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Deregulation of Domestic Airline Business in Japan

)

market access

d

Al

fares and charges

_

Enactment of Civil Aeronautics Law (1952)

License System on the route basis for supply-demand
adjustment

e Strategic route assignment to 3 major airlines(1970)

|| Approval System

e Cost based fare setting

company basis mainly based on
the satisfaction of safety
standards

Slot allocation of congested airports to be reviewed
every 5 year from the viewpoint of promoting

") ; ) : . Fares are established so that total revenues could
@ JAL._Internatl_onaI & Domestic(Major Routes only) meet the total cost including a moderate profit,
ANA: Domestic (Major & Local Routes) . . .

o ) . provided sound business management practices
g JAS: Domestic (Local Routes only) are followed
= e Abolishment of route assignment system and promotion of
c? double/triple tracking(1986) e Partial introduction of submission
@ system(1994)
«Q (lowering the standard for double/triple tracking step-by-step) Introduction of submission system for
g% promotional fares with up to 50% discount
et e Abolishment of the standard for double/triple tracking(1997) w '
g 1998: Deregulation has made new entry to Japanese domestic airline business = “Zone Approval System” (1996)

possible for the first time in the past 35 years Airline are allowed to freely set price between

= Skymark Airlines(Haneda=Fukouka), AirDo(Haneda=Sapporo) the pre-calculated “Standard Cost” and 25%

discount form it.
Drastic amendment of Civil Aeronautics Law (2000)
Permission system on the company basis || || Submission System
o 4 entry ™ route setting and scheduling ]\ A Submission Svet
% « No supply-demand « Advance Submission System vance submission sys gm |
o adjustment Route, frequency and schedule to be decided at Fare and charge to be set at the discretion of
- . the discretion of airlines, in principle. airlines, in principle.
@ e Permission on the A | ired wh .
S company basis * Approval required when using o M )
= mparty congested airports Minister's Order
Permission to be rendered on the .

3 Minister of Land, Infrastructure and Transport

may order to change inappropriate and unfair
fares and charges

S competition and enhancing networks
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Approval for scheduled flights to/from congested airports
(Civil Aeronautics Law - Article 107-3)

] = Slot allocation

- Approval of scheduled flights

ppa.c

Approval for
scheduled flights
to/from congested
airports

congested airports

[ Designation of

Five-year term
for the
approval

Haneda, Narita, Itami, Kansai

[ )

Congested airports: Airports
that manifests congestion
that necessitate take-off and
landing restrictions from

safety concerns.
\> y

e Criteria for the approval
O Safety of the aircraft operation

~N

O Enhanced consumer benefit through competitive forces and diversity of networks

kC)Consideration of existing services of airlines at the congested airports
\ J




( Competitive Forces )

Oln order to promote competition, new entrants are given priority in
slot allocation at Haneda Airport, Tokyo’s domestic hub airport.
- Priority given when additional landing slots are made available
- Some slots are withdrawn from the incumbents and re-allocated to
new entrants when five-year duration period of the approval ends.

New Entrants since 1998 f=[ Change in slot allocation at Haneda Airport }

(Haneda routes as of June 1, February 1,2000 | | June1,2007 |
2007) Sapporo % Memaﬁﬁetsu

S /.
. New entrants

6(1.9%) New entrants

,' JAL
,:_ ‘\ !‘J‘ /,,f
i Ay 74 i 144
Nagasa Qv L ANA 45 6%)
: 95 JJAS ANA\ (383
< ! (30.1%)
R Kumamoto
Fe<_ _»/ ——SKY(since 1998.7)

Naha~~~ ——ADO(since 1998.10)

——SNAC(si 2002.5) H . H .
 eFuU(sinee 2006.0) [Total landing slots:316] [Total landing slots:397]

\ ----GXY(since 2006.9) )] \_

12
(18.1%)

JAL
173

(43.6%)
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C Diversity of Networks )

Olncremental slot allocation is provided to airlines that contribute

{o d|Verse nat|0n—W|de networks Criteria for diversity of nation—-wide networks
. _ . . . (DContribution to network diversity

'Appralsal Of hIStO“C Operatlon IS Increase in low—density routes in past five years
reerCtEd to SIOt al Iocatlon tO Increase in airports with over—night aircraft stay
Incumbent CarrlerS @Contribution to accessibility to local airports.

. . . . Percentage of non—trunk routes at Haneda airports
- Criteria for appraisal includes exceeds 50%
diversity of nation-wide networks | [Tt et e e e e

| Trunk route and non-trunk routes |

100%

90%

80% [

70% | 61.7 60.5% 2.6% 52.7% 61.9 52.7% 52.2% Non-trunk routes

60% [

50% —

40% |

30% 4|

20% |° 38.3% 39.5% B7.4% 87.3% 88.1% 87.3% 87.8%
Trunk routes

10%

0% . . . . . .
°°% FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
Trunk route: routes between Haneda, Sapporo (New-Chitose), Itami, Kansai, Fukuoka and Naha



Chronicle of Slot Allocation at Haneda Airport

)

New entry by
SKY-ADO

Allocation to

2000. 2
deregulation

2002. 10
JJ merger

12002. 10

JAL/JAS
merger case

2005. 2

Renewal of the five-year approyval

2005. 4
Five year

re-allocation

improvement

new entrants

Incumbents are allowed

to temporarily utilize un—

) Non-route Appraisal-based
Allocation to specific o JAL:12
Criteria 4 O
introduced to
promote local
routes
Historical slots Historical slots
27 6> 31 o>

JAL:22
ANA:18

Re-allocated

to
JAL:11

Incumbents
310

Incumbents
352

Incumbents
352

Incumbents
340

Incumbents
340

Incumbents

12* 10*
-
New entrants New entrants New entrants Pro-competitiox] New entrants New entrants New entrants
6* 15* 4* 12* 10* 20* 5*
New entrants> New entrants ) New entrants New entrant >, New entrants New entrants New entrants
6 21 25 37 47 67 72
Route- Route-specific Incumbents
specific 6 > 5 )|
- Retrieved
Wakkanai, Saga, Noto, Retrieved from
Ohdate-Noshiro Monbetsu from

Historical slots
32 O>

Total
316

y -

Total
373

Total
377/ |

Total
377

Total

|

387

Incumbents  \j
325 >

* Incremental slots made available

‘ Total
397

New entrants’
slots: 72

SKY:28(7.0%)
SNA:18(4.5%)
ADO:17(4.3%)
SFJ: 9(2.3%)

Incumbents’
Slots: 325

JAL:173
(43.6%)

ANA:152

(38.3%)




