MINUTES OF GSA/AIRLINE

PARTNERSHIP MEETING

October 23, 2003

· Rebecca Koses, Director, Contracts Division -- Introduction

Thanks for joining us today, especially our airline partners.  They have collaborated with us to put together an excellent contract airfare program.  I want to recognize my Assistant Commissioner and my Executive Director, who are here today.  I will also introduce my team.  [All were introduced]

· Paul Sando, Chief, Special Programs Branch -- Airline Industry Update

[This update was given in three parts: (1) the airlines were asked to speak on their current "state of affairs," (2) some lessons learned were shared from the FY04 bid process, and (3) government participants were able to ask the carriers’ questions.]

(1) Panel Update

· Jerry Ellis, Delta Airlines:  Thank you to our government and military customers.  We now have kiosks at major airports for easier check-in.  We have Delta Direct, which links people up with reservations better at airports.  E-Ticketing and additional web site functionality have made ticket purchasing more convenient.  We are no longer accepting GEBATs for additional baggage.  Our new Song Airlines is fully usable as a Delta carrier, regarding GSA contract travel, and we are very excited to introduce this new brand to the market.  Northwest, Delta and Continental have formed a marketing alliance, and there is a KLM/Royal Dutch buyout that is affecting the market dynamics as well.  Delta is offering the first industry R&R program to eligible uniformed military personnel in the Middle East.  In fact, Delta is donating 10 million Sky Miles to the R&R program, and encouraging their frequent fliers to donate some of their miles as well.

· Denny Clifford, Northwest Airlines:  Security is our #1 priority, and we have seen big improvements in the way that TSA can contribute to this.  While there are still weaknesses in the overall air travel security system, we are all still trying to overcome them.  Also, the economy is rather weak, which of course affects our profit margin.  While the airline industry, as a whole, is intending to increase capacity by 7% next year, Northwest is holding off just yet on committing to making adjustments to capacity.  Our revenues are slowly improving.  While we have $3 billion in cash right now, almost all of it is borrowed, so our cash position is strong but our debt position is not.  Northwest has one of the strongest balance sheets in the industry, however.  The Continental/Northwest/Delta alliance is for real, even though we are still fierce competitors with each other.  The KLM/Air France partnership is also a very big deal.  Northwest has the most airport kiosks, per capita.  We also have an excellent nwa.com ticket purchase option.  Detroit is now a beautiful terminal -- if you see it today it looks completely different than just a few months ago; it is the fastest connection in the country for international flights, supported by a new monorail system.  We are retiring our DC-10s, and moving to the Airbus 330 as the standard in that class of aircraft.  These offer movies on command and fully-reclining seats as amenities.  We are also replacing our Atlantic fleet to Europe and Africa.  Northwest fully supports the military's R&R program as it expands to include Detroit, Dallas and Atlanta.

· Craig Blemley, United Airlines:  Our company is focused on three areas: (a) financial; (b) quality of the airline; and (c) preserving and enhancing our assets.  These are expanded as follows -- (a) Thanks to collective bargaining, United saved $5 billion.  We are meeting all our financial obligations, and we have a solid cash position, with very little of the cash being borrowed.  United is doing well, and here to stay.  (b) Our on-time performance is better than ever before in the company's history.  Next week we are finally restoring all the trans-Pacific flights that were put on hold in September, 2001 -- this makes up 17% of our total business, so it is an exciting development.  We are adding new vacation destinations, and the Star Alliance allows us to broaden our capacity and overall value to the customer. (3) We are optimizing our computer networks, including those that affect government business.  Safety also continues to be a priority; we are the only airline that installs auto-land systems in every aircraft, with extensive proximity systems as well.  Also look for radio frequency tags on luggage soon, so that we can track baggage in real time.  We will be rolling out some enhanced personal ID security features, too.

· Pam Arbeiter, Midwest Airlines:  We were pleased to have avoided a C-11 filing earlier this year.  We are retiring the DC-9, and replacing it with 707s with leather seats and headrests.  We've done away with complimentary gourmet meals, and replaced with a high-quality buy-on-board meal option.  We will continue to offer our signature 2-by-2 fares, as well as our 2-by-3 saver service.  We are also participating in the military's R&R program.  Midwest is also struggling with profits, as are all the carriers represented here.

(2) Lessons Learned from FY04 Bid Process

· Delta:  The continued addition of participant groups to the City Pair eligibility list is a problem -- tribes, foundations, reservists, for example.

· Northwest:  We concur.  Our yield is really affected when these groups are given access to our special fares, when those fares were originally negotiated with the understanding that those groups were not included.  When our yield is negatively affected, we become less interested in looking to the Government market for revenues, and we will become less participative, which hurts the City Pair program because of fewer airline competitors.

· Northwest:  Please stop re-bidding markets for which bidding has been completed.  Once the window for bids has closed, leave it closed.  We do not like to put so much time into bidding, only to have the bidding process start over again.

· Vince Aquilino:  Airlines are changing the OSI remarks that are used by some carriers to override _CA auto-cancellation; please put them in and keep them in.

(3) Question and Answer Session for Airline Partners

· DoD - John Lundeby:  I heard at the Airlift Committee Meeting about airport kiosks at Heathrow that allow any traveler to go in and select an airline first, then conduct their business, rather than each airline maintaining separate kiosks in the airport.  We would like to see that here.  Any plans to implement this?  ANSWER:  No, but it is an interesting idea.

· GEBATs are not desirable and are being phased out, in general.  Other forms of payment for excess baggage will need to be developed/used.

· GTRs are still the least desirable form of payment for travel, for both parties, but they will continue to be options for some travel, to some places, some of the time.  GTRs are carrier-specific, but are transferable to other carriers.  The carriers intend to eliminate their use, over the long term.

· How does this 10 million Sky Miles program work?  ANSWER:  They are put in a pool that is managed by DoD.  Really only enables one or two people a day to take advantage, so it is not such a far-reaching program, unless frequent fliers really chip in their own miles, too.  Possibly some chaplains will be selecting participants but participation criteria are kind of unclear at this point.  The airlines are definitely not doing the selecting.  Participants do not, themselves, need to be members of the frequent flier program.

· Are the airlines' R&R programs open to deployed military civilians, too?  ANSWER: No, only uniformed military are eligible, even though the military also authorizes R&R for civilians.  USAirways has a Patriot Program that is open to military civilians, and carriers represented here may offer some similar opportunities, but they are not at liberty to elaborate on them in this forum.  American Airlines does offer "Thank You Fares" to both kinds of military.

· The FBI has an issue with how much it costs to fly in and out of Clarksburg (WV) Regional Airport, and the result is that employees use Pittsburgh as an airport of choice, receiving deep discounts.  Supervisors will not approve the Clarksburg prices.  The Clarksburg Airport Authority gets upset because the agency is not using the airport.  Can something be done?  ANSWER:  No, it comes down to competition -- the market, not the government, dictates the prices.  Delta Airlines adds that if GSA allows total capacity control beyond hub airports, it might be an incentive to offer more competitive rates.

· Paul Sando, Action Item Update

· GSA is studying the City Pair program in a "wall-to-wall" fashion, from an acquisition perspective.  This is partly a result of an OIG audit of the program.  A third party is being tasked with conducting the evaluation, perhaps starting in December.  The consultants will be contacting a cross-section of interested parties, including the carriers.
· YCA/Last Seat Availability was discussed.  This issue won't be resolved by the FY05 solicitation.
· The multi-year City Pair contracts issue is also off the table for the foreseeable future.
· Will work hard to push the cancellation fee policy for Groups from seven days to 21 days, at least within DoD.
· We are re-looking at the evaluation criteria for the program.

· The dual fare concept will be retained in FY05.

· OMB has ruled that any two-cabin flight is considered to offer a coach and a first-class option, no matter what the airline calls the preferred section.  As a result, all rules regarding first-class government travel apply to that preferred section, even if it offers comparable amenities or is called something else.  DoD intends to request that OMB reconsider its position.

· GSA and DoD are waiting for carriers to provide specific data in order to support their recommendations with respect to 100% capacity control and last seat availability.  When Delta indicated that it did not recall being asked for data, and inquired as to what is needed, GSA and DoD stated that it was previously agreed that the required supporting data relates to the “Decision Tree” presented to DoD describing accessibility to _CA fares under the proposed scenario.  Ms. Koses will follow up with Mr. Ellis to provide another copy of the decision tree.

· Gene Lee, Contract Specialist, Contracting Update

We are being more aggressive on the procurement timeline this time around, to get underway early in FY04.  It will look something like this:

Mid-December, 2003 
-- Issuance of Synopsis and Draft

   Solicitation 

January 21, 2004

-- Presolicitation Conference

January 28, 2004

-- Final Solicitation Issued

March 11, 2004

-- Group 1 proposals due

April 25, 2004

-- Group 2 proposals due

May 10, 2004

-- Negotiations

May 24, 2004

-- Final proposal revisions required

June 16, 2004

-- Contracts awarded

John Ziu is conducting a SmartPay eligibility analysis, using bank data.  There will be an update on the status of this endeavor at the next partnership meeting.

· Linda Smith, Dual Fare Report Card

When this initiative began in FY02, there were seven participants in 300 markets.  In FY03, there were 11 participants in 2,000 markets.  Final FY03 data will be analyzed by the end of the calendar year.  Because of the participation of more carriers, and in more markets, the percentage of _CA usage in the dual fares test has decreased a bit from FY02.  Our goal is to reach 75%, but so far only one carrier has met/exceeded that goal consistently.  However, carriers have been increasing their percentages in general, so they should be on track to succeed.  The Dual Fares test continues in FY04 and FY05.

· Jim Fitzgerald, Transportation Audits/Policy Update

· Fly America Act: Overcharges have been presented to carriers.  They have proven to be correct 84% of the time, on average, based on Mr. Fitzgerald's experience.  The carriers expressed dissatisfaction with the way some international cases were handled, and Mr. Fitzgerald offered to provide his justifications for those particular decisions.  He also offered, and the carriers agreed, to have a meeting in DC, in early November with the carriers.
· Ongoing Issues: Working with respective offices to sort out issues like:
· Who is eligible and qualified to participate in invitational travel?  Wants to hear from the carriers on this.
· Freight issues.  DoD has had some success here.
· Wants to see GEBAT go away -- they don't work out well in the audits.
· $80,000 in overcharges from last year, which is not too bad.  That's the total from all carriers.
· Carrier Concern:  During the meeting, Delta and Northwest took issue with the way that the GSA contractors were hired to find carrier overcharges, which is on a commission basis.  Seems to incentivize false positives, based on the carriers' perceptions.  Mr. Fitzgerald indicated that the contractors are not paid until monies are collected, and thus there are no incentives for “false positives.”  He said that 84% of overcharges withstood the dispute process, so any perceptions of gross mismanagement in this area are false.  Carriers still insist that the consultants are of poor quality.  Mr. Fitzgerald requested that any data to that effect be presented at the November meeting.

· Checkage issues are not easily identified and require additional consideration.

· Certain credit card numbers correspond to City Pairs eligibility, while others do not.  Finance people at DoD did not like the idea of two sets of numbers/cards for two separate travel purposes, so they refused to use such a system, even though it would make audits much easier, and overcharges much rarer.

· GAO put CRCs on corporate cards, but GSA issues overcharges when that happens because it's on a government credit card, with the mandatory user numbering sequence.  GSA tested putting something into the data stream at the point of purchase to indicate it was for non-eligible activity, but the auditors found that the extra data did not work well.

· Question was raised from participants: couldn't we reeducate everyone on the terms of the SmartPay program? Ms. Koses assured everyone that reeducation will be a priority for John's team, and that marketing/educational material was already available.

John Ziu is conducting a SmartPay eligibility analysis, using bank data.  There will be an update on the status of this endeavor at the next partnership meeting.

· John Ziu, GSA SmartPay

· In FY00 we were told that cardholders were not paying balances.  Banks were allegedly not profiting, and were losing interest in the program.  We did a study and confirmed those reports.  Before this fiscal year, delinquency rates were 5% or higher.  This year the rates are below 5%, and banks appear to be more cooperative and more interested in continuing to participate.

· You may have heard that "SmartPay is coming up for bid."  In fact, the contract is in place until FY08, with option years occurring annually.  What this really means is that we are starting very early -- early next calendar year -- to put together the recompete process for FY08.  We need up to 3-1/2 years to allow for full consideration of bidders.  We need to improve data access and analysis capabilities and include them in the recompete process.

· One shortfall identified in reconciling accounts when foreign currencies are involved.  These currencies change value in dollars over time and cause auditors troubles because one unit does not equal one unit one from day to the next.

· Current and Future Issues

· GSA will continue pursuing deletion of nonsensical markets from the schedule.

· 10 trips a month is the initial threshold for inclusion of a market in the CPP solicitation.  The CPP team will be reviewing this threshold in consideration of raising it, and will be working with our agency customers for the upcoming solicitation.
· GSA continues to review methods to obtain accurate passenger counts.  Will adjust if necessary.

· GSA issued an RFP to check all fares awarded in the travel system as a means of quality control, and there were no interested vendors.  One reason is that access to all GDSs is difficult, if not impossible.

· The carriers raised the issue of eliminating the Congressional privilege of using any preferred form of payment for official government travel.  GSA indicated that elimination is not feasible, but the use of unconventional payment methods by members of Congress will be discouraged.  It was noted that Congressional members and staffs are non-mandatory users of the contracts, and acceptance of means of payment other than a travel card or GTR are at the option of the carriers.  All other travelers are required to use a travel card or GTR.

· Continuing education is needed for travel management centers, including at GSA Expo, conferences, and at individual offices.  GSA is happy to train anywhere.  GSA can provide CD-ROMs of travel services.  It has already provided credit card statement inserts to 1.2 million cardholders.  There is a new website design, including a single point of contact listed for travel questions. 

· Agency/Airline Inquiries

· Airline audit process:  What is the audit process the overcharge contractors use?  ANSWER: They match up the form of payment with the issue code.  They find discrepancies and investigate.
· Evaluation of markets:  Group 1 is based on whether it is a jet/prop, elapsed time, frequency of flights, distribution of flight schedules, etc.  Group 2 is based on lowest price.
· City Pair format listings:  Alphabetizing changes made for domestic flights are great.  Make sure that they are alphabetized by city, though, so that airports in the same metropolitan area are grouped together.  For foreign flights, Delta and Northwest would like GSA to revert to the old way of arranging the city pairs.  Response from GSA is that it will check with its support contractor to determine if such a change would be feasible for the FY05 RFP from a cost and timing standpoint.  If not, it is definitely doable for FY06.
· E-Ticketing Issues:  (1) Can carriers send e-ticket information to other carriers if a rebooking is necessary?  ANSWER: This is called interlining and it's being worked on for both international and domestic flights.  Should be possible within a year or two.  (2) Is it prudent to e-ticket when traveling internationally?  ANSWER: Yes, if it's a simple point-to-point from the States.  No, if there are transfers abroad involved.  (3) Any improvements in foreign e-ticketing expected?  ANSWER: None in particular, just general improvements in technological abilities/equipment abroad.
· Could we put these meeting minutes on the web site?  ANSWER:  Absolutely.  Make that an action item.
· Carriers are asking GSA to please not put so many cities out for bid, if they do not seem likely to award them to anyone (currently happens with several hundred routes).  This is a waste of time for the carriers.  GSA responds that the carriers do not need to bid on any routes it doesn't want to.  Carriers reply is that GSA should just save everyone the time in the first place.  
· Will there be a reduction in the number of markets in FY05?  ANSWER: There is a good chance, yes.
· GSA will clarify "does not meet minimum" in the contracts.
· Do the carriers assume that DC will include all three regional airports?  ANSWER: Yes.  GSA will provide a listing of multi-airport cities in future solicitations for the convenience of the carriers.
· There was substantial discussion over issues of group integrity, what the definition of a group is, and what remedies GSA and the carriers have when the other party does not appear to be acting in good faith.  The new definition has contributed to some booking problems.  For example, if individuals buy tickets, sometimes the booking system detects a hidden "group" and cancels the tickets with no notice.  In another case, several dozen people that have to be booked for the same destination but do not need group integrity are forced to either become a group or be registered painstakingly in groups of nine to avoid the "group" requirement.  GSA believes that the definition of "group" was agreed upon between carriers and GSA, while the carriers unanimously object to the current GSA definition of and policies regarding groups.  This is a matter which definitely warrants additional discussion at the next meeting.
· GSA would like airline refunds back faster than 3-4 months.  Airlines respond that they are aiming for 30 days, but with the credit card system and other confusion caused by the interline system, the refunds seem to lag somewhat.
· Suggestion made to model the wall-to-wall travel study after the study that was done on lodging not too long ago.  One thing that made that study great was that the study team was more empowered to make decisions, rather than just make recommendations.  Ms. Koses says she will consider this.
· GSA asked if it should continue these partnership meetings.  All participants -- customers, carriers and GSA -- enthusiastically embraced the idea of continued quarterly meetings and also one-on-one meetings with relevant parties.  People at these meetings might disagree or argue, but the meetings have value to all.
ACTION ITEMS:

GSA

· Conduct a “wall-to-wall” study of the City Pair Program to determine improved acquisition strategies – components of the review will include, but not be limited to, capacity controls and evaluation criteria.

· Investigate what, if anything, can be done to become more engaged in the process of reviewing and determining whether additional participants may become eligible to use the City Pairs contracts (tribes, foundations, reservists, etc.).

· Mr. Fitzgerald and the carriers to meet separately on November 14, 2003 regarding carrier dissatisfaction with overcharges, the quality of the auditing contractor, and the data supporting or not supporting the efficacy of the current overcharge policy/process

· Work with GSA SmartPay to ensure travel agency program coordinators are properly educated about the account numbering structure for the travel card.

· Consider carriers' request to only include markets which are likely to be awarded, and to delete those which, according to historical data, are unlikely to be awarded.

· Consider two carriers' request to revert to old way of alphabetizing foreign routes, and grouping domestic routes alphabetically and by city

· Include in the City Pair solicitation a list of airports in metro areas where there are multiple airports (e.g., Washington, DC and its three airports).

· GSA, the agencies and the carriers to reconsider the definition of Group for FY05:

            -- What a Group is

            -- When, if ever, there can be exceptions to the definition of a Group

            -- What GSA's needs are for Groups

            -- What carriers' policies are for Groups, and potential risks for Groups

            -- Travel officials' problems implementing the new GSA Group definition

            -- Existing contractual obligations regarding Groups

Carriers

· Carriers to continue looking for ways to speed up the refund process.
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