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Dear Darrell 
 
Applications for Authorisation A91332 and A91333 
Request for Limited Interim Authorisation – Additional Information 
 
We refer to your letter dated 14 September 2012 and our teleconference on 19 September 2012 
regarding the application for limited interim authorisation made by Qantas and Emirates (together the 
Applicants).   
 
The Applicants are keen to deliver the substantial public benefits that will flow from the Proposed 
Conduct as soon as possible.  This will not be possible unless the parties are in a position, subject to 
authorisation, to implement the Proposed Conduct on 31 March 2013, to coincide with the start of the 
International Air Transport Association (IATA) Northern Summer scheduling season.  There is a 
significant volume of work that needs to be undertaken and interim authorisation would materially 
facilitate implementation on 31 March 2013. 
 
By seeking limited interim authorisation to plan and negotiate (but not implement) the Proposed 
Conduct, the Applicants have sought to strike a balance between enabling critical tasks to be 
completed while protecting the airlines and, particularly their employees engaged in the preliminary 
activities.  We are also cognisant of the process which must be undertaken by the Commission in its 
review of the application for authorisation of the Proposed Conduct.   
 
Qantas acknowledges that a significant proportion of the preliminary activities that the Applicants wish 
to undertake may not amount to breaches of the Competition and Consumer Act 2010 and may be 
able to occur absent interim authorisation.  Nevertheless, we are concerned to ensure that we comply 
fully, at all times, with the Law and, as such, request that the Commission grant the requested limited 
interim authorisation to ensure that we are fully aware of the preliminary steps which the Commission 
is comfortable are undertaken. 
 
However, importantly in many areas the absence of the interim authorisation would set back planning 
and operations by up to a year, with consequent loss to Qantas and the deferral of benefits to 
Australian consumers arising from the Proposed Conduct.  Importantly, because of the limited nature 
of the interim authorisation being sought, it will be possible to unwind the arrangements with limited if 
any competitive detriment. 
 
Our answers to your specific queries are set out below 
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1. Details of the negotiations and arrangements each applicant would undertake at the 
IATA slot conference absent interim authorisation 

 
The IATA conference to determine slot allocations at all major airports worldwide for the 
northern summer schedule (April-October 2013) will be held in November 2012.  Prior to the 
conference, airports (or the coordinating authority managing slots on behalf of each airport) 
notify each operating carrier of their current slot entitlements.  If a carrier intends to continue to 
use existing slots unchanged, the airport is advised accordingly.  If, however, a carrier intends 
to apply for new slots, or otherwise change use of existing slots, it needs to engage in a 
process of negotiation and allocation.  

 
Carriers must file a request for their preferred slots with each airport by mid-October.  The slots 
are time and day specific and apply to all aircraft movements to and from a given airport.  For 
example, a carrier may apply for access to a slot to enable an arrival at Tokyo Narita Airport at 
1815 hours and a departure at 2130 hours, four times a week.  
 
The November 2012 slot conference is critical for Qantas.  The Proposed Conduct involves a 
fundamental redesign of the Qantas International network.  Shifting Qantas International’s hub 
for European flights from Singapore to Dubai requires Qantas to apply for new slots at Dubai 
Airport and it has very material flow on effects for Australia-Asia scheduling (including earlier 
timed departures from Sydney and Melbourne to Singapore).  Qantas will apply for these varied 
and new slots in its own right and for its own use, regardless of whether the Proposed Conduct 
ultimately proceeds or whether interim authorisation is granted.  

 
However, in the absence of interim authorisation, Qantas will need to apply for these slots 
without having been able to discuss and confirm with Emirates the optimal joint schedule to 
facilitate the best possible flight connections between Qantas and Emirates across Australia, 
Asia, Dubai and Europe for our passengers.  For both Qantas and Emirates the process would 
be conducted ‘blindly’ in the sense that neither would be aware of the future schedules that the 
other intends to operate.  As a result, neither carrier would have the benefit of being able to 
coordinate and adjust flight times to facilitate seamless transfers for their respective connecting 
passengers in time for the 2013 Northern Summer season.   
 
The reason the Applicants believe they need interim authorisation is that the discussions 
involve not only details about timing of schedules but also about capacity to be operated on all 
routes.  These discussions will only lead to agreements to coordinate capacity if the ultimate 
authorisation is granted and the Proposed Conduct commences.  

 
2. If the ACCC were to grant interim authorisation, how would this impact negotiations and 

arrangements between the Applicants and/or third parties regarding slot allocation at 
the IATA slot conference 

 
If interim authorisation is granted, the Applicants will be able to discuss and agree the optimal 
capacity and schedule that would apply at the relevant ports where their operations overlap or 
intersect.  This would mean that the Applicants could then seek and negotiate the best slots 
available to facilitate that scheduling.  Interim authorisation will enable the Applicants to deliver 
the significant public benefit of seamless connectivity across an expanded network for the 2013 
Northern Summer season. 
 
Interim authorisation would not alter the fact that the carriers each enter into separate bilateral 
arrangements with the relevant airports.  Slots are not allocated on a ‘joint’ user basis.  For 
example, whether interim authorisation is granted or not, any new slots Qantas seeks at Dubai 
Airport will be issued in Qantas’ name and be allocated for Qantas’ use.  If Qantas doesn’t 
ultimately use those slots, or doesn’t use them sufficiently, then they would risk being lost for 
the next season. 

 
3. Whether Qantas intends to acquire slots for its Singapore-London services 
 

Subject to the final version of the Qantas schedule [REDACTED – COMMERCIAL IN 
CONFIDENCE], Qantas does not intend to change its existing slots at London Heathrow. 
 
[REDACTED – COMMERCIAL IN CONFIDENCE] 
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4. Whether, and how, any arrangements between the Applicants regarding slot allocation 
could be unwound in the event that authorisation for the coordination agreement is not 
ultimately granted 

 
As set out above, if interim authorisation is granted, Qantas and Emirates would be able to 
seek slots at various airports to facilitate better connection times for passengers transferring 
between their respectively operated services.  However, the slots would ultimately still be 
issued to, and used by, each carrier separately. Accordingly, there would not be any 
arrangements to be ‘unwound’ in the event that authorisation is not ultimately granted. 

 
5. Further detail in relation to Stages 1 and 2 of the Proposed Conduct 
 

Stage 1 
 
Stage 1 of the Proposed Conduct involves communicating and sharing information to assess 
and plan the most effective and efficient way to implement the Proposed Conduct.  As well as 
discussing and agreeing scheduling and capacity, other critical tasks include discussing and 
aligning fare class structures, price point propositions, launch promotions and the alignment of 
sales and distribution strategies across all relevant markets to the public, corporate and 
industry customers.   
 
In respect of pricing there are two broad elements that need to be resolved – a strategic pricing 
framework as well as a tactical methodology.  To develop a workable strategic pricing 
framework it is first necessary to agree and align core tariffs which are to apply only from the 
commencement of the Proposed Conduct following authorisation.  This involves mapping 
the Qantas and Emirates fare ladders.  Each carrier has a fare ladder with letters of the 
alphabet that correspond to a particular price points or tactical approaches.  In developing a 
tactical methodology for the Proposed Conduct the Applicants need to consider how they wish 
to respond in the market – reactively or proactively, aligned or at different points. 
 
In order to do this the Applicants need to share revenue related data which shows relative 
performance on each route in of the key markets including through the different distribution 
channels.  This data along with detailed competitor analysis will inform relevant pricing 
including where the Applicants positions themselves by point of sale and segment. 
 
In addition to discussing and aligning core tariffs it will also be critical to discuss and agree: 
 
• fuel surcharging including approaches to infant fuel surcharging;  
• differences in fare conditions; 
• seasonality; 
• approaches to combining fares between cabins; 
• baggage allowances; 
• commission structures;  
• ticketing time limits; and  
• inventory management. 
 
By way of example, we have set out below tables which show the differences between Qantas 
and Emirates across a range of these matters for point of sale Australia in the Economy and 
Business Cabins.  The areas reflected in the tables are simply the starting point.  Airline pricing 
is predominantly tactical – reactive and responsive to the pricing of all major competitors that 
operate on all relevant routes.   
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Point of Sale Australia – SYD-LHR return Economy Cabin 
 

 
 
 
Point of Sale Australia – SYD-LHR return Business Cabin 
 

 
 
 



 

 5

Similar work needs to be undertaken to develop appropriate pricing methodology for the new 
Qantas network utilising Emirates aircraft on a codeshare or interline basis. 
 
The corporate and industry dealing framework is dependent on the published fare schedule 
from which discounts are then negotiated.  Once strategic pricing principles are in place for the 
new network, work needs to immediately begin on an agreed approach to corporate and 
industry dealing. These discussions will not affect pricing on-line or through the GDS. 
 
At the moment, apart from high level market intelligence, Qantas has no understanding of the 
size and scope of Emirates’ corporate and industry dealing or the way in which its override, 
incentive or trade support promotion payments are made (and vice versa).  We understand the 
commercial sensitivity of this information for both parties and intend to implement an 
appropriate confidentiality regime with relevant employees from both airlines executing a 
confidentiality agreement in favour of the other airline. 
 
Qantas has a large number of corporate and industry deals.  While industry deals commence 
annually on 1 July, corporate accounts have varying expiry dates.  Negotiations in respect of a 
deal with a major industry chain such as Flight Centre or JTG usually commence up to five 
months before the contract is signed and all existing contracts will need to be revisited.  
 
As a first step, Qantas and Emirates need to exchange data and discuss and agree discount 
levels, settle broadly on metrics, performance measures, payment structures and other 
commercial terms to be offered to corporate customers and industry partners.  The need to 
plan and prepare strategies for selling to corporates and industry partners is particularly acute 
for Qantas in respect of the Middle East and North Africa Region, given that this is a brand new 
destination which Qantas has not actively sold in the past.   
 
This is required to ensure that the Applicants are in a position to implement all commercial 
aspects of the Proposed Conduct upon authorisation.  Any delay in undertaking this work will 
result in a material delay in implementing the Proposed Conduct with a resultant delay in 
delivery of all public benefits. 

 
Without adequate time to prepare and align joint selling strategies, develop mutually agreed 
contract templates and prepare to meet and discuss our proposed joint offering with corporate 
customers and industry partners, Qantas and Emirates would be at a significant competitive 
disadvantage for a prolonged period with a substantial amount of revenue at risk particularly 
where corporates and industry clients will be looking for some certainty allowing them to plan 
their activity for the following year.  It also means that the delivery of some of the public benefits 
will be delayed. 
 
[REDACTED – COMMERCIAL IN CONFIDENCE] 
 
Stage 2 
 
Stage 2 involves negotiating and entering into agreements relating to the services and activities 
to be coordinated, as described in the Master Coordination Agreement (attached as 
Confidential Annexure F to the Applications).  These include: 

 
a) codeshare and interline agreements; 

 
b) a frequent flyer agreement to set out the terms on which Skywards Members can earn 

and redeem Qantas Frequent Flyer points through the Qantas Frequent Flyer program, 
and the terms on which Qantas Frequent Flyer Members can earn and redeem 
Skywards Miles through the Skywards program; 

 
c) a trademark licence agreement that licenses the use of certain trademarks of either 

applicant in connection with the Proposed Conduct; 
 

d) lounge access agreements setting out the terms of reciprocal lounge access for 
passengers travelling on Qantas or Emirates services;  

 
e) a passenger handling agreement to set out the terms of the arrangements for the 

treatment of Qantas passengers at Dubai Airport; 
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f) an agreement relating to staff and duty travel; and 

 
g) an agreement in relation to the codeshare and interline carriage of freight on passenger 

flights. 
 

Significant lead times are required to negotiate and finalise these agreements.   
 

In addition, specific preparatory activities and associated lead times include: 
 

a) Negotiating route scheduling and airport slots.  As described above, the November 
2012 slot conference is critical for the Applicants to be able to apply for slots that best 
facilitate improved connectivity between Qantas and Emirates operated services. 

 
b) Obtaining local regulatory approvals in various destinations.  Generally speaking, 

the optimal time to allow work to commence on the necessary regulatory requirements is 
3-4 months, particularly for those destinations which Qantas has not previously served.  
For example, in respect of Qantas commencing operating services to Dubai, this would 
include obtaining an allocation of capacity from the International Air Services 
Commission and permission from the relevant aeronautical authorities.  

 
Other regulatory requirements (such as varying Qantas’ Australian International Airline 
Licence) may need to be met to enable Qantas to codeshare on Emirates’ services to 
certain destinations.  In addition, if changes to Air Services Agreements were needed to 
permit Qantas to codeshare on Emirates services to certain new destinations, then the 
minimum likely timeframe to achieve this would be 6 months. 

 
c) Preparing for transitioning Qantas’ and Emirates’ established IT management 

systems.  Processes for testing the selling and airport handling systems for a new 
codeshare partner usually take 3-4 months.  A test system is used as a replica of the real 
data environment.  In this way, the Applicants can establish system connectivity and 
resolve issues between systems using practice data.  The testing involves establishing 
connectivity between the Emirates’ systems in Dubai and Amadeus systems in Germany 
(the external provider of Qantas’ reservations system), then selling seats, issuing tickets, 
checking passengers in, issuing a boarding pass, etc.  The tests replicate different 
distribution channels for the sale and issue of tickets (including call centres, online, via a 
travel agent and mobile methods of contact between customers and the carriers).   

 
In addition, systems need to be modified where product offerings of the carriers are 
different and where there will be changes to enable product alignment.  The sooner that 
product alignment can be discussed and agreed, the sooner system modifications can be 
identified, tested and ready for deployment.   

 
d) Preparing joint marketing campaigns.  Developing a marketing strategy, creative 

concepts (i.e. detailed sketched or scripts), producing the advertisements (e.g. television 
or photo shoots), approvals and dispatching the campaign will typically take 20 weeks for 
a brand or product campaign and up to 8 weeks for a retail (price or special offer) 
campaign.  All significant Qantas marketing campaigns go through a process of testing 
and research (e.g. focus groups or online surveys) to ensure the messaging and offers 
will be relevant and effective to the target audience.  The process typically takes 6 weeks 
for pre-campaign strategy testing and 4 weeks for creative and media effectiveness 
testing.  Ongoing testing will then take place every 4 weeks with 3 weeks preparation 
time required to prepare the field tests. 

 
Lead times are also required to optimise media coverage and limit costs.  Typically 
advertising clients pay a heavy premium for bookings less than 12 weeks prior to a 
campaign launch.  In addition, the later advertising space is purchased, the less likely it 
is that the Applicants could access the most desirable media placement (e.g. high 
readership sections of a newspaper) will already be taken with only the lower value 
inventory remaining. 

 
The airline industry has a very complex, global distribution structure including online, call 
centres, sale teams and thousands of travel agents.  This means significant lead times 
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are required to provide training, product or offer product briefings and scripts and briefs 
to the thousands of people involved in the campaign.   

 
e) Developing joint systems for inventory, ticketing, revenue management and 

pricing. Before commencing selling seats it is normal practice to thoroughly test the 
connectivity of each airline’s revenue accounting systems.  This often takes 3-4 months.  
It would involve, for instance, coding changes to enable each system to recognise the 
commission levels payable for codeshare sales and data exchanges using practice data 
to test the processes for billing and reporting.   

 
Pricing systems also need to be tested to ensure that various types of ticketing 
transactions (including normal commercial ticketing, frequent flyer redemption tickets, 
ticket upgrades and ticket refunding) can be handled effectively by both carriers. 

 
f) Establishing a new Qantas office in Dubai.  Establishing a new office and airport 

presence takes approximately 3-4 months.  This was the case with the recent start up 
sites for Qantas in both Dallas and Santiago.  The 3-4 month timeline includes the time 
required to train airport staff to use the Amadeus departure control system to process 
Qantas flights.  The Applicants’ IT teams also need to assess, order and install hardware 
to enable passenger processing.  This equipment includes communications servers, 
computers used for checking in passengers, printers used to issue boarding passes, 
boarding pass scanners and baggage tag printers. 

 
g) Identifying and developing solutions to ensure seamless customer servicing 

including designing global processes for call centres and staff training.  A 
considerable amount of time is required to test systems to ensure that members of each 
of Qantas and Emirates’ frequent flyer programs will be able to earn and redeem points 
on the relevant flights.  System testing needs to occur to ensure that both carriers’ 
systems will give appropriate recognition to tiered frequent flyers.  Planning and system 
testing would also need to take place in relation to sharing of customer data to facilitate 
journey management and disruption handling procedures – for example, data flow 
between each carrier’s sales offices, customer care teams and operational staff is 
necessary to ensure that passengers are consistently handled. 

 
6. Whether, and how, Stages 1 and 2 of the Proposed Conduct could be unwound in the 

event that authorisation for the coordination agreement is not ultimately granted 
(including details of any proposed protocols to ensure protection of any confidential 
information exchanged between Qantas and Emirates) 

 
The planning activities outlined above could be unwound in the event that authorisation of the 
Proposed Conduct is not ultimately granted.   
 
In relation specifically to the pricing related preliminary discussions, as Qantas is and will 
continue to be a “price taker” in relation to the overlapping routes, the information exchanged is 
not going to affect either its position in the market or its ability to price in any different way in the 
future.  In fact, absent authorisation, Qantas will have a materially reduced international 
network (the JSA, Air France codeshare and Cathay Pacific codeshare will be terminated and 
Qantas will withdraw its Frankfurt service and one daily London service) which will need to be 
sold in a materially different way than under the Proposed Conduct. 
 
In respect of the system testing and functionality, no confidential information would be 
exchanged because practice data can be used.  In respect of process setting and staff training, 
the training material would not involve real data. 

 
In any event, all Qantas and Emirates staff engaged in the preparatory work would sign and 
comply with strict confidentiality protocols that limit the use and exchange of commercially 
sensitive information. As part of the interim planning and negotiation stages, commercially 
sensitive information could only be shared on a need-to-know basis and only for the limited 
purpose of facilitating the preliminary planning.   

 
The activities contemplated to be undertaken as part of Stages 1 and 2 of the Proposed 
Conduct are business critical in the sense that their timing will have a direct and material impact 
on whether and how effectively the Applicants are able to operate, sell and market the 
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proposed new joint services.  In the absence of interim authorisation, the financial performance 
of those services in at least the first year of the Proposed Conduct as well as the prompt 
delivery of public benefits would be materially jeopardised.  The significant financial risk lies 
mainly with Qantas.  

 
 
Please contact me or Anna Pritchard on 02 9691 5515 if you would like to discuss this letter.  
 
Yours sincerely 

 
Brett Johnson 
General Counsel  


