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&ak you for the draft determination proposing to gmnt UTA an authorization for the new 
IATA passenger tariff coordination system and extension of authorization for the current system. 
It is a great relief to IATA and its member airlines to have immunity in Australia for the 
industry's new pasmger interline system cleared by the ACCC. 

Although IATA will not be requesting a pre-determination conference, there is one aspect of the 
draft determination that I would like to draw w your attention and ask the ACCC to consider 
modiQing to more accurately reflect the true position. Although the matter I am raising does not 
affect the substance of the determination, as the ACCC has a high international reputntjon and its 
decisions are accepted as aurhoritatjve internationaIly I am sure the ACCC would not wish its 
determination to be misinterpreted. 

Incidence of IATA mdtilateral passenger interlining 

Our major concern is with the way in which the draIt determination reflects the evidence relating 
to the incidence of IATA multilateral passenger interlining. I do not think it deals fairly with the 
subject matter in this respect. 

IATA went to significant lengths in Applicatjon A90855 to provide the ACCC with factual 
information about the incidence of interlining. 11 commissioned work analysing Ausnalian BSP' 
ticket sales data over the period April 2003 to June 2005 to provide hard evidence on this issue. 
Although the data obtained was open to jnterpretation, which IATA openly acknowledged, that 
dam was the most authoritative available. The tesults are sumrnarised in rhe draft determination2, 
including L4TAts exmpolation of those results to June 2007 passenger data. 

IATA member airlines also provided information to the ACCC in the course of it. consideration 
of Application A90855, not mentioned in the draft determination, which supporred the BSP 
analysis? For instance, Singapore Airlines provided detailed data on the number of tickets for its 

Thc Billing & Sdement  Plan (BSP) k thc facility provided by IATA that proccsxy 
all sales o f  international air have1 mode by IATA accrcditcd navel agrnts in Australia 
on participaMg airlines. These sales amour to the vast majority irIlernali0nal lntematronal Air Transpon Assoclanon 
ticket sales in Australia. 800 PI- Victeda. P.O. BOX 113 
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flights from Australia that incorporated IATA fares. The figure for the period April 2003 to  
March 2004 was 10.7%.~ IATA's conservative view, as an expert, was that not less than 10% of 
passengers to/from Australia use IATA fares (at that time amounting to more than 2 million 
passengers per annum). Although the draft determination noted this,' the conclusion reached 
seems to have given very little credence to it. 

The draft determination gives prominence to a claim by AFTA that the 'extent to whch IATA 
fares are purchased is likely to be less than 5%'; an assertion that was unsupported by any data. 

It also give prominence to a statement attributed to Harvey World Travel in Application A90855 
that was not made, according to the records of interview. Harvey World Travel, a travel agent 
specialising in leisure travel, is attributed with the following statement: 'an IATA fare would only 
ever be considered for corporate travellers and be for 2% of travel at the most.16 That statement is 
both inaccurate and incomplete, even if the telephone records recently added to the public 
register are taken into account.' 

The draft determination also summarises a letter received by the ACCC in relation to the current 
application in which Qantas stated that the number of seats it sells on IATA fares remains very 
limited, but fails to explicitly link that statement with earlier Qantas statements or note that sales 
of seats by Qantas is not a complete answer. In a letter to the ACCC dated 27 October 2005 in 
IATA's Application A90855 (to which Qantas specifically referred its letter in this application), 
Qantas advised that analysis tended to show that the use of IATA fares on routes other than JSA 
routes was 'considerably higher' than the 2% it had previously estimated to be the case on JSA 
routes. 

I should interpolate here that other facts in relation to the incidence of IATA multilateral 
passenger interlining appear to have been overlooked in preparing the draft determination. It is 
not necessary to go into them in detail, but they include the fact that it is not uncommon for 
airlines that do not serve a destination a consumer wants to travel to, to issue an LATA 
interlineable ticket, including those parts of the journey the airline is unable to access itself, but 
which is priced at the airline's commercial fare. In such cases the passenger uses an interlineable 
ticket without knowing it. IATA submitted information on this point in Application ~90855 . '  
Another is the fact that the value of interlining has a qualitative aspect that cannot be properly 

In fact the Singapore Airlines data included the following: 

I Australia to Asia and the Middle East 52.6% 27.9% 5 . 2 %  I 
Australia to Europe 20.7% 12.9% 5.2% I 

Paragraph 6.54 
Paragraph 6.59. 
As IATA noted in its Response to ACCC Discussion Paper A9085513 dated 28 October 2005, when the ACCC 
representative put to the Harvey World Travel interviewee, incorrectly, that IATA had claimed that 20% of 
economy class fares sold in Australia were Y class full economy interlineable fares, her recorded reply is 
merely that 'her experience was that Y class fares were a considerable (sic) lower percentage of economy fares'. 
She is recorded as having acknowledged that 'published fares would generally be used more frequently by 
business travellers who were looking for flexibility and multiple destinations ...' and that '[blusiness travellers 
may also like the flexibility to return on a different airline if their work schedule changes' (see ACCC record of 
interview dated 9 December 2004). In the record of a later interview the following is noted: 'GO asked how 
often an IATA full fare is issued. HWT advised it is rarely used, may be for 2% of travel at the most' (see 
ACCC record of interview dated 7 December 2005). There is, of course, a significant difference between the 
frequency with which Harvey World Travel issues IATA 'full' (or normal) fares and when IATA fares, both 
normal and special, might be considered by passengers, whether travelling for leisure or business. In addition, 
it is clear that the answer was a generalised response to a specific question, given without any analysis of actual 
Harvey World Travel sales. ' See IATA Response to ACCC Discussion Paper A9085513 dated 28 October 2005, pp.6,82,83 & 181 



evaluated numerically. There remain many destinations in the world not able to be accessed 
otherwise than through IATA multilateral interlining and many others not able to be conveniently 
accessed on-line. IATA also submitted detailed information on that point in Application 
~ 9 0 8 5 5 . ~  

In IATA's view the conclusions expressed in the draft determination at paragraphs 6.62 and 6.106 
that: 

6.62 ... it is primarily businesspeople who utilise theflexibility inherent in an IATA 
interlineable ticket. However, it is likely that they represent only a small portion ofthe 
overall people travelling on lATA fares who in turn would be a small proportion of all 
travellers 

6.106 ... benefits are only likely to accrue to the smallproportion ofpassengers who 
purchase the IATA fare 

do not reflect the facts in a fair and balanced way, for three reasons. First, the substantial 
response IATA made to Discussion Paper ~90855 /3 '~ ,  which was the result of very extensive 
work on the part of IATA and member airlines, provides an authoritative factual rebuttal of those 
conclusions. Secondly, to reduce the public benefit issues to those passengers who actually 
'utilise the flexibility inherent in an IATA interlineable ticket', in our view focuses only on one 
aspect. Thirdly, the available facts do not permit any conclusion to be reached on the level of 
utilisation of IATA interlineable tickets. 

IATA would be particularly concerned if paragraphs 6.62 and 6.106 were to remain in the final 
determination in their current form. I invite the ACCC to consider a more balanced statement 
that recognises that, although it may not be possible to determine conclusively the incidence of 
IATA multilateral passenger interlining, on available credible evidence it is not insignificant nor 
is it limited to business passengers, whether travelling in economy class, business class or first 
class. 

Term of authorisation 

Although IATA is pleased that the ACCC is prepared to grant authorization to the new IATA 
passenger tariff coordination system, the five year period is of concern. 

In preparing the draft determination the ACCC does not appear to have given more than passing 
consideration to the very detailed submission IATA made on this point." While I do not need to 
set out here all of the matters raised in that submission, I am sure you will reco,gke the 
extraordinary effort and expense the exercise has involved for IATA and its member airlines. 

Based on our experience with thls and other applications to the ACCC, a five year authorization 
means, in effect, that we will need to start on this again in three years time. Given that IATA's 
applications in relation to tariff coordination and interlining were almost unanimously supported 
by both governments and the industry and that there were no submissions opposing the current 
application, five years seems to me to be unfairly short. After all, the new IATA passenger tariff 
coordination system is a significantly more benign system from the point of view of competition 
analysis than the system it replaces - a system that has operated in the public interest, with an 
authorization since the Trade Practices Act came into force in 1974. 

See lATA Response to Questions Raised by ACCC, 22 April 2005, especially points 8 & 6(a). 
10 See in particular section 8 of IATA Response to ACCC Discussion Paper A9085513 dated 28 October 2005. 
'I Supplementary Submission no 2 - Authorisation that is not time limited, 30 May 2008. 



I therefore request the ACCC to reconsider the term of the proposed authorization. For the 
reasons set out in the submission to whlch I have referred we renew our request for an unlimited 
authorization. If that were not to find favour with your Commission, I would respectfully suggest 
that a term of at least 10 years would be appropriate. 

Technicalldrafting issues 

There are two technical issues with the form of the authorization the ACCC is proposing that I 
need to draw to your attention because they affect the efficacy of the ACCC's decision, without 
materially affecting what the ACCC is seelung to aclueve. 

The first relates to the statement that the proposed authorization is in respect of the IATA 
passenger tariff coordination system 'as it stands at the time authorisation is .granted1.'' Although 
IATA is pleased that the ACCC is prepared to grant authorization, the 'freezing' of authorization 
is of concern in relation to the IATA Passenger Tariff Coordinating Conferences composite 
resolutions dealing with baggage charges and fare construction (set out in Attachment A to the 
draft determination). 

As explained in supplementary submission no.3, IATA's long term objective is to replace the 
baggage charges and fare construction resolutions. Our expectation is that this will require a 
large number of changes to be adopted progressively over time. Under the authorisation as 
proposed, these changes would require progressive applications for minor variation to the ACCC, 
which I am sure you will agree would involve considerable time and expense from both IATA's 
and the ACCC's perspectives. 

I therefore request you to consider an alternative process whereby IATA would formally notify 
the ACCC of future changes to the composite resolutions set out in Attachment A to the draft 
determination. Should the ACCC have any concerns in relation to any of those changes IATA 
would apply for authorization of them. Other changes in relation to whlch the ACCC does not 
have any concerns should be covered automatically by the current authorization. 

The second technical issue relates to the way in which the draft determination deals with the 
expiry of the authorization for the current IATA passenger tariff coordination system in relation 
to specific routes. IATA is pleased that the ACCC is prepared to grant an extension of 
authorization for the current system to allow the new system to be phased in as soon as 
practicable, however, the expiry dates proposed in the draft determination have either been 
overtaken by events or are not achievable. Flex Fares packages have now been adopted for all 
areas totfrom Australia. For those yet to be implemented, the timing of implementation is subject 
to government approvals. 

For the reasons set out below, I request the ACCC to consider the following expiry dates: 

'* Draft determination paragraph 7.14. 

Expiry date requested by IATA and 
reasons 
October 31,2008 

US DOT exemption was granted on 
July 1,2008. A further four months 
from that date is needed in order to 
bring about implementation of the new 
fares. 

Area 

TC3 1 USAlCanada- 
Australia 

Expiry date proposed 
by draft determination 
Date US DOT approval 
granted 



TC23 Middle East- 
Australia 

TC23 Afiica-Australia 

TC3 1 
MexicoICaribbeanl 
Central AmericaISouth 
America - Australia 

TC3 Australia-South 
West Pacific 

TC3 Australia-South 
Asian Subcontinent I 
South East Asia 

Date US DOT approval 
granted 

Date US DOT approval 
granted 

October 3 1,2008 

March 3 1,2009 

March 3 1, 2009 

In relation to fares from Bahrain, 
Oman and United Arab Emirates to 
Australia only: one month following 
the date Bahrain, Oman and United 
Arab Emirates government 
approvals are granted 

US DOT exemption was granted April 
30,2008. All fares under this package 
tolfrom Australia have been 
implemented except fares from Bahrain, 
Oman and UAE pending approval from 
those governments 
In relation to fares from Tanzania to 
Australia only: one month following 
the date Tanzanian government 
approval granted 

US DOT exemption was granted April 
30,2008. All fares under this package 
tolfrom Australia have been 
implemented except fares from 
Tanzania pending approval from that 
government 
One month following the date US 
DOT exemption and Argentina, 
Brazil, Colombia, Paraguay and 
Uruguay government approvals are 
granted 

Application for exemption filed with 
US DOT on May 13,2008. Approval 
also required from Argentina, Brazil, 
Colombia, Paraguay and Uruguay. If 
last approval is received before end of 
September 2008, full implementation 
will be effected before October 3 1, 
2008. 
One month following the date US 
DOT exemption granted 

US DOT action on application for 
exemption filed February 8 2008 still 
pending. If received before end of 
February 2009, implementation will be 
effected before March 3 1,2009. 
One month following the date US 
DOT exemption and Brunei, Chinese 
Taipei, Hong Kong, Malaysia, New 
Zealand, Philippines, Singapore and 
Thailand government approvals all 
granted 

Package adopted by IATA Passenger 
Tariff Coordinating Conferences on 26 
June 2008. IATA currently preparing 



application for exemption to US DOT. 
If US DOT exemption and Bnmei, 
Chinese Taipei, Hong Kong, Japan, 
Korea, Malaysia, New Zealand, 
Philippines, Singapore and Thailand 
approval received before end of 
February 2009, full implementation will 

Package adopted by LATA Passenger 
Tariff Coordinating Conferences on 26 
June 2008. IATA currently preparing 
application for exemption to US DOT. 
If US DOT exemption and Japanese and 
Korean approval received before end of 
February 2009, implementation will be 
effected before March 3 1, 2009. 

TC3 Australia- 
JapanKorea 

Conclusion 

I do not want to close with a discussion of a few technical points. Instead, I think it is more 
appropriate to thank you and the ACCC for your part in a constructive engagement wit3 IATA, 
which we believe has enabled us to complete a successful transition from our previously 
authorized activities. In the course of this process, I believe we have maintained most of the 
consumer benefits of those activities, while making changes that virtually eliminate competitive 
concerns. 

March 3 1,2009 

Yoys sincerely 

be effected before March 31, 2009. 
One month following the date US 
DOT exemption and Japan and 
Korea government approvals all 
granted 

f (  f Robert McGeorge 
General Counsel 




