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Consumer Choice National Hearing Testimony
Presented: July 11, 2002

Fairmont Hotel

San Francisco, California

By Les M. Ottolenghi
President & CEO of AgentWare Inc. of Atlanta Georgia.

Good morning ladies and gentlemen, my name is Les Ottolenghi and | am the President and
CEO of AgentWare Incorporated of Atlanta, Georgia. It is an honor and a privilege to appear
before your commission and offer what expertise | have regarding this topic. On behalf of my
company and myself, thank you for the opportunity to speak before you today.

A brief background of my company and my experience with this topic can be stated as follows:

AgentWare is a four-year old software company focused on providing cost-effective services
to the Travel industry. AgentWare has developed and implemented a proprietary software
application, called Travel Console, that performs simultaneous and multiple searches for travel
fares only available on the Internet. AgentWare’s sells Travel Console primarily to travel
agencies and corporations. Founded by Travel Industry veterans, AgentWare’s Mission is to
make all information regarding travel fares and inventory available to the largest buying
audience for travel; the travel manager, travel agent and ultimately the customer. By providing
one single computer screen for seeing all GDS, Internet and other private travel fares,
AgentWare enables a fair and level playing field for travel agents, to compete in the world of
travel retailing as well as benefit their customers with the best offerings from any channel of
travel distribution.

AgentWare’s approach to the market is born from the experience of its two founders, Mr.
Glenn Martin, its Chief Technology Officer, and myself. Mr. Martin and | began with the
concept for AgentWare while completing our masters’ studies in business at Emory University
ten years ago. In practice, while employed at Holiday Inn Worldwide we launched the first
Internet travel Web Site which accepted reservations, in 1995, 18 months before any other
such reservation system made it to the Web. From 1996-1998, Mr. Martin as Director of
Technology Development, and I, as CIO & Vice President of Information Technology at
Carlson Wagonlit Travel, developed the first WEB based reservation platform for travel
agents, incorporating both the Galileo and WorldSpan GDSs via the Internet --- two years
before such systems were made generally available to the travel industry. Today, aside from
our duties at AgentWare, Mr. Martin is on the marketing forum board at the Cal Berkley School
of Business, while | serve as an adjunct professor of business at Emory University teaching
and conducting research in to electronic commerce including the authoring of a book focused
on the travel industry. Other associations include consulting for the G-15 nations and Harvard
University regarding technology and commerce.

Given our activities | have a few comments | would like to share with the commission, the first
is a point of view about the travel industry at large, a context of which will better clarify what
AgentWare does and why.

Today’s travel industry in a state of massive change and upheaval, reflected in the dynamics
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catalyzed by 9/11 and a declining economy. Specifically, there is extreme pressure on travel
suppliers such as the airlines, car rental companies and hotels to offer discounted prices on
their fares, rentals and inventory in order to stimulate demand. Elimination of travel agent
commission coupled with the rise in the direct sale of travel inventory via travel supplier web
sites signals the pressure on suppliers to cut or eliminate costs. In addition, several other
activities internal to the travel industry are changing its fundamentals and threatening to
extinguish the retail segment of the business. The current livelihood of hundreds of thousands
of Americans are in doubt, and consumer choice is at stake. To better understand these
forces and their impact | draw your attention to the following diagrams which describe the
travel industry, how it interrelates and where the problems are:

Travel Industry Dynamics: How the parts work together (Diagram I)

Distributors Retailers
IIDD . GDS |:| * Travel Agents
HE . «Corporate Mgrs
*Switches
g N

$

transactipn

*Suppliers: Delta, Mariott, Avis, etc.

*Distributors: Sabre, Worldspan, Amadeus, Galileo, Pegausis
*Retailers: Carlson, AMEX, Rosenbluth, etc.

*Consumers: Managed/Un-managed

Travel Industry Economics: What is happening & Why? (Diagram Il) — economics and drivers,
actions taken by suppliers
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Distributors Retailers
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*» Suppliers HIGHEST VARIABLE COST = DISTRIBUTION!

* Distributors: Raising Fees

$ transaction

* Retailers: Income dropping/Going out of business

« Consumers: paying more for travel & getting less

Travel Industry Pressures: Distribution & Alternatives (Diagram lil)
Consumer direct, On-line Agencies Non-competitive & Eliminate Travel Agent

Distributors Retailers

. GDS *Travel Agents
_—

» Supplier Direct Sales: ex. AA.com
» Supplier owned travel agencies on-line: ex. ORBITZ

 Exclusion of Travel Agents from Distribution & Integration to
Travel Agency systems & business processes

* Supplier by-pass of GDS

» Consumers lower service: selection, options, after-sale, etc.
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Travel Industry Changes: Economic Impact (Diagram IV) disintegration of travel agent, but
reality of buying patterns is agent is essential, few unbiased options available to

consumer
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AgentWare offers Travel Console to empower travel agents in these difficult economic times.
Travel Console provides a unified view of air, car and hotel fares from 96 publicly available
web sites, as well as 47 sources of consolidator fares which can be marked-up by travel
agents. Travel Console does not “spider” web sites. Travel Console does not “bot or robot”
web sites. AgentWare does not scour these sites and store the information for booking at a
later time. Instead, Travel Console automates the process that an agent needs to get fare
information from the sites searched. The information gathered by Travel Console is presented
in real-time to the travel agent for the benefit of a business or leisure customer. If the
consumer decides they want to buy an Internet fare the travel agent can perform the booking
for that client DIRECTLY ON THE WEBSITE. This is an important point, because the airline
web sites searched retain control of the content seen by the travel agent, as well as the
branding of the web site. AgentWare makes no attempt to hide the source of the fare
information from the buyers.

As a result of AgentWare’s method of collecting this information, the airline website is only
accessed when a request is made on behalf of a customer — just like when a customer points
an Internet browser at a web site and puts in the dates of travel and cities to which they will
travel. The travel reservation is then integrated and recorded in to all of the standard
business and office systems that operate in the majority of travel agencies, enabling the travel
agent not only to find and reserve the best travel options for a consumer, but to provide
service for refunds, exchanges and cancellations.
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AgentWare Travel Console

Agentware Travel Console — Search Screen
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Travel Console - rosoft Internet Explorer
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Agentware Travel Console — Results Screen

Client Logo

3 Fare Search Results

(_ Lowest Fares Found . ( Search Criteria

United Airlines 212.00 Deparure City ATL
America Vest o Service Diestination City ORD
LowestFare. 222.00 Date of Departure Nar 20, 2002 1:00 P
Detta 201.24 Dete of Return War 27, 2002 1.00 PM

Frontier s mtis # of Paszengers 1

Airtran hlo Service
Contingntal 217.00
NetFaresOniine 214 50
Northwest 237 .00

Save Query Search Adain

Flaase note;

Ametican 212,00 I Travelociy, Expedia, and Orbitz have been exciuded fram
anguard Mo Service the summany table on the Jeft,

IR 295,00 Ii, Fare prices are per passenger.

Southveest Mo Service

Alaska &ir Mo Service
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TRAVEL SKYMILES

SkyMiles log in

ShkyMiles number and PIN

[~ Remember my
Skybliles number

SkoyMiles Enrollment & PIN

Links

 Site Map & Search

Site Help

%
A Delta

PROUD SPONSOR

Agentware Travel Console — Results Tabs

i

Tra
PROGRAMS & SERVICES INSIDE DELTA

Home P Trawel P Resenvations P Friced Itineraries

Reservations

Trip Planner : 1 :step2:step3:step 4
Priced ltineraries

To select the itinerary that best matches your travel plans, click in the Select tinerary colum
your itinerary choice and then click CONTINUE

Atlanta, GA to Chicago-Ohare, IL on Wednesday, 20 Mar 2002
Chicayo-Ohare, IL to Atlanta, GA on Wednesday, 27 Mar 2002

Itinerary 1 Price per passenger. $20

cartor [ cobing | Dopars | __amwes [ |

ltinerary | Flight# | Class [E3S Dats Time  Te Date Time

o

Delts 1542 Coach(l) ATL 20 Mar2002 12:30pm 20 Mar2002  1:27pm
ORD

Delta 1175 Coach (L) 27 har 2002 1:20pm 27 Mar2002  4:29pm

Note: The follawing fare rules apply to this itinerary - Rule 1

Meta: Tha fallawina fara milas annh to thic finaranc. Ruls 1
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» Customers demand Internet fares

» Suppliers under pressure to cut costs: = Excellent consumer self service
highest variable cost — distribution technologies exist to meet consumer
> Distribution costs rising through needs; ex. SideStep
traditional channel of GDS = On-line Agencies, like Expedia or
= Price hikes of at least 2% per year Orbitz do not service customer

needs

» Travel Agencies are an honest broker
& only ally of Consumer — no product

» Suppliers eliminate commissions and sell
direct or build on-line agency

> Suppliers sell deep discounts ONLY on allegiance — just service good service is
their websites to attract consumers how they survive. But ,TA’s do not have
> However costs & logistics of selling direct access ad certainly no integration to
are high — customer service & bundling webfares ] ]
other travel products = New classes of higher prices fares

emerge and travel Agent disappears
without a fair ability to compete

— Blocked from sites & not
integrated

= Ultimately Consumer loses
v' Choices limited
v" No full service
v' Price shifting

v" No Honest broker acting on
consumer behalf

= Moreover incomplete offering that
disadvantages consumer

Industry of Problems for the Consumers

Travel Agents find themselves in a difficult situation. Their livelihood has already been
threatened by the elimination of commissions paid by the airlines, and the Internet has placed
travel information in the hands of the consumer to a degree never before seen. Between the
arms of this vise, decreasing revenue from the supplier side, and the increasing power of the
consumer, travel agents need low cost technology alternatives to continue to add value to the
travel procurement process. The best way for travel agents to add value is through the cost
efficient aggregation of all travel options for presentation to the end customer — the traveler.
This value is the core role travel agents have played since the beginning of tourism. Travel
agents collect travel information from multiple sources, add their knowledge of the destinations
and services provided by suppliers ultimately to help consumers make educated and
economically sound choices. Nonetheless, airlines are now contemplating blocking travel
agents from making reservations from their web sites. Without enabling technology and
access to consolidated information about fares being made directly available to consumers via
the travel agent, the consumer will ultimately suffer higher prices, fewer choices and the
industry will lose the consumers greatest ally and proponent — the travel agent.

Ladies and Gentlemen, thank you for the opportunity to speak with you today.
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