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Dear Mr Woodward 

Virgin Australia Airlines Pty Ltd & Ors – applications for authorisation A91575 & 
A91576 – interested party consultation 

I refer to the above listed applications for authorisation lodged with the Australian 
Competition and Consumer Commission (the ACCC) on 17 February 2017. 

Virgin Australia, HNA Group, Hong Kong Airlines and HK Express and their respective 
passenger airline subsidiaries (the Applicants), seek authorisation in relation to their 
proposed Alliance to coordinate international passenger transport services between 
Australia and mainland China, and Australia and Hong Kong. 

As you are aware, the ACCC has conducted a public consultation process in relation 
to the applications for authorisation. All publicly available submissions are posted on 
the ACCC internet site at www.accc.gov.au/AuthorisationsRegister. 

Following this public consultation process the ACCC is now seeking further information to 
assist its consideration of the applications for authorisation. You are invited to respond to 
any issues raised in submissions, but in particular, the ACCC is seeking your response to 
the issues summarised at Attachment A to this letter. 

We would appreciate your response to cob Thursday 20 April 2017.  

This letter has been placed on the ACCC’s public register. If you wish to discuss any aspect 
of this matter, please do not hesitate to contact me on (03) 9290 1475. 

Yours sincerely 

 
Gavin Jones 
Director 
Adjudication 
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ATTACHMENT A – REQUEST FOR FURTHER INFORMATION 

Possible restriction on other airlines entering into agreements with Virgin Australia 

Air China submits that it is concerned the proposed Alliance may substantially restrict 
competition for feeder traffic on Australian domestic routes if, for example, the Alliance 
Framework Agreement included an express or implied exclusivity clause between the HNA 
Group and Virgin Australia that prevented other Chinese airlines from reaching a codeshare 
or other cooperative agreement with Virgin Australia. Air China argues that if the Alliance 
Framework Agreement did contain such an exclusivity clause it would deny a competitive 
choice that might otherwise exist for international passengers travelling on behind gateway 
routes in Australia. 

1. Please provide a response to the concerns raised by Air China. 

Term for which authorisation is sought  

The Applicants seek authorisation for the term of the Alliance and, in any event, for a period 
of at least ten years. The Applicants submit that they intend that the Alliance will operate for 
a long period and authorisation for at least ten years is appropriate in this context. Other 
than this statement, the Applicants have not made a submission about the term of 
authorisation sought.   

Two submissions argue that the dynamic nature of the aviation industry, particularly in 
relation to services between Australia and mainland China and Australia and Hong Kong, 
means that the competition effects and public benefits of the proposed Alliance should be 
tested over a shorter period. 

We note that in our past consideration of applications for authorisation where both (or 
multiple) Alliance partners are operating, or will operate, direct services on routes to and 
from Australia the ACCC has generally granted authorisation for periods of up to five years.  

2. Please provide a further submission in support of the Applicants’ request for 
authorisation for a term of at least 10 years. In providing this submission the 
Applicants may wish to have regard to past decisions by the ACCC in relation to 
applications of authorisation for aviation alliances, the ongoing evolution of services 
between Australia and mainland China and Australia and Hong Kong, and the 
dynamic nature of the aviation industry. 

Future without the conduct the subject of the authorisation 

The Applicants submit that absent the Alliance Virgin Australia would be unlikely to be in a 
position to enter with Australia-China and Australia-Hong Kong services as it is necessary to 
have a strong distribution and route network within China and Hong Kong in order to 
effectively compete with incumbent carriers. In particular, the Applicants submit that feeder 
traffic from HNA Group and Hong Kong Airlines, as well as the extensive sales and 
distribution networks, are critical to the profitability of these services. 

The ACCC requires further evidence to verify Virgin Australia’s position in relation to this 
issue. 

3. Please provide a more detailed submission, including all pertinent internal documents 
and other supporting evidence, in relation to the claim that Virgin Australia would be 
unlikely to commence operating Australia-Hong Kong or Australia-mainland China 
services without the Alliance in place. 
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