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Dear Dr Chadwick 

Qantas Airways Limited and British Airways ~ l c  - Revocation and Substitution - A9119516 

Thank you for the opportunity to comment on the third party submissions received by the Commission 
in relation to our application for re-authorisation of the Restated Joint Services Agreement (JSA). 

The JSA has been in operation for over 14 years and this is the fourth time it is being considered by 
the Commission. The parties are therefore not surprised that the three third party submissions 
received by the Commission are supportive and do not oppose re-authorisation. The submissions by 
Air New Zealand (Air NZ) and Emirates (both of whom are competitors with the JSA) raise a number 
of additional points which the parties would like to clarify or put in context. 

Scope of the JSA 

Air NZ has commented that any re-approval of the JSA should be specifically limited to co-operation 
on routes between Australia and Europe via Asia as these are the only routes which the parties have 
provided specific analysis in their applications. 

Qantas and British Airways (BA) believe the JSA should be approved in its entirety as this comment 
about its limited scope is misconceived for the following reasons. 

The JSA is a joint venture between the parties whereby the applicants have the ability to coordinate 
their activities worldwide. This was the key difference between the JSA as originally agreed in 1995 
and the Restated JSA which has been in continuation since 2000. 

Clause 7.1 of the Restated JSA provides that the applicants may coordinate their activities on 
"services between Australia and Europe, Australia and intermediate points to Europe and Europe and 
intermediate points to Australia or such other routes as the parties may aqree from time to time". 

In this way the JSA is not limited to co-ordination on specific routes. The Commission accepted this 
when granting its previous approvals in 2000, 2003 (interim) and 2005. 

In addition, this current application properly meets the requirements of the Trade Practices Acf 1974 
by providing details of all potential markets where the applicants both offer services and, therefore, 
where the JSA may produce a potential impact on competition. 

Where the JSA incorporates markets with no overlap between the services of Qantas and BA, those 
routes are not relevant to the analysis. Notwithstanding this, to the extent the Commission requires 
information about other specific routes identified by it, the parties remain willing to assist. 
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Forward Looking Capacity Estimates 

Qantas is currently preparing a separate submission to the Commission which provides more detail 
around the context of Appendix C to Qantas and BA's Submission dated 16 October 2009. Qantas 
can, however, confirm that Appendix C reflects the current view of executive management about the 
level of premium capacity on the Kangaroo Route. 

Emirates has not disputed the forecast numbers contained in Appendix C. Indeed, Emirates has 
confirmed that it intends to expand its services out of Australia and that those expansion plans are 
well founded. Instead, Emirates comments that all the premium seat capacity ex-Australia forecast by 
Qantas is not exclusively available to passengers whose ultimate destination is the UK or Europe. 

Qantas and BA agree that Emirates has the flexibility to decide where it is most profit maximising to 
sell a particular seat. In relation to a seat between Sydney and Dubai, Emirates could sell that seat in 
Australia to a passenger travelling between Sydney and Dubai, Sydney and London or Sydney and 
any of the other cities serviced by Emirates from its hub in Dubai. In addition, Emirates could also sell 
that same seat in another country as part of the return journey tolfrom Australia. 

This demonstrates that Emirates, like other midpoint carriers, has the flexibility to consolidate traffic at 
its hub, adjust capacity for onward journeys and leverage its distribution strength in its hub to fill seats 
for that onward journey. 

It would not be expected that all the premium capacity ex-Australia would be filled by traffic 
necessarily travelling on to the UK or Europe. Instead, Emirates' competitive constraint lies in the fact 
that for these premium passengers: 

P there is significant, growing and unrestricted capacity available ex-Australia for them to purchase, 
which will deliver them to Emirates' Dubai hub; and 

9 through the Dubai hub, Emirates is able to support a high number of frequencies to the final 
destinations (for example, 32 daily flights to 8 European member states, including 14 daily flights 
to the UK with services to Heathrow and Gatwick). 

Appendix C therefore provides the Commission with additional comfort that should the JSA have the 
hypothetical ability to increase prices above competitive levels ex-Australia, strong and vigorous 
competitors such as Emirates have the existing capacity and immediate ability to increase the amount 
of tickets they make available for sale ex-Australia. This will in turn defeat any hypothetical price 
increase and demonstrates the practical constraint on the JSA going forward. 

Alliances 

The applicants note (but do not agree with) Emirates' general comments about multilateral airline 
alliances. In this case the JSA is a bilateral arrangement which has been in place for over 14 years 
over which time the markets have become increasingly competitive. In this environment, Qantas and 
BA strongly refute that they are in a position to "fundamentally alter the competitive landscape ... for 
consumers and unaligned airlines". To the extent that the JSA as a bilateral arrangement does affect 
competition, it does so in a pro-competitive manner, to the benefit of consumers. 

If you wish to discuss further, please do not hesitate to contact Jill Henderson on 02 9691 5799. 

Yours sincerely 

Brett Johnson 
General Counsel 
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