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Australian travel agencies currently employ over 35,000 Australians throughout the nation and
contributes over $30 billion annually to the economy across more than 4000 locations in Australia.
Over the past five years the industry has seen significant change but has continued to grow at a rate
between 3% and 4% annually.

The Australian travel sector contains businesses both large and small, ranging from ASX listed
companies, including Flight Centre Travel Group Limited (FLT), Corporate Travel Management (CTD)
and helloworld (HLO), online only agents such as Expedia.com.au, to sole operators in small regional
towns. Travel agencies are a major employer within the community in which they operate providing
sought after professional advice to Australians travelling domestically and overseas both in the
leisure and corporate travel sectors. In the 2014/2015 financial year, 83% of all international travel
by Australians was purchased through a travel agent (IATA, 2015).

The Australian Federation of Travel Agents Ltd (AFTA) was founded in 1957 to:

e establish professional standards for travel agents;
e stimulate, encourage and promote travel;
e bring together those acting as intermediaries in the distribution of travel related services;

e build strong working relationships with suppliers and consumers of travel related services.

As the peak industry body in Australia, AFTA represents the majority of retail travel agents including
all of the major travel agency groups. AFTA’s membership accounts for approximately 80 percent of
Australia’s travel intermediaries representing more than 96 percent of travel intermediary turnover.
AFTA also has a substantial base of associate members, representing non-intermediary sectors of the
travel related services industry. Members are bound by AFTA’s Code of Ethics and are accredited
(where eligible) under the national industry scheme known as the AFTA Travel Accreditation Scheme
(ATAS).

AFTA represents the interests of its members on many local and international associations and
boards, including peak bodies of other national associations. AFTA also contributes significantly to
the Australian domestic tourism industry by taking leadership on many challenges and engaging with
like-minded industry representative bodies.

AFTA administers Australia’s only accreditation scheme for travel agents known as ATAS. ATAS has
been endorsed by all state and territory jurisdiction’s consumer affairs and fair trading departments.
This follows the deregulation of the eight separate legislative regimes, governing travel agents from
state and territory jurisdiction.

ATAS accredited travel agents are committed to maintaining Australia’s world class travel industry.
In particular, ATAS accredited travel agents strongly believe in a thriving Australian tourism domestic
industry, in which Australians also enjoy holidaying domestically.
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AFTA’s 2016-17 Commonwealth Pre-Budget Submission details initiatives that will support the
growth of the travel and tourism sector while supporting the Government’s plan to balance the
Budget. This submission is framed to support the current levels of Government appropriation for the
Foreign Affairs, Trade and Investment and Immigration and Boarder Protection portfolios. These
portfolios have a critical role in ensuring the competitiveness of Australia as a world class tourism
destination and ensuring Australians have strong support structures while traveling internationally.

The Australian Tourism and Travel industry are net contributors to the Commonwealth Government
and AFTA’s recommendations seek to improve the overall efficiency and effectiveness with which
Government services are currently being delivered.

The travel and tourism sector through the Passenger Movement Charge (PMC) will contribute
$1.004 billion to the Commonwealth Government in 2016-17. The PMC was originally intended to be
a cost recovery mechanism for the facilitation of passengers, but it is now forecast to over collect by
$757 million in 2016-17. Australia is also still the most expensive country to gain a passport with a
fee of $254 for a standard passport application. The PMC and passport fee will this year contribute
more than $1.6 billion to Government revenue while government services provided will cost less
than $500 million. This revenue does not include the substantial company tax or income taxes paid
by AFTA members or their employees. AFTA’s submission is based on lowering this gap and
minimising the impact of the regressive PMC tax.

AFTA’s submission details the following actions:

1. The Commonwealth Government to renew its commitment to freeze the PMC for the
forward estimates (2019/2020).

2. The Commonwealth Government to maintain funding of $93.7 million to the future traveller
program and $50.1m for the departure and arrival SmartGate program.

3. The Commonwealth Government to freeze the cost of obtaining a passport at 2015-16 levels
by not applying CPI.

4. The Commonwealth Government to maintain funding to the programs associated with
Smartraveller and Consular Services. Funding from this allocation should be reserved to
build an Application Programming Interface (API) to allow Australians to automatically
provide Smartraveller with their travel plans when booked through an ATAS travel agent.

5. The Commonwealth Government reform Australia’s GST Tourist Refund Scheme (TRS) to
provide an open, competitive system by private refund operators.

AFTA wishes to thank the Commonwealth Government for allowing pre-budget submissions. AFTA
and the wider travel sector look forward to working with the Commonwealth Government over the
coming financial year.
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Improving the efficiency of the
Commonwealth fravel and tourism
taxes

The Commonwealth Government is forecast to collect $1.004 billion from the PMC in 2016-17. For
the first time since the introduction of the Passenger Movement Charge (PMC), it will collect over $1
billion directly affecting the competiveness of Australia, as a tourism destination. The PMC was
originally intended to be a cost recovery mechanism for the facilitation of passengers, yet these
services cost the government $246.9 million resulting in a $757 million over collection (Department
of Immigration and Border Protection, 2015 and Tourism and Transport Forum, 2016). If the
Australian tourism industry is to achieve the visitor spend growth targets set by the State and
Commonwealth Governments, Australia’s taxes and fees must be reviewed and realigned to the
actual cost of providing these services.

Additional government
revenue from PMC allocated
for non-passenger facilitation

Services
provided to

facilitate travel
purposes =
$246.9 million

$757.4 million

OR
OR

25% of total
revenue
collected

75% of total revenue
collected

Figure 1: PMC contribution to general government revenue for 2016/2017

The Passenger Movement Charge

In 1994 the PMC was established to recover the cost of customs, immigration and quarantine
processing of inward and outward international travellers (Willis, 1994). The formation and
expansion of the PMC to a general revenue (indirect) tax, appears to be an apparent breach of
Australia’s obligations of the 1947 Chicago Convention, Article 15. Governments seeking to improve
their own budget position through the charging of travellers to enter and exit a country decrease a
country’s appeal to overseas inbound travellers (Forsyth, et al., 2014).

Instead of funding passenger processing and facilitation at airports and seaports as originally
designed; the PMC has become in the view of the Centre for Economics and Policy Study; “a transfer
payment from tourism to non-tourism industries ...(as) an additional export tax, on top of existing
taxes that international tourists pay. (Forsyth, et al., 2011)”".
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The PMC impacts an industry’s ability to accommodate shocks because of the small margins on
airfares and other travel products. Information collected from various ASX listed company’s annual
reports indicate that; Australia’s average international ticket price for 2015-16 was $1091, down
from $1,100 in 2014-15 (IATA, 2015 and Annual Reports, 2015). The PMC therefore still represents
5% of the ticketed price and means that the tax collected by the Commonwealth is only two percent
lower than what is collected by an Australian travel agent. Any increase in the PMC will result in
Australian travel agencies margins being made tighter and put at risk the more than 35,000
Australians employed in regional and metropolitan Australia (AFTA, 2014).

Turnover changes from 2014-15

$76 = 7% of ticket

2015-16 Avg.
international ticket price

from Australia = $1091 No Change
$55 PMC = 5% of ticket

Figure 2 — The breakdown of an air ticket based on YE December 2015 average air ticket price for travellers
visiting Australia.

Figure 2 details that in 2015-16 there was a reduction in the overall turnover for travel agents and
airlines. In fact as the Government’s revenue is fixed, the Government’s percentage share slightly
increased. Due to the small margins of the tourism and travel sector, the impact of the previous
government decision to increase the PMC is unnecessarily negatively impacting the industry’s
margins. This is one of the reason why the International Civil Aviation Organisation (ICAO) made a
distinction between a charge (levied to defray the costs of providing facilities and services for civil
aviation) and a tax (levied to raise general governmental revenues that are applied for non-aviation
purposes) for passenger facilitation (International Civil Aviation Organization, 2000).

Australia confirmed to ICAO in 2009 that the PMC, by this definition, was a “non-hypothecated tax
levied on international passengers departing from Australian airports,” qualifying that it “contributes
to recovering the costs of a range of aviation security initiatives”. The passenger facilitation program
administered by Australian Border Force appropriated $247.9 million in 2014-15. Of this $93.7
million for the future traveller program, $50.1m for the new Smartgate technology and the
remainder for operations (Department of Immigration and Border Protection, 2015). It was noted in
the Mid-Year Economic and Fiscal Outlook (MYEFO) a reduction of funding to Biometric data
platform program from this overall program.

This is a worrying indication that the Government is not committed to improving Australia’s
passenger experience to be worlds best. Considering the PMC is the highest in the world, passengers
have the right and expectation of continuous improvement. The Government’s over collection is
emphasised when percentage profitability is applied to an average price of an air ticket.
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Figure 3 details the margins as a percentage of its turnover for airlines, travel agents in the Asia
Pacific and Government’s over collection on each ticket sold. IATA’s 2015 state of industry report,
noted that profitability in the Asia Pacific on average for an airline is 3%. AFTA’s member survey also
found the same margin for travel agents. The Government’s profit / over collection per air ticket sold
is 75% per ticket sold resulting in the Government having higher returns than the suppliers.

m Airline  m Travel Agent ® Commonwealth Government

Figure 3 — Yield per Air ticket as percentage for 2015-16.

Given this over collection AFTA believes that the Government should commence the process of
closing this gap. The Government should therefore rule out any increase in the PMC as it will likely
have a negative impact on travel agents and airlines.

Any further increases will have the potential to impact Australia’s ability to meet the visitor spend
targets, attract investment in the broader economy and fulfil Australia’s soft power initiatives such
as the new Colombo Plan through the Asia Pacific. The PMC is an indirect negative tax which does
not support or encourage economic growth.

Action:

AFTA calls upon the Commonwealth Government to continue to freeze the PMC for at least the
forward estimates (2019-20); until the revenue collected is matched to the cost of administrating
the services.
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A traveller’s first and last experience while holidaying in Australia is provided by the staff of the
Department of Immigration and Border Protection and the Australian Border Force. AFTA recognises
that substantial improvements have been made through the future traveller program and
encourages the Commonwealth Government to maintain the current appropriation in real terms for
this program. Continuing the current appropriation would allow for the sustained rollout of
automated departure and arrival controls and digitisation of the incoming and outgoing passenger
cards. These measures will assist the Department of Immigration and Border Protection to achieve
the government wide efficiency dividends. For the 2016-17 Budget funding can be sought from the
remaining $757 million collected through the PMC as originally intended.

Automated departures control

The future traveller program is installing 92 next generation SmartGates for Departures across
Australia’s international airports allowing 14 trusted countries to depart Australia seamlessly. This is
a welcome development and represents a major improvement in passenger facilitation in Australia.

Initial reports on the trial of departure SmartGates at Brisbane and Sydney Airports have shown high
traveller satisfaction. The current funding of $50.1 million needs to maintained in real terms to build
on the initial success of the program.

The 2015 tourism industry submission on the PMC to the Department of Immigration and Border
Protection added that the installation of departure SmartGates also reduces the physical footprint of
the immigration control checkpoint area. This provides a commercial opportunity for airport
operators as the areas vacated are returned into the lease portfolio.

Action:

Funding should also be allocated for the finalisation of the digitisation of the departure card.

Digitise departure and arrival cards

The departure and arrival cards collect data that the traveller has already provided to the
Government or supplier. The cards are collected manually, scanned and the information distributed
to the relevant government department. AFTA has been advised that there are more than five
different departments gathering information from these cards, some of which are entered manually
due to the variations in traveller’s hand writing.

AFTA has had constructive dialogue with the Department of Immigration and Border Protection on
possible solutions to collect the data from within the booking process. Such processes require the
suitable government appropriation to ensure there is no cost shift to the private sector and it’s
successful implementation especially given the over collection noted by the PMC.

AFTA’s solution which has been put forward to the Department of Immigration and Border
Protection builds on the successful 2008, i-94w green arrivals form innovation. In the US, the
replacement of it’s infamous 1-94w green arrivals form with digital data transfer has proved very
successful. The move has resulted in a decrease in service times for front line service personnel of
25 to 30 seconds including finger printing per traveller (Wagner, 2012).

Action:

AFTA calls upon the Commonwealth Government to allocate and maintain in real terms funding
for the future traveller and SmartGate programs.
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Support for SmarTraveller, Consular
and Passport Services

The services provided by the Department of Foreign Affairs and Trade (DFAT) are pivotal in ensuring
Australians travel safely with the appropriate safety net. 83% of Australians travelling internationally
choose to book at least one element of their trip with a travel agent. In this section AFTA will detail a
number of reforms to reduce the barriers of travel for Australians while improving Government
oversight and insights on consular services. AFTA also maintains that the cost of an Australian
passport is limiting some Australian’s ability to travel. The ability to assess and provide passports is a
fundamental government process and further price increases will increase the barriers to travel.

Passport fee

Unlike comparable countries, the Australian Government views passport application fees as a tax,
rather than a cost recovery exercise (Australian Customs and Border Protection Service, 2014). This
is largely because demand for passports have historically been relatively price inelastic, in that fee
reductions do not materially stimulate demand (Foreign and Commonwealth Office, 2009).

PASSPORT FEES, SELECTED COUNTRIES

Australia $254 $254 N/A

Canada C$160 $161 58% higher

Singapore S$$80 $78.50 224% higher

United Kingdom £72.50 $149.50 70% higher

United Statest Us$110 $155 64% higher

New Zealand NZ$180 $168 51% Higher

Based on in-country passport application for 10 -year adult passport books. t US i ni ti al applications also attract a

Sources: Australian Passport Office, Passport Canada, New Zealand passports / Uruwhenua Aotearoa, Singapore Immigration and Checkpoint s Authority, Gov.uk,
US Department of State

Figure 4: Passport fee comparison

While the fees associated with a passport may not drive demand, high passport fees are another
barrier to travel. The Australian passport attracts the second highest fee in the world, far
outstripping those of a comparable country at an average of 93.4%. Unlike most of these
comparable countries, Australia views passports as a tax revenue source rather than a cost recovery
exercise due to this being a fundamental right of Australians.

DFAT is forecast to receive $368 million from passport applications in 2016-17 (DFAT, 2015).
Meanwhile the passport programme is forecast to cost the government $270 million this year (DFAT,
2015).

The damage of this policy is beginning to be understood yet the government continues with yearly
CPl increases. Although child passports are half the cost of adult books, for a family of four

Australians travelling internationally, passport applications still represent an initial outlay of $762.
For lower income families, this is a considerable investment and can influence international travel
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plans. Since outbound travel by Australians assists international airlines in filling seats and making
routes feasible, the tourism industry is resistant to any plans to raise passport fees further.

Action:

AFTA calls upon the Commonwealth Government to freeze the cost of passports for the 2016 -17
Budget

Smartraveller
Smartraveller is designed to assist Australians when travelling overseas and in the event of an
emergency allow DFAT to contact a traveller or their family.

AFTA believes that the Government should invest in making it easier for Australian travellers to
update their travel plans and contact details in Smartraveller. AFTA requests that the Government
scope the following project as part of its Innovation agenda.

As of Year ending June 2015, there are approximately 8.2million outbound departures from Australia
every year of which 83% are booked through a travel agent (Tourism Research Australia, 2015 and
IATA, 2015). AFTA represents the vast majority of travel agents across Australia and has an existing
relationship with DFAT to deliver Smartraveller travel advice alerts to over 3100 travel agencies.
These alerts assist an agent to provide advice to Australians looking to travel overseas or who may
be currently overseas. Of the 8 million Australians travelling, there is only around 150,000 people
receiving the alerts.

A traveller who uses a travel agent should be able to opt in to have their contact details and itinerary
automatically uploaded into Smartraveller. The traveller could agree to upload their trip details to
Smartraveller via a tick box (if booking online) or via a signature (instore). This would alleviate the
need for the traveller having to manually enter the data themselves and ensure a much higher level
of Smartraveller registration.

Developing an API to allow the travel agent to send through the Global Distribution Systems (GDS),
the traveller’s details and itinerary and finally to the suppliers and Smartraveller simultaneously. A
GDS is a network operated by a company that automates travel transactions between travel service
providers (airlines, hotels, attractions) and travel agencies. The APl would need to link to the three
separate GDS’s which operate in Australia and would automatically upload the traveller’s details
securely to the Smartraveller databases. This process would mean there is little or no impact for
travel agents and it will be compatible with both online and offline travel agents.

Booking information sent to

Hotels, airlines, attractions, etc.

o —
e

"W smartraveller.gov.au

Figure 5 — Information flow of the new APl and current distribution system
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The benefits would see a greatly enhanced uptake of Australians having their travel plans registered
automatically via the opt-in process and establish strong links between travel agencies and
Smartraveller. The outcome of this enhancement is that the Government would be able to allocate
resources more efficiently where there is an increased risk profile. Secondly the Government will be
able contact travellers in the event of an emergency.

Action:

Funding be allocated to development of an API to improve the effectiveness of the Smartraveller
platform from the current PMC over collection which is paid by Australians.

Consular Services
AFTA works in partnership with DFAT to educate travellers and the Australian travel sector about the

importance of taking out travel insurance, having the correct vaccinations and ensuring the
destinations they are wanting to travel to are safe. Maintenance of DFAT’s appropriation is of critical
importance to maintain these education and support programs.

AFTA’s members are the first point of information for travellers seeking to travel internationally and
therefore have firsthand information on their requirements. AFTA engages with the Consular
Consultative Committee with the aim of lowering the number of Australian’s requiring assistance
while abroad.

To achieve this AFTA works in partnership with DFAT to improve how the department engages
travellers who are more likely to undertake high risk activity. AFTA completes this on behalf of the
travel sector as a part of our industry’s obligation to the Australian community. AFTA regularly
supports DFAT messaging via our social media channels and supports for Nicole Fitzsimons
Foundation.

Continuation of the current appropriation to support the 844 Australian consular staff located
internationally is critical for traveller support. These staff provide the safety net for Australian
travellers and they provide an essential last resort for many Australians who find themselves in
difficulty or distress in another country.

AFTA wishes to continue to work with DFAT to educate Australian travellers on their responsibilities
associated with travelling to high risk destinations with the aim of lowering traveller’s need to access
these services.

Action:

AFTA calls upon the Commonwealth Government to maintain the appropriation to the programs
associated with Smartraveller and all Consular Services.
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Tourism Shopping Reform

AFTA and the Tourism and Transport Forum (TTF) are the Co-Chairs of the Tourism Shopping Reform
Group (TSRG) to reform the Tourist Refund Scheme (TRS). The TSRG has submitted an independent
submission and this section summarises AFTA’s support. This proposal is long overdue and we call on
the Commonwealth Government to reform the TRS to provide an open, competitive system
operated by private refund providers which allows reimbursement whilst visitors are still in
Australia.

The TSRG’s submission will also allow the Commonwealth to access an additional $21.2 million if this
recommendation is included in the 2016/2017 budget. It will also deliver an additional economic
benefit of $226 million to the Australian economy and assist state, territory and Commonwealth
Governments to fulfil their election commitments to double overnight visitor expenditure by 2020.

Average CHINESE expenditure on tourist shopping — Australia V Singapore

R
- .

Australia Singapore

Total

shopping OTHER
14%

Food,
drink and
accommo ACCOMMODATION

dation 23%

23%

Other
63%

FOOD &
BEVERAGE
9%

2014 figures 2014 figures

Figure 6 — Australia and Singapore shopping market share of Chinese travellers.

The TSRG believes that this approach will drive tourist shopping and facilitate product development
to international visitors leading to increased spending by international visitors. As demonstrated in
Figure 6 Australia’s share of the lucrative Chinese shopping market is 35% smaller than that of
Singapore. Feedback from the retail sector and visitors detail that the lack of private operated TRS
which can drive inbound sales and provide customised services is a reason for this.

Action:

The TSRG calls upon the Federal Government to reform Australia’s GST TRS to provide an open,
competitive system by private refund operators, noting that this will drive tourist shopping and
product development to international visitors and allow reimbursement whilst visitors are still in
Australia.
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