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Summary

This paper concerns application for authorisation A90525 by Qantas Airways Ltd on behalf of
its subsidiary, AAA, regarding a fares agreement relating to the Australia/Taiwan air route.
The agreement was reached outside the International Air Transport Association (IATA) with
China Airlines Limited, on behalf of Mandarin Airlines and Eva Airways Corporation.

The Commission granted interim authorisation on 9 October 1991 for six months, and later
extended this to the date of issue of the final determination, or 30 June 1992, whichever comes
first.

On 10 April 1992 the Commission issued a draft determination proposing to grant
authorisation to AAA’s tariff arrangement, on condition that there is no requirement on the
carriers or travel agents:

* to charge the fares (or pay the commissions) in Australia that have been set by the
agreement; and

¢ not to advertise in Australia tariffs they are actually charging, and that the carriers and
travel agents concerned are kept aware of this condition.

iI‘here were no requests for a pre—decision conference to be held, and no additional submissions
odged.

Accordingly, the Commission confirms its draft determination and grants authorisation to the
conduct.
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1. The application

1.1 On 12 September, 1991, Qantas Airways Limited (Qantas), on behalf of its
wholly owned subsidiary Australia—Asia Airlines Limited (AAA) lodged an application
for authorisation (A90525) with the Trade Practices Commission (the Commission)
under sub section 88(1) of the Trade Practices Act 1974 (the Act). A copy of the
application and supporting submissions is at Attachment A.

1.2 The arrangement, the subject of this application, relates to an agreement
reached outside IATA (the International Air Transport Association) on tariffs and
related conditions between AAA and China Airlines Limited, on behalf of Mandarin
Airlines and Eva Airways Corporation, both of Taiwan, for services operating between
Australia and Taiwan. :

1.3 Such an arrangement has the purpose, or has or may have the effect, of
substantially lessening competition within the meaning of section 45 of the Act.

1.4 As the AAA service was proposed to commence, and did commence, on

11 October 1991, the Commission granted interim authorisation to AAA on 9 October
1991 for a period of six months. It was later extended to the date of issue of the final
determination, or 30 June 1992, whichever comes first.



2. Background to the application

2.1 The Commission has previously authorised tariff setting arrangements in
respect of multilateral and bilateral air services conducted under the auspices of IATA,
and has also considered and authorised Qantas to enter into tariff setting agreements
with airlines outside the IATA tariff setting mechanism (A90427).

2.2 On 26 April 1991, Qantas wrote seeking to include the arrangements of AAA
within the scope of A90427. However, legal advice obtained by the Commission
indicated that A90427 did not extend to Qantas subsidiaries. Consequently, Qantas, on
behalf of AAA, has lodged this application (A90525).

2.3 The Commission granted interim authorisation to this application (refer to
paragraph 1.4) subject to the following conditions:

. that any such tariff would, by its nature, stipulate the passenger fare or cargo
rate, as the case may be, at a specific level or levels;

. that any such tariff would, by its nature, stipulate the specific conditions
related to the passenger fare or cargo rate, as the case may be;

. that prior to the implementation of same any such tariff would be formally

filed where necessary with the Australian Department of Transport and
Communications for approval;

. that any such tariff would not be implemented until published for the
information of the trade and consumers;

. that any such tariff agreement would not include any obligation, as between
the airlines, to comply with the agreement reached;

. that there is no requirement on carriers or agents to charge the tariffs (or pay
the commissions) in Australia that have been set by the agreement; and

. that there is no requirement on carriers or agents not to advertise in
Australia tariffs they are actually charging.



3. Statutory test

3.1 The TPC cannot, under section 90(7) of the Act, authorise the agreements
unless it is satisfied that, in all the circumstances, it has resulted, or is likely to result,
in a benefit to the public and that that benefit outweighs or would outweigh any
detriment to the public constituted by any lessening of competition that has resulted, or
is likely to result, from giving effect to the agreement.



4. Qantas agreements and government
involvement |

-

4.1 The agreements engaged in by Qantas and AAA represent a means by which
carriers jointly recommend an agreed tariff, on a particular route, to the respective
governments concerned for their approval. It should perhaps be emphasised that these
agreed tariffs are quite distinct from those arising out of the IATA Traffic Conferences
which Qantas, as the IATA member concerned, would recommend to the Australian
Government. The IATA tariff agreements, along with other non-tariff rules,
regulations, agreements and resolutions of IATA, relating to international airlines
operating in Australia, have already been the subject of determinations issued by the
TPC (A3485 ~ 31 October 1984, A90435 - 23 December 1985). The non—tariff
arrangements which concerned various operational matters, for example safety and
interlining, were granted authorisation by the TPC. The tariff agreements were also
authorised provided there were no attempts to compel airlines or travel agents to
adhere to the tariffs arrived at under the agreements.

4.2 Government involvement in international air transportation was explained at
some length in the TPC’s October 1984 IATA determination (paragraphs 14 to 29). In
that determination Article 6 of the Chicago Convention of 1944 on International Civil
Aviation was quoted. This provides that:

No scheduled international air service may be operated over or into the territory of a
Contracting State, except with the special permission or other authorisation of that
State, and in accordance with the terms of such permission or authorisation.

In accordance with this principle, bilateral air services (or air transport) agreements

are concluded between governments of countries when scheduled air services are to be

instituted between the countries concerned. Such agreements generally include a

variety of articles relating to such matters as the grant of rights, transit and traffic

gilghts, the principles governing operation of agreed services, tariffs and settlement of
isputes.

4.3 A majority of Australia’s bilateral air services agreements and arrangements
state in their respective tariff articles that:

... agreement on tariffs shall wherever possible, be reached by the designated airlines
concerned through the rate fixing machinery of the International Air Transport
Association. When this is not possible, tariffs in respect of each of the specified routes
shall be agreed between the designated airlines concerned. In any case, the tariffs
shall be subject to the approval of the aeronautical authorities of both contracting
parties.

In general, most of Australia’s air services agreements intend the same result, that is,
that tariffs be agreed through IATA or between the designated airlines concerned.
Once agreement has been reached between the airlines, the proposed tariffs are filed
with the Department of Transport and Communications (DTC) for approval under Air
Navigation Regulation 106A and with the relevant authority of the foreign government
for approval. According to the DTC:

. ANR 106A is administered in a manner to give effect to the Government’s decision in
1981 that airlines serving Australia would be left as free as possible to set fares in
accordance with their commercial judgment and to meet market demands;

. the DTC issues a direction under ANR 106A specifying the minimum fares that may
legally be charged for different classes of travel over a particular route;
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. airlines operating on a route may set their fares at or above the specified minimum
for each class of travel; therefore airlines can and do set fares in accordance with
their individual commercial judgments.

4.4 However, the TPC’s legal advice is that the operation of ANR 106A does not
exempt the agreements between the airlines on tariffs from the provisions of the Act
outlawing price fixing agreements. Hence the application by Qantas for authorisation
of the agreement on public benefit grounds.

4.5 In the case of carriers who are not members of IATA for tariff coordination
purposes, the agreement covered by the current application represents a means for
these carriers to satisfy the expectations of their respective governments regarding air
services with other countries. In the case of IATA members, on the other hand, certain
tariff agreements are not made pursuant to IATA procedures for the following reasons.

. Where it is necessary to adjust fares on a regional basis, eg Asia, and some of
the carriers concerned are non-IATA, it is necessary in practice to establish
agreements through multilateral rather than a series of bilateral discussions;
such gegreemIAT :‘nts could only be achieved through multilateral discussions
outsi

. There may be a failure to reach agreement within IATA, so it is subsequently
decided to resolve matters outside the IATA conferences eg because of
conflicting interests of the carriers involved, it may not be possible for a tariff
between two countries to be agreed within IATA which would be satisfactory
to the two principal carriers involved, ie the national carriers of the two
countries concerned.

. The IATA carriers may simply prefer the flexibility of reaching tariff
agreements outside the IATA conferences on certain routes. Also fare
adjustments may be concluded and implemented more rapidly in some cases if
undertaken outside the IATA conferences.

. In many cases it may be more efficient to reach tariff agreements outside the
IATA conferences, and subsequently to process that agreement through the
IATA machinery.

Hence, authorisation is being sought for an agreement reached outside JATA,
irrespective of whether IATA or non-IATA carriers or both, are involved.

4.6 Qantas has stated that tariff agreements concluded outside IATA are usually
negotiated on a bilateral basis, but there are cases where it is desirable or necessary to
conclude such arrangements on a multilateral bagis. For example, because of the close
relationship of fares between Australia and various European countries, should it be
necessary to make changes to these fares outside IATA, a more efficient way of
handling such changes may be to discuss them on a multilateral basis. Because of the
impact of a fare change to one country on fares to another country in close geographic
proximity, it can often be difficult to achieve fare adjustments to a region involving
multiple countries without multilateral discussions as opposed to a series of separate
bilateral discussions. This situation also exists in the case of the development of and
amendment to fares between Australia and Asia. Additionally, because of the impact of
a fare change to one country on fares to another country in the Asian area the only
efficient manner of facilitating adjustments is to undertake these through multilateral
discussions. Yet they cannot be concluded through the IATA traffic conference because
most of the carriers concerned are not members. This is also recognised by the
governments concerned and consequently they have accepted that fares between
Australia on the one hand and the ASEAN countries and Hong Kong on the other
should be developed through multilateral discussions between the airlines.



5. Submissions by Qantas

5.1 In its submission, Qantas said that it relies on the arguments and
submissions lodged in support of the Qantas application A90427, which was authorised
by the Commission on 20 July 1987. A copy of Qantas’ submissions in support of that
application is on the Public Register

5.2 Qantas also said that the agreement, the subject of this application, is
substantially in the form of those agreements authorised under application A90427.

5.3 In relying on what was said by the Commission in previous authorisations,
and on what Qantas itself has said in its submissions on A90427, Qantas is relying on
aspects of the Commission’s determination in A90427 at paragraphs 11 to 41, and on
aspects of its own submissions on A90427. '

5.4 Qantas claimed the following in its submission on A90427, in regard to
similar agreements to that which is the subject of this application.

. There is no obligation in the industry to comply with the agreed tariffs,

. Irrespective of whether tariff agreements are concluded inside or outside the
IATA traffic conferences, the end result is the same.

. Australia’s air service agreements and arrangements with other countries

dictate the consultation/agreement procedures on tariffs adopted by
international airlines.

. Parties to Australia’s air agreements are not empowered to unilaterally
change the agreed procedures for tariff determiation — only the Australian
and foreign governments concerned, by negotiation and agreement, can alter
aspects of the air agreements.

5.6 Commenting on public benefit resulting from the agreements, Qantas has
said in its submission on A90427.

. Benefits that arise from the non—-IATA tariff agreements are the same as for
the IATA tariff agreements.

. There is public benefit in the preparation and availability of tariff information
providing a basis for determining fares and for fare structuring that is known
throughout the industry.

. The arrangements enhance the efficient operation of the industry by enabling,

for example, a lower or more attractive tariff to be agreed and approved far
more quickly than through the IATA conference system.

. By enabling non-IATA airlines which cannot use IATA procedures to reach
agreements on tariffs, the agreements make unnecessary the direct
involvement of governments in the tariff fixing process and so avoid a
complex, cumbersome, costly and time consuming process which could not be
undertaken in any event without detailed airline background involvement.

[ The arrangements contribute to the quality of services available by enabling
(non-IATA) airlines to provide a range of interlining’ possibilities and
flexibility and choice to the consumer.

Interlining — the practice whereby a passenger may use the services of more
than one airline while holding only one ticket.

6



5.6

5.7

asked Qantas to supply additional information concerning the arrangements. A copy of

—

In regard to anti-competitive detriment Qantas has said in its submission on
A90427.

Each carrier decides if it will comply or cease to comply with an
agreed/approved tariff.

The jurisdiction of governments covers the function of policing or ensuring
approved tariffs are complied with and ‘maintained’, and this does not form
part of the airline tariff determination process.

Discounting of approved tariffs in the industry will not cease, or be affected,
by any Commission decision on this application.

The arrangements will not act as a barrier to new entrants to the industry
since determination of entry falls within the province of governments.

There is no restriction of competition in respect of non-price related matters
or advertising.

Subsequent to the lodgement of this apphcahon (A90525), the Commission

that response is at Attachment B.

5.8

In general, Qantas said that a majority of fare sales to date have been

discounted, as the market is highly competitive at the travel agency level, where ...
mark-ups are kept to 2 minimum ...’, and between competing airlines.
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6. Other submissions

6.1 The Commission invited comment from organisations and individuals in the
air travel industry and from consumer organisations. Responses were received from
only four interested parties.

Garuda Indonesia

Olympic Airways SA

Jetset Tours (Jetset)

Department of Transport and Communications (DTC).

6.2 None of these organisations opposed authorisation.
6.3 Jetset said, in its submission:

... formal tariff agreements only provide a published reference fare level within the
market place. There is intense competition between airlines in terms of setting
market pricing as opposed to tariffs and ... the Australian international travel market
is the most deregulated in the world ...

... the mechanism for agreeing published fares does not inhibit price competition
within the Australian marketplace.

6.4 DTC said in its submission:

The agreement negotiated between the Australian Commerce and Industry Office in
Taipei and the Taiwanese government, under which air services between the two
countries have been established, allows for carrier tariff determination outside the
IATA rate fixing mechanisms. The tariff structure agreed between AAA and China
Airlines, for and on behalf of Mandarin and Eva, is within the boundaries of this
agreement.

and

The department's policy on the setting of international tariffs is to leave the airlines
as free as possible to make judgments on fares in response to market conditions.
Under the provisions of Air Navigation Regulation 108A airlines are required to file
for the approval of this Department any tariff they propose to make available for the
carriage of passengers, cargo and mail.

6.5 Commission staff also contacted a number of travel agents in Sydney,
Melbourne, Brisbane and Perth for their assessment of how the market is operating in
the area covered by the agreement, the subject of this application.

6.6 The responses received indicated that the market for flights between
Australia and Taipei was very competitive with packages including air travel,
accommodation and occasionally sightseeing, at total cost which rivalled, and in some
cases were lower than, AAA’s published tariffs.

6.7 Prices quoted by agents for the AAA scheduled flights varied within a small

range, however, all agents indicated that the quoted price was open to further
negotiation, depending on competitive quotes.



7. Commission consideration

-

7.1 This application is concerned with a price agreement between non—IATA
carriers, and which Qantas claims is similar to those approved under Authorisation
A90427.

7.2 However, as noted at paragraph 2.2 above, legal opinion indicates that
authorisation does not extend to agreements entered into by Qantas subsidiaries (in
this case AAA) so that a separate application for authorisation was necessary.

7.3 Based on the Qantas projections provided in its submission the passenger
market for the route represents approximately 0.85 per cent of the inbound and
outbound passenger market, and would be in the top 25 per cent of markets measured
by t::;afﬁc volume. Of the 121 international passenger markets in 1990, Taiwan was the
36th largest.

74 The Commission considers that the Sydney/Taipei market is likely to develop
into a substantial market, given that there has been a significant expansion of
economic links between Australia and Taiwan over the last decade. There is also a
sizeable expatriate Taiwanese community in Australia, which has the potential to
provide an additional source of demand from vigiting friends and relatives.

7.5 There is considerable competition to the AAA tariffs from a number of airlines
offering flights to and from Taiwan (Taipei) at prices comparable to, and occasionally
lower than, the AAA tariff. Some of these competitive route fares include incentives
such as accommodation at stopovers and sightseeing.

7.6 The Commission also accepts that within the agents’ commission rate offered
by Qantas (see Attachment B), travel agencies are free to, and do, quote fare prices for
the AAA service that vary from agency to agency.

7.7 In addition, the Commission has found that individual agencies will enter into
further negotiation on their quote prices for the fare tariff. The Commission considers -
that this would occur where the agencies are competing to secure customers, and are
willing to accept lower returns to achieve that end.

78 It is also noted by the Commission, that AAA and Mandarin Airlines are the
only two carriers, as parties to the agreement, operating on the Sydney/Taipei direct
route at this stage. However, Eva Airlines Corporation, the third carrier to the
agreement, is expected to commence operations with two flights per week sometime
later in 1992. This will place additional competitive pressure on AAA in regard to fare
tariffs, particularly from members of the Australian Taiwanese and Taiwan
cor‘zizmun)iﬁes which may tend to prefer the two China Airlines subsidiaries (Mandarin
and Eva).

7.9 Qantas informed the Commission in its submission on A90427, and recently,
that its non-IATA agreed tariffs are distributed as follows:

Passenger fares

] Telexes to Qantas offices worldwide for the advice of Qantas sales staff and
for distribution to agents via Qantas offices.

. Computerised QANTAM passenger system, and most other major
international computer reservation systems, eg SABA, ABACUS.
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Qantas Tariff Notices are distributed to Qantas offices, to other airlines and

to agents.

. Qantas Fares From Australia book which is distributed to Qantas offices,
other airlines and agents. (Issued every two months.)

. Worldwide Air Tariff Manual. (Issued monthly.)

Fare information to consumers is available from airlines offices and travel agents.

Cargo rates

. Telexes to Qantas offices worldwide for the advice of Qantas sales staff and
for distribution to cargo agents and forwarders via Qantas offices.

* Computerised QANTAC cargo system.,

. Qantas Cargo Tariff Notices are distributed to Qantas offices, to other
airlines, to cargo agents and forwarders and to some shippers.

o The Worldwide Cargo Tariff-TACT (The Air Cargo Tariff). (Issued every two
months.)

Cargo rate information to shippers is available from airline offices, cargo agents and

forwarders.

7.10 Turning to public benefit that may flow from the agreement, the Commission
recognised, in its October 1984 authorisation of the IATA tariff agreements (A3485),
the informational value of publication of the IATA tariffs as a public benefit. The
Commission firstly noted the complexity of fares when it said:

¢ JATA-based Common Pricing

51. This is derived from the Tariff Coordination Conferences and expressed
ultimately in publications such as the Air Tariff, (see paragraph 47). This particular
publication, although not an IATA document itself (and therefore not specifically the
subject of this application for authorisation), is published by five carriers on behalf of
some 70 participating carriers and is the IATA~related publication which is most
commonly found on agents’ desks in Australia. The Air Tarxiff has two parts one
subtitled Worldwide Fares, and the other Worldwide Rules and Mileages. Between
them they cover variables such as some 50 fare types, 12 class types, up to five
seasons, currency moderation, distance limitations, stopover limits and payment
requirements. As such, irrespective of the relationship between IATA common fares
and actual market fares at any given time, the common fare listing allows quick
estimates by agents of fares for any combination of routes in the world. As mentioned
in paragraph 47, several carriers publish IAT A-derived compilations of fares for
particular purposes, and these are available to agents by arrangement.

The Commission went on to say:

The existence of competition in fares does not destroy the value of the IATA tariff as a
source of information. Considering that the flights and services that are available are
very significant in number and combination, and considering the thousands of
Australian consumers seeking flight and fare information from some 3000 retail
outlets, the Commission is of the view that there is public benefit in having a
mechanism that caters for that information need. The need does not stop at
consumers and travel agents. Airlines themselves rely on published fare data.

and
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While competition is active in terms of individual airlines and travel agents
competing in Australia by way of discounted air fares, the Commission accepts that
there is public benefit in having IATA tariff coordination to provide information that
is the underlying basis for determining fares and for fare structuring that is known
throughout the industry. IATA tariffs provide a point of reference from which
potential price competition, where it occurs, can operate. In the current market
circumstances where discounting is the norm, it would be difficult to assert that the
IATA tarifT is causing a significant detriment to competition.

7.11 These comments were made in the context of IATA fares. However the fares
set under the arrangement being considered here (a non-IATA arrangement) are also
included in the Worldwide Air Tariff Manual in a similar manner to IATA fares. The
Commission accepts the Qantas contention (as noted at paragraph 5.4 above) that there
is no essential difference to the end result, irrespective of whether the arrangements
are concluded within IATA or outside IATA. .

7.12 Qantas has said that it is relying on the submissions placed before the
Commission in previous applications to support the arguments for public benefit in
AAA’s arrangements. While competition between carriers on the one level and travel
agencies on another level has increased since the 1984 determination noted in
paragraph 7.10 above, the Commission considers that for the non-IATA decision—
making processes (which are the background to the conduct, the subject of this
application), there is no reason for the Commission to change its views on the market.
Consequently, the Commission finds that similar public benefit to that noted in
paragraph 7.10 above, flows from this non-IATA arrangement; ie:

. irrespective of the relationship of agreed common fares and actual market fares
at any given time, the common fare listing allows quick estimates by agents of
fares for any combination of routes in the world;

] in having a non—IATA tariff decision-making procedure that caters for the
needs of information for consumers, travel agents and carriers;

. in establishing a source of information on fares and fare structuring throughout
the industry, the non-IATA tariffs provide a point of reference from which
potential price competition, where and when it occurs, can operate;

. provided current market circumstances promote discounting (as seems to be the
case), the Commission considers that the non-JIATA tariffs are unlikely to cause
significant detriment to competition.

7.18 In regard to the Qantas comments on anti-competitive detriment at
paragraph 5.6 above, the Commission accepts that while there is potential for
detriment to arise from the AAA arrangements, the presence of extensive competition
at both the airlines and agency levels limits the effect of such detriment.

7.14 In its submission to the TPC under A90427 Qantas pointed to what it saw as
the ramifications of denial of authorisation, which Qantas claimed would result in
direct government~to-government negotiations on airline tariffs. According to Qantas,
this would be a slow, cumbersome, time consuming, costly and inefficient process,
especially as governments would need to rely on the airlines for most of their
information.

7.15 The TPC, in Authorisation A90427 said that ... there is benefit in
arrangements which, by enabling the terms of Australia’s air services agreements with
other countries to be complied with, facilitate international air travel to and from
Australia. Provided any fares resulting therefrom are list fares only and not made
compulsory for the airlines or their agents there is sufficient net benefit to secure
authorisation.’

11




7.16 At paragraph 41 of A90427, the Commission said that:

... fare competition remains strong in the current market; this limits the detriment
which might otherwise be perceived to result from the Qantas non-IATA agreements
with other airlines. The TPC accepts that there is benefit to the public in agreements
which enable the terms of Australia’s air services agreements to be fulfilled in
circumstances where the public whilst knowing list fares, still enjoys benefits from
competition in actual fares. The TPC considers that while these market conditions
prevail these benefits to the public outweigh any anti-competitive detriment arising
from the agreements.

717 The Commission considers that the conduct, the subject of this application,
conforms with the type of conduct authorised under A90427 for non-IATA agreements,
and holds to the views expressed in paragraphs 7.15 and 7.16 above.

12




8. Draft determination

8.1 On 10 April 1992, the Commission issued a draft determination proposing to
grant authorisation to AAA’s tariff arrangement, on condition that there is no
requirement on the carriers or the travel agents:

. to charge the fares (or pay the commissions) in Australia that have been set
by the agreement,
. not to advertise in Australia tariffs they are actually charging, and that the

carriers and travel agents concerned are kept aware of this condition.
8.2 The decision to grant authorisation was subject to any request for a pre—
decision conference pursuant to 8.90A of the Act.

8.3 There have been no requests for a pre—decision conference to be held, and
neither have any additional submissions been lodged since the Commission issued its
draft determination.

13



9. Commission determination

-

9.1 Accordingly, the Commission confirms its draft determination and grants
authorisation to the proposed conduct, the subject of Application No A90525 by
Qantas/AAA.

9.2 The authorisation is granted on condition that there is no requirement on the

carriers or travel agents:

. to charge the fares (or pay the commissions) in Australia that have been set
by the agreement;

. not to advertise in Australia tariffs they are actually charging, and that the

carriers and travel agents concerned are kept aware of this condition.

9.3 This determination is made on 20 May 1992. If no application for a review of
the determination is made to the Trade Practices Tribunal, it will come into force on
10 June, 1992. If an application for review is made to the 'I‘nbunal the determination
will come into force:

. where the application is not withdrawn — on the day on which the Tribunal
makes a determination on the review; or

. where the apphcatlon is withdrawn — on the day on which the application is
withdrawn.

9.4 The interim authorisation granted on 9 October 1991 (see paragraph 1.4)
ceases to operate on the date this determination comes into force.

14
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SROUNDS, TACTS & CONTENTICNS

The appiicant senerally relies on the arguzents and
sucmissicns zut Zsrward ia support cSf the ancas

Airwavs Limizs< application registration number A90427

autiiocr:sed by <he Commission in its Determination
dated 20th Julv -287. The agreement subject of this
application and actached haereto (Attachment A) is
substantially a2 che form of those agresments
authcrised pursuant to A%0427. Australia-asia
Airlines Ltd. 2AA), China Airlines Ltd., Mandarin

Airlizes and =VA Airways Corp. are all non IATA
carriars.,

The Zirst service is being planned to be operated by
AAA on ll Oc=cizer 1991 and I attach a copy of the
proposed AAA sciedule (Attachment 3). The only
operator designated by the Taiwanese authorities is
Mandarin and wnilst at this point I am unable to
provide a proposed Mandarin schedule, I am advised
that iz has apgiied for two (2) (arrival cace) slots
per weexk at Sydnev International Airport Zzom

17 October 1991 =3 end March 1992.

Attachment C is AAA's traffic estimate for the
Sydneyv/Taipei c-sute.



The Iz.llWlng chances i e
T2i-3nese sovernmMment 1Igrava:
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91 rFaces ZIrer

Siease <ONCINGE O USe tnhe O.

Feem justralia =2 Taiwan

A tormal Fates

vMormal speciiied fares wil. -e timmoncaced with fares Irom Austraiila t0 Hong Kong.

SROM: SYD/BNE/MEL IRW PER
70: TPE/XKHH AyD L) aUD
P oW <352 2249 1857
J cwW 122 L3842 il7
Y oW 2021 £l 1891
NOTE: l. Notmal fares I:cm AZL/HBA tO ce construczed over MEL :sing

Australian rormal Sare addons.

<. Normal fares Z:3m CNS/TSY to oe constructed over 3NE using
Austcalian normal fare addons.

3. Normal fazes CM ozner Australian poi1nzs such as C3R/MKY ecc, aiso

to construczed using addons f:om the Addon caples.

3. Sromotional TFaces

FROM: SYD/BNEZ AIR TARIFF RULE
T0: TPE AUD
LHAB 1163 2784
YLAB 987 784
Y290 1714 2781
YE4S 1446 =78}
YHIA 1387 F992
YLiT 1163 7992
HOTE: sromotional faras M Qmner Australian cillies O Ce constructed using

Nancas Discover :.s:izilia Zaress/comescic fares.

- fzem Taiwan to Australia

. Normal Farces

s SYD/BNE/MEL 12w 2ER
feom. TPE/XHH ™D A WD .
P oW 49600 13749 51666
J oW 39130 11299 10760
t OW 34026 1788 35443
NOTE: 1. Normal fires -3 A3L.’52A :0 Ce constructed over MEL using Australian
addons.
2. vormal fares =5 CNS/7TSV =2 oe conscructed over SNE using Auscralian
normal fare addons.
3. Notmal facres =0 ocner Australian points such as CBR/MKY etc, are
also to constructed using aadons from the Addon taoles.
13509/80/5

APQICIL




Tesmsel ~mi. Tiracs
o'l . - » - - - e =
- -e=. 2 2 -.F =0 -=
—a - --
e O 4 PO -

21~ Tiiwan TITorCTL
S

tralia - *sean/-+:

The sgpropriace Sarg IIndiilcel si.. Ze 3T@nNced T3 Laciode AuSTIiia~TAaieén..i2.

rustralia - 3runels/ KRG/ InIsrtesia Majavslia. PhilipsinessSingapgcresTaiwansThalandg
P R.A L
“es FAULINCS
DeCa 2 3-RLA-LA
Travel via one flane tuIfu iecrviges of 2tc.

idd: Jetween ang ca

‘
Auscralia Tiisan ecz oSperating carri.ec

A1l zzner congiticng of the :.strai.a-Asean/EXC Sares rules apply.

3AGGAST LITWANCES IITWEIN AUSTRALIA 24D TATWAN

following vaggage allowances will apply, supject =9 Taiwanese Government appreoval, wnen
tecvWeen Augtzalia and Tiiwan commences.

Tazif! - ceneral riles. Sagqgage rules, Weignt svecem, 1§ I3llcws.
. 7Free paggage allowance - .ease add.

§) Azplizaocle via QF/IM
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free C2gcage ailowance z
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. Ircess 254Qgage weLgnt crarses ~ Jlease o3,

2)  FROM/TOQ AUSTRALIA FATE p2R ®ILZ

37D/8NE o TPE alyle
tlotes:
t2d Iz Notes applicaple con IMsDirec:t rerat.ng lJirciers

TRCM TTS:  ‘lorMai exCess :39gace zases of . fercenc of tne First Class darce wWill apply.
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All re2ar. However tne ticxet 13 w3alid f2r I ~gning $2sn trme cate of iLisue

1. faces

"
e |

30 percent oI e normal Y OW.

.1, Sermizted Stoooverse

tote: For tne pucpose of this cule. 5 sicpover s defined as any stay ac an
intermediate oINS 10 excess cof 5 nours. ’

il. Roytinas

dermitzed transfers: Cne online not exceeding 6 hours.
Ixception: One interline permicied between IM/QF at SYD.

l3. Tickerting
A. fare basis: b4

3. Ticket designator: =M

.3, tolunzazy Rerout:ing

Not permicted after ceparcure.

»
I8

2. Zliqisiiiev
——————————————

Tassencers holding approdriate coculentaticn As Jer Pacacrapn 2.
2. ocumentacion
A. Socumentacion fo( Mmigcant encfy tO Austcalia 1sSsued oy Cnief Migration Officer

“mg AusStralia Deparcrent of Immigqracion and fehnic Affaacs.

3. 2fficial dessiers on the migrants. Addressed to the Depaczment of Immigraction
T=hni¢ Aff3izs Canocerrsa will e cacried fzee of chazge. .

23. passengers Expense

Must be totally ac the passenqec's expense.

Jther Conditions

Free baggage allowance - 40 kgs. ‘Yormal excess chacges will apply.

13509/3p/7
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AUSTRALIA 4SIL LIRLINES LIMITED
Northern Summer 3scne2dules 1201

Suktjecs:

ALL

NORTHBOUND

Svdnev d

Taipei a

SOUTHBOUND

Taipei 4

Brishane a

Brisbane Ad

Svdnev a

DWGJ
05SepYyl

TIMES AND CAYS/DATES

jegt )

Ve -

110cz21
2Z0cz2

IMB8Z3

900

1640

-
rrl

_i0cret

- - -

230cc?l
IM83¢€

1806

Sat

0 SCvernment approval)l

ARE LOCAL

sSun

130ct9l
200c¢c =91

IM83s

0900

1640

Sun

120ct9l
200c+t21

IM836
2145
Mon

0820
0928

1100



AUSTRALIA ASIA AIRLINES LIMITED
Nerthern Winter Schedules 1991/92
(Subject ©@ government approval)

ALL TIMES AND DAYS/DATES ARE LOCAL

NORTHBOUND .

Fri Fri Sun sun
01Nov9!l 06Mar92 270ct9l 01Mar92
28Feb92 27Mar92 23Feb92 22Mar9d2

IM82% IM835 IM83S IM833

svdney d 1130 1030 1130 1030

Taipei a 1800 1800 1800 1800
SOUTHBOUND

fri Fri sun Sun
01Nov9l 06Mar92 270ct?1 CiMarg2
28Feb92 27Mar9v2 23Feb92 22Mar92

IM836 IM836 IMB836 IM836

Taipei d 1918 1915 2045 20489
Mon Mon
Brisbane a 0845 0748
Brisbane d 0953 0855
sat sat
Svdnev a 0740 0640 1125 1025
DWGJ

05Senp9l




TRAFFIC ESTIMATES

Following are the traffic estimates for tne SydneysTaiper rouce. These
figures assume tnat Qantas nas 33% of the market and &tne tocal market
figures have been worked from chat base.

Passengers Per Annum

1991/92 3 1992/93 3 1993/94

Increase ToO ncrease 7O
QF 33% 25,424 2s 31,780 18 37,500
Total Market 76,272 . 29 ' 95,340 18 112,500

™e above figures would serve for indicative purposes. If the service
was not provided, those wishing to go to Taiwan would have to travel on
services moving over one of the intermediate ports of BKK, SIN, HKG or

<YO.
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AAGM.039
24 January 1992

Senior Asst. Commissioner,
Mr. JP. O'Neill,

Managers & Adj. Branch,
Trade Practices Commission,
P.O. Box 19,

BELCONNEN. ACT. 2618

Dear Mr. O'Neiil,

- I refer to your letter dated 13 January 1992 and make the following comments in
responses

¢ There have been 30 flights operate up to and including 10 January 1992, The
services began on 11 October 1991 at 2 per week on Friday and Sunday. The
Friday  service  operstes SYD/TPE/SYD; the Sunday  service
SYD/TPE/BNE/SYD. On 10 December 1991 we introduced a third service every
Tuesday, which operates SYD/TPE/SYD. '

e The plane which opersates the services is VH-OGA, a 767-300ER. It is
configured with 8 First Class seats; 18 Business Class seats; and 200 Economy
Class seats, for sale.

e For the first 2B flights which operated, we averaged a 569 seat factor. About
20-23% of the load originated Australia, the large remainder 77-80%, coming
from Taiwan sales.

e To date, all fare sales (with a possible one or two exceptions) have been
discounted, s the market is highly competitive.

e Unless otherwise specified, the fares listed in this letter are assumed to be at
SYD/TPE levels.

e Taking promotional fares:

IM currently has what we call a wholesale package on sale. This offers a
combined airfare with accommodation package, giving 5 nights stay in Taipei,

This went on sale as follows

2-31 November $999.00 retail to passenger. The sir portion was $500.00
which was commissionable at 98, netting to IM $455.00
for the round trip. Interestingly, this compares rather
favourably (from the consumer’s point of view!) with the
full round trip economy fare of $4,062.00.



27 November - 19 January $1,199.00 retail with $660.00 air portion.
20 January -~ 21 November $1,190.

On the first two periods, i.e. up to 19 January, we allocated 2 minimum of
10 seats for these packages. There was only a subdued response to what
was a well publicised, attractively priced, package.

On general pricing, the economy fare applicable to inclusive tour packages
is 9+18% discount until 13 March 1992, These are sold with ground
packages.

On First Class and Business Class fares, IM and AE have filed the
following revised levels providing travel is direct to Taipei i.e. on the
services of either AE or IM,

Less 9%
Normal First Class $5,704.00
Discounted Direct First Class $4,860.00 $4,423.00
Normai Business Class $4,672.00
Discounted Direct Business Class $3,990.00 $3,631.00

These discounted levels are commissionable at normal 88, Additionally,
we pay another T% (economy fares are 9+2 - see below) which results in
$4,113 for First Class and $3,377 [or Business Class.

The Economy Class fares, being the excursion fares on round trip terms
were as follows:-

(a) Started with the YE45 which sold from 11/10/91 to 21/11/91. These
4S5 day stay fares were

$1,290 -~ being 9% ordinary commission plus 2% override to the agent
which applied to direct flights on IM only.

If travel was via HKG then the fare offered was $1,385. The full published
fare was $1 ,4460000

Then on 22/11/91 effective to 31/1/92, the fare offered was $1,529, being
98 ordinary commission plus a further 2% or $1,600 via HKG. The

For selected Chinatown agents in the major capital Australian cities, even
more competitive discounted fares have evoived - agents have been given

YE4S fare levels, net of all commissions, at $1,050 round trip (applicable
to 21/11/91) and the YES0 level was at $1,360 net.

w3




att. | Michael Lutteral,

To meet a competitive move from Cathay Pacifie, Australia=Asia i

fare at $1,286 R/T ‘wnich allowed the consumer to travel diree‘:st?‘[l'gim:eﬁ\f

but travel back to Australia via HKG, with HEG/SYD on Qantas. The rate

Do R e 3 Drcaos Thach the competitars we dropped to $1.286
was ect ecember 1991 fo .

introduction. r & 20 January to 29 February

The published fares are higher than those being offered on a di i
sco

agents and consolidators. The consumer benefits because the :g:n:::::i;:

betv;een the cokmmtex;cxa.l retail outlets (both IATA and non-JATA) is so high, that

mark ups are kept to & minimum. The consu i i

K ethiive activity. mer directly benefits by all the

It is worth noting that competition comes not onty from the dire

ct o to
the route i.e. Mandarin and Australia-Asia, but aiso from the wnerspeg;er:sti::
indirect services, for example, Cathay Pacific SYD/EKG/TPE; or SQ
SYD/SIN/TPE and 3o on, ’

The pricing activity is intense and constantl
to date has beemns y changing, Essentially, the pattern

(2) The gross level fares on introduction ware - round trip

First Class $5,704
Business Class $4,672
Economy Class $4,082
(b) Promotional Fares
YES0 $L,T14 22/11/91 - 31/1/92
YE4&S $1,440 11710791 - 21/11/91

IM started with an introductory offer of

$1,050 11/10/91 - 21/11/91
$1,360 22/11/91 - 31/1/93

$ 999 11/10/91 - 21/11/91 (package $ nights)
$1,199 22/11/81 - 31/1/93 (package 5 nights)

Then, all the above, as detailed, evoived.

As far as we can ascertain, EVA does not propose to commence operations
before July 1992.

Please find attached Mandarin's schedule.
Yours sincerely,
s
,éz i L aal ’ M,‘_y
/ //
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