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Submission on Request for Interim Authorization in Applications for Authorisation 
A91332 and A91333 by Qantas Airways Limited and Emirates 

1. The Australian Licenced Aircraft Engineers Association (ALAEA) welcomes the 
opportunity to provide a brief submission on the applications by Qantas and Emirates 
for ACCC authorizations relating to Qantas Airways Limited and Emirates 
Coordination Agreement, with specific reference to the request for Limited Interim 
Authorisation. 

2. The ALAEA represents 1800 aircraft engineering maintenance and repair workers in 
the Qantas Group. Our organization specializes wholly in representing industrial and 
technical interests of employees in the aviation industry. Our members are crucial to 
ensuring that aircraft are safely maintained and airworthy for the safety of the 
travelling public. To the extent that Licenced Aircraft Maintenance Engineers have 
specific responsibilities and accountabilities in regard to the safety of aircraft pursuant 
to the Commonwealth Civil Aviation Act 1988. 

3. For some years now, the ALAEA has made clear its concerns to Government, 
exampled by our submissions to the Commonwealth Government National Aviation 
Policy White Paper and various Senate Committee Inquiries, about the future of 
Qantas, the airline's commercial decisions, conduct towards its workers and the 
impact of those decisions on the flying public and Australia's national interest. 

4. The ALAEA therefore maintains a range of concerns that go to the accuracy and 
substance of the assertions made in Qantas/Emirates' ACCC applications, and the 
potential impact of the proposed conduct on the long-term viability of Qantas as an 
Australian international airline. 

5. The decision of the ACCC in these matters has the potential to impact Qantas' long
term viability and with it the entire Australian aviation industry, employment and the 
travelling public. 
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Qantas primary rationale - Qantas International Losing? 

6. We note the primary rationale for Qantas to gain ACCC approval is based an 
assertion that "In light of the competitive dynamics of the international aviation 
industry and the competitive advantages enjoyed by mid-point carriers outlined 
above, Qantas International is simply unable to compete or operate profitably. Qantas 
International has embedded structural cost disadvantages compared to other 
international carriers, which benefit from favourable tax regimes, lower labour costs 
and government funded infrastructure. For many years, Oantas International has 
been in terminal decline and has been supported by the other profitable Oantas 
businesses (Oantas Domestic, OFF and Jetstar) but its losses have continued to 
grow, with a $450 million loss in fiscal year 2012. The growing magnitude of the 
losses cannot continue." (See para 3.2 page 13 "Applications for Authorisation 
Qantas Airways Limited (ABN 16 009 661 901) and Emirates Coordination 
Agreement Submission to the Australian Competition & Consumer Commission" 7 
September 2012). 

7. The ALAEA draws to the ACCC's attention that this assertion above by Qantas may 
not be based in fact or evidenced in the Qantas Financial Statements and Reports as 
required to be lodged by law. 

8. The ACCC should only proceed with abundant caution and due diligence to ensure 
that the grounds on which Qantas and Emirates base their application are in fact 

true; and that the ACCC has the appropriate complete evidence before it lest it 
approve an application based on grounds which in effect may be false or misleading. 

9. The ALAEA bases this concern on its experience with Qantas and information known 
to the ALAEA about Qantas operations. 

10. During 2011 the ALAEA and Qantas were locked in enterprise bargaining negotiations 
and one of the claims by Qantas management centered around an assertion that the 
Qantas International "Business" was losing money and in the future would make a 
predicted loss of approximately $200M in financial year 2011/2012. 

11. The ALAEA was aware that Qantas engaged in a practice of applying inordinate costs 

to departments such as the International operations of Qantas by not allocating costs 
of maintenance and repair work of aircraft performed by Qantas employees on 
Jetstar operated aircraft to Jetstar. A practice one could call "liability or cost loading". 
Such a practice is designed to either, "prop up" a sector of the business and promote 
it to the detriment of another sector of the business or run it down for some ulterior 
motive. 

12. According to anecdotal reports made to the ALAEA an example of such cost loading 
was an amount of 70,000 manhours (approx $7M) not paid for by Jetstar but loaded 
into the costs of the Qantas International operation. 
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13. Being made aware of the alleged practice and the fact that the Qantas Group 

Financial statements are not clear on the profit and loss of the International 

operations, the ALAEA put to Qantas by correspondence 10 August 2011 (copy 

attached) sixty one questions on the Qantas International Operation's finances, none 

of which were answered by Qantas. 

14. The Oantas Group is an extremely complex Group comprising numerous entities. 
These entities are summarised in Note 32 to the Annual Report for the year ended 30 
June 2012. The Oantas Group's Operating Segments (as stated in the Annual 
Report) broadly comprise: 

Qantas (appears to include JetConnect) 
Jetstar 

Qantas Freight 
Qantas Frequent Flyer 
Jet Travelworld Group 
Corporate / Unallocated 

15. The Qantas segment is divided into: 
commercial - sales and distribution, Oantas Link and alliances 
customer and marketing - customer experience, inflight services, cabin crew 
and marketing 
operations - engineering, airports, catering, flight operations, operations 
planning and control and Oantas Aviation Services. 

16. Contrary to recent public announcements regarding the Oantas International division, 
there is no reference of this 'division' in the Annual Report as either a segment or as a 
division within the Oantas segment. Accordingly, there is no transparency regarding 
the announcements about International's 'reported' performance. However, it may be 
that Qantas International will become a separately reported segment. 

17. The accounting standard for Operating Segments (AASB 8) prescribes that '~n 
operating segment is a component of an entity whose operating results are regularly 
reviewed by the entity's chief operating decision maker to make decisions about 
resources to be allocated to the segment and assess its performance. /I Accordingly, if 

Oantas continue to make public announcements about its International division, we 
would expect that it should become an operating segment, and be reported in the 
Annual Report. 

18. According to the Annual Report, intersegment revenue has been determined on an 
arm's length basis, or a cost plus margin basis, depending on the nature of the 
revenue. Ancillary and support services are allocated to segments on a cost only 
basis. 

19. Taking the above into consideration, it is not possible to ascertain the basis upon 
which intersegment revenue has been determined, or how various costs incurred by a 
particular segment has been allocated to other segments within the Group. 
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20. However, costs associated with the centralised management and governance of the 
Oantas Group, together with certain items which are not allocated to specific 
business segments are reported under the segment named Corporate/Unallocated. 

21. The Annual Report does not elaborate on what is included in 'certain items' which are 
not allocated to business segments. For example does this include distribution 
handling? However, it is likely that the majority of head office type overheads such as 
the cost of the internet would be allocated to this division. 

22. As the ACCC can see from our comments above Oantas can hide its cost shifting 
from one entity to the other, to suit its own ends and the information it may provide in 
regard to alleged losses of the International operations may be tainted, or skewed if 
not actual. 

23. There is no transparent or solid verifiable financial evidence for Qantas' primary 
rationale for Oantas to gain ACCC approval. 

Competition? 

24. A true picture of the existing competition framework would include a comparison 
between Oantas Group (including Jetstar) International passenger movements, and 
Emirates pre Oantas' ACCC application versus the situation that would exist should 
the application be granted. 

25. Currently Oantas and Emirates compete both in pricing and service which benefits 
the consumer as theoretically the competitive market will keep ticket prices at a level 
dictated by the competitive market. 

26. Airlines compete in the market by raising the numbers of seats available for purchase 
to increase volumes to cater for discounting of ticket prices. Consequently the 
number of seats available to the public by different competing airlines adjusts the 
prices. 

27. If two airlines e.g. Oantas and Emirates make an alliance that would create a 
common ticket price between them the competition in ticket pricing diminishes 
proportionate to the number of passenger seats they can put in or out of the market. 

28. If the two partners in the alliance are of significant size to effectively dominate the 
number of seats made available then they hold a massive advantage in ticket pricing 
in the market place. 

29. Obviously it depends on the size of market share already held by each of the players. 
For example to an airline that has a small share of total passenger movements allying 
with another smaller airline to compete against the major market share holders would 
increase competition. E.g. Virgin and Etihad 
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30. The Emirates/Qantas alliance is the allying of the largest market share holder and 
one of the largest world market shareholders. This creating less competition for the 
Australian public to take advantage of. 

31. A key question for the ACCC should be whether the applications and the action 

proposed are the thin of the wedge - which will see Qantas hollowed-out and 
diminished, to the detriment of competition and the national interest. 

The ALAEA would welcome an opportunity to provide further submission, including before a 
public hearing, and notes and supports the submissions of the Australian and International 
Pilots Association and the Transport Workers Union. 

For further information or to discuss this submission please contact the undersigned, email 
fedsec@alaea.asn.au. 

Sincerely, 

Stephen Purvinas 
Federal Secretary 
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