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Summarv

The ACCC proposes to grant authorisation to IATA's new Passenger Tariff Coordination
System. The ACCC also proposes to extend IATA's existing authorisation for its current IATA
P assenger Tariff Coordination System.

The authorisation process

The Australian Competition and Consumer Commission (ACCC) can grant immunity from the
application of the competition provisions of the Trade Practices Act 1974 (the Act) if it is
satisfied that the benefit to the public from the conduct outweighs any public detriment. The
ACCC conducts a public consultation process to assist it to determine whether a proposed
anangement results in a net public benefit.

The application for authorisation

The Intemational Air Transport Association (IATA) is seeking authorisation for the contracts,
affangements or understandings constituting the IATA Passenger Tariff Coordinating
Conferenoes, which are forums within which IATA member airlines establish IATA fares, and
the new system adopted through resolutions of the Conferences for the purposes of multilateral
interlining.

IATA is seeking an extension of authorisation for the current IATA passenger tariff system until
31 March 2010 to complete the phasing in of a new system. IATA is seeking authorisation in
relation to the new system for an indefinite period.

The application in relation to the new IATA passenger tariff system covers the resolutions of the
IATA Passenger Tariff Coordinating Conferences establishing interline fares that are the basis
on which airlines engage in multilateral interlining only, including:

. the new methodology for establishing interline fares;

. the resulting interline fares (Flex Fares); and

. the process for changing that methodology andlor the resulting fares (e-Tariffs)

The application also covers the Multilateral Interline Traffic Agreements which provide the
contractual framework within which the resolutions of the IATA Passenqer Tariff Coordinatins
Conferences are given effect.

ACCC assessment

Current system

The ACCC notes the efforts by IATA in addressing the ACCC's concerns raised in
authorisation 490855. The ACCC recognises the issues surrounding the irnplementation of the
new system and the need for a fuilher transition period.

The ACCC has not concluded a view on the balance of public benefit and detriment in the
absence of transition benefits, The ACCC considers that when transition benefits are taken into
account there is a net public benefit arising from the current system at this stage.



New system

The ACCC consiclers that IATA has made significant steps to address the ACCC's previous
concerns regalding the sharing of information and the impact of IATA fares in the market.
However, the ACCC remains concerned with the composite resolutions relating to excess
baggage charges and children's fares and would also be concerned if the new Flex Fares were to
cause parallel movements to non-IATA fares.

The ACCC accepts the public benefits claimed by IATA. However, the ACCC notes that the
extent of the benefits will be dependent on the extent to which IATA fares are purchased. The
ACCC considers these are likely to be a very small proportion of travellers.

On balance, the ACCC considers the public benefit is likely to outweigh the public detriment.

Length of authorisation

The ACCC generally considers it appropriate to grant authorisation for a limited period of time,
so as to allow an authorisation to be reviewed in the light of any changed circumstances.

The ACCC proposes to grant authorisation to the current IATA Passenger Tariff Coordination
System until the following dates:

r Canada/US and Australia (as part of the Canada/US-South West Pacific package) and
between the Middle East/Afüca and Australia (as part of the Middle East/Africa-South
West Pacific package) until fthe date US Department of Transport approval is granted].

I within South West Pacific until 31 March 2009.

r Mexico/CaribbeanlCentral America - South West Pacific and South America - South
West Pacific until 31 October 2008.

' Iapan/Korea - South West Pacific, South East Asia - South West Pacific, and South
Asian Subcontinent - South West Pacific until 31 March 2009.

The ACCC proposes to grant authorisation to the new IATA Passenger Tariff Coordination
System until 31 July 2013.

Interim authorisation

IATA has not applied for interim authorisation. The ACCC notes that from 1 July 2008 the
IATA Passenger Tariff Coordination System is likely to be exposed to the operation of the Act
while the ACCC considers the merits of IATA's application.

In these circumstances, the ACCC considers it prudent to grant interim authorisation to IATA in
order to extend irnmunity for the current system and provide immunity for the new system until
this determination comes into effect.

Interim authorisation will remain in place until the date the ACCC's final determination comes
into effect or until the ACCC decides to revoke interim authorisation.

The next steps

The ACCC will now seek fuilher submissions from the applicant and interested parties in
relation to this draft detenlination prior to making a final decision. The applicant and interested
parties may also request that a conference be held to make oral submissions on the draft
determination.
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1. Introduction

Authorisation

1.1 The Australian Competition and Consumer Commission (the ACCC) is the independent
Australian Government agency responsible for administering the Trade Practices Act
1974 (the Act). A key objective of the Act is to prevent anti-competitive conduct,
thereby encouraging competition and efficiency in business, resulting in a greater choice
for consumers in price, quality and service.

1.2 The Act, howevet, allows the ACCC to grant immunity from legal action in certain
circumstances for conduct that might otherwise raise concems under the competition
provisions of the Act. One way in which parties may obtain immunity is to apply to the
ACCC for what is known as an 'authorisation'.

1.3 The ACCC may'authorise' businesses to engage in antì-competitive conduct where it is
satisfied that the public benefit from the conduct outweighs any public detriment.

I.4 The ACCC conducts a public consultation process when it receives an application for
authorisation. The ACCC invites interested parties to lodge submissions outlining
whether they support the application or not, and their reasons for this.

1.5 After considering submissions, the ACCC issues a draft determination proposing to
either grant the application or deny the application.

1.6 Once a draft determination is released, the applicant or any interested party may request
that the ACCC hold a conference. A conference provides all parties with the opportunity
to put oral submissions to the ACCC in response to the draft determination, The ACCC
will also invite the applicant and interested parties to lodge written submissions
commenting on the draft.

L7 The ACCC then reconsiders the application taking into account the comments made at
the conference (if one is requested) and any further submissions received and issues a
final determination. Should the public benefit outweigh the public detriment, the ACCC
may grant authorisation. If not, authorisation may be denied. However, in some cases it
may still be possible to grant authorisation where conditions can be imposed which
sufficiently increase the benefit to the public or reduce the public detriment.

The application for authorisation

1.8 On 7 March 2008 the Intemational Air Transport Association (IATA) lodged application
for authorisation 491083 with the ACCC. IATA seeks authorisation of:

' the contracts, affangements or understandings constituting the IATA Passenger
Tariff Coordinating Conferences, which are forums within which IATA member
airlines establish IATA fares (the current system); and

. the new system adopted through resolutions of the Conferences for the purposes of
multilateral interlining (the new system).



I .9 IATA is seeking an extension of authorisation for the cunent system until 31 March
2010 to complete the phasing in of the new system. IATA is seeking authorisation in
relation to the new system for an indefinite period.

Interim authorisation

1.10 IATA has not applied for interim authorisation. The ACCC notes that from 1 July 2008
the IATA Passenger Tariff Coordination System is likely to be exposed to the operation
of the Act while the ACCC considers the merits of IATA's application.

1.1 1 In these circunstances, the ACCC considers it prudent to grant interim authorisation to
IATA in order to extend immunity for the current system and provide imrnunity for the
new systern until this determination comes into effect.

l.l2 Interim authorisation will remain in place until the date the ACCC's final determination
comes into effect or until the ACCC decides to revoke interim authorisation.

Chronology

1 . 13 Table I . 1 provides a chronology of significant dates in the consideration of this
application.

Table 1.1: Chronology of application for authorisation 491083
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2. Background to the application

The international aviation industrv
International aviation regulation

2.1 The international airlìne industry is highly regulated. Intemational civil aviation's main
goveming treafy, the 1944 Chicago Convention, established the principle that each
country has exclusive sovereignty over its airspace. This principle continues to guide the
regulatory framework today. I

Air services øgreements

2.2 The Chicago Convention requires governments to create legal frameworks for the
operation of internatìonal air services, which are generally negotiated on a bilateral
basis.' Specifically, scheduled international air services are operated within a legal
framework pursuant to bilateral air services agreements (ASAs) between countries.
These agreements are generally of treaty status and are enforceable in international law.3

2.3 There are over 8000 ASAs in place globally. Australia has agreements with more than 60
countries covering all continents."

2.4 ASAs are usually negotiated bilaterally according to the principle of 'bilateral
reciprocity', whereby countries exchange rights on the basis of 'equality of opportunity'.
This essentialiy means that two countries agree to exchange equal rights of access for
their own carrier(s) in the other's market. Depending on the intentions and objectives of
the various governments, ASAs can range from very restrictive to very liberal.5

2.5 An ASA specifies the terms and conditions of airline activity between two countries. The
ASAs generally provide for the destinations that can be served in a particular country,
and beyond rights and the permitted frequencies per week.Ó Typically, the rights granted
under an ASA can only be exercised by the 'designated carriers' of the countries that are
parties to them. An ASA typically requires a 'designated carrier' to be under the
substantial ownership and control of the country designating the carrier. 7

Bilateral ASAs normally include some provision relating to the tariffs that airlines may
charge on services governed by the ASA. ó

I www.dotars,gov. aulaviatior/internationaVmemorandum.aspx
t nOtAnS subnission in relation to Qantas Authorisation 491059

2.6

3

September 1998 atp4l



Aus tr ali an g ov e r nment p o licyY

2.7 The Australian Government has had a long standing policy that the setting of tariffs for
intemational air transport should be for the airlines' commercial judgement, subject to
cornpliance with the provisions of the Act and any overseas competition law that may
apply.

2.8 The Australian Govemment has promoted the liberalisation of international air services.
This liberalisation includes the updating of ASA frameworks to include more modern
and liberal provisions to give airlines g[eater commercial flexibility, including in relation
to tariffs.

2.9 In order to implement the above policy on tariffs, the Australian Govemment seeks to
include tariff provisions during negotiations, which provide that airlines will be allowed
to determine their own tariffs, subject to applicable competition laws, without requiring
consultation with other airlines or IATA, or the need for Govemment approval of tariffs.

2.10 The Australian Government does not require airlines to file tariffs for government
approval in Australia. In cases where airlines do file tariffs for approval (if for example
ASA provisions or their own domestic law or practice requires the airline to file tariffs
with the Australian Government), the Air Navigation Regulations 1947 deem the tariffs
to be approved seven days after frling. However, no airlines have filed tarifß for
approval in the past five years, at least.

2.ll The Department of Infrasttucture, Transport, Regional Development and Local
Government (DITRDLG) is the responsible authority under the ASAs for tariff
provisions..

International aviation travel

2.t2 There were 53 intemational airlines operating scheduled passenger services to and from
Australia in2006-07, Intemational scheduled passenger traffic increased by 4.9o/o from
21.097 million in 2005-06 to 22.138 million in2006-07.

'DOTARS submission of 28 September 2007 in relation to Qantas Authorisation 491059. Unless otherwise stated,
information about the Australian Government policy comes from DOTARS submission. DOTARS is now the
Deparlment of Infrastructure, Transport, Regional Development and Local Government.
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2.I3 The chart below shows total passenger traffic for years 1996-97 to 2006-01

Figure 2.1: Total International Passengers Carried (millions)
Years ended June 1997 to 2007
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Source: Bw"ecu o.[Tran.sport and Regionul Economics, Avicttion Statistics, Internati.onal Scheduled Ait.
Transport 2006-07

2.I4 As the chart shows 2001-02 and2002-03 were the only years to record a decrease in the
number of passengers compared to the previous year. Passenger traffic in 2001-02 was
atfected by the terrorist attacks on the USA in September 2001 and the collapse of
Ansett International also in September 2001 .In2002-03 passenger traffic was affected
by the SARS crisis from April to June 2003 and the war in Iraq,

2.15 Following these two years of negative growth, each month since September 2003 has
recorded the highest level of passenger traffic when compared to the same month in any
previous year with the exception of March 2006. As a result of this, 2003-04,2004-05
and 2005-06 were record years and 2006-01 has recorded the highest level ofpassenger
traffic ever camied in a financial year.t0

2.16 Table 2.1 below shows shares in passenger traffic of the major airlines operating
scheduled services to and from Australia in 2006-07

Table 2.1: Airlines' share of passenger traffic, year ending June 2007

Airline
Qantas
Singapore Airlines
Air New Zealand

Emirates

Malaysia Airlines
Cathay Pacific Airways
Jetstar

Pacific Blue

Japan Airlines
Others

Passenger share

28.3%

ll.4o/o

9.1%

7,r%
5.0%

4.7%

3.1%

2.6%

2.1%

22.7%
Source: Bureau ofTransport and Regional Economics, Aviation Statistics, Internationel Schedulecl Air
Transport 2006-07

to Buteuu of Transport and Regional Economics, Aviation Statistics, International Scheduled Air
Transport 2006-07



The applicant

2.11 IATA is a non-govemmental international trade association comprised of most carriers
operating scheduled international air services in the transport of passengers, mail or
cargo. IATA is incorporated pursuant to Canadian law.

IATA membership

2.18 Members of IATA are classed as either Active Members or Associate Members. Active
Membership is only open to carriers operating an intemational air service for the public
transport of passengers, mail or cargo by aircraft. Airlines operating services other than
international air sen¿ices may become Associate Members of IATA, Associate Members
are not allowed to vote at certain IATA rneetings.

2.19 Its members comprise some 240 airlines representing94% of scheduled international air
traffic.

IATA's objectives

2.20 IATA was established in 1945by a Special Act of the Canadian Parliament. Among
IATA's pu{poses, objectives and aims as set out in section 3 of that Special Act, IATA is
charged with promoting safe, regular and economical air transport, fostering air
commerce, and cooperating with the International Civil Aviation Organisation and other
international organisations.

2.21 Following the Chicago Convention it was recognised that some mechanism for the
agreement of fares to be charged by designated airlines would be required for
intemational commercial aviation to operate in a world where air traffic rights were
govemed by bilateral agreements.

2.22 IATA was charged by governments to develop multilateral fares and conditions. As
airlines did not operate extensive routes at that time, IATA also developed multilateral
interlining to facilitate passengers travelling on multiple airlines on one ticket and at one
fare in one currency, purchasable in their country of origin, to and from any destination
in the world seled by scheduled air services.

2.23 The primary mechanism by which airlines pursue these objectives and aims has been the
IATA Trafïrc Conference structure, established pursuant to IATA's Articles of
Association. The structure and rules governing the Conferences are set out in the
Provisions for the Conduct of the IATA Traffic Conferences.

IATA multilateral passenger interlining

2.24 The IATA multilateral passenger interline system enables a passenger and their baggage
to travel on multiple airlines on a single ticket, purchased in a single transaction, using a
single currency, and to change flights, airlines or routings before and during the journey.

IATA multilateral passenger interlining allows consumers from anywhere in Australia
to:

. go to an IATA accredited travel agent or airline office, or telephone, or use the
internet, to book air travel to almost any destination in the world;

2.25



buy a ticket or obtain an e-ticket on the spot in Australian dollars, including on
overseas airlines for travel in other countries;

travel seamlessly on the various airlines making up the itinerary even if there is a
different airline involved for each flight sector of the journey;

change the routing to and from the required destination, add or subtract stopovers
and change airlines along the way if necessary; and

deliver their baggage to the airline counter for the first flight sector and check that
baggage through to the final destination, even though a number of transfers and
different airlines may be involved in the transaction.

2'26 IATA uses the Sydney to Paris example below to explain passenger interlining. IATA
notes that this example relates to a route which rnay be regarded as a main European
route. IATA notes that it is served by a large number of airlines from Asia, Europe, the
Middle East and Australia. For passengers wishing to travel between Sydney and paris
there is alarge range of choice. IATA multilateral passenger interlining significantly
expands the range of choices consumers are presented with.

Sydney to Paris example

2.27 In the above example, IATA notes that a passenger wishing to travel from Sydney to
Paris with stopovers in Singapore and Frankfuil could, for example, travel on eantas to
Frankfurt but would have to change airlines in Frankfurt for the Frankfurt-Paris sector.
The passenger could also use Singapore Airlines between Sydney and Frankfurt, again
changing to another airline for the final sector. For the retum journey via Cairo, Dubai
and Bangkok, Qantas could only cover the Bangkok-Sydney sector and Singapore
Airlines could not cover any of the sectors.

2.28 Using an IATA multilateral passenger interline ticket, the passenger above has a range of
other travel options. The passenger, for example, could travel on Qantas or Emiratesìo
Singapore and change to Lufthansa or Singapore Airlines for the Singapore to Frankfurt
sector and then change to Air France for the Frankfurt to Paris Sector. On the return
journey the passenger could use the combination of IATA airlines that suited the times
they wanted to travel.

7



2.29 IATA notes that the flexibility provided by an IATA interline ticket means that on the
retutn journey the passenger could decide to fly on a different combination of airlines to
the original flight. If the passenger's requirements for the return joumey changed the
passenger could add or drop intermediate destinations as the need arose.

2.30 IATA notes that there are many destinations in the world not served by flights from or to
Australia by any one airline or airline alliance. IATA notes that for those passengers the
only way to travel seamlessly is by utilising the IATA multilateral passenger interline
system. There is no effective substitute which gives the passenger the choice of using
any participating airline via any reasonable direct routing.

2.31 IATA multilateral passenger interlining allows the passenger to change travel
alrangements during the journey if the need arises. IATA provides further examples
usins the above diasram:

If the passenger who had purchased an interlineable ticket from Australia to Paris via
Singapore fbund, on arrival to Paris, they had to go to another European city on the
way home, the ticket could be changed to allow that to occur, including interlining on
diffelent airlines to those on which the passenger booked in the first place.

If the passenger had planned to travel home via Cairo and Dubai and the requirement
to visit those cities had changed, the passenger could travel home more directly even
after the journey had commenced.

If the passenger finds that there is a more convenient flight on one of the booked
sectors, or a meeting goes over and a flight is missed, a change to another flight or
airline can be made at the airport.

2.32 IATA multilateral passenger interlining provides the passenger with the benefit of
maximum flexibility to change flights, airlines or routings before andlor during the
journey. IATA notes that the Sydney-Paris example in the above diagram is only a small
representation of the many stopover and/or transit alternatives a passenger can choose
from in undertaking an IATA interlineable journey between Sydney and Paris.
Depending on the routing chosen, a passenger travelling on a Sydney-Paris route
utilising IATA multilateral passenger interlining could choose to have a stopover at up to
15 destinations on the way to andlor from Paris, utilising the combined services of
almost any airline based in the Asia Pacific, Afüca, the Middle East and/or Europe.

2.33 IATA notes however, that the composite resolutions of the IATA Passenger Tariff
Coordinating Conferences include a 'mileage rule' that allows a passenger travelling on
an IATA interlineable fare to travel on his or her choice of routing provided it is
'reasonably direct'. The rule provides that 'reasonably direct' is not more than 120o/o of
the shortest operated mileage between the passenger's origin and destination. The rule
also provides that if the distance of the passenger's chosen routing is more than the
120% maximum permitted mileage the passenger may still travel via that routing, but the
direct fare is subject to a mileage surcharge related to the additional distance travelled.

B



Multilateral Interline Traffic Agreements

2.34 The IATA Multilateral Interline Traffic Agreements (MITA), developed through the
IATA Passenger Services Conference, provide that each of the participating airlines
must use, for handling and carriage of interline passengers, the forms and procedures set
out in applicable IATA resolutions and recommended practices. In this way standardised
procedures and documents are established for the purposes of interlining.

2.35 The agreements establish the criteria for interlining and require participating airlines to
accepts each other's tickets, giving rise to the obligation to interline. The IATA MITA
are managed by IATA but are open to any airline operating schecluled air services
whether an IATA rnember or not.

2.36 In order for the IATA multilateral passenger interline system to work there needs to be
specific fares which all participating airlines have agreed upon. The IATA Passenger
Tariff Coordination System is the means by which those interlineable fares, and the
standards that support them such as currency and fare calculation rules, are developed.

2.37 There arel22 airlinesthathavenotjoinedIATAbutaresignatoriestothe passenger
MITA entitling them to participate in IATA multilateral passenger interlining.

IATA's previous applications

2.38 On24 December 1985, authorisation 490435 was granted to IATA in respect of ceftain
rules, regulations, agreements and resolutions made by it as part of its role in the co-
ordination of procedures and arrangements for the intemational movement of people and
goods by air.

2.39 On 13 November 2002,IATA lodged application 490855 seeking the revocation of
authorisation 490435 and the substitution of a new authorisation relating to the IATA
Cargo Agency Systern.

2.40 On 15 April2003 IATA lodged an amendment to application 490855 extending the
coverage of the substitute authorisation to the contracts, anangements, and
understandings which constitute:

the IATA Scheduling System;

the IATA Cargo Agency System;

the IATA Passenger Services System;

the IATA Cargo Services System;

the IATA Prorate System;

the IATA Clearing House;

IATA Passenger Tariff Coordination; and

IATA Cargo Tariff Coordination.

I



2.41 On 9 November 2006 the ACCC granted authorisation 490855 for the following
transition periods:

. for 21 days after the date this determination comes into effect for the IATA Clearing
House, IATA Prorate System and IATA Scheduling System;

. until 31 August 2007 for the IATA Cargo Agency System, IATA Passenger Services
System and IATA Cargo S:ervices System; and

. until 30 June 2008 for the IATA Passenger Tariff Coordination and IATA Cargo
Tariff Coordination.
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3.2

3.

3.1 IATA seeks authorisation of :

¡ the contracts, affangements or understandings constituting the IATA Passenger
Tariff Coordinating Conferences, which are forums within which IATA member
airlines establish IATA fares (the current system); and

o the new system adopted through resolutions of the Conferences for the purposes of
multilateral interlining (the new system).

IATA Passen ger T ariff C oordinating C onferences

The IATA Passeuger Tariff Coordinating Conferences are the means by which IATA
provides its passenger tariff coordination function. Tariff coordination is achieved
through resolutions adopted by those IATA members who have elected to participate in
the Conferences. The role of the Conference is confined to the establishment of fares
and related conditions ('fares resolutions') and the development of rules for fare
construction, currency acceptance and conversion and other such matters ('composite
resolutions').

There are seven IATA Passenger Tariff Coordinating Conferences. These are arranged
on the basis of routes either within or between three defined geographical regions,
called Areas 1,2 and 3. Three Conferences cover routes wholly within each of the three
IATA Areas, and the other four cover routes between those Areas. The three IATA
Areas are set out below:

*r:3'f

The application for authorisation

seven passenger Conferences are:

TCl (Tariff Conference 1) which has authority for passenger traffic within Area 1 which
broadly embraces the North and South American continents;

TC2 (Tariff Conference 2) which has authority for passenger traffic within Area 2 which
broadly embraces Europe, the African continent and part of Asia extending to kan;

aa
J.J

3.4 The

a

a

IAfA TßAFFIC COi¡FEREß¡CE Á,EEA.S
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. TC3 (Tarifi Conference 3) which has authority for passenger traffic within Area 3 which
broadly embraces Asia and Australasia;

o TCl2 which has authority for traffic between Areas I and2;

o TC31 which has authority for traffic between Areas 3 and 1;

o TC23ll23 which has authority for traffic between Areas 2 and 3 both directly and via
TC1;

c TCl23 which has authority for traffrc between Area 1 and 3 via TC2.

3.5 The Conferences develop and adopt fares, standards and rules through resolutions.

Current system

3,6 IATA is seeking an extension of the authorisation of the current system until3l March
2010 to enable IATA to complete the phasing in of the new system.

3.7 The cuffent system provides for IATA multilateral passenger interline fares to be
developed and adopted in meetings of the IATA Passenger Tariff Coordinating
Conferences.

3.8 The resolutions containing the actual fares are adopted at meetings of the IATA
Passenger Tariff Coordinating Conferences. The resolutions cover both the conditions
applyng to the particular fare and the specified tariff amounts for that fare. These fares
resolutions expire after one year unless renewed by Conference resolution.

3.9 Cornposite resolutions are adopted at joint annual meetings of all seven IATA
Passenger Tariff Coordinating Conferences. These meetings are referred to as

Composite meetings.

New system

3. 10 IATA seeks authorisation in relation to the resolutions of the IATA Passenger Tariff
Coordinating Conferences establishing interline fares that are the basis on which
airlines engage in multilateral interlining only, including:

o the new methodology for establishing interline fares;

. the resulting interline fares ('Flex Fares'); and

o the process for changingthatmethodology andlor the resulting fares ('e-Tariffs')

3.11 IATA is seeking authorisation of the new system for an indefìnite period.

3.12 The seven IATA Passenger Tariff Coordinating Conferences referred to above will
continue to constitute the groupings of IATA member airlines that develop and adopt
fares for multilateral passenger interline purposes. Although Conferences will continue
to have that authority, in the future theywill be responsible for governance of tariff
coordination rather than for determining fares. Airlines participating in the Conferences
will no longer meet to determine fares.

3.13 IATA notes that under the new system the actual fares will not be debated or adopted at
meetings of participating member airlines. Instead, fares resolutions adopted by the
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Conferences will be limited to providing a methodology for calculating the fare
amounts ('Flex Fares') and changes to those fares resolutions will be adopted by way
of an intemet-based voting system ('e-Tariffs').

Flex Fares

3.14 Resolutions introducing the new Flex Fares system to fares in particular regions are
adopted in packages, consisting of:

¡ the main resolution that sets out the methodology for calculating all Flex Fares
covered by that resolution (Flex Fares resolution)

. a series of resolutions listing the fares that are covered by the Flex Fares resoiution
together with the conditions applying to those fares; and

. a further resolution rescinding the existing fares resolutions that the package is
replacing.

3.15 Flex Fares resolutions cover all three cabin classes, economy, business and first, and
are generally limited to normal fares.

3.16 Each Flex Fares resolution sets out the methodology for calculating all Flex Fares

covered by that resolution. This calculation is performed by IATA and is undertaken in
two stages: IATA calculates a base fare using the most flexible available market fares
and then adds a premium (Interline Premium) which reflects the additional flexibility of
the interline fare.

Tlte.first stage

3,I7 The calculation of the base fare for a particular city pair in a particular cabin class,
involves the following three steps:

Step I -.fare capture

For each cabin class, the highest unrestricted online fare for each airline participating
in the Passenger Tariff Coordinating Conferences that is in an automated fares
database and available for sale to the public for that city pair in that cabin class on a
specified date is identifred.

Fares for indirect flights are included as well as those for direct routes. Unrestricted
market fares that contain eligibility or minimum or maximum stay requirements, or
that do not allow purchase on the day of departure, are excluded. The fares that have
been identified through this process are then averaged.

Step 2 - standard deviation filter
Each Flex Fares resolution sets out the standard deviation amount that is to be applied
in calculating all Flex Fares covered by that resolution. This amount is determined by
the airlines concerned at the time that the resolution is adopted, with a view to
selecting a figure that will encompass around 90% of the highest unrestricted online
fares and exclude those that are likely to be anomalies such as misfiled fares.

The standard deviation is applied to the average fare determined in step 1 to produce
an upper and lower fare limit (the 'Maximum Spread'). Any fares identified in step t
that fall outside the Maximum Spread are then excluded.

13



Step 3 - basefare

The base level Flex Fare ('Average Fare') is established by calculating the average of
the market fares remaining after step 2.

The second stage

3.18 Each Flex Fare resolution sets out the Interline Premium amount that applies to all Flex
Fares covered by that resolution. Generally the same premium will apply across all
Flex Fares lesolutions covering fares in the same geographic region. thå premium
amount is determined by the airlines concemed at the time that the Flex Fares package
is adopted. It is intended to reflect the value to consumers of IATA fares over ònline
fares. Each airline undefiakes its own individual analysis into the question of the
appropriate amount for the premium.

The Flex Fare amount is determined by adding the applicable Interline premiu¡r to the
Average Fare, provided however that this produces an amount that is greater than the
higher market fare in the Maxirnum Spread, If a lower amount is produced then the
Flex Fare will be the amount of the highest market fares in the Maximum Spread. This
safeguard is designed to ensure that a Flex Fare does not undercut any airline,s market
fare.

The calculation of each Flex Fare is updated annually. In addition to the annual update,
any airline entitled to vote in relation to a particular Flex Fares resolution can request
an update of any or all Flex Fares established under that resolution at any time before
the annual update. The request must include justification for the ptopor"d update.
Following each update, whether an annual update or one resulting from an áitli.r.
request, IATA circulates the new Flex Fares to all the airlines entitled to vote in the
Passenger Tariff Coordinating Conference concerned and to tariff publishers and
distribution systems worldwide.

IATA notes that the calculation methodology (including the standard deviation amount)
and the Interline Premium amount established by a particular Flex Fares resolution can
only be changed through the e-Tariffs process. Where a change to an Interline premiulr
is adopted, it will not be effective until the next annual update of the corresponding
Flex Fares.

On the adoption of a Flex Fares package, new Flex Fares are calculated for everv citv
pair and cabin class covered by that package for which there is an existing IATA farå.
Any airline entitled to vote in relation to a particular Flex Fares resolution is entitled to
request the addition of a new Flex Fare to the fare structure (provided that there are
corresponding online fares from which a Flex Fare can be calculated), or the deletion of
an existing Flex Fare, through the e-Tariffs platform.

3.19

3.20

3.2r

3.22
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e-Tariffs

3.23

3.24

3.25

3.26

3.27

3.28

3.29

e-Tarifß is the process used by airlines participating in the IATA Passenger Tariff
Coordinating Conferences to vote on proposals for any changes to Flex Fares

resolutions. It is an internet-based voting system. Under the e-Tariffs system all airline
proposals are anonymous and there is no contact between airlines.

Any airline participating in the Passenger Tariff Coordinating Conferences is entitled to
submit a proposal to amend a Flex Fares resolution to IATA. The proposal must
include justification for the proposed change. Upon receipt IATA reviews each
proposal to ensure that it is within the terms of reference of the Conferences and that it
is suffrciently self-explanatory and understandable. Whele necessary IATA will contact
the proponent for clarification.

All Flex Fares resolutions contain an opt-out provision that enables any airline that
participates in the Passenger Tariff Coordinating Conferences to notify IATA that it
does not wish its services to be included in journeys ticketed at the fares established
under that resolution. An airline that has opted-out in this way is not entitled to vote on
any proposed amendments to the resolution. Any airline that has opted-out is entitled to
opt-in again at any time.

Some Flex Fares also contain an opt-in provision, which enables an airline that does not
participate in the Passenger Tariff Coordinating Conferences to notify IATA that it will
allow its services to be included in journeys ticketed at the fares established under that
resolution. Any airline that opts-in in this way will also be entitled to vote on any
proposed amendments to the resolution.

IATA circulates the proposals it receives to the airlines entitled to vote in the Passenger
Tariff Coordinating Conference concerned, excluding any that may have opted-out, as

well as (if applicable) to any airlines that do not participate in the Passenger Tariff
Coordinating Conferences that may have opted-in.

In circulating a proposal IATA does not disclose the identity of the airline that
proposecl the amendment.

An airline casts its vote on a proposal using the e-Tariff application, which is accessed

through the IATA website. In order to exercise their rights to vote, airlines have to
appoint an accredited representative to each Conference in which they have a vote. The
accreditation must be signed by the chief executive of the airline and certifies that the
appointee has full power and authority to reach agreements on behalf of the airline, and

has full power and authority to designate an alternate to act in her/his place. Each
accredited representative is assigned their own individual e-Tariff 1og in. An airline
cannot access information through the e-Tariff application on how another individual
airline has voted.

Tariff Coordinating Conference resolutions, including Flex Fares resolutions, can only
be adopted or amended on the unanimous affirmative vote of those airlines entitled to
vote. All Flex Fares resolutions provide tha| aproposal will be adopted if there are no

opposing votes notified to IATA within a set period of time from circulation of the
proposal. If a proposal is adopted IATA notifies all airlines participating in the

3.30
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4, Submissions received bv the ACCC

4.I IATA provided a supporling submission with its application for authorisation and has
since provided supplementary submissions on 9 April 2008 and 30 May 2008.

4.2 The ACCC also sought submissions from around 58 interested parlies potentially
affected by the application, including airlines, consumer associations and govemment
depafiments.

4.3 The ACCC received one public submission from Qantas Airways Limited (Qantas).

4.4 The views of IATA and Qantas are set out in Chapter 6 of this draft determination
Copies of public submissions are available from the ACCC website
(www.acce.gow.au) by following the 'Public Registers' and 'Authorisations Public
Registers' links.

17



J.

5.1 The ACCC may only grant authorisation where the relevant test in section 90 of the Act
is satisfied.

Application 491083

5.2 IATA lodged application for authorisation 491083 under section 88(1) of the Act to
make and give effect to a contract or arrangement, or arrive at an understanding, a

provision of which would have the purpose, or would have or might have the effect, of
substantially lessening competition within the meaning of section 45 of the Act. The
relevant tests for this application are found in sections 90(6) and 90(7) of the Act.

5.3 In respect of the making of and giving effect to the arrangements, sections 90(6) and
90(7) of the Act state that the ACCC shall not authorise a provision of a proposed
contract, arrangement or understanding, other than an exclusionary provision, unless it
is satisfied in all the circumstances that:

I the provision of the proposed contract, arrangement or understanding would result,
ol be likely to result, in a benefit to the public and

r this benefit would outweigh the detriment to the public constituted by any
lessening of competition that would result, or be likely to result, if the proposed
contract or arrangement was made and the provision concerned was given effect to.

The net public benefit test

5.4

5.5

5.6

Application of the tests

The Tribunal has stated that the test under section 90(6) is limited to a consideration of
those detriments arising from a lessening of competition.ll

However, the Tribunal has previously stated that regarding the test under section 90(6):

[the'l fact that the only public detriment to be taken into account is lessening of competition does

not mean that other detriments are not to be weighed in the balance when a judgment is being made.

Something relied upon as a benef,rt may have a beneficial, and also a detrimental, effect on society.
Such detrimental effect as it has must be considered in order to determine the extent of its beneficial
effecr.t2

Consequently, given the sirnilarity of wording between section 90(6) and (90(7), when
applying these tests the ACCC can take most, if not all, detriments likely to result from
the relevant conduct into account either by looking at the detriment side of the equation
or when assessing the extent of the benefits.

Definition of public benefït and public detriment

5.7 Public benefit is not defined in the Act. However. the Tribunal has stated that the term
should be given its widest possible meaning. In particular, it includes:

ll Australian Association of Pqthology Practices Incorporated [2004] ACompT 4;7 Aprll2004. This view was
supported it VFF Chicken Meat Grower.s ' Boycott Authorisation [2006] AcompT9 at paragtaph 67 .

Re Association of Consulting Engineers, Australia (1981) ATPR 40-2-2 at42788. See also: Media Council case

(1978) ATPR 40-058 aI17606; andApplication of Southern Cross Beverages Pty. Ltd., Cadbury Schweppes Pty
Ltd and Amatil Ltdfor review (1981) ATPR 40-200 at42,763,42166.
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,.,anything of value to the cotntlunity generally, any contribution to the aims pursued by
socìety including as one.of its principle elements ... the achievement of the economic goals of
efficiency and progress.ll

5.8 Public detriment is also not defined in the Act but the Tribunal has given the concept a
wide ambit, including:

.. 'any impairment to the community generally, any harm or damage to the aims pursued by the
society including as one of its principal elements the achievement of the goal of economic
efficiencv.la

Future with-and-without test
5.9

5. 10

The ACCC applies the 'future with-and-without test' established by the Tribunal to
identify and weigh the public benefìt and public detriment generated by arrangements
for which authorisation has been sousht.l5

Under this test, the ACCC compares the public benefit and anti-competitive detriment
generated by arrangements in the future if the authorisation is granted with those
generated if the authorisation is not granted. This requires the ACCC to predict how the
relevant markets will react if authorisation is not granted. This prediction is referred to
as the'counterfactual'.

Length of authorisation
5.11 The ACCC can grant authorisation fol a limited period of time.r6

Conditions
5.12 The Act also allows the ACCC to grant authorisation subject to conditions.rT

Future and other parties
5.13 Applications to make or give effect to contracts, affangements or understandings that

might substantially lessen competition or constitute exclusionary provisions mãy be
expressed to extend to:

¡ persons who become party to the contract, arrangement or understanding at some
tilne in the future'n

ffii:låÏi"T;i*,Tiä:iffffii::"" apanv or a proposed partv to the

'3 Re 7-Eleven Stores (1994) ATPR 41-357 at 42,677 . See also Queensland Co-operative Milling Association Ltd

',', l-357 af 42,6g3.
ociation (1999) ATPR 41-101 at 42,936. See also for example: Australian

Association of Pathology Practices Incorporated (2004) ATPR 4 1 -9 8 5 at 48,556; Re Media Council of Australia
._ (No,2) (1987) ATPR 40-774 at48,419.
'" Section 91(l).
'' Section 9ll3).
18 Section ssirô1.
re Section 88(6)-
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6. ACCC evaluation

6.1 The ACCC's evaluation of the proposed affangements is in accordance with the net
public benefit test outlined in Chapter 5 of this draft determination. As required by the
test, it is necessary for the ACCC to assess the likely public benef,rts and detriments
flowing frorn these arrangements.

The market

6.2 The first step in assessing the effect of the conduct for which authorisation is sought is
to consider the relevant market(s) affected by that conduct.

IATA'y view

6.3 IATA subrnits that the relevant area of competition is the market for the international
transportation of passengers by air on scheduled services, from airports in Australia to
airports in other countries and from airports in other countries to airports in Australia.

ACCC's view

6.4 In the course of assessing application 490855, the ACCC expressed the view that there
were two relevant markets - the broad markets for passenger transport and ticket sales.

6,5 The ACCC notes that IATA has expressed a different view as to the relevant market.

6.6 For the putposes of assessing this application, the ACCC does not consider it necessary
to precisely define the market since the outcome of the assessment would not be
affected.

The counterfactual

6.7 As noted in Chapter 5 of this draft determination, in order to identify and measure the
public benefit and public detriment generated by conduct, the ACCC applies the 'future
with-and-without test'.

IATA'y yiew

6.8 IATA submits that without authorisation IATA and its member airlines would be at risk
ifthey continued to establish passenger fares, fare conditions and related charges and
standards for the purposes of multilateral passenger interlining.

6.9 IATA subrnits that inevitably muitilateral passenger interlining could not continue to
operate to and from Australia.

6.10 IATA notes that Australian consumers travelling on routes already served by alliances,
code shares or online services and travellers to Australia on those routes would be
denied the public benefit of additional consumer choice.

6.11 IATA further submits that without authorisation Australian consumers seeking to
access destination not served by alliances. code shares or online services would find it
much more difficult to do so.
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6.12 IATA further notes that Australian consumers seeking to access destinations served by
alliances, code shares or online services but with inconvenient schedules will also find
it much more diffrcult to do so.

ACCC's yievt

6.13 In the absence of authorisation, the ACCC considers it likely that IATA's multilateral
passenger interlining would be discontinued. The ACCC notes the range of issues
identified by IATA that may arise in the event that interlining did not continue. In this
situation, the ACCC considers that airlines may be motivated to expand commercial
bilateral agteements or alliance arrangernents.

Public detriments

IATA's view

6,14 IATA believes that no public detriment has resulted from interlining and that the
modifications to the proposed conduct reduce the theoretical possibility that the system
could be utilised for anticompetitive purposes or to that effect.

IATA notes that although the international regulatory regime restricts the ability of or
potential for airlines to all compete with one another fully acÍoss the relevant market,
thete are healthy and vigorous competitors in the market.

IATA notes that there are 51 international airlines providing services to and from
Australia. Although the number providing services on pafiicular routes will vary on
routes with heavy traffic such as Sydney to London there are at least 30 airlines
offering a range of different services on various routings with varying service
frequencies at different prices.

IATA submits that multilateral interlining adds to the number of competitors, allowing
airlines that could not otherwise compete for business in many segments of the market
to do so against airlines with large route networks offering online services.

IATA makes the following submission on purpose and likely effect of its multilateral
passenger interline system, including establishing and applying fares for that purpose:

t As to purpose - the purpose of the system is to facilitate consumers travelling to
destinations around the world and to provide consumer choice. Therefore there is
no anticompetitive pu{pose.

' As to likely e.ffect - the likely effect is to improve competition in the market for
intemational transportation of passengers by air on scheduled services from
airports in Australia to airports in other countries and from airports in other
countries to airports in Australia, rather than adversely affect competition in that
market.

6.ts

6.16

6.r7

6.18

Interested parties' viett,

Qantas refers to its previous submission to the ACCC in relation to passenger tariff
coordination dated 27 October 2005. Qantas submits that the intemational and domestic
aviation industry is extremely competitive and that to compete effectively in this
industry, Qantas must set its fares according to prevailing market conditions.

6.19
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6.20

6,21

6.23

6.28

Qantas submits that while IATA interlining is an important feature of the international
aviation industry (by providing consumers with extra choice to meet their travel needs)
it is malket forces, rather than IATA Conferences and interline fares that determine the
fares payable by consumers. Qantas submits that there is little or no detriment to
competition flowing from the IATA interline tariff coordination system.

In relation to the extent to which the new Flex Fares mechanism and e-Tariffs process
reduce anti-competitive concems about the IATA passenger tariff system, Qantas
believes that the proposed changes are likely to have the desired effect as set out in
IATA's submission.

ACCC's view

6.22 In assessing authorisation 490855, the ACCC identified a number of areas where the
conduct could give rise to anti-competitive detriment. These are set out below and the
extent to which the new system addresses those concerns is analvsed.

S h aring o.f info r mati o n

6.24

In authorisation 490855, the ACCC noted that IATA Passenger Tariff Coordinating
Conferences provided an opportunity for the sharing of knowledge between the airline
representatives attending. Given the clearly stated objectives of the Conferences and
the matters being discussed, the ACCC took that the view that this sharing of
knowledge would not be in the interests of competitive air passenger markets.

IATA submits that the potential for airlines to share knowledge at meetings of the
IATA Passenger Tariff Coordinating Conferences has been removed because the new
e-Tatiffs platform means that there will be no Conference meetings at which interline
fares are discussed.

The ACCC notes that the new e-Tariffs platform removes the need for face-to-face
meetings to discuss interline fares, and therefore removes the opportunity for the
sharing of knowledge between airline representatives in this manner. The ACCC notes
further that the e-Tariffs process is an internet-based voting system, under which all
airline proposals are anonymous and there is no contact between airlines.

The ACCC therefore considers that the new e-Tariffs platform appears to have
addressed the potential competition concerns arising from sharing of information at
meetinss of the Conferences.

6.25

6.26

Impact on mørket -fares

6.27 In authorisation 490855, the ACCC raised concerns that fares placed in the market by
airlines can be influenced by the agreement of fares at IATA Tariff Coordinating
Conferences. The ACCC reached this view after a process of analysingfare data.

IATA submits that it has previously provided evidence, including results of
longitudinal modelling of relevant airfares, that showed that IATA fares did not
correlate with market fares.

IATA submits that it and its member airlines decided to remove the theoretical
possibility that IATA interline fares might influence market fares by adopting a new

6.29
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6.30

6.31

6.32

approach. IATA submits that the Flex Fares mechanism results in IATA passenger
interline tariffs that are reflective of market fares plus a set premium. IATA submits
that these fares could not ever influence market fares.

The ACCC notes the methodology for calculating Flex Fares as set out in Chapter 3 of
this draft determination and in particular, the fact that the IATA fare will now be
derived from an average of the market fares. In light of this, the ACCC considers that
the Flex Fares system may address the potential for the IATA fare to influence market
fares.

The ACCC notes however, that the new Flex Fares have not operated in the malket for
a substantial period of time and there is little data available to analyse any impact the
fares would have on the market at this point in time. The ACCC would be concerned if
the new Flex Fares operated in practice to cause parallel movements to non-IATA
fares.

Comp o s ite r es o lutions - s eas onaliÐt

6.33

In authorisation 490855 (and Discussion Paper A90S55/3) the ACCC noted a concern
that the seasons agreed at IATA Tariff Coordinating Conferences for varying IATA
special economy fares could provide a seasonal framework which could be used by
airlines for the setting of discount economy fares to the detriment of consumers.

At that time, the ACCC concluded that it is likely that most airlines would still
recognise seasonal variations in demand in their fare setting absent IATA agreed
seasons, The ACCC also noted there is no certainty that there would be a uniformity of
seasons and there would be greater opportunity for competition in the setting of
seasonal boundaries.

IATA notes that Flex Fares packages are in the process of being implemented on routes
to and frorn Australia. IATA notes that to date none of these packages include any fares
with seasonal periods nor is it expected that any will be. Accordingly, the ACCC
considers that the concerns relating to seasonality are unlikely to arise under the new
system.

6.34

Composite resolutions - children's fares

6.35 In authorisation 490855, the ACCC raised a concem that the adoption of IATA
concession rates as a standard could remove the opportunity for market forces to
contribute to the setting of fares for children and others.

IATA notes that in July 2007 the Composite meeting of the IATA Passenger Tariff
Coordinating Conference removed default discounts for children and infants. However.
in its supporting submission IATA states that 'each Flex Fares resolution will (or will
not) contain any applicable discount for children andlor infants travelling at these
interlineable fares.'

It is not clear to the ACCC how its concems regarding children's fares have been
addressed.

6.36

6.37
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6.38

Composite resolutions - excess baggage

6.39

In authorisation 490855, the ACCC expressed concern that other conditions agreed for
application to IATA fares (such as excess baggage charges) are being transferred to
non-IATA fares to the detriment of consumers.

IATA notes that fare consttuction and baggage resolutions are a necessary component
of interlining and the resulting need for common technical arrangements when more
than one airline is involved in a passenger's joumey.

IATA notes that composite resolutions relating to the interline carnage of baggage,
including excess baggage charges, are currently being reviewed by IATA at an expefi
technical level. IATA notes that the objective is to replace the existing rules with ones
that facilitate interlining, and in particular, in cases where airlines participating in an
interline journey have different rules and charges.

IATA envisioned new rules to replace the existing composite resolutions relating to
baggage being adopted in October 2008. However, due to complexities revealed by the
technical review of those resolutions, IATA submits that this is now a long term
objective that may take years to achieve.

IATA subrnits that its objective is to ultimately replace the composite resolutions
dealing with fare construction rules. IATA notes that this will be an extremely complex
technical exercise as the rules have been formulated so that they can be implemented in
global distribution systems to drive fares in automated systems. Any change made to
one of these rules has ramifications for other rules. IATA notes that it has been advised
by various global distribution systems that it may be years before replacement of the
current rules could be implemented.

The ACCC understands the difficulties in replacing composite resolutions. However,
the ACCC still remains concerned that excess baggage charges may be transferred to
non-IATA fares. The ACCC expects IATA to provide an indicative timeframe for the
development and implementation of new composite resolutions relating to excess
baggage charges.

6,40

6.41

6.42

6.43

ACCC conclusion on public detriments

6.44 The ACCC considers that IATA has made significant steps to address the ACCC's
previous conceffrs regarding the sharing of information and the impact of the IATA fare
on market fares.

However the ACCC remains concemed that the composite resolutions relating to
excess baggage charges and children's fares may still result in some anticompetitive
effect and would be concerned if new Flex Fares were to cause parallel movements to
non-IATA fares.

6.45
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Public benefits

Current system

IAIA's viev,

6.46 IATA submits thal a transition period for a further 18 months for the current system
will result in the following public benef,rts:

ensuring that, to the extent that the system supports Australia meeting its
intemational obligations, those obligations are met; and

allowing the current system to continue for an interim period, thereby avoiding
unnecessary disruption to passengers and airlines.

6.47 IATA notes that in authorisation 491059 lodged by Qantas the ACCC accepted that
there are public benefits in ensuring Australia can meet its international obligations
arising under a number of ASAs.

Interested parties' view

6.48 Qantas states that its view on the extent of public benefits arising from the IATA
passenger tariff system has not changed since the current system was reviewed by the
ACCC in2004-2005. Qantas notes that while the public benefits of IATA interlining
may have proportionately reduced over time as a result of airline alliances and more
extensive bilateral agreements, this does not mean that those benefits are not
significant. Qantas' view is that these consumer convenience benefits outweigh any
residual detriment.

ACCC's view

6,49 As noted by IATA, the ACCC accepted in authorisation 491059 that there is likely to
be a benefit in ensuring that Australia is able to meet its intemational obligations
arising under ASAs. However, it is important to note that the ACCC qualified this by
noting that such benefit is likely to arise in the very limited circumstances where the
foreign Govemrnent concerned continues to require tariff cooperation in accordance
with ASAs.

The ACCC remains of the view that anybenefit arising from Australia meeting its
international obligations will only accrue in relation to the small number of ASAs
involving tariff coordination.

The ACCC considers that the more significant benefit arising from continuation of the
current system is the avoidance of unnecessary disruption to passengers and airlines.
The ACCC accepts that IATA is introducing significant changes which require
unanimous agreernent at meetings of each IATA Passenger Tariff Coordinating
Conference as well as regulatory filing and approval in a number of countries. Given
the time required to complete these processes, the ACCC accepts that there are
transition benefrts in allowing the current system to remain in place until the new
system is completely phased in.

6.50

6.51
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Incidence of IATA multilateral passenger interlining

6.s2 In order to provide context to its public benefit claims, IATA provided information on
the extent to which multilateral passenger interlining occurs today and is likely to occur
in the future.

IATA's view

6.53 IATA submits that 'expanded airline networks, alliances and code shares have
expanded the scope of destinations able to be reached without IATA multilateral
interlining, but that does not mean that the utility of IATA multilateral interlining has
diminished.) -

6.54 In2006,IATA provided data on the likely incidence of multilateral interlining utilising
the IATA system. Based on its own Billing and Settlement Plan (BSP) data and on
information provided by the airlines IATA's conservative estimate was that every year
not less than l0o/o of passengers to and from Australia use IATA fares. There were
estimates of the sales of tickets at IATA normal fares at the time as low as 2.5yo and as
high as 22.3% of total ticket sales in Australia.

6.55 IATA extrapolates those percentages to all passengers travelling from and to Australia
in the 12 months to June 2001 to estimate the likely number of people travelling on an
IATA fare. On this basis, IATA estimates thal' 2.5o/o would equate to 553 000
passengers , 70o/o would equate to 2 214 000 passengers and 22.3% would equate to 4
936 000 passengers.

6.56 IATA subrnits that under the new Flex Fares mechanism the attractiveness of the IATA
multilateral passenger interline fare has significantly improved because the fares are to
be computed by adding a settled premium to current market fares. IATA submits that it
is likely that the use of IATA multilateral passenger interlining will increase.

Interes ted parties' view

6.57 Qantas notes that the number of seats it sells on IATA fares remains very limited.

6.58 The Australian Federation of Travel Agents (AFTA) has indicated that the IATA fare
would generally only be purchased by passengers wishing to purchase a round the
world fare involving a complex itinerary. AFTA noted that generally a round the world
fare would make up 5Yo of sales. AFTA noted that the extent to which IATA fares are
purchased is likely to be less than 5o/o.

6.59 In authorisation 490855, Harvey V/orld Travel indicated that an IATA fare would only
ever be considered for corporate travellers and be for 2o/o of travel at the most. Harvev
rù/orld Travel indicates that this position has not chansed.

ACCC's view

The ACCC notes that IATA has relied on the same data previously provided, which
suggests that the likely number of people travelling on an IATA fare is somewhere
between 2.5%:o and22.3% of all passengers.
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6.62 In light of this, the ACCC remains of the view set out in authorisation A90855. That is,
the ACCC considers that it is primarily business people who utilise the flexibility
inherent in an IATA interlineable ticket. However, it is likely that they represent only a

small portion of the overall people travelling on IATA fares who in turn would be a
small proportion of all travellers.

New system

6.61

6.63

6.64

Consumer choice

6.6s

6.66

The ACCC also notes that interested parties in this matter have indicated that the
number of IATA fare sales remains limited.

IATA submits that the new system will result in the following public benefits:

I Consumer choice

r Access to through fares

I Access to connecting services

r Choice and flexibility for time-sensitive passengers

r Baggage connectivity

r Lower transaction costs

r Opportunity for new entrant and smaller airlines to compete

I Back up services

r Expanded route network

r Universality

The ACCC notes that these public benefìts are largely the same as those claimed by
IATA in relation to the current system in authorisation 490855. Given that the ACCC
has received little new evidence in relation to these issues. its analysis of these benefits
also remain largely unchanged from its previous analysis.

IATA submits 'that the central public benefit of IATA multilateral passenger
interlining is that it provides the opportunity to efficiently access cities not served by
any one airline or alliance and choices where there is an airline or alliance serving the
required destination.'

IATA notes that by'utilising the IATA product consumers can:

¡ travel between Australia and virtually any foreign city served by a commercial
airport; and

r where, due to flight schedules, indirect routing or the need for flexibility, the
services of airlines with services to the required destinations are not convenient, an

additional consumer choice.'

6.67 The ACCC accepts that there are likely benefìts associated with providing consumers

opportunities to access cities not served by any one airline or alliance and providing
additional choice to travellers. The ACCC considers however that the extent of the
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benefit will be dependent on the extent to which travellers purchase such fares and
utilise the range of conditions available from a normal fare. The ACCC believes this is
likely to be a very small proportion of travellers.

Access to through.fares

6.68 IATA submits that consumers have access to through fares and rates with IATA
multilateral passenger interlining. IATA notes that airlines, in setting their own fares,
set a price for each sector and a through fare for ajourney incorporating a nurnber of
sectors.

6.69 IATA submits that its fares replicate this common practice. IATA notes that under the
IATA Passenger Tariff Coordination System, airiines establish through fares between,
for instance, Sydney and Paris by any routing within an agreed mileage allowance.

6.70 IATA submits that the through fares provide consumers with a lower price than the
sum of sector fares via any routing for the same joumey in almost all instances.

6.71 IATA fuither submits that a consequence is that, if there were no IATA system, in the
absence of an alliance fare or a code share, each airline would price its fare on the
sectors of the journey it operated and the total fares would inevitably be higher as a
consequence.

6.72 The ACCC accepts that an IATA through fare can provide benefit to a traveller wishing
to make multiple stopovers and/or needing a high degree of flexibility on a route. The
extent of the benefit will be dependent on the extent to which travellers purchase such
fares and utilise the range of conditions available from a normal fare. The ACCC
believes this is likely to be a very small proportion of travellers.

Access to connecfing scrvices

6.73 IATA submits that IATA multilateral passenger interlining provides the opporfunity for
passengers to fly on scheduled airline services between city pairs that are either not
served by an online service or where the online selice operated by one airline is
limited in frequency, not operated at the desired time of the day or day of the week, or
is fully booked at the time and date requested. The system also allows consumers to
access a more convenient service.

6.74 IATA states that the system also reduces the cost to airlines because theyhave the
flexibility to re-route passengers around delays in their networks without the
transaction costs of negotiating special affangements with other airlines they may need
to use from time to time, or paying the cost of forced passenger layovers.

6.75 IATA submits that without IATA multilateral passenger interlining consumers would
be obliged to buy tickets individually from each airline involved in the journey and as a
consequence would, as a practical matter, have separate, non-connected bookings.
None of the flights would be computer linked. The passenger would have to collect and
transfer his or her own baggage at intermediate points, and a missed flight on any
sector would be indistinzuishable from a no-show.
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IATA further submits that re-routing a plane load of passengers as a result of service
failures would be much more complex without IATA multilateral passenger interlining
because no access to other airlines capacity would be possible unless special
affangements were negotiated. If there were none the passengers would likely have
further delays and inconvenience and there would also be significant additional cost for
airlines and airports required to accommodate delayed passengers. IATA multilateral
interlining means that airlines always have the back up of a joint product with an
equitable division of revenue and the incentive to maintain the systems and links that
facilitate efficient hand-over of passengers, through checking baggage.

The ACCC oonsiders that it is possible that some travellers could purchase an IATA
fare in response to the frequency or flight time factors identified by IATA. However,
the ACCC believes that such travellers are likely to be mostly business travellers, who
would look to a cheaper off-line fare option such as an alliance fare, before resorting to
the IATA fare, and would represent only a very small proportion of travellers.

Choice and flexibility þr time-sensitive passengers

6.76

6.77

6.78

6.79

6.80

6.81

IATA submits that multilateral passenger interlining provides consumers with choice.
Passengers who choose to use this product are able to:

I change the date and time of their ticket;

r cancel their ticket and receive a refund:

I depart without a retum reservation;

r change airlines;

I change routes (subject to certain distance limitations); and

r add or delete stopping points.

IATA submits that while online and alliance services can provide some of these
benefits, no single airline or alliance of airlines can provide all of them and none can
provide any of them on a worldwide basis.

IATA notes that the existence of a previously agreed fare and sharing formula makes it
possible to access these benefits without any two airlines having to agree on an ad hoc
basis, assuming that were a practical option. In the event of a change of airline it is not
necessary to issue a new ticket/e-ticket invoice. In the case of re-routing, a new
ticket/e-ticket invoice can be issued quickly at the airport. The electronic passenger
record will be updated on a change occurring ensuring that all airlines involved in
providing carriage are aware of the position and have reservations held accordingly.

IATA submits thal a change of airline is very difficult for a passenger who has a ticket
which permits them to travel only on the issuing airlines. The passenger is not able to
change if the airline on which they are booked has a technical delay or the passenger
misses a connection. Where the airline only offers a daily service, the passenger may
have to wait a whole day for the next flight out.

The ACCC accepts that there will be some time sensitive travellers who will utilise the
flexibility benefits associated with IATA multilateral passenger interlining. However,
the ACCC considers that the number of such passengers is likely to be small.

6.82
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Baggage connectivily

6.83 IATA submits that rnultilateral passenger interlining allows passengers to check their
baggage in at their departure airport and have it arrive at the passengers destination,
handled by the airljnes from one airline to another at eachpoint in the journey at which
the passenger changes airlines.

6.84 The ACCC considers that baggage connectivity is a benefit for the small proportion of
travellers who purchase IATA fares and actually utilise the fares for off-line travel.

Lower transaction costs

6.85 IATA submits that IATA multilateral passenger interlining involves lower transaction
costs than would be involved if airlines had to agree bilaterally to transfer passengers.

6.86 In authorisation 490855 the ACCC was satisfied that only a very small number of
travellers purchase IATA fares and only a small proportion of those actually utilise the
interline flexibility they provide. Accordingly, the ACCC considers the extent of any
cost savings to airlines would be minimal.

Opportunity for new entrant and smaller airlines to compete

6.87 IATA submits that IATA multilateral passenger interlining allows access to network
econortic benefits for all airlines, rather than only for those which are large enough to
operate substantial networks or are in alliances. IATA notes that it provides access to
feeder passengers for airlines,large and small, which have iimited operations with an
Australian component.

6.88 IATA submits that in the Australian market, which is characterised by relatively thin
international routes, it would be very difficult for an airline to operate on a point to
point basis without feeder traffic, except possibly to Auckland and to Denpasar, as an
extension of domestic services.

6.89 IATA further submits that IATA multilateral passenger interlining provides the means
by which airlines can access, using mutually agreed fares, the networks of other
airlines. IATA notes that IATA passenger interline fares exist from Australia to
virtually every destination served by scheduled air services, thereby providing access
for airlines and their customers over and above the existing scope of single carrier
networks and alliances.

6.90 IATA submits that new entrants and small and regional airlines can obtain much
greater scope in the number of origirVdestination pairs that airlines can offer and great
economies of density on the routes they serve. IATA notes that they can achieve this by
signing the MITA. This allows them to issue tickets, at the appropriate IATA fare,
which interline their passengers on to other participants in the knowledge that those
other airlines will honour those tickets and accept those passengers and their baggage.

6.9I IATA further submits that new entrants and small and regional airlines can access
IATA multilateral passenger interlining without having to devote scarce resources to
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complex negotiations with other airlines. A small airline can do so simply by utilising
the IATA fares, knowing that other airlines will accept its passengers at that fare.

6.92 IATA submits that without access to IATA multilateral passenger interlining and the
checks and balances that the IATA Passenger Tariff Coordination System provides,
new entrants and srnall airlines would be at a serious competitive disadvantage. IATA
notes the economics of operating would be likely to either force them into alliances or
other limited bilateral arrangements, or to limit their product offerings to their point-to-
point services, thereby removing an important element of competition from the
marketplace.

6.93 The ACCC accepts that smaller airlines are likely to benefit from feeder traffic as a
result of IATA interlining. However, the ACCC considers that the extent of any benefit
will be proportional to volumes of such traffrc.

Back up services

6.94 IATA submits that interlining provides back up services for passengers and airlines,
IATA notes that time sensitive business travellers are able to get to their required
destination as quickly as possible in the event of an unscheduled intemrption to the
operations of the airlines originally booked to carry the passenger.

The ACCC believes that while there will be some tirne sensitive travellers who will
utilise IATA multilateral passenger interlining as a back up service, the number of such
passengers is likely to be small.

Expanded route network

6.96 IATA submits that airlines have a substantial incentive to interline when combined
services are the only way in which they can participate in origin-destination services.
Airlines also have the choice, but not an obligation, to interline when their own origin-
destination services are limited. IATA notes that for the consumer, participation of all
airlines in a multilateral passenger interlining service on a particular origin-destination
route greatly expands choice.

IATA submits that without IATA multilateral passenger interlining it is not only the
smaller airlines that are likely to reduce their route networks. The likelihood is that
larger airlines, which rely on interline feeder traffic to make thinner routes viable, will
reduce the scope of their networks, leaving passenger to travel on indirect routes at
potentially higher costs.

The ACCC considers that the IATA multilateral passenger interlining is unlikely to
provide a basis for significant network expansion. The ACCC considers that for
passengers not seeking intermediate stops, the high level of indirect interlineable fares
would generally not appear cornpetitive with market point to point fares.

6.97

Universality

IATA submits that airlines participate in the system because it is a universal system,
allowing them to access a worldwide route network for feeder passengers on to and
from their point-to-point or network services.

6.95

6.98

6.99
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6.100 IATA fuither submits that universalityprovides checks and balances. IATA notes that
no single airline, or group of airlines can dominate the system or dictate rules which are
unfair to the minority. An airline which delivers passengers into the system one day
will be a recipient of passengers the next. IATA notes that because the system is well
balanced and neutral, each airline has an opportunity to benefit from participation.

6,101 IATA submits that for the consumer, the participation of multiple airlines in IATA
multilateral passenger interlining on a particular route greatly expands choice.

6,102 The ACCC questions whether universality is a public benefit in itself noting that any
benefit associated with the scope of the interline system will be reflected in other
benefits claimed by IATA.

Efficient use of assets

6.103 IATA submits that IATA multilateral passenger interlining promotes the efficient use
of aviation assets and infrastructure. Interlining provides feeder passengers into an
airline's network, thereby adding to the capacity of each receiving airline, airlines
thereby achieve greater utilisation of their aircraft and infrastructure and pressure on
airport expansion is reduced. IATA submits that taken globally, less aircraft are needed,
less fuel is consumed and the environmental impact is reduced.

6.104 The ACCC considers that the level of the usage of IATA multilateral passenger
interlining is such that the overall efficiency of airline operations would be unlikely to
be significantly affected by the absence ofsuch fares.

ACCC conclusion on public benefits

Current system

6.105 The ACCC accepts that there is a benefit in allowing a further transition period for the
current system in order to avoid unnecessary disruption to passengers and airlines.

New system

6.106 The ACCC considers that there are likely to be public benefits arising from the new
system. However, the ACCC notes that these benefits are only likely to accrue to the
small proportion of passengers who purchase the IATA fare.

Balance of public benefit and detriment

6.107 The ACCC may only grant authorisation if it is satisfied that, in all the circumstances,
the proposed arrangements are likely to result in a public benefit that will outweigh any
public detriment.

In the context of applying the net public benefit test at section 90(8)20 of the Act, the
Tribunal commented that:

The test at 90(8) of the Act is in essence that conduct is likely to result in such a benefit to the public that it
should be allowed to take olace.

6.1 08
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... something more than a negligible benefit is required before the power to grant authorisation can
be exercised."

Current system

6.109 The ACCC notes the efforts by IATA in addressing the ACCC's conceÍìs raised in
authorisation 490855. The ACCC recognises the issues surrounding the
implementation of the new system and the need for a further transition period.

6.110 The ACCC has not concluded a view on the balance of public benef-rt and detriment in
the absence of transition benefits. The ACCC considers that when transition benefits
are taken into account there is a net public benefrt arising from the current system at
this stage.

New system

6.111 The ACCC considers that IATA has made signifrcant steps to address the ACCC's
previous concems regarding the sharing of information and the impact of IATA fares in
the market. However, the ACCC remains concemed with the composite resolutions
relating to excess baggage charges and children's fares and would also be concerned if
the new Flex Fares were to impact on market fares.

6.112 The ACCC accepts the public benefits claimed by IATA. However, the ACCC notes
that the extent of the benefits will be dependent on the extent to which IATA fares are
purchased. As noted above the ACCC considers these are likely to be a very small
proportion of travellers.

6.1 13 On balance, the ACCC considers the public benefit is likely to outweigh the public
detriment.

Length of authorisation

Current system

IATA's view

6.II4 In relation to the current system IATA seeks authorisation for a transition period ending
on 31 March 2010.

6.115 IATA submits that since Auzust 2006 IATA has:

' developed, tested and adopted a Flex Fares package for interline fares between
Europe and Australia (as part of the Europe-South'West Pacific package).
Following US Department of Transport (DOT) exemption these fares were
implemented on 27 September 2007;

I developed, tested and adopted Flex Fares packages for interline fares between
Canada/US and Australia (as part of the Canada/US-South West Pacific package)
and between the Middle East/Africa and Australia (as part of the Middle

Re Application by Michael Jools, President of the NSW Taxi Drivers Association [2006] ACompT 5 at
paragraph22.
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East/Africa-South West Pacific package). These fares have not yet been
implemented as US DoT exemption is still pending; and

! developed, tested and adopted a Flex Fares package for within South'West Pacific,
which includes Australia. Implementation of this package is subject to approval by
the IATA Passenger Tariff Coordinating Conferences of the proposed mileage
check incorporated in that package. This is dependent on the development of the IT
platform which IATA anticipates being completed in December 2008.
Implementation of this package is also subject to US DoT action on IATA's
exemption application for the package.

6.116 IATA notes that it is currently preparing draft Flex Fares packages for
Mexico/Caribbean/Central America - South West Pacific and South America - South
West Pacific, based on templates being implemented on other routes. The IATA project
plan for this indicates these routes are expected to be adopted by the end of June 2008
and implemented by October 2008, but if there are any delays this may not be
completed before April 2009 due to a range of technical and regulatory issues.

6.117 IATA further submits that in order for the new IATA passenger tariff coordination
system to cover all routes to and from Australia IATA will need to develop Flex Fares
packages for:

. Japan/Korea - South West Pacific

I South East Asia - South West Pacific; and

I South Asian Subcontinent - South'West Pacific.

The IATA project plan indicates Flex Fares packages for these routes are expected to
be completed by 3 1 March 2009.If there are any delays, it may not be completecl
before 31 March 2010 due to a range of technical and regulatory reasons.

6.1 i I IATA submits that the Flex Fares system is expected to be implemented progressively
with implementation completed by 1 April 2010.

6.119 The current system, authorised by the ACCC until 30 June 2008, will continue to
operate during the period the new mechanism is being phased in. IATA submits that in
order to maintain the status quo, IATA is seeking an extension of the current
authorisation until3l March 2010.

Interes ted parties' view

6.120 Qantas understands that delays in moving to the Flex Fares system in Area 3
(Asia/SWP) have been caused by a disagreement among relevant carriers about the
appropriate fare calculation formula. Qantas understands that IATA is due to circulate a
mail vote to members proposing to extend the existing fare package until August 2008
while different formulae are considered.

6.12I Qantas submits that given this delay and time required to ensure appropriate IT systerns
are in place, the extension until 31 March 2010 is appropriate.
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ACCC's víew

6.122 As noted above, the ACCC accepts that there are benefits in a further limited transition
period. However, in light of the detriments previously identified, ACCC considers it
appropriate to extend authorisation until the earliest dates put forward by IATA.

6.123 Accordingly, the ACCC proposes to grant a further transition period to the current
system until the following dates:

I Canada/US and Australia (as part of the Canada/US-South West Pacifìc package)
and between the Middle East/Africa and Australia (as part of the Middle
East/Africa-South West Pacific package) until the date US DOT approval is
granted.

I within South West Pacific until 31 March 2009.

I MexicolCaribbean/Central America - South'West Pacific and South America -
South West Pacific until 31 October 2008.

t JapanlKorea - South West Pacific, South East Asia - South West Pacific, and
South Asian Subcontinent - South West Pacific until 31 March 2009.

New system

IATA's view

6.124 In relation to the new system IATA is seeking authorisation for an indefinite period.

6.725 IATA submits that authorisation for an indefinite period should be granted for the
followins reasons:

I IATA's tariff coordination system has been authorised for over 30 years without
any evidence that it has not been in the public interest

I the system has worked well and there have not been any serious competition
complaints about it in that time

I over the past 30 years the market has become increasingly competitive as

regulatory barriers have been progressively removed and airlines have entered the
market

I IATA cooperated with the ACCC review

r the changes made in IATA's application address the theoretical competition
agency concems

r the cost to IATA and its members in responding to the ACCC's review has been
enomous. The airline industry should not be required to incur that cost again
except where there is credible evidence that the balance between public benefits
and anticompetitive effects has reversed. IATA notes that if that were to occur the
ACCC has ample powers under the Act to undertake a new review.
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ACCC's view

6.126 The ACCC generally considers it appropriate to grant authorisation for a limited period
of time, so as to allow an authorisation to be reviewed in the light of any changed
circumstances.

6.127 The ACCC accepts that the current passenger tariff coordination system has been
authorised for over 30 years. However, it should be noted that in that time the ACCC
has raised significant concems regarding IATA passenger tariff coordination which led
to the review of IATA's authorisation.

6.128 The ACCC notes that the new Flex Fares system was only implemented on27
September 2007 for interline fares between Europe and Australia. As noted above, the
ACCC would be concerted if the new Flex Fares were having a detrimental impact on
market fares. To ensure that this is not occurring the ACCC considers it appropriate to
initially review the anangements to ensure there are no parallel movements to non-
IATA fares, in a shorter period of time.

6.129 The ACCC proposes to grant authorisation for a period of five years. At the end of this
period the ACCC will evaluate whether the claimed public benefits have eventuated in
practice and the appropriateness of the authorisation in the curent market place. The
ACCC notes that a 10 year time frame may be considered in the future.

6.130 The ACCC also considers that a five year period for authorisation will allow it to
review IATA's progress in developing new rules to replace the existing composite
resolutions relating to baggage.

6.131 As such, the ACCC proposes to grant authorisation to the new Flex Fares system until
31 July 2013.
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7. Draft determination

The application

7.1 On 7 March 2008 IATA lodged application for authorisation 491083 with the
Australian Competition and Consumer Commission (the ACCC).

7.2 In particular, IATA seeks authorisation of:

I the contracts, affangements or understandings constituting the IATA Passenger
Tariff Coordinating Conferences, which are forums within which IATA member
airlines establish IATA fares (the current system); and

I the new system adopted through resolutions of the Conferences for the purposes of
rnultilateral interlining (the new system).

1.3 IATA is seeking an extension of authorisation for the current IATA passenger tariff
system until 31 March 2010 to complete the phasing in of the new system. IATA is
seeking authorisation in relation to the new system for an indefinite period.

The net public benefÏt test

1.4 For the reasons outlined in Chapter 6 of this draft determination, the ACCC considers
that in all the circunstances the ariangements for which authorisation is sought are
likely to result in a public benefit that would outweigh the detrirnent to the public
constituted by any lessening of competition arising from the arrangements.

7.5 The ACCC therefore proposes to grant authorisation to application 491083.

Conduct for which the ACCC proposes to grant authorisation

7.6 The ACCC proposes to grant authorisation to IATA and its members to continue to
give effect to the current IATA Passenger Tariff Coordination System in relation to
each international air route to and from Australia until the dates specified below.

7.7 Current IATA Passenger Tariff Coordination System means:

I the provisions of the contracts, affangements and understandings by which airlines
that are members of IATA establish IATA fares. fare conditions and related
charges and standards in accordance with the Provisions for the Conduct of the
IATA Traffic Conferences in relation to IATA Passenger Tariff Coordinating
Conferences, including through meetings of IATA Passenger Tariff Coordinating
Conferences held in accordance with those provisions; and

r provisions of contracts, arrangements and understandings utilising IATA fares, fare
conditions and related charges and standards for passenger travel on scheduled air
services, established pursuant to the Provisions for the Conduct of the IATA
Traffic Conferences.

7.8 The ACCC proposes to grant authorisation to the current IATA Passenger Tariff
Coordination System until the followine dates:
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7.9

7.r0

7,11

7.12

7.t3

7.14

Canada/US and Australia (as part of the Canada/US-South West Pacific package)
and between the Middle East/Africa and Australia (as part of the Middie
East/Africa-South West Pacific package) until fdate uS DoT approval granted].

within South West Pacific until 31 March 2009.

Mexico/Caribbean/Central America - South V/est Pacific and South America -
South West Pacific until 31 October 2008.

Japan/Korea - South west Pacific, south East Asia - South west Pacific. and
South Asian Subcontinent - South West Pacifìc until 31 March 2009.

The ACCC also proposes to grant authorisation to IATA and its members to enter and
give effect to the new IATA Passenger Tariff Coordination System.

New IATA Passenger Tariff Coordination System means:

r the provisions of the contracts and arangements establishing the Flex Fares and e-
Tariffs mechanisms for IATA fares for multilateral interline pu{poses only and the
related Baggage Allowances and Fare Construction standards, in accordance with
the IATA Provisions for the Conduct of the IATA Traffic Conference;

I provisions of contracts, arrangements and understandings utilising IATA fares for
multilateral interline purposes only established pursuant to the Flex Fares and e-
Tariffs mechanisms; and

r provisions of contracts, arrangements and understandings utilising the related
Baggage Allowances and Fare Construction standards for IATA fares for
multilateral interline purposes only.

Flex Fares and e-Tariffs mechanisms mean the trethodology for calculating IATA fares
based on available market fares and an interline premium established in resolutions of
the IATA Passenger Tariff Coordinating Conferences set out in Appendix 1 to IATA's
Supplementary Submission No 1 dated 30 May 2008 and any other resolutions of those
Conferences relating to international air routes from or to Australia substantially in the
form of those resolutions.

Baggage Allowances and Fare Construction standards means the standards established
by IATA Passenger Tariff Coordinating Conferences Composite Resolutions attached
at Attachment A to this draft determination.

The ACCC proposes to grant authorisation to the new IATA Passenger Tariff
Coordination System until 31 July 2013.

The proposed authorisation is in respect of the IATA Passenger Tariff Coordination
System as it stands at the time authorisation is granted. Any changes to the IATA
Passenger Tariff Coordination System during the term of the proposed authorisation
would not be covered by the proposed authorisation.

This draft determination is made on25 June 2008.7.15
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Conduct not proposed to be authorised

7.16

7.r7

The proposed authorisation does not extend to future amendments of or substitutions
for the resolutions covered by this authorisation.

Interim authorisation

7.18

IATA has not applied for interirn authorisation. The ACCC notes that from I July 2008
the IATA Passenger Tariff Coordination System is likely to be exposed to the operation
of the Act while the ACCC considers the merits of IATA's application.

In these circumstances, the ACCC considers it prudent to grant interim authorisation to
IATA in order to extend immunity for the current system and provide immunity for the
new system until this determination comes into effect.

Interim authorisation will remain in place until the date the ACCC's final determination
comes into effect or until the ACCC decides to revoke interim authorisation.

7.19

Further submissions

7.20 The ACCC will now seek further submissions from interested parties. In addition, the
applicant or any interested party may request that the ACCC hold a conference to
discuss the draft determination, pursuant to section 904 of the Act.
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Attachment A

Resolution number Resolution title

0l7c Construction Rules for Fare Components

0r7d Minimum Check for Consecutive Normal Fare Pricing Units (not
applicable for joumeys originating and/or terminating in Canada)

0l7e Mixed classes

017f Reroutine and Refunds

0r7g Special Provisions for Circle Trips

017h Fare Selection criteria (not applicable to and from usArus renitories)

017hh Fare Selection Criteria within Europe

077i carrier Selection for Fare construction checks (not applicable to and
from USA/US Territories)

017j Directional Minimum Check

300 Baggage Allowance Weight System

301 Baggage Allowance Piece System

312 Baggage Excess Value Charge

0r7 Construction Rules

0l7a Construction Rules for Joumevs

017b Construction Rules for Pricins Units


