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The Setting: Travel Costs have
been “Unbundled”

* In the past few years, airlines have dramatically
“‘unbundled” their fares, shifting a large percentage of
travel cost to fees for ancillary services that used to be
included in base fares: $9.2 billion in fees collected in
2010.

» QOver 50% of consumers rely on the comparative pricin
sewic:esl oftered by independent travel agencies 1o boo
air travel.

* Price is the key decision factor for consumers. For
comparative shopping to work, consumers need to see
the total price (fares + fees} on an “apples-to-apples”
basis, upfront.




The Problem: Airlines Are Not
Disclosing Ancillary Fees

* |TSA has no objection to airline unbundling practices if
not used to distort competition and deceive consumers.
The problem is not the fees themselves, but the
consistent non-disclosure of fees since unbundling has
become the norm for most major airlines.

» Specifically, the fees are not adequately disclosed on
airline websites (as DOT has recognized), and not made
available in a useful way, if at all, to the GDSs/travel
agency distribution channel on which more than half of
airline consumers rely.



The Market Cannot Solve the
Problem with Self-Help

» The GDSs and agencies can't adequately cure the
problem with screen-scraping airline websites or tracking
airline news releases — this doesn't yield fully reliable or
bookable data even if the data were available to be
scraped.

« Nor would a static chart showing the fees because the
fees change often and vary significantly by market and
by the frequent flier status and other attributes of the
consumer,



The Airlines Lack a Market
Incentive to Solve the Problem

* The few major US airlines that control most traffic
apparently prefer that consumers not see the total travel
cost until after making a booking decision based only on
fares.

* And in an increasingly concentrated airline market, no
airline wishes to lead in disclosing fee data because it
will appear more expensive than its competitors; a view
confirmed by the CEO of Spirit Airlines in testimony last

summer before Congress.



The Solution: Transparency

- DOT stated in its NPRM that it was considering “requiring
that carriers make all [fee] iniormation that must be made
directly available to consumers . .. available to global
distribution systems in which they participate.”

e DOT should require that fee information be made
available to consumers on airline websites and through the
agency channels in which the airline participates, allowing
consumers to both see and book fares and fee-based
ancillary services through airlines or their appointed
agents.



The Final Rule

The rule should require the airlines to:
- Share the fee and price informaticn with the
independent sales channels through the same
systems and in the same manner through which the
airline is already distributing fare and schedule
information, so that the fees can be sold as part of
the travel transaction.



Fee Disclosure Will Serve the
Public Interest

« DOT recognized that requiring that fees be shared with
GDSs “would ensure that the [fee] information is readily
available 1o both Internet and ‘brick and mortar’ travel
agencies and ticket agents . . .” and therefore to
consumers,

* Comparative shopping is only meaningful if consumers
can compare total travel prices (Fares + Fees) and act
on the information.



Disclosure Serves Economic
Interests

* Fee disclosure/true comparative pricing will lead to
economic benefits -- reduced travel costs to consumers
and enhanced price competition between airlines.

* The benefits far outweigh the costs of disclosure, which
s virtually nil. The airlines have already built the
transmission system for fees through the airline-owned
Airline Tariff Publishing Company (ATPCQ). The
benefits far outweigh costs.



Disclosure is Consistent with
Administration Policy

* The rule we seek comports with the President’s January
18, 2011 E.O. favoring “providing information upon which
choices can be made by the public” and with the mild
form of government requlation championed by Cass R.
Sunstein and Richard H. Thaler, in their book Nudge.

« Fee disclosure is a prime example of RECAP: Record,
Evaluate, and Compare Alternative Prices. The rule
would nudge airlines to disclose fee schedules and
formulas in an electronic way that would greatly improve
people’s ability to make goeod choices.
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Fee Disclosure is Warranted by
Existing Law

« Section 41712 of the Aviation Code already prohibits
“unfair or deceptive” practices in the sale of air
trangportation by airlines and by agents.

* Failure to openly disclose fee information or share it with
agents is unfair and deceptive, just as DOT found In
long-established rules that code-sharing (a marketing
airline puts its carrier code on another carrier that
operates the flight) must be disclosed to consumers and
to GDSs in which airlines participate.

* This is not “re-regulation” as some airlines have claimed,
but fundamental consumer protection.
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DOT is the Only Agency that
Can Fix Problem

As a result of federal preemption, DOT is the sole
consumer-protection agency for air travelers.

This problem cannot be resolved by the states or
by the Federal Trade Commission, which has no
jurisdiction over airline disclosures.
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There are no Technological
Barriers

* Industry standards for ancillary fee transactions are
already in place through airline-owned ATPCO, which
filed supporting comments.

* Fee information can be presented for sale by agents in a
customized manner just as it can be presented by the
airlines themselves.
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A Disclosure Rule will Not Dictate
Commercial Relations

« Airlines can still market their services as they wish and
do business with only GDSs/agents they choose. The
rule requires airlines to provide full and fair disclosure
through the distribution outlets they use.

« Airline complaints about being forced by a rule to bear
the cost of third party distribution are a red herring --
airlines not will only retain ample leverage to limit costs
(and have been successful in reducing booking costs),
but will retain the ability to avoid the agency channel
altogether or do business only with those they choose to
do business with.
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The Rule We Favor Has Broad
Support

* A July 2010 GAQO Study was critical of the lack of airline
fee disclosure:

‘customers using online travel agencies and traditional
or corporate travel agents, which together sell 60 percent
of all arline tickets, cannot readily obtain and compare
information on complete trip prices that include both the
fare and selected service fees. This lack of information
also makes it impossible for customers using online
travel agencies or for travel agents using a GDS to
select or make payment for optional services at the time
of booking, which for many corporate customers is
important for tracking payments.”
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The Rule We Favor Has Broad
Support

» QOver 60,000 consumers who signed a petition asking for
it to Secretary LaHood; consumer groups {Consumer
Federation of America, Consumers Union, National
Consumers League, Consumer Travel Alliance), major
corporations and travel management companies,
newspaper editorials, elected officials, and several
airlines support the proposal. See attached excerpts
from supporting comments.

* Transparency is addressed — imperfectly —in 5. 223,
which would require fee disclosure by airlines and their
agents.

« Only a handful of US legacy airlines oppose .
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DOT Should Act

* We urge OMB to ensure that DOT gives the airline
industry the necessary regulatory nudge to ensure full
and fair disclosure of total prices to consumers, including
through the agents they use.

o Any DOT rule that fails to do so should be sent back to
the agency.
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14 CFR § 257.5
DOT Code-Share Notice Requirement

(a) Notice in schedules. In written or electronic schedule
information provided by carriers in the United States to
the public, the Official Airline Guides and comparable
publications, and, where applicable, computer
reservations systems, carriers involved in code-sharing
arrangements or long-term wet leases shall ensure that
each flight in scheduled passenger air transportation on
which the designator code is not that of the transporting
carrier is identified by an asterisk or other easily
identifiable mark and that the corporate name of the
transporting carrier and any other name under which that
service is held out to the public is also disclosed.



14 CFR § 258.5
DOT Change of Gauge Notice
Requirement

(a) Notice in schedules. Carriers holding out or operating
change-of-gauge services to, from, or within the United
States shall ensure that in the written and electronic
schedule information they provide to the public, to the
Official Airline Guide and comparable publications, and to
computer reservations systems, these services are shown

as requiring a change of aircraft.



DOT 2008 Baggage Fee Disclosure
Guidance

“The Department’s long-standing policy has heen to
require carriers to clearly disclose significant conditions
applicable to air fares. Failure to disclose such conditions
has been considered an unfair and deceptive practice and
unfair method of competition in viclation of 49 US.C. §
41712 and where warranted the Aviation Enforcement
Office has taken enforcement action against carriers who
engage in such practices. The Aviation Enforcement
Office considers such significant conditions to include
limiting passengers to fewer than two free checked bags
of the size and weight that have generally been free on



the carrier in the past and to assessing passengers a
charge in addition to the air fare for such checked
baggage. Therefore, it is important that carriers provide

prominent and timely notice of these baggage policies
and such charges.”



14 CFR § 399.84

* The Board considers any advertising or
solicitation by a direct air carrier, indirect air
carrier, or an agent of either, for passenger air
transportation, a tour (i.e., a combination of
air transportation and ground
accommodations), or a tour component {e.g.,
a hotel stay) that states a price for such air
transportation, tour, or tour component to be
an unfair or deceptive practice, unless the



price stated is the entire price to be paid by the
customer to the air carrier, or agent, for such air
transportation, tour, or tour component.
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through the Airline Tariff Publishing Company (ATPCO) so that th ' 10
at 10:

available to global distribution systems. Virgin Atlantic Commenis

To the extent the Depariment considers it necessary to mandate inclusi™® u::ms
baggage charges in advertised fares, that requirement should only apE'IT s o
that do not include one “free” checked bag. Moreover, any such ﬂqﬂ'ﬂzﬁ othéi
carmer websites should apply equally to Global Distribution Systems "

airline travel distribution channels. British Atrways Comments at 14-

The only
of their

“DOT needs is an [sic] entirely new requirement that will allow tray
leisure and business, to search for airfares together with airline fees.
way that this will happen is if DOT mandates that the airlines file all <hould be
ancillary fees at the same time that they file their airfares. These fees Surely
filed in a data format that can be handled by GDSs and all travel ngﬂ‘:“f‘" T
the failure to disclose these scores of fees, now hidden from the PUbI"L;i:nn ;rinm
websites, unless one goes through the booking process; and totally pid donentive
consumers working through travel agents; should be determined 1o b€ ® oep
practice.” Consumer Travel Alliance Commenix at 11, 15,

“DOT should require airlines 1o fully disclose all fees through global mumm
systems ((3DSs) so that travel agencies can present apples-to-apples ‘:’u“;‘!m A
of air travel options to the 50% of consumers who purchase there, in'“; l}ﬁcnll ,
who use corporate sutomated booking tools provided by agencies. It % W ha;:
important that consumers understand the all in price of a ticket befor™® ;Fiw?dedm
decision is made and before they arrive at the airport... If an airline 15 “‘ﬂm
ngree with a GDS that agents using that system can sell the airline’s fﬂrﬂﬁ;mnt b
partial disclosure of the entire price for the services the ravelers need O e m!'r
not providing the data on extra charges in an electronic and easily nﬂ"“:“m d
via that GDS is just not a defensible option. It is deceptive per se.” Buxin

Travel Coalition Comments a2, 7

“The key issue is whethier the airlines will be required to provide th«= tnformation
to consumers in a form that enables consumers to make “all in” full =P7'** @
comparisons incorporating the ancillary services that interest them ﬂ“dm nl
importantly to do so before they have committed to a ticket purchas e i";e:iu
way this can happen is for the Department to adopt a rule requiring the m:j-:g' YA
make available to the GDSs the same ancillary fee content they pla&=* 8% T 2
websites and to do so in a timely and fully transactable manner.., B~ & i T e
require airlines to make this information available to retailers such =° 1;111-':‘ Il?;t;
through the data systems on which they are almost entirely df]!ﬁnﬂf-‘#'.“ i

and schedule data would undermine one of the most fundamental p_’qnm;!iﬂ]!l:sl';d_
which the rulemaking, and all prior Department price-disclosure po= "“’f.t:" ke .
that consumers should have full notice prior to purchase commitme= “;,,:'ﬂ . y
prices and options that they may wish to buy." American Society g Lrave
Agenis, Ine. Comments at 5-6,
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Fares Quoted v. Actual Cost for an Easter Weekend Flight
Washington, DC to Boston, MA with Two Bags and Extra Legroom
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