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Dear Richard 
 
Applications for Authorisation A91332 and A91333 – Request For Interim Authorisation 
 
We refer to the Commission’s Draft Determination in respect of the above Applications, issued on 20 
December 2012 in which the Commission proposed to authorise the Proposed Conduct for a period of 
5 years (Draft Determination).  The Applicants now urgently seek interim authorisation to commence 
the Proposed Conduct as soon as possible, prior to determination of final authorisation. 
 
Background 
 
In their Applications lodged on 7 September 2012, the Applicants sought a limited interim 
authorisation of the Proposed Conduct to enable them to jointly engage in preparatory activities 
ahead of implementation of the Proposed Conduct.  Following concerns raised by the Commission 
that it was not possible to issue an interim authorisation without undertaking a substantive review of 
the Proposed Conduct, the Applicants withdrew their application for limited authorisation on 2 October 
2012 and put in place processes for limited planning and preparation in a manner compliant with 
competition laws.   
 
The Commission has now had an opportunity to undertake that substantive review of the Proposed 
Conduct and has issued a Draft Determination approving the Applications.  The Applicants believe 
that it is now an appropriate time to submit a new request for interim authorisation. 
 
For the reasons explained in this letter, it is important to the Applicants for certain preliminary steps to 
be undertaken pursuant to interim authorisation.  In particular, in order to be able to fully implement 
the Proposed Conduct by April 2013 (to ensure the resultant benefits are available to the public from 
the start of the IATA Northern Summer season), it is imperative that the Applicants be able to 
commence certain aspects of the Proposed Conduct, including setting and selling fares for travel on 
the combined Emirates/Qantas network.  
 
The Applicants request the Commission grant interim authorisation of the Proposed Conduct on the 
basis that: 
 

• the Proposed Conduct will produce public benefits.  Interim authorisation will give the 
Applicants the opportunity to deliver those public benefits sooner than would otherwise be the 
case; 
 

• interim authorisation will not give rise to permanent changes to the relevant markets.  Interim 
authorisation will not permanently alter market dynamics nor prevent the market returning to 
its pre-authorisation state in the event final authorisation is not granted.  Importantly, in 
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practice only limited customer-facing aspects of the Proposed Conduct would be sufficiently 
ready to be implemented and could only be implemented between the time of the 
Commission granting any interim determination and the date of final determination.  While a 
limited time period, in the aviation industry sales within this time would still be very important 
to the Applicants; 

 
• interim authorisation will cause no detriment to consumers or others, particularly given the 

Applicants’ commitment to ensure that to the extent passenger fares and any frequent flyer 
entitlements are offered, they would be honoured, and booked travel re-accommodated 
(where necessary), in the event that final authorisation is not granted; and 
 

• the request is urgent in light of the significant financial harm that has been, and will continue 
to be, incurred by the Applicants (particularly Qantas) in the period between the Proposed 
Conduct being announced and final authorisation being determined. 

 
These reasons are detailed further below. 
 
 
Nature of the Proposed Conduct and why an interim authorisation would allow expedited 
delivery of public benefits 
 
The Applicants request that the Commission grant interim authorisation on the basis that the 
Proposed Conduct will not cause competitive harm and instead will produce public benefits. 
 
The Applicants consider the Proposed Conduct is pro-competitive, particularly when compared to the 
counterfactual position involving Qantas further reducing its services to Europe.  The Applicants will 
remain constrained by significant and aggressive competitors on all relevant routes.  Moreover, these 
competitors have been very active in the period since the Proposed Conduct was announced and it is 
likely that they will engage in a fresh round of competitive rivalry if interim authorisation is granted. 
 
Interim authorisation would enable expedited delivery of the public benefits that will flow from the 
Proposed Conduct.  In particular, interim authorisation would mean that the Applicants could activate 
the integrated codeshare relationships contemplated under the Master Coordination Agreement (over 
and above the limited arm’s length codeshare services currently being offered to Milan and 
Manchester).  Subject to completing the necessary systems integration and reaching final commercial 
agreement, the Applicants will also offer members of their respective frequent flyer programs the 
ability to redeem points on each other’s services under the integrated codeshare relationships for 
travel from 31 March 2013 – an instant benefit that would otherwise be delayed.  
 
Since lodging the Applications in September 2012, in the absence of interim authorisation, the 
Applicants have been able to commence only limited preliminary work in compliance with the 
Competition and Consumer Act 2010 (Cth).  However, there remains a significant volume of work that 
cannot be undertaken unless and until authorisation is granted and an interim authorisation would 
materially facilitate the delivery of public benefits to consumers.   
 
A description of the outstanding work for which interim authorisation is being sought is set out below.  
A summary of the preparatory work which has been identified as necessary in the coming months is 
included in Attachment A.  
 

• Joint Sales and Pricing Strategy 
 
To develop a workable joint strategic pricing framework, it is first necessary to agree and align 
core tariffs and an appropriate methodology.  In the absence of interim authorisation, the 
Applicants can only engage in limited, ring-fenced discussions regarding a potential model for 
fare class alignment.  Without the ability to discuss specific pricing approaches, no detailed 
plans can be developed for any point of sale activity in any markets.  In turn, the corporate 
and industry dealing framework is dependent on the published fare schedule from which 
discounts and commission structures are then negotiated.  Again, the Applicants can only 
engage in limited, ring-fenced discussions regarding a potential model for corporate and 
industry sales.   
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Once strategic pricing principles are in place, a further significant amount of work needs to 
immediately begin to reflect those principles in IT and system changes before they can be 
properly implemented.   
 
Sales teams also need to commence negotiations with industry and corporate partners in 
relation to the joint offering, a process that often takes up to five months before a final 
contract is signed.  As the Commission is aware, 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. 
 
The development of a strategic pricing framework underpins a significant number of follow-on 
preparatory processes as outlined below (for example, joint marketing and system 
integration) and is not possible in the absence of interim authorisation. 

 
Any delay in agreeing and commencing sale of joint fare products puts the Applicants (in 
particular Qantas) at a severe competitive disadvantage during a peak selling 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.  As explained further below, the 
ability to commence meaningful and detailed planning rather than delay effective 
implementation of the Proposed Conduct until after any positive determination by the 
Commission will help to restore consumer and trade confidence in the Qantas offering to 
Europe. 
 
If interim authorisation is granted, the Applicants would hope to finalise pricing strategies and 
commence selling fares to consumers for travel from 31 March 2013, prior to final 
authorisation being determined.  Any extra time to sell tickets would have a material, positive 
impact on route profitability for Qantas.  
 

• Joint Marketing 
 
As the Commission is aware, developing a marketing strategy, creative concepts (i.e. detailed 
sketches or scripts), producing the advertisements (e.g. television or photo shoots), approvals 
and dispatching marketing campaigns will typically take 20 weeks for a brand or product 
campaign and up to eight 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 
four weeks for creative and media effectiveness testing.  Ongoing testing will then take place 
every four weeks with three 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 more likely it is that the most 
desirable media placement (e.g. high readership sections of a newspaper) would have 
already been taken with only the lower value inventory remaining. 
 
The airline industry has a very complex, global distribution structure including online, call 
centres, sales teams and thousands of travel agents.  This means significant lead times are 
required to provide training, develop product and offer product briefings and scripts to the 
thousands of people involved in the campaign.   
 
Whilst some preparatory work has commenced, it is not possible for campaign planning and 
staff training to progress unless specific tactical pricing and sales approaches have been 
finalised. 

 
• System Integration and Testing  

 
Before commencing selling seats it is normal practice to thoroughly test the connectivity of 
each airline’s revenue accounting systems.  This is a significant amount of work and often 
takes three to four months.  It would involve, for instance, coding changes to enable each 
airline’s system to recognise the commission levels payable for codeshare sales and data 
exchanges using practice data to test the processes for billing and reporting.   
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Pricing systems also need to be tested to ensure that various types of ticketing transactions 
(including normal commercial ticketing, frequent flyer redemption tickets and ticket refunding) 
can be handled effectively by both carriers. 
 
Whilst some of this system design and testing has been able to take place using ‘dummy 
data’, it is not possible to accurately test and ensure the viability of new systems unless real 
data is used to reflect the actual models of joint pricing and selling as ultimately agreed 
between the parties. 

 
• Customer Handling 

 
A considerable amount of time and data flow between the carriers is required 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.  This will also necessitate extensive staff training 
on a global basis for both carriers.  Such activities have not been possible to date, given that 
the training can only take place once fare rules have been agreed and operational and 
technical models have been finalised. 
 

• Scheduling and Capacity Coordination 
 
Although Qantas has independently obtained slots to operate its own services to Europe 
through Dubai, it has not been able to coordinate or align those slots with Emirates.  Although 
the window for doing so in time for operations on 31 March 2013 has passed, it still remains 
possible to seek some minor adjustments (of around five to ten minutes in arrival and 
departure times).  Such fine tuning remains an imperative from a customer connectivity 
perspective to ensure that schedules are aligned as much as possible for future selling.  It is 
also crucial for the Applicants to be able to discuss, agree and align schedules on the 
Tasman and to Asia. 
 
It is even more urgent for Qantas and Emirates to be able to engage with each other on the 
topic of future capacity deployment, as this has an immediate bearing on both carriers’ 
current pricing strategy for projected loads and forward bookings.  
 
Qantas and Emirates have so far not been able to engage in any discussions in relation to 
schedule and capacity coordination.  Capacity decisions have a direct bearing on how 
effective passenger connectivity will be.  In other words, there is little point coordinating 
schedules if there is either insufficient or too much capacity flowing between each carrier’s 
operated flights. 
 
The sooner the Applicants can engage in capacity and schedule coordination, the sooner real 
public benefits of improved connectivity and efficiencies can be delivered to consumers 
across all relevant routes. 
 

The above activities are business critical in the sense that their timing will have a direct and material 
impact on when and how effectively the Applicants are able to operate, sell and market the proposed 
new joint services. 
 
No permanent changes to the relevant markets 
 
Granting interim authorisation will not permanently alter market dynamics nor prevent the market 
returning to its pre-authorisation state in the event that final authorisation is not granted.  Practically, 
the Applicants estimate that, if granted, interim authorisation is likely to only come into effect from late 
January 2013 at the earliest.  This means it is likely that there would only be five to six weeks 
between then and when final authorisation is likely to be determined (ie mid March 2013).   
 
This would allow critical extra time from a planning and testing perspective and the Applicants would 
work towards the goal of being able to load and sell fares to consumers as soon as practicable after 
the date interim authorisation was granted.  However, the reality is that the Applicants expect that the 
only activities that may actually be implemented during this extra window of time would be: 
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• activating the integrated reciprocal codeshares contemplated by the Master Coordination 
Agreement, for travel from 31 March 2013; 

 
• commencing selling fares on those integrated codeshare services to consumers, for travel 

from 31 March 2013; 
 

• agreeing on joint sales force structure; and 
 

• further developing and launching sales collateral and joint branding marketing campaigns. 
 
There are clearly practical limits to the extent to which other aspects of the Proposed Conduct could 
actually be implemented.  It is therefore more likely that the extra five to six weeks would be devoted 
to more detailed negotiating, planning and testing, which has not been able to occur because it 
involves the exchange of, and agreement in relation to, commercially sensitive information.   
 
This means that there would be limited conduct that would need to be ‘undone’ in the event of a 
negative final determination. 
 
The Applicants have also set up various procedural safeguards to ensure that if final authorisation is 
not granted, the Applicants will continue competing against each other.  All Qantas and Emirates staff 
engaged in the preparatory work are following strict confidentiality protocols that limit the use and 
exchange of commercially sensitive information.  In addition, if interim authorisation was granted, the 
Applicants would implement processes to ensure that commercially sensitive information could still 
only be shared on a need-to-know basis and only for the limited purpose of facilitating the Proposed 
Conduct in the event that final authorisation is received.  Commercially sensitive information would 
not be used for any other purpose. 
 
No consumer detriment if final authorisation is not granted 
 
Importantly, consumers would not suffer any detriment as a result of interim authorisation.  As set out 
above, there are limits to the extent to which aspects of the Proposed Conduct could be implemented 
in the anticipated five to six week window between interim authorisation being granted and final 
determination being made. 
 
In activating the reciprocal codeshares and commencing selling the joint services pursuant to interim 
authorisation, the Applicants would ensure that no consumer detriment would arise in the event that 
final authorisation was not granted.  This would be achieved by the Applicants: 
 

• negotiating re-accommodation arrangements to apply in the event that final authorisation is 
not received.  This would mean that any passengers booked on a flight operated by the other 
airline in the interim period would either be retained on that service or re-accommodated on 
an equivalent flight at no additional charge to the passenger.  The Applicants would ensure 
that the potential for such re-accommodation was clearly disclosed to consumers at the time 
of purchase and would offer a full refund in the event that such re-accommodation was for 
some reason unavailable;  
 

• honouring all fares sold within the interim period, regardless of the date of future travel; and 
 

• honouring any frequent flyer entitlements (to the extent they are able to be offered) for fares 
booked during the interim period, regardless of the date of future travel.  The Applicants note 
that, due to operational constraints, it might not be practicable to immediately offer all 
frequent flyer benefits contemplated by the Master Coordination Agreement.  The Applicants 
will ensure that any applicable entitlements (including any potential variations to those 
entitlements in the event that final authorisation is not granted) are clearly disclosed to 
consumers prior to purchase.  

 
Urgency of request and financial harm to Applicants if denied 
 
This request for interim authorisation is urgent due to the financial harm currently being suffered by 
the Applicants, in particular Qantas.   
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From a commercial selling perspective, the period between announcement of the Proposed Conduct 
on 6 September 2012 and final authorisation remains high risk for Qantas given that while the 
arrangements remain subject to regulatory approval there is a perception within the market that 
Qantas flights cannot be booked with any certainty.   
 
[REDACTED – QANTAS COMMERCIAL IN CONFIDENCE] 
 
Interim authorisation will mean that Qantas and Emirates can act quickly to restore consumer and 
trade confidence in Qantas’ sales into Europe, while accelerating the ability to commence joint selling 
and marketing to support the new Qantas operations via Dubai.  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, particularly given that it is now well progressed in 
unwinding the relationship with British Airways under the (now terminated) Joint Services Agreement 
– a process that will leave Qantas with very significant gaps in its Europe offering unless the 
Proposed Conduct proceeds.   
 
Interim authorisation would therefore materially facilitate implementation of the Proposed Conduct, 
without creating regulatory risk or detriment to consumers having regard to the nature and practical 
timing of the request for interim authorisation. 
 
Please contact me on (02) 9691 5515 if you would like to discuss this letter or please contact Lisa 
Williams at Emirates if you would like to discuss Emirates’ perspective.  
 
Yours sincerely 

 

 
 
Anna Pritchard 
Head of Legal – Competition 
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ATTACHMENT A – OUTSTANDING WORK TO BE UNDERTAKEN BY THE APPLICANTS UNDER 
INTERIM AUTHORISATION 

 
 
While the Applicants request the Commission grant interim authorisation in respect of the full 
Proposed Conduct to which the Applications relate, set out below is a list of the type of activities 
they are required to undertake in order to fully implement the Proposed Conduct in April 2013. 
 
The implementation of the partnership remains subject to the ACCC's final determination and 
regulatory approval in other jurisdictions. 
 
1. Joint Sales and Pricing Strategy 

 
Agree and align core tariffs and a tactical pricing methodology.   

 
Incorporate pricing principles in IT and system changes.  
 
Commence negotiations with industry and corporate partners in relation to the joint offering 
to plan and prepare strategies for selling to corporates and industry partners. 
 
Activate the integrated reciprocal codeshares and commence selling fares to consumers, for 
travel from 31 March 2013.  
 

2. Joint Marketing 
 
Develop a marketing strategy, including developing creative concepts (i.e. detailed sketches 
or scripts), producing advertisements (e.g. television or photo shoots), seeking approvals and 
dispatching marketing campaigns.  
 
Provide training and offer product briefings and scripts to employees involved in the 
campaign.   

 
3. System Integration and Testing  

 
Test and ensure the viability of new and existing systems using real data to reflect the actual 
models of joint pricing and selling as ultimately agreed between the parties. 
 
Test the connectivity of each airline’s revenue accounting systems and reservation systems, 
using live data including inventory and pricing data.   
 
Implement coding changes to enable each system to recognise the commission levels 
payable for codeshare sales and data exchanges in order to test the processes for billing and 
reporting.   
 
Test pricing systems to ensure that various types of ticketing transactions (including normal 
commercial ticketing, frequent flyer redemption tickets and ticket refunding) can be handled 
effectively by both carriers. 

 
4. Customer Handling 

 
Develop 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.   
 
Implement staff training.  
 

5. Scheduling and Capacity Coordination 
 
Seek minor adjustments to slots (of around 5-10 minutes in arrival and departure times) to 
ensure that schedules are aligned as much as possible for future selling.   
 
Engage on the topic of future capacity deployment.  
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Engage in discussions in relation to schedule, traffic flows and capacity coordination.   
 

 


