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DG Hololei’s meeting with European airlines

Scene setter

You will meet representatives from the following European airlines: Lufthansa Group, SAS,
Finnair, Air France/KLM, ITA and LOT. This will be a timely opportunity to understand the
current business environment in Japan, and in particular, the opportunities and challenges
European companies’ experience. As an introduction, you can present the purpose of your
visit to Tokyo (17" EU-Japan Transport Dialogue) and your views on the EU-Japan
transport relations.

Furthermore, EU airlines’ representatives are interested in discussing the 3 following
topics:

- Slot allocation: MOVE is currently not aware of any issue faced by EU air carriers to
keep their slots in Japan. However, ANA has repeatedly requested MOVE’s support to
be granted the “justified non-use of slots exception” (JNUS) at EU airports (especially
BRU and CDG) due to the closure of Russian airspace (even a year after the war broke
out). EU national coordinators (especially BE and FR) argue that JNUS protection can
no longer be granted since airlines have had enough time to adapt to the circumstances.
MOVE considers this to be a sound argument and has supported this position. At the
same time, MLIT has informed that at the Transport Dialogue they will seek to discuss
this topic, arguing they will strive to keep the slots for EU carriers in the upcoming
summer season if the EU can reciprocate for Japan’s carriers. This might be an
indication that EU airlines could actually be facing slot issues in the short-term. This
meeting should therefore seek to clarify this issue.

- Situation and future prospects for the Japanese market: E1 will provide an overview
on the Japanese market’s current situation and future prospects in time for the meeting.

- Impact of Ukraine war on the business: an overview of the additional elapsed time
for eastbound flights between end-February and Mid-April 2022 by airline and route is
provided in the background.

Additionally, optional speaking points have been included on aviation agreements (BASA,
HA, CATA) and One-Stop Security (OSS) arrangements, which will surely be of interest to
EU airlines.

Meeting Participants:

Name | Title Organisation

Lufthansa Group (representing Lufthansa,
Swiss and Austrian Airlines)
S5AS

Finnair
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Air France/KLM

ITA

LOT

Objective(s)

¢ Inform EU business representatives about the purpose of your visit and the state of play
on the EU-Japan transport developments.

e Hear their views on business environment in Japan and note their concerns or requests
for support, including in the current geopolitical context and in relation to potential slot
issues in Japanese airports.

Key Messages

Introduction

| came to Japan to deepen the EU-Japan transport relations through our
Transport Dialogue. On Thursday 2 March, | will co-chair our 17*" such
Dialogue since 1992 with MLIT’s Vice-Minister for International
Affairs, Mr. Mizushima.

It has been 4 years since our Economic and Strategic Partnership
Agreements entered into force, and 3 and a half years since we
launched our Connectivity Partnership. All of these have created more
favourable conditions for our transport cooperation.

Our Transport Dialogue’s agenda stretches across all modes and
horizontal issues but our most salient agenda item is always air
transport. Hence the importance of meeting you today to understand
the current business environment in Japan, as well as the opportunities
and challenges European companies’ experience.

The last meeting held online in March 2021 was a success, showing that
we can engage deeper in many areas in the aviation sector, but also
strengthen our partnership at the International Civil Aviation
Organisation (ICAO).

This Thursday, for the aviation sector, we will look into developments on
sustainable alternative fuels for the aviation sector and their role in
the decarbonisation efforts. We will also exchange the Iatest
developments on drones, eVTOL, etc. and will explore where there is
interest to work together.
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e We will certainly also look at the topic of the enforcement of sanctions
following Russia’s war in Ukraine — we can come back to this in a
moment.

e Thisis already a rich agenda, but if you see any additional areas where
it would be important to work closer with Japan — | will be interested to
hear about them.

e Moreover, since the last Transport Dialogue in 2021, the EU-Japan
Bilateral Aviation Safety Agreement entered into force (30 June 2021)
and we have just signed (20 February) the EU-Japan Horizontal
Agreement. Based on these solid first steps, we will look into further
enhancing our air transport cooperation by, for example, exploring the
possibilities of negotiating a Comprehensive Air Transport
Agreement.

e We can delve into these topics later on. | will be interested to hear if and
how the recent agreements have changed — or you expect them to
change — the working environment for you.

Slot allocation (MOVE's general LTT)

e The objective of the justified non-use of slots (JNUS) exceptions is to
grant air carriers protection over their slots when it is impossible to
operate for the reasons listed in the Slot Regulation. This includes
unforeseeable and unavoidable circumstances outside the air carriers
control, leading to for example closure of an airport or airspace.

e Immediately after the closure of Russian airspace, DG MOVE
encouraged slot-coordinators to grant JNUS for directly affected flights
due to the serious disruptions caused. However, after a year the
circumstances are no longer unforeseeable and many airlines have now
found ways to ramp up operations again. Therefore, the reasoning
presented by coordinators not granting JNUS seems sound to us. It
would not be fair to keep those slots from other carriers able to operate.

Situation and future prospects for the Japanese market
(It is recommended you react to your interlocutors’ presentations)

Impact of Ukraine war on the business
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e As you know, the EU has adopted an unprecedented stream of
sanctions against Putin’s Russia covering all transport modes
(aviation, maritime and land transport).

e For air transport, our sanctions mean an export ban on parts,
technologies and equipment used for air transport, and on leasing planes
to Russia. The sanctions also prohibit Russian aircraft from entering EU
airspace, or landing in or taking off from EU airports.

e Our priority now is to enforce the sanctions packages adopted by the
Commission and to prevent any risk of avoidance or circumvention of the
sanctions. We are working closely with third countries to support us in
these efforts.

e Furthermore, Russia introduced countermeasures against the EU and
other countries that condemned its aggression on Ukraine. Most notably,
it has closed its airspace to the carriers from concerned countries, forcing
them to fly longer routes. This of course translates into longer flight times
and higher costs for you.

e According to the latest information | have (April 2022), these measures
would imply a 3h30 longer flight from Helsinki to Tokyo (Finnair) or a
1h25 longer flight from Paris to Tokyo (Air France). At the same time, |
believe Japanese carriers (ANA and JAL) are not flying over Russia
currently despite not being banned from its airspace.

e How have you been affected by these developments in terms of
competitiveness vis-a-vis Japanese carriers?

e The full impact of these countermeasures will now start to become
more apparent as Eastern Asia removes COVID-related restrictions
and traffic flows pick up.

e This is regrettable, but an unavoidable cost of the greater global effort
against Russia for its unjustified and aggressive act of international
terror.

(Additional optional speaking points)
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e Already today, the vast majority of Russian carriers are operating aircraft
with no valid certificates of airworthiness (including over 500 stolen
aircraft worth over €10billion), no effective safety supervision or access
to essential information and spare parts from the Original Equipment
Manufacturers.

e Russia has also given design/production approvals to five Russian
companies for producing counterfeit parts for Airbus & Boeing aircraft.
We are also receiving accounts of cannibalisation of the stolen aircraft
and Russian efforts to source spare parts in “friendly” countries.

e At the ICAO level, we have managed to remove Russia from the ICAO
Council and condemn it for its flagrant breaches to the Chicago
Convention. ICAO also confirmed that the operation of the stolen aircraft
in question is a breach of the Chicago Convention and on 15 June 2022
issued a “Significant Safety Concern” against the Russian Federation in
this respect.

e This proves that Russia’s aggression of Ukraine has had severe
consequences on international aviation, which can be only accounted to
Russia’s actions.

(Optional) Aviation Agreements

Allow me now to quickly revisit the existing EU-Japan aviation agreements
and outline the EU’s view on how to take our cooperation forward.

Bilateral Aviation Safety Agreement (BASA)

The entry into force on 30 June 2021 of our Agreement on Civil Aviation
Safety (BASA) was a key moment in boosting the aviation safety
cooperation between Japan and the EU.

| hear that the implementation of the agreement is working very well to
the benefit of our industries. | would appreciate to have your views on
this.

(If asked when the first Joint Committee will take place) We are in touch
with our Japanese counterparts to prepare and organise the first Joint
Committee of the Parties. As soon as the Rules of Procedure for the
Joint Committee are approved by the Council of the EU (this will still take
some more weeks) we will organise the meeting.
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Horizontal Agreement and prospective Comprehensive Air Transport Agreement
(CATA)

The recent signature (20 February) of the Horizontal Aviation
Agreement is another reason for celebration by the EU and Japan, as it
lays a second solid steppingstone towards increased cooperation in
aviation.

In our view, it is natural that we consider possible further steps in our
cooperation and on Thursday | will invite my Japanese counterparts in MLIT
to explore the possibility to move towards an EU-Japan Comprehensive
Air Transport Agreement.

We consider such comprehensive agreements as the best possible basis
for developing genuine and all-encompassing aviation relationships
with key partners. As a matter of fact, the EU has such agreements with
several key partner countries and regions, including most recently with
ASEAN with which an agreement was signed in October last year.

| will stop here and would like to invite you to share your views,
questions and suggestions for further transport cooperation with
Japan.

(Optional) One-Stop Security Arrangements

At the last EU-Japan Leaders’ Summit in May 2022, both sides committed
to accelerating the joint work towards the early establishment of One
Stop Security arrangements, which is an important mutual objective in
air transport relations.

Technical work is still ongoing and on the EU side we would like to finalise
it by the time of our next Summit, which | understand will take place in
the first half of July at the earliest.

| would therefore encourage you to express your views on the value of
establishing these OSS arrangements in your interactions with MLIT.
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Background

1. Impacts of Russian invasion of Ukraine - Additional Elapsed Time for Eastbound Flights Between end-
February and Mid-April 2022 by Airline and Route

CHANGES TO ELAPSED TIME FOR EASTBOUND FLIGHTS BETWEEN END FEBRUARY AND
MID APRIL 2022 BY AIRLINE AND ROUTE
Airline From Destination
BKK BOM DEL ICN NRT/ PVG SIN
HND
Finnair HEL +1:30 +1:50 | +2:45 | +3:30 | +3:25 | +1:45
British Airways | LHR +0:55 | +0:25 +0:25
KLM AMS | +0:05 | +0:10 | +0:10 | +1:35 - +0:05
Air France CDG +0:15 | +0:10 | +0:30 | +1:00 | +1:25
Lufthansa FRA - -0:10 - +1:15 -0:05 +0:05
Airline To Origin
AMS CDG CPH FRA MXP LHR ZRH
Singapore SIN +0:10 | +0:15 - +0:15 +0:05 | +0:10 | +0:15
Japan Airlines | HND +0:05 -
All Nippon HND - +0:40 -
Thai Airways BKK -0:15 | +0:05 - +0:05
Korean Air ICN +1:50 +1:25 +1:20 +1:30
Air India BOM +0:40
Air India DEL +0:05 +0:15 +0:30

2. Slot allocation

DG MOVE has been in contact with ANA who have requested help to be granted the” justified non-
use of slots exception” at EU airports due to the closure of Russian airspace. The table below
shows their operations pre and post Covid. It shows that for this summer they plan to operate their
full schedule to London and Frankfurt but reduce frequencies on (or abandon) other EU routes.

The BE and FR coordinator decided they will no longer protect ANA’s slots at CDG and BRU
because they argue if ANA can operate to H

commercial point of view it is und rankfurt routes
more, this is not a justification to protect slots at other EU airports thus preventing other airlines
from obtaining those slots. ANA also claims that it is dealing with crew issues, but again that’s not
a justification to protect its slots. They have had time to adapt to the circumstances as did other
airlines. ANA is the only airline that has complained.
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HBD slot operation for S23

Weekly freq.(RT) Pre-COVID At HBD After HBD S23 Plan
LHR 7 7 7 7
CDG 7 7 3 3
FRA 14 14 14 14
MUC 7 7 3 3
Dus 7 7 0 o)
BRU 7 2 2 2
VIE 7 7 0 0(**)

1. (*) No plan of any flights during S23.
2. (**) No plan of any ad-hoc flights, at this moment, during S23 although we always seek an
opportunity. Itis still under process what ANA can plan, at this moment. for W23 or beyond.

3. Bilateral Air Safety Agreement

The EU-Japan agreement on civil aviation safety (BASA) was signed in Brussels on 22 June 2020
and entered into force on 30 June 2021. EASA and their counterpart JCAB (under MLIT) are closely
working together on the implementation of the BASA, which, at present, covers airworthiness and
environmental certification.

DG MOVE E4 is in close contact with the Mission of Japan in Brussels to prepare and organise the
first Joint Committee of the Parties under the BASA. During 2022 we agreed on the Rules of
Procedure for the Joint Committee, which should be signed at the first meeting of the JC.

On our side, these Rules of Procedure for the Joint Committee, still need to be adopted by the
Council. This procedure is ongoing. As soon as the Council has adopted the Rules of Procedure,
we would be ready for the Joint Committee. We therefore agreed with the Mission of Japan in
Brussels that we would organise the Joint Committee once the RoP are approved on our side.
Currently it is difficult to say precisely when the adoption process will be completed, but we estimate
that this will happen in March or April.

4. EU-Japan Horizontal Agreement

Leaders agreed at the EU-Japan summit of 2019 to finalise the BASA and start negotiations on a Horizontal
Agreement (HA). The HA has been negotiated over the last four years and at the EU-Japan summit of spring
2022 an agreement of principle was reached. Final agreement was reached on 21 September 2022 when
the HA was initialled by both sides. In parallel to the HA, the parties signed a Record of Consultations,



according to which Japan must solve fuel taxation and competition issues on a bilateral basis with Member
States. The EU-Japan HA has been signed on 20 February 2023 (to be confirmed).

background information on CATAs

Comprehensive Air Transport Agreements (CATAs) aim at increasing connectivity and economic
development among third countries and the EU. Under such agreements, airlines of third countries and the
EU have greater opportunities to operate passenger and cargo services between and beyond the parties’

territories.

CATAs increase air connectivity between third countries and Europe and open new growth opportunities
for the aviation industry in both parties. However, CATAs go far beyond mere traffic rights and aim
to establish true aviation partnerships encompassing cooperation in all areas of aviation.

CATAs reflect the latest policy thinking in air transport regulation, including robust fair competition
provisions, and doing business issues. More importantly, they provide a foundation for closer cooperation
between the third country concerned and the EU in areas such as aviation safety, air traffic management,

consumer protection, and environmental and social matters.

The ASEAN-EU CATA is the most recent such agreement and was signed in October 2022. It is the world’s
first bloc-to-bloc air transport agreement and will bolster connectivity and economic development among
the 37 member states of ASEAN and the EU.

6. One-stop aviation security arrangement

DG MOVE and MLIT launched discussions on a possible one-stop aviation security arrangement
(OSS) on 23 September 2019. OSS means that security controls undertaken at the point of origin
of the flight are recognized as equivalent measures and thus no further security controls are
required at transfer points provided that the integrity of those security controls is protected along
the path of air travel. The two sides recognized that OSS could deliver major benefits for
passengers, businesses, air carriers and airport operators in terms of greater convenience and
speed, operational simplicity and cost savings, whilst maintaining a high level of aviation security.

_ B




In 2018, DG MOVE commissioned a study to analyse economic and other benefits in the scope of existing
One-Stop Security arrangements between the EU and the United States of America, the EU and Canada, the
EU and Montenegro and the EU and Singapore. Data stemming from the study indicates that realised
savings from the current One-Stop market at EU/EAA airports (based on top 20 EU airports) represent some
340 million euros annually, benefitting some 70 million passengers.

Contact:

Visa:
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