agents

-
Alternative payment method - EasyPay 
-
Global Insurance Solution
An IATA Working Group has been set up to further review the Remittance Holding Capacity with airlines, agents and GDSs. This is with the understanding that if there is no alternative proposal by March 2017, the original section 5 of R8xx will be submitted to PAConf. 

The WG on RHC has met once (second meeting postponed until end of October). The discussions focus on the RHC formulae, not on the concept itself. IATA is not willing to give up RHC. At least 22,4% of agents are likely to reach the RHC at least once in a year. According to IATA the percentage varies market by market. This has been brought down from 42% under the initial RHC proposal. Airlines share concerns about the RHC; It was clear at the last PAPGJC that some airlines had expressed concerns that the RHC could affect their indirect sales.
The delegates suggested that ECTAA establish a clear position on RHC and develop a counter proposal for the IATA RHC WG. The following observations / proposals were made for consideration: 

· ECTAA should voice its support to work with IATA to find solutions to rogue agents bringing the Agency Programme into disrepute and causing losses for airlines through criminal activity.

· IATA is willing to consider exceptions that would allow agents to sell beyond the RHC, but IATA has not provided details how this would be put in place – there is an opportunity to define these exceptions as widely as possible to avoid the RHC.

· Alternatives should be considered, such as real time monitoring of agent ticketing and introducing an early warning reporting system (exists in other markets, among other US-ARC, where there are minimal losses). But this also requires rules – what is IATA entitled to do if RHC is reached? Switch off agent?

· The GDSs are willing to consider reducing the reporting of agent’s ticketing activity (RET files) from 24hrs down to 6 or 3 hours, which would help monitoring agent ticketing activity, but they mentioned that  there will be costs attached and if they do it there is no need for RHC and EasyPay. It should also be clarified how a reduction of (or real time) reporting period could affect the ability of an agent to void tickets.

· ECTAA should continue insisting on amending/modernizing Res 890 to allow agents to use their own credit card or other means of payment such as E-Nett, E-wallet, virtual cards etc, as this would reduce airline’s risk exposure – see US market where 90% sales are by credit card.
· Agent community should support measures that catch fraudulent travel agents – but measures must be proportionate!
· Initial Accreditation checks by IATA should be more stringent to discourage some agents; its insufficient to tick the boxes on the form. IATA must devote more resources to this.
· Level of the RHC should be set at APJC level or alternatively, set globally at a high level and then adjusted locally in the APJCs

· Consider 2nd set of financial criteria when RHC is reached. If agent meets these criteria, then no RHC (e.g. see change of financial criteria in Ireland from 8% liquidity to 4% liquidity following changes to the remittance frequency – just retain the current financial criteria when RHC is reached).
The Air Matters Committee recommended setting-up a small working group to draft a counter proposal to IATA’s Remittance Holding Capacity. The ABTA delegate has offered to prepare a draft. This draft will be circulated for comments and finalised in a conference call end of September (date to be determined by Doodle). 
3.2. Default Insurance Programme
The Secretariat reported on the meeting with Ray Hartweg from TARS. TARS is an insurance intermediary that markets alternative financial instruments to replace bank guarantees or letters of credit required by travel agents under the IATA Agency Programme. TARS is helping to set up and market Default Insurance Programmes (DIP). The DIP covers all agents accredited by the IATA agency programme. DIP offers many benefits: cheaper, no collateral / personal indemnity required, simple to administer, tailor-made to market (country or region). It can offer a competitive price, as IATA does the financial review of agents. 
TARS is currently offering default insurance to agents in Asia (Thailand, Malaysia, Philippines, etc.). Discussions are under way with the Australian travel agents’ association. Mr. Hartweg is proposing to meet with interested TA associations to assess the opportunity of developing a DIP for their country and offer a choice to other financial guarantees, including the future Global Insurance Solution of IATA. 
A first reaction from delegates shows that there is interest in looking at this further. This could provide welcome competition to the IATA Global Insurance Solution. Two delegates informed that they are looking at offering competitively priced insurance solutions for their Members. 
The Air Matters Committee recommended inviting Ray Hartweg to an ECTAA meeting (Air Matters Committee or ECTAA semi-annual meeting) to present the DIP and sound out Members’ interest in developing a DIP in their country / region. 

The Secretariat will provide the contact details of Ray Hartweg of TARS.
4. Ectaa/etTsa study 

The Secretariat reported on the progress of the ECTAA/ETTSA study on third party distribution of air tickets. Javier Gallego, former IATA director, has been hired as Consultant to carry out module 4 on impact of BSP / IATA agency programme. The objective is to get an understanding of the current situation, identify the key challenges and assess whether the current situation meets market requirements. 12 interviews are scheduled with agents, airlines and GDSs. Among other, the study will assess the functioning of BSP process, IATA governance model and NewGen ISS. The preliminary draft report will be available the week after the AMC and will be included in the presentation of ECTAA/WTAAA at the PAConf/39 meeting in Singapore. 
5. Any Other Business

5.1. YQ surcharges
The FIT delegate informed that SAS has announced the renaming of the ‘YQ/YR’ from the current ‘Fuel and security surcharge’ or ‘International surcharge’ to ‘Domestic/International fees’. The YQ is for airline use but it is unclear what it covers. Initially it was for fuel surcharges, but when the fuel price went down, the surcharge did not go down. Now domestic fees are added - Is this a way to continue raising the YQ/YR surcharges, despite fuel price reductions? The YQ/YR are non-transparent. Consumers don’t understand why the tax is not refundable for non-refundable tickets. 
It was noted that the YQ surcharges are governed by a IATA Passenger Service Resolution and are carrier-imposed fees. ECTAA raised a question with IATA in this respect and obtained the answer that it is up to each airline to decide whether to refund the YQ/YR, as long as the airline follows the correct code and what falls in it. 
NB: The Commission answered a parliamentary question in 2014: Air carrier-imposed surcharges under IATA codes YR and YQ  may be added to the price of the ticket and those are usually non-refundable, depending on the type of the ticket. Regulation (EC) No 1008/2008 contains price transparency provisions which clearly indicates in its Article 23 that airlines have the right to collect fuel surcharge. They shall communicate the amount of fuel surcharge in a clear, transparent and unambiguous way at the start of and throughout any booking process. Based on the regulation and in line with IATA guidelines and agreements, airlines are free to set air fares for their services as long as the rules of the regulation are respected and thus, application of YR and YQ surcharges are not unlawful. Therefore, depending on the airline marketing policy to qualify for a refund of the fee, airlines may require that the associated ticket purchased was a refundable ticket.
Directive No 2005/29/EC(2) contains provisions whether a commercial practice applied by commercial partners shall be considered unfair.

Since the Member States are in charge of the enforcement of these provisions, under the control of the Commission as guardian of the Treaty, it is therefore up to the Member States to determine whether the fuel surcharge is displayed according to the regulation and if its level is misleading for passengers and take appropriate action may it be found unlawful.
http://www.europarl.europa.eu/sides/getAllAnswers.do?reference=E-2013-004335&language=EN
The Air Matters Committee recommended looking at this matter again in light of the review of Regulation 1008/2008 foreseen in 2017/18. ECTAA to highlight the need for more transparency and that fuel cost surcharges are a price element. 

On the question whether agents receive an override on YQ/YR, this depends very much on airlines’ commercial policies.  

5.2. ADM for failure to provide Passenger Contact for Irregular Operation (IROP) 

The SRV delegate informed that Swiss and Austrian agents have received a communication from RJ that they must provide passenger contact details in the PNR in order to be able to contact passengers in case of irregular operations (delays, cancellations, etc.).   If agents fail to do so, the airline will raise an ADM to the agent for the expenses incurred (compensation, etc.). 
The following observations were made in this respect:

· ADM is an accounting tool to make corrections for wrong ticket issuance;
· IATA Resolution 830d provides the option for passengers to give their contact details, so agents cannot be required to provide the details where they are not available;

· Agents should be allowed to provide their own contact details. If they do so, then the agent should be responsible for failure to forward notifications from the carrier to the passenger; 

· Similar situation – Agents receive ADMs when passengers do not fly all segments of their ticket. Agents have no control over what the customer does with his ticket. 

The Air Matters Committee recommended raising these issues in the IATA Working Group on ADMs. 

ECTAA called for more travel agents’ delegates, as they are underrepresented in the IATA WG. The ANVR, ITTAA and SRV delegates offered to participate. The next meeting is scheduled on 10-11 November.

5.3. Alternative Ticket Sales Settlement Solution

The Secretariat reported that ECTAA was approached by Mastercard Europe. A meeting took place in July, where Mastercard presented a proposal on an alternative ticket sales settlement system - see attached presentation. According to Mastercard the proposal would have the following advantages:

· For airlines: Accelerate the settlement to the airline within 2 days from the booking payment process. Eliminate the credit risks related to cash sales;
· For agents: Extend the credit term to the agent to 21 days (by comparison to the weekly or fortnightly remittances in most Member States). Reduce cash sales and thus bonding cover. 
Delegates considered this proposal and made a number of observations: 

· Airlines and agents might not buy in because the alternative settlement system would be outside of BSP;

· The implementation of the proposed solution would require a number of changes from IATA-BSP including a substantial revision of Resolution 890 on card acceptance;
· What are the costs of the alternative settlement system?  

The Air Matters Committee recommended setting up a meeting with Mastercard at the next AMC meeting to discuss this proposal further. Every Member to consider this opportunity at national level. 

5.4. ITTAA court case – access to fares 

The ITTAA delegate reported on the legal action taken by a number of Israeli travel agents against BA and the three GDSs, as these travel agents can either (i) no longer view BA fares in the GDS or (ii) the BA fares are displayed as fully booked (which is not true, thus misleading), because the travel agents in question have refused to sign the disclaimer proposed by BA, waiving the right to receive any remuneration from BA. Acknowledging the right of each airline to decide with which agent to work with, the ITTAA delegate questioned, whether BA has the right to block agent’s access in GDS to all BA fares, including interline and code-share fares.  She also raised the question whether this matter could/should be raised in the national APJC, as other carriers are not aware that BA is blocking these carriers from accessing interline / code-share flights. 
The delegates considered that this is mostly a commercial issue between the airlines (BA and ELAL) and the travel agents concerned. It is not an IATA issue, so the APJC is not the right forum to address this matter. 
6. Date and place of next meeting

A provisional date for the next meeting has been set for 17 November 2016 in Brussels. 
Annexes: 

· Presentation of TARS – Alternative default insurance

· Presentation of Mastercard – Alternative ticket sales settlement solution[image: image2]
ECTAA, AISBL, Rue Dautzenberg 36, B – 1050 Bruxelles, Tel : +32 (0)2 644 34 50 / Fax : +32 (0)2 644 24 21,
 E-mail : secretariat@ectaa.eu / www.ectaa.eu

2

