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NEPARTMENT DF TREARITRY
Office of the Secretary
Talaphaaa: (ETS] 312 4212 L vulupindi Haus
Facslmilc: |B75| S12 B804 AL P{) Box 542, WAIGANI, NCD
2 Sepember, SU0Y (s

®r. Thomas Ahe ‘,.#"'f

Commissinnge %

Fiacdependent Comsonprnd Competiion Conmisy i
PO BOX 6304~

BORDED N7

Dicar Commassicier,

e RE; AIR NILGINS SLEBMISSION FOR A PROPOSED RENEWAL OF CODE SHARE
AGREEMENT WITH OQANTAS ATRWAYS LIMITED

I'werte wmoredation 1o the prapossd zubmission by Air Riuging secking autherization o a renewal o the
crdz share agreemant which it eureently cnovs will Qantas Aorsays Tamiel

I ke that vou bave jovited Tressury o provide some viewscommenls moselation o the proposed
renewil of the code share agreement. Accordingly. please find attached the Department of Treasury’s
submission in relation to this marmcr

Plemse do ol besitle e conlact Mre, Clement hooe on phone 212 8732 should you have sny goeries
|'-:§.-1|'-:"|nf_' the subimission

Yours sincorcly.

L o ..-'-'i":'n:'!'r L
A
i

Iy
SIMION TOSALL ORE
Acting Bovrelery
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AW pN Jackson's Airport, Port Moreshy
PO Box 170, Boroko, Papua New Guinea

Phone (675) 325 2011 Fax (675) 325 2219
COME FLY O UR WAY Email: apng@apng.com

7 September 2009

Mr Avi Hubert

Acting Executive Manager

Competitive Market & Fair Trade Division
Independent Consumer and Competition Commission
PO Box 6394

BOROKO NCD

PAPUA NEW GUINEA

Dear Mr Hubert

2009 REVIEW OF THE CURRENT CODE SHARING ARRANGEMENT
BETWEEN AIR NIUGINI LIMITED (AIR NIUGINI) AND QANTA S AIRWAYS
LIMITED (QANTAS)

We refer to your letter dated 13 August 2009 imgitcomment on the proposed
continuation of the above codeshare.

Airlines PNG submitted to the ICCC in May 2007 rimextions to the request then in
regards to Air Niugini / Qantas codeshare applicatiSince the above submission was
submitted, Airlines PNG has entered into our owdestare arrangement with Pacific Blue
on the Port Moreshy to Brisbane route, which waggaped by the ICCC in October 2008.

Even with our current codeshare arrangement, Wesst that we are the only effective
competition to the national carrier and its codeslpartner on routes between Australia
and Papua New Guinea and on most routes domegticittin Papua New Guinea. We
theoretically stand to be most disadvantaged ifweee to believe that the codeshare
arrangement embraced the possible negative coimpdii#haviour that could occur.
However, to date we have seen no evidence of seiciMour by the codeshare partners.

The relationship with Qantas does provide greddserage’ to Air Niugini with its access
to Qantas’s Frequent Flyer Programme (this mayedeser with Air Niugini announcing
their own Frequent Flyer scheme), lounges and diteeefits it can provide — in particular
to its frequent and higher yielding passengerst tiBat simply provides the travelling
public with greater choice — and that cannot badgthing. Same situation applies under
our current codeshare, where we also provide grehtece.

This airline competes vigorously with Air Niugirarid by extension Qantas and our own
codeshare partner Pacific Blue) on some routesvenalso offer even greater choice in
terms of competitive airfares, frequency, serveaels etc — and believe that we must be
able to present an alternative product that cardsti@ against the best that our competitors
can “throw at us”.



-D--

Codeshare arrangements are now a widespread, wdeldnd effective way of utilising
very expensive airframe capacity in order to altasriers to become / remain cost efficient
in order to provide consistent and stable air sewui

Accordingly, on balance we are of the view thathkeefits — to the travelling public,
tourism operators, other aviation-related entiéied generally — provided by a codeshare
arrangement such as the one under review outwsgighconsiderable margin any of the
perceived or actual detriments.

We did float an idea in our submission to the 2DOB5 Air Transport Review, which was
a radical proposition concerning the available Bé&t capacity, whereby it opened up to
access by tender from other PNG airlines and touoigerators. However — realistically
we feel that that proposition is still perhaps ahefits time and to bring to fruition would
entail currently and for the foreseeable futurevailable levels of pragmatism, goodwiill
and expertise.

We do not believe we can nor should raise anydyalbjections to the Air Niugini
application.

Yours faithfully
AIRLINES of PAPUA NEW GUINEA LIMITED

T
i
- 5
i

A

For / Gary Toomey
CHIEF EXECUTIVE OFFICER
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Mr. Thomas Abe
Commissioner and CEO
Independent Consumer and
17 Floor, Garden City
0. Box 6394
BORDEKD
Maliome

Dmpetition Commission

ital Thstrict

byttear Comimiasoner,

' SURJECT; REVIEW OF ATR NIUGINI AND OANTAS CODESHARE
ARRANGEMENT AUTHORIZATION

We refer to your letter of 110 August, 20092 requesting our input on the maller of
Alr MNugint and QANTAS Alrways Lid desiing to extend their Cocde Sharc
Amcngement which they enlerec into in 2007 which expires on 317 Decemoe
2008,

Authorization
o agreements that substantially lessen compefiion, tho applicant must safisty
the Commisslon (ICCC] that the agreemeant resulfs in o benefit to the public that

autvweighs any cnliF-compelilive effec’ |in the relevant maet|.

Thiis is in respec of S=clion 70 5ub — clause (1] of the [CCC Act 2002 whers action
al would apply.

Issues

lhe desire tor fofal iberalizalicon of the ramnsport sevices s porl of The move
towards achleving the Bogor Goals of free and open trade notwithstanding, thers
are some proctical ssues that make this somewhbot difficull o cchieve,

Thiz & to do with *ha sire of the morkels and oher consderations including
gerarafing revenuss 1o be able to cover opergtional oosts and make a kit of
pratit for the sharenolders and to make [he eflor worthwhile,

DU Wosion: Te et ive fef eecalieses By MaiBlrng In pariksrsnis wilh The communily 1o faciiters n S8k
inimgroled and sostuinubie oansper] spedem lur FHO



Inere were reparts in “he newspopens recently about GANTAS Alrways admitiing
that its long haul tusiness wos not profitabie and that it continues "o lose huge
dmounts of money on loss — musking Mightls 1o London and Los Angeles.

The Chief Execulive of Qantas scid both services were dependant on high yield
fist and busingss class ficket sales which had dived due to cuts in executive travel
budogels and high levels of discouniing. The eniny of new players such os W
Australia and U.S. awned Delto Ainways on the Pacific route and compstition from
Micidle Eost Camers on the Lendon route ware the maln cantribul’ng factors.

While compeatition I good as it intraduces efficlency Into operdiicns and adds
wille fo corsumesr bensfils (lower airfares), F comparies cre not aole to sustain
themselves, It creates a bigger problem on the natiznal evel as well as ot the
individual level [oss of [oos and 1ax revenues)

Concluding Remarks and Recommendalion

The sentimants we expressed in 2007 have nol materially changed to reviow th
recommendadtion we made then and we dre of the view hal, the global
eConomic orisis i a phenomanon that nas made life tough for the corporate
conglomerates, nations as well ¢s the indrrducls —which impacts on The haalth ©F
the airlires.

Cver the long lerm, thers are benefils to be gained by embracing changes thal
arg coccurrng in the gickba aranag, such s working towards achicyving the Bogor
Zodls of lReralization and trade faciitation. In actual Fact, we are committed to IF
s member economy of APEC.

As staled psfore, our operating circumstances are such kral, the pdnc’ples of
competition and whar B madant oy restrictive ode proctices and incraasing
markel conlestakility ete, s nol easy o apply.

One of Ihe characterstics of the pecullarlies of the PNG Aviatlon Sector
operating environment 5 the smailness of the market.

As Alflinas are building alliincas of ocna fomm or anothier evervwhera in the world,
it would Bo ouwr recommendation o allow ‘Fe Code Share Arangement 1o oe
Sxanded.

sincerely vours
rr;’—:p
HEMRY 5. PARAREL MBE

secretany
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N REVIEW OF TIHE CURRENT CODE SITTARTNG ARRANCEMEMTBEIWEEM AIR
MIUVGIND LIMITED (ALR NILTGINDG AND QANTAS AITRWAYS LIMITED (QANTAS)

We would like to commend ICCC once again for their commitment and vision in reviewing Lhe
current arrangement between UQANTAS and Air Niugini. e see the need lor a joinl eflorls in
reviewing the carrent arrangrement and the need to properly address the issues associatad with
the arrangarent fior the benefits of all travelsrs,

T Deparlownt o Comemerce aned - cdustry (D) ackoowdedges that domestically and
intermubionaliy, thene s g recoyruton that we are seeng rismee levels of bosiress and geeral
canfidence in the PNG Beenoray. This is gead becawse increascd dewmestic and mnleinabional
conlidence can anly contvibate o the ceonomic and social stabdily that we all want aod which
i leads o econamic growlh,

Erlicienl anterliomal air scervoces ane vilally poporlant 1o PAG When we ae o nation provide
links with the rest of the weorld we facilitate business, Irade, invesimant and lechns clogy Leansler,

Under the code-sharing arrangement, DANTAS offars service in its own name to Part Maresby
{PIC) but the ransportation s provided by A Miggime which cames QANTAS desigmator

code, This service allows Aot Mugmi @ provida more conventent services to fravelers.
Compliance with World Trade Organization (WTO)

Bar the benelil of nur growing economy and our trade ablipations wilh the rest o the world, i
st be noted that economivs arvund the world aro lberalizmy to allow more competition.
What we comsidered approoriote ts for the code-sharing srrangement to be reviewsed to be WTO
compitlitde iond nel o apply or zequest Jor new arrangoraent
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Open Skies Palicy

Ihe Cpen Skies apreemenl, siace it climinalos nesleictiors oaade seevoees Boebween and by
b pertivipeting countrivs, shoold ke pursaed, We need to tezlace Testrictive apreenmt with
apon shies andd possiply book al oplons such as crealing Port Moresby as o Hob under the Open,

Skies Molicy.
1201 3 views

Irt linmee weith the Covernment™s broader sconemde sl trads policies objective, FNG: geek the
maat Lexible air services arrangeinenls possibCe, providing for freer acoess for imbermational

adrlines and therefors, increased competiticon.

Toae arravgoment Tor AR NILGINT and QANTAS which provides Jor code-sharing services
Loebween Sapua Nuw Guuria § PAG Jims Ausbralm o owill creabe more opportuaities i air
services by enalling passonaers 1o cogoy mere lrosgquent servace.

The Department is of the viess Lthal code sharing services providoed botler and mnore convenient

service between T ond Australia, thues promotng trrade ard tourism berseeen oure couAloics.

The arrangement produced opportunities oo the public henefiting passengers, shippors and
comnmurties. The code- shurimg services are prvdded under the TRNG-Australia hilateral
gviatu apreemant, that offer enhanced semvice o e pablic, and thal would nol ompade
coznpuelitivo, I oponed moere maorkoets ard created opportunites for air service, It also provided

wibclibional sabewes bor othor overseas rovelers to DG,
Recomumendalions
e Dopartment e ore, recommoends the following:

*  Ensure Tl civil arrangement must make allowanoe for sree market competition
*  [Mrcinge st be determined by market fovces

That there 15 faw ane eoual opporaomby e compete.
B Clreata Port orestes as a [Tubunder the Cren Skres Policr in he acar [ulues,

We hope that the conunenls provided would be of much value for your surpose and lonk
forwurd Lo working losely wilh vour organiestion.

Yoaurs Soncerely;

———— -

ARTUS KLU
Sucrutary
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SUBIECT; M REVIEYY OF THE CLURRENT CODE SHARING
ARKAMGENMENTDT BETYWEEY ALK MILGIRD LARMEPTED (AIH
NIUGINT ANDY QANTAS ATRWAYS LIMITED {0 ANTAS)

In reference by the above subject recarding 200% review of the current code sharing

armneerm<nt Beraasn Ade Nivgind Limited (Adr Miuginil and Qantaz Adrwaes Dimnitod

(ks

The Depazumert of Coariecce aid Industse as the state assnesy responsible foc

prodmoting  commeorse, idusty and comuncesial invesiment Tn NG proesent the

tollowing camments for vawr deliberation an the code sharing anrangament,

Wee leals Tepsaed i arteipation of the subjest matter,

Y ours sinerely,

\

ANTON KLLEL
Booretary
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