
  
 

 

                                                                          
 

 
Applications for Authorisation A91332 and A91333 

Third Party Submissions After Draft Determination and Pre-Decision Conference 
 
We refer to submissions lodged by the Australian Licenced Aircraft Engineers Association (ALAEA), 
Australian and International Pilots Association (AIPA), Transport Workers Union (TWU) and Air New 
Zealand after the Commission’s Pre Decision Conference on 1 February 2013.  The Applicants have 
set out their comments below. 
 
ALAEA 
 
In its submission dated 5 February 2013, the ALAEA requested a redacted copy of the Master 
Coordination Agreement between Qantas and Emirates. The Applications and supporting 
submissions adequately describe the conduct for which the authorisation is sought and provide 
sufficient detail to enable the competition effects to be assessed and for interested parties to 
comment.  In particular, section 4 on page 18 of the supporting submission sets out the proposed 
conduct for which authorisation is sought.  This, combined with the Applicants’ responses to the 
Commission’s questions, provides a comprehensive description of the Proposed Conduct on which 
third parties can make submissions to the Commission in its capacity as an independent regulator 
assessing the matter.  In these circumstances, public disclosure of the commercially sensitive 
commercial agreement underlying the Proposed Conduct is neither necessary nor normal in the 
context of applications for authorisation. 
 
The ALAEA also requested more details about the financial arrangements between the parties.  The 
Applicants provided further information in their response to the Commission on 13 February 2013.  
The Applicants have explained that the Master Coordination Agreement defines two types of routes: 
 

• Trunk Routes.  Trunk Routes include Qantas’ services via and to Dubai (eg Sydney-Dubai-
London Heathrow, Melbourne-Dubai-London Heathrow) and Emirates’ services from Dubai 
via and to Australia (eg Dubai-Sydney-Auckland, Dubai-Singapore-Melbourne).  A summary 
of Trunk Routes is set out in Tables 4 and 5 in the Applications; and 
 

• Non-Trunk Routes (eg, Dubai-Amsterdam). 
 
The Applicants have also confirmed that the financial model that applies under the Master 
Coordination Agreement varies according to the type of route.  For Trunk Routes, a benefit transfer 
model will apply (not a revenue sharing model).  The benefit transfer model is designed to: 
 

• ensure an equitable transfer of incremental profits over and above each party’s profit prior to 
the partnership; 
 

• create a ‘metal-neutral’ outcome where there are no incentives for either party to prioritise its 
own metal over the other; and 
 

• allow the Applicants to effectively work together to manage yield and inventory as incentives 
are aligned. 

  
For Non-Trunk Routes, commission codeshare terms apply (i.e., the non-operating ticketing carrier 
receives a commission payment based on a percentage of passenger revenue). 
 
The ALAEA also queried the scope of the Applications and requested details of the related bodies 
corporate of each of Qantas and Emirates.  A complete list of related bodies corporate was provided 
to the Commission on 13 February 2013.  The Applicants also provided further detail to the 
Commission in relation to the relevant related bodies corporate and the scope of the Applications on 
20 February 2013.  The focus of the Applications has always been on coordination between the flying 
businesses of the Qantas Group and Emirates.  The only overlaps between the non-flying operations 
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of the Qantas Group and Emirates or their related bodies corporate in Australia are in respect of 
catering and aircraft cleaning.  In their response to the Commission on 20 February 2013, the 
Applicants confirmed that they do not seek authorisation for potential future coordination in Australia 
between the catering businesses of Qantas Group Catering Limited (i.e. Q Catering and Snap Fresh) 
and Emirates (Alpha Flight Services Ltd, owned by dnata) or aircraft cleaning.  Any potential future 
coordination would be the subject of a separate application for authorisation, if considered necessary 
in the circumstances at the time. 
 
AIPA 
In its submission on 8 February 2013, the AIPA has suggested that the Proposed Conduct will lead to 
Qantas ‘trading off’ or ‘forfeiting’ thinner routes to Emirates.  The AIPA cites concerns about the 
impact on employment.  Similar concerns are expressed by the TWU. 

The AIPA (like the TWU) is wrongly comparing the current employment position to that under the 
Proposed Conduct.  That is not the correct legal or economic test.  The correct test is to compare the 
future with the Proposed Conduct to the future without the Proposed Conduct.  It is important to note 
in this context that Qantas’ withdrawal from Frankfurt was going to occur irrespective of whether the 
Proposed Conduct proceeded. 

When the correct test is applied, it is clear that employment at Qantas is more secure in the future 
with the Proposed Conduct than without it.  Without the Proposed Conduct, Qantas will be forced to 
further rationalise its services to Europe, such that it will be left operating only one daily service from 
each of Sydney and Melbourne.  This would bring a comparatively greater level of detriment from 
associated job losses.  By contrast, as a result of the Proposed Conduct, Qantas International is able 
to operate 100% more daily services to Europe, preserving existing jobs in the process and placing 
Qantas International in a better position to ensure greater job security. 

The AIPA indicates that Qantas’ decision to withdraw from servicing Adelaide-Singapore and to 
reduce its Perth-Singapore services signals Qantas ‘transferring’ its flying to Emirates.  The TWU 
makes similar claims.  These arguments ignore the facts that: 

• Qantas’ decisions in respect of both withdrawing from Adelaide-Singapore and reducing 
Perth-Singapore services reflected the ongoing, deteriorating financial performance on both 
of those routes and does not involve those flights being replaced by Emirates; and 

• the re-designed Qantas Asian network will deliver improved timings, new and improved 
connections and increased dedicated Qantas capacity to Asia overall. 

In any event, there is no basis to the argument that Qantas is ‘forfeiting’ routes to Emirates as a result 
of the Proposed Conduct.  Qantas is not ceding routes to Emirates, nor is Qantas restricting its ability 
to grow.  The only routes that Qantas could conceivably cede to Emirates would be those which 
overlap.  Yet, in relation to all of the overlapping services, the Proposed Conduct is instead delivering 
and sustaining more Qantas services than would be the case in the counterfactual: 

• in relation to Australia-Europe services, the Proposed Conduct preserves additional Qantas 
flying; 

• in relation Australia-Asia services, the Proposed Conduct is facilitating an increase in 
dedicated capacity that flows from Qantas’ redesigned Asian network; and 

• in relation Tasman services, the Proposed Conduct involves a commitment to maintain 
capacity that would not otherwise be offered by Qantas given the substantial excess capacity 
that already exists. 

The AIPA refers to a ‘net reduction in services’ (page 4) that has resulted from the Proposed Conduct.  
This is incorrect.  Other than services to Frankfurt (which were being terminated in any event), there 
has been no net reduction in Qantas International services.  Rather, there has been a re-focus and an 
increase in dedicated capacity between Australia and Asia. 

Like the ALAEA, the AIPA also queries whether the financial model under the Master Coordination 
Agreement will deliver metal neutrality.  This has been addressed above.  
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TWU 
Many of the TWU’s comments reiterate those of the AIPA and the ALAEA and have been addressed 
above. 

The TWU sought clarification on how the Proposed Conduct would impact Australia’s crisis 
management response.  Assisting in crisis situations is a responsibility that Qantas takes very 
seriously.  Qantas’ capacity to provide this critical support is only enhanced by the Proposed Conduct.  
The ability to work closely with both Emirates and the relevant authorities to facilitate the movement of 
people and goods across the globe using both carriers’ networks will materially enhance crisis 
management programs.  Emirates will provide the Commission with a further submission on this 
issue.   
 
Air New Zealand 
 
The Applicants agree with Air New Zealand’s submission dated 13 February 2013, to the extent that it 
acknowledges the need for in-built flexibility in any capacity commitment so that it does not 
unintentionally stifle competition and innovation. 
 
 
 
22 February 2013 


