UNI TED STATES OF AMERI CA Order 96-12-17
DEPARTMENT OF TRANSPORTATI ON Served 12/ 19/ 96
OFFI CE OF THE SECRETARY
WASHI NGTON, D. C.

Action on | ATA Agreenents
| ssued by the Departnent of Transportation
on the 13th day of Decenber, 1996

Agreenents adopted by the Tariff X
Coor di nati ng Conferences of the X Docket OST-96- 1631

International Ar Transport Association : R 1 through R 31
relating to transatlantic passenger fares Docket OST-96- 1877
ORDER

Various nenbers of the International Ar Transport Associatio n
(I ATA) have filed two agreenen ts with the Departnent under section
41309 of Title 49 of the United States Code (the Code), and Par t
303 of the Departnent's regul ations. The agreenments were adopted

at either a TCl2 North Atlantic Passenger Tariff GCoordinatio n
Conference held in Mntreal during June 24-28, 1996, or at a
TC12/ TC123 Resol ution 015n neeting held in Geneva during Cct ober 7-
9, 1996. The agreenents are proposed for effectiveness on A pril 1,
1997, and January 1, 1997, respectively. Y

The agreenents:
The agreenent in Docket OST-96-1631 proposes a new U S.-Euro pe fare

structure applicable through March 31, 1998, except for certai n
"alliance" nmarkets. 2/ Normal first and internediate (business )

1/ | ATA nmenor andum TC12 Reso/ P 1764, Docket OST-96-1631; and
| ATA nenor andum PTCl2 COWP Fares 0028, Docket OST-96-1877.

2/ In order to neet the conditions of Orders 96-5-27, My 21
1996, and 96-6-33, June 17, 1996, which in granting antitrust
immunity to certain carrier alliances precluded each alliance
carrier fromparticipating in | ATA tariff coordination for
certain markets covered by the imunity, the | ATA TCl2 North
Atlantic Traffic Conference neeting did not address fares between
the United States and Austria, Bel gium Cernmany, the Netherl ands
and Switzerland. In addition, SAS had requested that discussions
affecting Scandi navi a (Denmark, Norway and Sweden) be renoved
fromthis neeting s agenda since it had submtted an alliance
agreenent to the Departnent for approval and imruni zation. That



class fares fromthe United States to Europe increase between one
and seven percent, with nost increases in the area of thre e
per cent, while nmost nornal econony fares renain unchanged due t o]
Standard Foreign Fare Level (SFFL) constraints. Mst pronotional
fares for mdweek travel incre ase $40 for the peak season, $30 for
the shoul der season and $20 for the basic season with levels fo r
weekend travel established at existing differentials over the new

m dweek | evels. 3/

In general, normal and pronoti onal fares from Europe to the United
States increase two to ten per cent, dependi ng upon narket and fare
type, with Hungary and Pol and general |y taking greater incre ases of
eight to ten percent. Normal econony fares, however, renmain a t
existing levels in many narkets, due to SFFL constraints, as d o]
pronotional fares fromA bania , France, Italy, Poland, Romania and
Tur key.

The agreenent in Docket OST-96-1631 also proposes a variety o f
structural changes, including the introduction of fares for travel

bet ween Bel grade and Chi cago, Philadel phia and points in Ita ly, and
San D ego and London, as well as fares (except for inclusive tours)
for travel from T Tunis to New York; and the deletion of all fare S
for travel fromPrague and Bra tislava to Chicago. In addition, it

cancels existing US.-Ireland unrestricted normal econony fares ;
converts existing U S -Ireland restricted fares into unrestricted
fares, resulting in 25-35 percent fare decreases for such travel;
and specifies new nornmal fares between Chicago and points i
I rel and. Finally, the agreenent revises a nunber of condition
gover ni ng the use of pronot i onal fares, nost not abl
m ni num maxi num stay requirenents and seasonal definitions, t
reflect market conditions and carrier needs.

oK n >

The agreenent in Docket OST-96 -1877 revises the proportional fares
used to construct through fares between various interio r
US cities and points in Europe (except to/fromthe UK), th e
Mddl e East, Africa and Asia via transatlantic routings in o rder to
reflect changes in US. donestic fare levels that have occurre d
since the | ast Resolution 015n neeting was held in January 1995.

alliance was ultimately approved and i muni zed by the Depart nent
on Novenber 1, 1996 by O der 96-11-1. Consequently, the
agreenent al so does not affect U S. - Scandi navia travel.

3/ Exceptions include peak and shoul der pronotional fares to
I rel and, which increase $38, with off-peak fares increasing $28;
shoul der and basi c season fares to G eece, which increase $20 and
$10, respectively; and weekend peak and of f-peak fares to the
U K, which increase $50 and $20, respectively, with all shoul der
season fares increasing $40.



Di sposition:

V& have decided to approve the agreenents, subject to

conditions. Based on our review of the information submtted and
other relevant naterial, we conclude that the agreenents, a S
conditioned, wll not result in fares that are unlawful o r
injurious to conpetition in the nmarkets at issue.

In particular, our approval of the proposed premumand prom oti ona
fares is consistent with Departnent policy as stated in Ode r

85-3-8, March 4, 1985. VW allow carriers wide latitude i n
establ i shing these types of fares, which are generally sensi tive to
mar ket denmand and ot her conpetitive pressures that obviate t he need

for regulatory intervention in nost cases.

V¢ continue our regul atory supervision over direct-service nornal
economy fares. 4 The agreenent proposes to naintain or increas e
nornmal econony fares in sone d irect-service narkets at |evels that
exceed the Departnment's regulatory ceilings as fornmed by th e
Standard Foreign F are Level (SFFL) plus upward fare flexibility. 5

The carriers have not furnished any economc justification i n
support of the proposed | evels. Under these circunstances, we wll
condition our approval of the agreenent to require that suc h
direct -service normal econony fares shall be no higher than th e
Departnent' s applicable regulatory ceilings, and that each c arrier,
when filing tariffs inplementing the agreenment, nust provide a

conpar ison of its proposed direct-service nornmal econony fare S
agai nst the Departnent's SFFL base | evel s.

Acting under Title 49 of the United States Code, and particularly
sections 40101, 40103, 41300 and 41309:

1. VW do not find that the follow ng resolutions, which ar e
incorporated in the agreenments in Dockets OST-96-1631 and OST- 96-
1877 as indicated and which ha ve direct application in foreign air

transportation as defined by the Code, are adverse to the publi C
interest or in violation of the Code, provided that approval | S
subj ect, wherever applicable, to previously inposed conditio ns; and

provided further that (a) normal econony fares for direct-service
markets filed by each I ATA carrier in tariffs with the Departnent

4 W exercise regul atory control over point-to-point
econony fares, generally defined as "unbundl ed" or "restricted"
fares and, in markets where they are unavail able, the
"unrestricted" econony fares.

5/ For exanple, the agreenent re-establishes the New
Yor k- Madri d normal econony fare at $851 one way, whereas the
current regulatory ceiling is $631.



pursuant to these resolutions shall not exceed the applicable
regul atory ceilings in effect at the time of filing, and (b) each
| ATA carrier submts, at the tine of filing and for conparativ
purposes, its SFFL base fares, proposed direct-service norna
economy fares, and the percentages by which its propose
direct-service nornal econony fares differ from the SFFL bas
levels for each market for which it files revised direct-servic
nor mal econony fares:

OO —0

Docket | ATA
OST- 96- 1631 No Title
Application
R1 005m TC12 North  Atlantic Speci al 1/2

| npl ement ati on Provi si ons between USA
and Europe (Except Austria, Bel gium
Cermany, Net herl ands, Scandi navi a,

Swi t zer | and)
Docket | ATA
OST- 96- 1631 No Title
Application
R 2 00la TC12 North  Atlantic Speci al 1/2

Applicability Resolution between USA
and Europe (Except Austria, Bel gium
Cermany, Net herl ands, Scandi navi a,
Swi t zer | and)

R3 002 TC12 North  Atlantic Standard 1/2
Reval i dati ng/ Amendi ng Resol uti on,
USA- Eur ope (Except Austria, Bel gium
Cermany, Net herl ands, Scandi navi a,
Swi t zer | and)

R4 006ss TCl2 North Atlantic Conditions of 1/ 2

Servi ce between USA and Europe (As per
Resol uti on 002 above)

R5 012a TC12 North Atlantic d ossary of Terns 1/2
USA- Eur ope
R 6 015h TC12 North  Atlantic, USA Add-on 1/2

Amount s bet ween USA and WK

R 7 015n TCl2 and T Cl123 North Atlantic, USA 1/ 2
Add- on Anounts



R8 015v TC12 North  Atlantic Add-on Anounts 1/2
(except in USA) USA- Europe

R9 044ss TC12 North  Atlantic Internedi ate 1/2
A ass Fares between USA and Europe
(As per Resolution 002 above)

R 10 054s TC12 North  Atlantic Concorde Fares 1/2
bet ween USA and Europe (As per
Resol uti on 002 above)

R 11 054ss TC12 North  Atlantic First dass 1/2
Fares between USA and Europe (As per
Resol uti on 002 above)

R 12 064ss TC12 North  Atl antic Econony d ass 1/2
Fares between USA and Eur ope

R 13 072ss TC12 North  Atl antic Excursion Fares 1/2
from Europe to USA

R 14 072xx TC12 North  Atl antic Excursion Fares 1/2
from USA to Europe

R 15 073gqg TC12 North  Atlantic Advance Purchase 1/2
Excursion Fares from USA to Europe

Docket | ATA
OST-96- 1631 No Title
Application

R 16 O75LL TC12 North  Atlantic Special Advance 1/2
Pur chase Excursion Fares from USA
to Europe

R 17 075ss TC12 North  Atl antic Advance Purchase 1/2
Excursi on Fares from Europe to USA

R 18 077kk TC12 North  Atlantic Special Advance 1/2
Pur chase Excursion Fares from USA
to Europe

R 19 077ss TC12 North  Atl antic Special Advance 1/2
Pur chase Excursion Fares from Europe
to USA

R 20 077zz TC12 North  Atlantic Special Advance 1/2
Pur chase Excursion Fares from United
Ki ngdomto USA

R 21 078jj TC12 North  Atlantic Special Excursion 1/2



(PEX) Fares from USA to Europe

R 22 078ss TC12 North  Atlantic Special Excursion 1/2
(PEX) Fares from Europe to USA

R 23 078zz TC12 North  Atlantic Super PEX Fares 1/2
fromltaly, Portugal, Spain, Turkey
to USA

R 24 081hh TC12 North  Atlantic IIT Fares from 1/2
USA to Hungary, Morocco, Portugal
Spai n

R 25 081ss TC12 North  Atlantic IIT Fares from 1/2
Eur ope to USA

R 26 088gg TC12 North  Atlantic Incentive G oup 1/2
Fares from USA to Europe

R 27 088ss TC12 North  Atlantic Incentive G oup 1/2
Fares fromPortugal, Spain to USA

R 28 090ss TC12 North  Atlantic Mlitary Fares 1/2
bet ween USA and Eur ope

R 29 092ss TC12 North  Atlantic Youth Fares 1/2
from Europe to USA

R 30 092zz TC12 North  Atlantic Youth Fares 1/2
from USA to Europe

Docket | ATA
OST- 96- 1631 No Title
Application
R 31 210ss TC12 North  Atlantic Charge for PTA 1/2

Servi ces between USA and Europe
(As per Resolution 002 above)

| ATA
Docket Reso Title Appl ication
OST-96- 1877 015n TCl2/ TC123 North Atlantic, USA Add- 1/2;1/2/3
on Anounts (Anmendi ng)

2. These agreenents are products of the IATA tariff conferenc e
machinery, which the Departnment found to be anticonpetitive bu t
nevert hel ess approved on foreign policy grounds by O der 85-5-32,

May 6, 1985. The Department found that inportant transportatio n
needs were not obtai nabl e by reasonably available alternativ e neans
having materially less anticonpetitive effects. Antitrust i muni ty
was autonmatically conferred upon these conferences because, where



an anticonpetitive agreenent is approved in order to attain other
obj ectives, the conferral of a ntitrust immunity is nandatory under
Title 49 of the United States Code.

O der 85-5-32 contenplates that the products of the fare and rate
conferences will be subject to individual scrutiny and will be
approved, provided they are of a kind specifically sanctioned by
Order 85-5-32 and are not adverse to the public interest or i n
violation of the Code. As with the underlying |ATA conferenc e
machi nery, upon approval of a conference agreenent, imunity fo r
that agreenent nust be conferr ed under the Code. Consequently, we
wll grant antitrust immunity to the agreenents in Dockets CST-96-
1632 and OST-96-1877 as set forth in finding paragraph 1 above :
subj ect, wherever applicable, to conditions previously inposed or

i nposed therein.

ACCORDI NALY,
V¢ approve and grant antitrust imunity to the agreenents co nt ai ned
in Dockets OBT-96-1631 and OST-96-1877, as set forth in findin g
paragraph one above, subject, where applicable, to condition S
previously inposed or inposed therein.
By:

CHARLES A. HUNNI CUTT

Assistant Secretary for Aviation
and International Affairs

( SEAL)



