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This coricise financial report is an extract from the full financial report for the year ended 30 June 2008, The financial
statements and specific disclosures included in the concise financiat report have been derived from the full financial report.
This coricise financial report is presented in the Australian currency.

Hight Centre Limited is a company limited by shares, incorporated and domiciled in Austrafia. s registered office and
principal place of business is:

Ffight Centre Limited
318 Adelaide Stresat
BRISBANE QLD 4000

The coricise finarnicial report cannot be expected o provide as full an understanding of the finarncial performance, financiat
position and financing and investing activities of Flight Centre Limited and its subsidiaries as the full financial report. Further
financiat information can be obtained from the full financiat report.

The coricise finanicial report was authorised for issue by the directors on 31 August 2006.



For the year ended 30 June 2006
{Previous corresponding period: Year ended 30 June 2005)

Reszults for Announcement to the Market

30 June 2006
$'000

Revenue from ordinary activities
fAppendix 4E item 2.1) up 11% to 998,879
Profit / {loss) from ordinary activities after tax
attributable to members
fAppendix 4F item 2.2} up 4% to 79,810
Net profit / (loss) for the period attributable to members
fAppendix 4F item 2.3} up 4% to 79,810
Dividends / distributions Amourt per security Franked amount per security
fAppendix 4F item 2.4}
Final dividend 32.6 cents 32.0 cents
interim dividend 20.6 cents 20.0 cents
Record date for determining entitlements to the interim dividend [22 September 2006

A STRONGER second half performance has helped Flight Centre Limnited record a $120.0million pre tax profit for 2005/08, a 4%

improvement on 2004/05.

After baing 4% down {at $45.8 million} al December 31, the company’s pre tax profit for the six months to June 30 was §70.2
mifion, 10% higher than the second half of 2004/05.

After tax, profit for the full year was $79.9million, a 4% increase.

Sales continued to grow, with total transaction value increasing 13.6% o $7.8 billion and revenue increasing 11.6% fo $1 billion.

This slower revenue growth reflects airlines’ increased application of zero margin surcharges.

Capital expenditure was $36.1 million.

Earnings per share increased 4% 1o 84.6 cents.

The company’s directors have declarad a fully franked final dividend of 32 cenis per share, payable on October 13 to sharsholders

registered on September 22, This follows an interim dividend of 20 cents per share.

Review of Operations

While the Australian leisure business was again Flight Centre Limited's largest profit generator, ifs results were disappeointing and its
performance overshadowead by other businesses in 2005/06.

The company expects its leisure businesses in Australia and overseas to remain an impaortant contributor to both its brand and

profits, but also sees s growing diversity as ane of is future strengths.

Flight Centre Limited is now more than just an Australian-based leisure travel specialist, as reflected in is corporate travel growth

overseas.



In just two years, the company has expanded the FCm network to more than 50 countries and secured both equity and strong local
partnerships in the wordd's emerging new business economy known as BRIC - Brazil, Russia, India and China.

Given this strong growth, Flight Centre Limited anticipates FCm Travel Solutions will account for at least half of the company’s
overall profit within five years.

Australia

The company recorded reasonable “front-end” leisure results in Australia, but overall results and its ability to achieve over-ride
targets were affected by increases in zero margin surcharges applied by aiflines. Enhancements included the introduction of an
nnovative new Shop of the Future design and the launch of the company's first franchise modet {Escape Travel).

Criline operations continued o grow. Flight Centre Hotels was launched and quickbeds.com was expanded. flightcentre.com was

again judged Australia’s number one travel agency website by visits (Source: Hitwise) for 2005.

The corporate business recorded good profit and sales growth.

Cverseas

Key contributors to the company's results included:

s+ FCm Travel Solutions globally

+  South Africa, where leisure and corporate profits increased significantly from a relatively small base

= North America, with increased corporate travel profit, Canada’s leisure business returning o profit in the second half after three
years of losses and slightly reduced USA leisure losses

+ India, whera returns from the company's 2005 acquisition exceeded expediations

+ The reduction of some global costs that were significant in the previous two years

Elsewhere, the company's UK operation recorded disappointing profit growth. There was, however, significant investment in the
leisure business with 17 naw shops opening. Flight Cantre Limitad will {arget greater future profit growth in both corporate and
leisure trave! in this market.

Resuilts in New Zesaland were below expectations, with margin under pressurs from a monopoly home carrier. This has created
profitability concerns in the corporate business, but there is a realistic retail turnaround opportunity.

In the United States, comorate rasults were again strong and losses from leisure travel operations reduced slightly, with the three
Chicago shops displaying good prospects.
The company's LA retail strategy will be reviewed.



2008/07 Strategies and Outlook
Flight Centre Limited has identified six key issues for the year ahead. Strategies that are in place fo address these issues and drive
fulure growth are outlined below.

ISSUE KEY STRATEGIES

Growth Continued expansion in leisure, wholesale {Infinity Holidays) and corporate,

mainly outside Australia
Any acquisitions in both leisure and corporate likely to be small, profitable
businasses with niche product or services.

Gross Marging Ongsing push for surchargss 1o be included in margin slowly gaining
momentum — Emirates and Jdetstar now “fuel inclusive”, other carriers
expected to tollow suit

Promaotion of airline and land-based products that offer reasonable margin

Online Further enhancements required to improve informational and transactionat
capabilities to leisure and corporate websites and technology platform

People Focus on attracting and retaining the right people

Career devealopment programs in place, in-house univarsity program and
{texible workplace arrangements introducad — job-share, part-time and
work-from-home opportunities

Caosts Ongoing cost reduction
Cost increases inevitable in frontline businesses, so further head office
overhead reductions necessary

Customer Experience Specific and targeted custorner initiatives underway, focusing on service,
improving response times and in-store experience

There are some significant current and future challenges, mainly related to airfare margins and supplier disintermediation facititated
by the internet, but the company’s fundamentais remain sound.

Sales continue o grow, the company maintains a healthy balance sheet and continues 1o develop and enhance a comprehensive
sales network that already includes:

. Flight Centre, one of Australia’s most valuable and successiul brands

. One of the world's fastest-growing corporate networks in FCm Travet Solutions

. A stable of increasingly popular global travel websies such as tlighteantre.com, quickbeds.com and femtravel.com, plus
Australian sites escapetravel.com.au and studentflights.com.au

Building from these sound foundations, Flight Centre Limited will again target double-digit TTV growth globally in 2006/07.

With its focus on cost reduction and overall business improvement, the company's goal is to bring profit growth closer into line with
this TTV growth.



Flight Centre Limited
Income statement

30 June 2006
Consolidated
2008 2005
Notas $'000 $000

Hevenue from continuing operations
Revenue fram the sale of travel services 2 973,711 871,108
Other revenue from ordinary activities 2 24,968 25570
Total for Revenue from continuing operations 998,679 896,678
Other income 4,057 1,836
Selling Expenses {761,871) {691,613}
Administration/support expenseas {105,457) {75,348}
Finance costs {15,143) {15,648}
Share of 1oss of joint veriiure accountad for using the equity method 5 (463) {314}
Protit before income tax expense 120,002 115,581
ncomae tax axpense {40.092) {38,732}
Profit attributable to members of Flight Centre Limited 79,910 76.859

Cents Cents
Earnings per share for profit from continuing operations, and earnings per
share for profit atiributable to the ordinary equity holders of the company:
Basic earnings per share 10 84.6 81.4
Dituted eamings per share 10 84.5 Bt.4

The above income statement should be read in conjunction with the accompanying nofes.



Flight Centre Limited
Balance sheet

30 June 2006
Consolidated
2008 2005
Notes %$'000 F000
ASSETS
Current assets
Cash and cash squivalenis 4 274,188 239,804
Available-for-sale financial assets 204,831 -
Reaceivables 244 987 211,200
Cther financial assets - 192,738
Current tax receivables 5,596 -
Assets of disposal group classified as held for sale 12,179 -
Total current assets 741,781 643,542
Non-surrent asgets
Property, plard and eguipment 78,486 81,239
ntangible assets 106,086 185,671
Deterred tax assets 12,206 18,751
nvestments accounted for using the equity methoed 2.248 2750
Total non-current assets 289.026 276411
Total agsets 1,030,807 319,853
LIABILITIES
Current Habilities
Payables 499,824 460,653
Horrowings 43,862 37,795
Provisions 3,401 3,118
Current fax liabilities 2.533 3.144
Total current labilities 549.420 504,708
Non-surrent liabilities
Payables 34,682 17,844
Horrowings 27,000 15,000
Deterred tax labilities 378 1025
Provisions 8.442 B8.723
Total non-current liabilities 70,502 42 598
Total liabilities 610,022 547,304
Net assets 410,885 372,849
EQUITY
Contributed equity 260,715 260,802
Reserves (7,769) {11,373}
Retained profits 6 157.939 123,420
Total equity 410 885 372,649

The above balance sheel should be read in conjunction with the accompanying notes.



Total equity at the beginning of the financial year
Adjustment on adoption of AASB 132 and AASE 138, net of tax, to reserves
Hestated tolal equity at the beginning of the financial year

Changes in the fair value of available-for-sale financlal assets, net of tax
Net exchange differences on translation of foreign operations

Net income recognised directly in equity

Profit for the year

Total recognised income and expense for the year

Transactions with equity holders in their capacity as squily hoiders:
Dividends provided for or paid

Employee share options exercised

Employee share plan — shares issued

Employee share options

Tax effect of previocus share issues

Total equity at the end of the financial year

Flight Centre Limited
Statement of changes in equity

30 June 2008
Consolidated
20086 2005
Notas $'000 $000
372.849 400,467
28 (363) -
372,286 400,467
547 .
3.003 {11.430}
3,550 {11,430}
79,910 76.859
83.460 65,429
3 {45,391) {97,264}
- 3,164
- 882
416 57
114 114
{44.861) {93.247}
410,885 372.649

The above statement of changes in equity should be read in conjunction with the accompanying nofes.



Flight Centre Limited
Cash flow statement

30 June 2006
Consolidated
2008 2005
Notas $'000 $000

Cash flows from operating activities
Receipts from customers {including GST) 1,021,427 885,005
Paymaernts to suppliers and smployees {including GST) {862.853) {736.025)

158,574 148,980
interest received 24078 24,891
interest paid {16,982) {16,059}
income faxes paid {42.696) {40216}
Net cash {outflow) inflow from operating activities 122,974 117.596
Cash flows from investing activities
Payment tor purchase of businesses, net of cash acquired {18,965) {22,727}
Payments for property, plant and squipment {22,827 {31,840}
Payments for infangibles {13,228) {19,425}
FPayments for investments {75,002) {44,941}
Froceeds from sale of investments 63,171 94 427
Proceeds from sale of property, plant and equipment 4,354 1,536
Net sash {outflow) inflow from investing activities {62.497) {22970}
Cash flows from financing activities
Proceeds from issues of shares and other traded securities - 3.846
Proceeds from borrowings 12,000 53,558
Repayment of borrowings (5,600) {57,552}
Dividends paid to company's sharsholders 3 {45,391) {97,264}
Repayment of lease liabilities - {21)
Net cash inflow {outflow) from financing activities {38,991) {97,433}
Net increase (decrease) in cash held 21,486 {2.807}
Cash and cash equivalents at the beginning of the financial year 238,728 240,296
Effects of exchange rate changes on cash and cash equivalenis 1.629 1.239
Cash and cash equivalents at end of year 4 261.843 238,728

Financing arrangements
The above cash flow statemnents should be read in conjunction with the
accompanying nofes.

1 Summary of significant accounting policies

The principal accounting poficies adopied in the preparation of the financial report are set out below. These policies have
been consistently applied 1o all the years presented, unless otherwise stated. The financial repor includes separate
financial statements for Flight Centre Limited as an individual entity and the consolidated entity consisting of Flight Centre
Limited and its subsidiaries.

{a) Basis of preparation

This ganeral purpose financial report has been prepared in accordance with Australian squivalents to International Financial
Reporting Standards {(AIFRSs), other authoritative pronouncements of the Australian Accounting Standards Board, Urgent
issues Group Interpretations and the Corporations Act 2001,

Staternent of Compliance

This is the first financial report prepared based upon AIFRS and the comparatives for the year ended 30 June 2005 have
been restated accordingly. AASB 1 First-time Adoption of Austrafian Equivalents to Infernational Financial Reporting
Standards has been applied in preparing these financial statements.



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Sumimary of significant accounting policies {(continued)

Financial statements of Flight Centre Limited untit 30 June 2005 had been prepared in accordance with previous Australian
Generally Accepted Accounting Principles {AGAAP). AGAAP differs in cerlain respects from AIFRS. When preparing Flight
Cenire Limited 2006 tinancial staternents, management has amended certain accounting, valuation and consolidation
methads applied in the AGAAP financial statements to comply with AIFRS. With the exception of financial instruments, the
eomparative figuras in respect of 2005 were restated to reflect these adjustments. The Group has taken the exemption
available under AASB 1 to only apply AASE 132 and AASB 138 from 1 July 2005.

Historical cost converntion

These financial statements have been prepared under the historical cost convention, as modified by the revaluation of
available-for-sale financial assets, and financial assets and liabilities {including derivative instruments} at fair value through
profit or loss.

{b) Principles of consolidation

G} Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Flight Centre Limited
{"company"” or "parent entity"} as at 30 June 2006 and the resulls of all subsidiaries for the year then ended. Flight Centre
Limited and its subsidiaries together are referred to in this tinancial report as the group or the consclidated entity.

Subsidiaries are all those entities over which the group has the power to govern the financial and operafing policies,
generally accompanying a shareholding of more than one-halt of the voting rights. The existence and effect of potential
voting rights that are currently exercisable or convertible are considered when assessing whether the group controls another
entity.

Subsidiaries are fully consolidated from the date on which conlrol is transferred to the group. They are de-consolidated from
the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the group (refer to note 1{gh.

intercompany transactions, balances and unrealised gains on iransactions between group companias are efiminated.
Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset transterred.
Accounting policies of subsidiaries have been changed where necessary o ensure consistency with the policies adopted by
the group.

Investments in subsidiaries are accounted for at cost in the individual financial statements of Flight Centre Limited.

fif]  Joint ventures

nterests in joint venture entities are accounted for in the consolidated financlal staternents using the equity method and are
carried at cost by the parert entity. Under the equity method, the share of the profits or losses of the joint venture entity is
recognised in the income statement, and the share of movements in reserves is recognised in reserves in the balance sheet.
Details relating to the joint venture are set cut innole 5.

{c) Foreign currency transiation

it Functional and preseniation currency

Herns included in the tinancial staternents of each of the Group's entities are measured using the currency of the primary
economic environment in which the entity operates {'the functional currency'l. The consolidated tinancial statements are
presented in Australian doltars, which is Flight Centre Limited's functional and presentation currency.

i Transactions and balances

Foreign currency transactions are transtated into the functional currency using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the setilernent of such transactions and from the
transiation at year-end exchange rates of monstary assets and liabilities denominated in foreign currencies are recognised in
the income statement, except when deferred in equity as qualifying cash How hedges and qualifying net investment hedges.

il Foreign operations
The results and financial position of all the foreign operations that have a functional currency different from the presentation
currency are transiated into the presentation currency as follows:



Flight Centre Limited
Notes to the preliminary consolidated financial statements

30 June 2006
{continued}
1 Summary of significant accounting policies (continued)
. assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance
sheet;
. income and expenses for each income staternent are translated at average exchange rates; and
. all resulting exchange differences are recognised as a separate component of equity.

Exchange differences arising from the transiation of any net investment in foreign operations, and of borrowings and other
currency instruments dasignated as hedges of such investmentis, are {aken o shareholders’ equity. When a foraign
aperation is sold or borrowings repaid, a proportionate share of such exchange differences are recognised in the income
statement as part of the gain or loss on sale.

Goodwill and fair value adjustrnents arising on the acquisition of foreign operations are treated as assets and liabilities of the
farsign operations and translated at the closing rate.

{d) Revenue recognition

Revenue is measured at the fair value of the consideration recaived or receivable. Revenue is recognised for the major
business activities as follows:

i  Aevenue from travel services
Revenue from the sale of travel services is recorded at the time of issuing travel documents.

(i) Total Transaction Value

Total Transaction Value {TTV) does not represent revenue in accordance with AIFRS. TTV represents the price at which

travel products and services have beon sold across the group's vatious operations as agent for various aidines and other
service providers, plus revenue from other sources. Flight Centre's reverniue is, therefors, derived from TTV. TTV is stated
net of GST payable.

{ili] Lease income
Lease income from operaling loases is recognised as incorne on a straight line basis over the lease term.

{iv] Inferest income

interest income is recognised on a time proportion basis using the effective interest method. When a receivable is irmpaired,
the Group reduces ihe carrying amount o is recoverable amount, being the estimated future cash flow discounted at the
ariginal stfective interest rate of the instrument, and continues unwinding the discourt as interest income. Interest income on
impaired loans is recognised using the ofginal effective interest rate.

{e) Income tax

The income tax expense of revenue for the period is the fax payable on the current period's taxable income hased on the
nationat income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable fo
temporary differences between the tax bases of assets and liabilities and their canying amounts in the financial statements,
and to unused tax losses.

Deferred tax assets and labilities are recognised for temporary differences at the tax rales expected to apply when the
assets are recovered or liabilities are settled, based on those fax rates which are enacted or substantively enacted for each
jurisdiction. The relevant tax rales are applied to the cumulative amounts of deductible and taxable termmporary differances to
measure the deterred tax asset or liability. An exception is made for certain termporary ditferences arising from the initial
recogrition of an asset or a liability. No defarred tax asset or liability is recognised in ralation to these temporary ditferences
if they arose in a transaction, other than a business combination, that at the time of the fransaction did not affect sither
accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax lossas only if it is probable that
future taxable amounts will be available to ulilise those temporary differences and losses.

Deterred tax liabilities and assets are not recognised for temporary differences between the canying amount and tax bases
of investments in controlled entities where the parent entily is able o control the timing of the reversat of the temporary
differences and it is probable that the differences will not reverse in the foraseeable future.

Current and deferred tax balances attributable to amounts recognised directly in equity are alse recognised directly in equity.



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Summary of significant accounting policies {(continued)

Tax eonsolidation legisiation
Flight Centre Limnited and its wholly owned Australian controlled entities implemnented the tax conselidation legistation as of 1
July 2003.

The head entity, Flight Centre Limited, and the condrolled entities in the tax conselidated group continue to account for their
own current and delerred tax amourtts. These tax amounis are measured as if each entity in the tax consolidated group
continues to be a stand alone taxpayer in its own right.

in addition 1o its own current and deferred tax amounts, Flight Centre Limited also recognises the current tax liabilities {or
assets) and the deferred tax assels arising from unused tax losses and unused tax credits assumed from conirolied entities
in the tax consolidated group.

Assets or liabilities arising under tax funding agreemsents with the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the group.

{f) Leases

L eases of property, plant and equipment where the group has substantially all the risks and rewards of ownership are
classified as finance leases. Finance loases are capitalised at the leass’s inceplion at the lower of the fair value of the
leased properiy and the present value of the minimum lease payments. The corresponding rental ebligations, net of finance
charges, are included in other long term payables. Interest slement of the linance cost is charged 1o the income statement
over the lease period 80 as to produce a constant periodic rate of interest on the remaining batance of the liability for each
perod.

All leases have a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor} are charged to
the income statement on a straight-line basis over the period of the leass.

{g) Acquisition of assets

The purchase method of accounting is used to accourt for all business combinations, including business combinations
invalving entities or businesses under common control, regardless of whether equity instruments or olher assets are
acquired. Cost is measured as the fair value of the assets given, shares issued or iabilities incurred or assumed at the
date of exchange plus costs directly attributable 1o the acquisition. Where equity instrurnents are issued in an acquisition,
the fair value of the instrumenis is their fair value as at the acquisition date. Transaction costs arising on the issue of squity
instrurnents are recognised directly in equily.

Identifiable assets acquired and liabiliies and contingent liabilities assumed in a business combination are measurad
initialty at their fair values at the acquisition date. The excess of the cost of acquisition over the fair value of the group's
share of the identifiable net assets acquired is recorded as goodwill.

Where setilernent of any part of cash consideration is deferrad, the amounis payable in the future are discountad to their
present value as at the date of exchange. The discount rate used is the entily’s incrementat borrowing rate, being the rate
at which a similar borrowing could be obtained from an independent financier under comparable terms and conditions.

{h) Empairment of assets

Assets that have an indefinite usetul fife, such as goodwill, are not subject to amortisation and are tested annually for
impairment or rore frequently if svenis or changes in circurnstances indicate that they might be impaired.

Assets that are subject to amortisation are reviewed for impairment when there is any indication that an asset may be
impaired. Where an indicator of impairment exists, the group makes a formal estimate of recoverable amount. Where the
carrying amount of an asset excesds ifs recoverable amount the asset is considered impaired and is written down to its
recoverable amount.

Recoverable amount is the greater of the asset's fair value less costs to sell and value in use. Recoverable amount is
dstermined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case, the recoverable amount is determined for the cash generating unit to
which the asset belongs. In determining cash generating units assets are groupad at the lowest levels for which there are
separately identifiable cash flows.

in assessing value in use, the estimated {uture cash Hlows are discounted to their present value using a pre tax discount rate
that reflects current market assessments of the ime value of money and the risks specific to the asset.

10 -



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Summary of significant accounting policies {(continued)

(i) Trade receivables

Trade receivables, which generally have a term of not greater than 90 days are recognised initially at {air value and
subsequently measured at amortised cost less an allowance for doubiful debts. An estimate for doubiful debts is made when
there is objective evidence that the full amount is no longer probable of being collected. Bad debts are written off when
identified.

Trade recsivables relating o volume incentives are recognised at the amount receivable when it is probable annual targets
witt be achieved.

() [Investments and other financial assets

From 1 July 2004 to 30 June 2005

The company has taken the exemption available under AASB 1 to apply AASE 132 and AASE 139 only from 1 July 2005.
The Group has applied previous AGAAP to the comparative information on financial instruments within the scope of AASB
132 and AASB 139.

Under previous AGAAP, interests in listed and unilisted securities, other than associates, are brought to account at cost and
dividend income is recognised in the income statement when receivable.

Adjustments on transition date: 1 July 20605

The nature of the main adjustments to make this information comply with AASE 132 and AASB 138 is that {air value is the
measuremnent basis. Changes in fair value are either taken to the income statement or an equily reserve. At the date of
trapsition (1 July 2005) changes to carrying amounts are taken 1o retained earnings or reserves.

For further information concerming the adjustments on transition date reference should be made to the following notes:

. Avaitable-for-sale financial assets
. Other financial assets
» Reserves and retained profits

From 1 July 2005
investments in securities are classified as available-for-sale and are initially recognised on trade date at fair value plus
transaction costs. After initial recognition, investments classified as available for sale, are measured at falr value.

Gains or losses arising from changes in the {air value of available for sale investiments are recognised as a separate
component of equity untit the investment is sold, collected or otherwise disposed of, or undil the investment is determined to
be impaired, at which time the cumulative gain or loss previously reported in equity is included in the income statement.

(k) Derivatives

The group uses derivative financial instruments such as foreign exchange contracts 1o hedge its risks gssociated with
fareign currency fluctuations. Such derivative financial instrurnents are stated at fair value. The fair value of forward
exchange contracts is calculated by reference to current forward exchange rates for contracts with similar maturity profiles.
The method of recognising the resulting gain or Ioss depends on whether the derivative is designated as an offective
hedging instrument, and if 8o, the pature of the itam being hedged. The group designates certain derivatives as either; {1}
hedges of the tair value of recognised assets or liabilities or a firm commitment {fair value hedge}; or {2} hedges of highly
probable forecast transactions {cash flow hedges).

{if  Fair value hedge
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the income
statement, together with any changes in the fair value of the hedged asset or liability that are atiributable to the hadged risk.

() Cash How hedge

The effective portion of changes in the fair value of derivatives that are designated and quality as ¢cash flow hedges is
recognised in equity in the hedging reserve. The gain or loss relating to the ineffective portion is recognised immaediately in
the income statement.

Amounis accumulated in equity are recycled in the income statement in the periods when the hedged item will affect profit or
lass tfor instance when the forecast sale that is hedged fakes place). However, when the foracast ransaction that is hedged
results in the recognition of a non-financial asset or a non-tfinancial liability, the gains and losses praeviously deferred in eguity
are transierred from equity and included in the measurement of the initial cost or carrying amount of the asset or liability.

When a hedging instrurnent expires or is sold or terminaled, or when a hedge no longer meets the criteria tor hadge
accounting, any cumulative gain or loss existing in equity at that fime remains in equity and is recognised when the forecast
transaction is ultimately recognised in the income statement. When a forecast transaction is no longer expected {o occur,

A



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Summary of significant accounting policies {continued)
the cumulative gain or loss that was reportad in equity is immediately transtferred o the income statement.

¢if)  Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not quality for hedge accounting. Changes in the fair value of any derivative instrument
that does not qualify for hedge accounting are recognised immediately in the income statement.

() Property, plant and equipment

Buildings and other properly, plant and eguipment are stated at historical cost less depraciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the iterns.

Depraciation on assets is calculated on a straight line basis over their estimated useful lives as follows:

- Buildings 40 yaars
- Plant and equipment 2-8 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

An assel's carrying amount is written down immediately to its recoverable amount i the asset’s carying amount is greater
than its estimated recoverable amount {note 1)}

Gains and losses on disposals are determined by comparing proceeds with carrying amounts. These are included in the
incorne statement.
(m) Trade and other payables

These amounts represent liabilities for goods and services provided 1o the group prior 1o the end of financial year which are
unpaid. The amounis are unsecured and are usually paid within 30 days of recognition.

1o



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Summary of significant accounting policies {(continued)

{n} Employee benefits

it  Wages and salaries, annual leave and sick laave

Liabilities for wages and salaries, including non-monetary benefits, annual leave expected to be settfed within 12 months of
the reporting date are recognised in payables in raspect of employees' services up to the reporting date and are measured
at the amounts expected {o be paid when the liabilities are setlled. Liabilities for non-accumulating sick leave are recognised
when the leave is taken and measuread at the rates paid or payable.

(] Long service leave

The liability for long service leave is recognised in the provision {or employee benefits and measured as the present value of
expectad fulure payments to be made in respect of services provided by employess up o the reporting date. Consideration
is given to expected fulure wage and salary levels, experience of employes departures and periods of service. Expected
future payments are discounted using market yields at the reporling date on national government bonds with terms fo
maturity and currency that match, as closely as possible, the estimated future cash outflows.

il Retirement benefit obligations
The company provides benefit to employees on retirernent through a delined contribution superannuation fund.
Contributions to the defined contribution fund are recognised as an expense as thay become payable.

{iv] Share-based payments
Share-based compensation benefits are provided 1o employees via the Flight Centre Limited Employee Option Plan and the
Employee Share Plan.

Shares oplions granted before 7 Novernber 2002 and/or vested before 1 January 2005
No expense is recognised in respect of thase options. The shares are recognised when the options are exercised and the
proceeds received allocated to share capital.

Shares options granted after 7 November 2002 and vasied affer 1 January 2005

The fair value of options granted under the Flight Centre Limited Employee Option Plan are recognised as an employee
benefit expense with a corresponding increase in equity. The fair value is measured at grant date and recognised over the
period during which the employees hecome unconditionally entitied 1o the options.

The fair value at grant date is determined using & Black-Scholes option pricing model that takes into account the exercise
price, the term of the option, the vesting and performance criteria, the impact of dilution, the non-tradeable nalure of the
option, the share price at grant date and expected price volatility of the underlying share, the expected dividend vield and the
tisk-frae interest rate for the term of the option.

The fair value of the options granted excludes the impact of any non-market vesting conditions {for example, profitability and
sales growth targets). Non-market vesting conditions are included in assumptions about the number of options that are
expectad to become exercisable. At each balance sheet date, the entity revises its sstimate of the number of oplions that
are expected to become exercisable. The employee benelit expense recognised each period takes info account the most
recent estimate.

Share based benefits are offerad to employess through participation in the Flight Centre Lirited Employee Share Plan. Full
time amployees are eligible to participate in the plan whereby shares may be purchased at market value and matched with
an additionat contribution equivalent to 10% of the overall value invested. The contribution offered to employees is expensed
in the income statement with a corresponding increase in equily.

{v] Profil-sharing and bonus plans

A liability for employee banefits in the form of profit sharing and bonus plans is recognised as payable when thereis a
contractual obligation or valid expectation that payment will be made. Employee profit sharing and bonus payments are
recognised and paid on a monthly basis.

(o) Earnings per share

it  Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, excluding any
costs of servicing equity other than ordinary shares, by the weighted average number of ardinary shares oulstanding during
the financial year, adjusted for bonus elements in ordinary shares issued during the year.
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Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Summary of significant accounting policies {(continued)

i) Diluled sarnings per share

Dituted earmnings per share adjusts the figures used in the determination of basic earnings per share 1o {ake into account the
after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the
weighted average number of shares assumed to have been issued for no consideration in relation to dilutive potential
ordinary shares.

{p) Provisions

Provisions for legal claims are recognised when: the Group has a present legal or constructive obligation as a result of past
evenis; it is more likely than not that an outflow of resources will be required to setile the obligation; and the amount has
been reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar abligations, the likelihood that an outflow will be required in settlernant is determined by
eonsidaring the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to
any one iem included in the same class of abligations may be small.

Provisions are measured at the present value of management's best estimate of the expenditure required to setile the
present obligation al the balance sheet date. The discount rate used to determine the present value reflects current market
assessments of the time value of money and the risks specific to the liability. The increase in the provision due to the
passage of time is recognised as interest expense.

{q) Contributed equity

ncremental costs directly atiributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds. Incremental costs directly attributable to the issue of new shares or options for the acquisition of a
business are not included in the cost of the acquisition as part of the purchase consideration.

{r) Rounding of amounts

The company is of a kind referred to in Class order 88/0100, issued by the Australian Securities and Investments
Commission, relating to the "rounding off” of amounts in the financial reporl. Amounts in the financial report have been
roundad off in accordance with that Class Order to the nearest thousand dellars, or in certain cases, the nearest doflar,
{s) AASBE 1 Transitional exemptions

The group has made its election in refation o the transitional exemptions alfiowed by AASB 1 'First ime adoption of
Australian Equivalents to International Financial Reporting Standards' as follows:

Business Combinations

AASH S ‘Business combinations’ was not applied retrospectively to acquisitions accurring prior to the date of transition to
AIFRS.

Examption from the requirement to restate comparative information for AASB 132 and AASB 139

The group has elected to adopt this exemplion and has not applied AASE 132 'Financial instruments: Presentation and
Disclasure’ and AASB 139 'Financial Instruments: Recognition and Measurement' to its comparative information.

Transition to AASE 132 and AASB 139 has occurred on 1 July 2005 in aceordance with the election available under AASB
1. The natura of the main adjustments to make this information comply with AASB 132 and AASE 139 is that other financial
asset have been designated as 'available tor sale’ and are measured at fair value. Fair value is inclusive of transaction costs.
The accounting policy for investments in described above in note 1{k}.

Y.



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

1 Summary of significant accounting policies {(continued)

(t) Dividends

Provision is made for the amount of any dividend declared, being appropriately authorized and no longer at the discration of
the entity on or before the end of the financial year but not distributed at balance date.

(u) Cash and cash equivalents

Cash and cash equivalenis includes cash on hand, depaosits held at call with financial institutions, other shori-term, highly
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value, and bank overdrafts. Bank overdratts are shown within
borrowings in current liabilities on the balance shest.

(v} Borrowings and borrowing costs

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured
at amortised cosl. Any difference between the proceeds (net of fransaction costs) and the redemption amount is
recognised in the income statement over the period of the borrowings using the effective interest methed. Fees paid on the
sstablishment of loan facilities, which are not incremental cost relating 1o the actual draw-down of the facility, are
recognised as prepayments and amortised on a straight-line basis over the term of the faciiity.

Borrowing costs are recognised as expenses in the period in which they are incurred and include:
interest on bank overdratis and short and long term borowings; and
unwinding of discount on deferred payables.

Borrowings are classified as current liabilities unless the consolidated entity has an unconditional right to defer settlement
of the liabiity for at least 12 months after the balance sheet date.

{w) New accounting standards and UIG interpretations

Certain new accounting standards and UIG interpretations have been published that are not mandatory for the 30 June 2006
reporiing pericd. The group has assessed the impact of these new slandards and no material impacts are expected aparnt
from the standard discussed bealow.

{it AASE 2005-8 Amendments fo Ausitralian Accounting Standards [AASB 4, AASE 1023, AASB 138 & AASE 132]

AASE 2005-8 is applicable to annual reporting periods beginning on or after 1 January 2006. The amendments relate o the
accounting for financial guarantee contracts. The company has not elected to adopt the amendments early. It will apply the
revised standards in its 30 June 2007 financial stalements. Application of the revised rules may result in the recognition of
financial liabilities in the financial statements of the parent entity, Flight Centre Limited, under guarantess given pursuant to
the deed of cross guarantes in respect of amounts payable by wholly-owned subsidiaries, and a guarantee givento
debenture holders for amounts assumed by a third parly as the result of a debt defeasance. An assassment of the fair value
of these guaraniees has not yet been performed. The new rules will be implementsd ratrospectively with a restalernent of
the comparatives as required by AASB 108 Accounting Poficies, Changes in Accounting Esfimates and Errors.
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Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

2 Revenue
Consolidated
2006 2005
%$'000 F000
Total Transaction Value (TTV) 7,809,263 6,872,619
Hevenue from the safe of travel services
Commission and feas from the provision of ravel TeT,310 638,213
Revenue from the provision of travel 230,460 211,428
Cther revenue 15.881 21.467
973,711 871,108
Other revenue
Rents and sub-lease rentals 8580 879
terest 24,078 24 /81
24.968 25570

Total Transaction Value (TTV)

Total Transaction Value {TTV) doss not reprasent revenue in accordance with Australian Accounting Standards. TTV
represents the price at which travel products and services have been sold across the group's various operations, as agent
for various airiines and other service providers, plus revenue from other sources. Flight Centre's revenue is derived from
TTV.

3 Dividends
Parent
2008 2005
$'000 $000
{a) Ordinary shares
Final dividend of 28 cents (2004 40.5 cents} per fully paid share paid on 14 Oclober
2005 fully franked 26,497 38,085
Spectal dividend of 2005: 40 cents per share paid on 26 November 2004 - 37,614
Interim dividend of 20 cents {2005: 22.5 cants) per share paid on 24 March 2006 18.894 21,565
Total dividends provided for or paid 45,391 97 264
{b) Dividends not recognised at year end
in addition to the above dividends, since year end the directors have recormmended the
payment of a final dividend of 32.0 cents per fully paid ordinary share, {2005 - 28 cents)
fully franked based on tax paid at 30%. The aggregate amount of the proposed dividend
expected to be paid on 13 Cctober 2006 out of retained profits at 30 June 2006, but not
recognised as g liability at year end, is 30,231 26,497

{c) Franked dividends

The franked portions of the tinal dividends recommended after 30 June 2006 will be franked out of existing franking credits
or out of franking credits arising from the payment of income tax in the year ending 30 June 20086.
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Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

3 Dividends {continued)

Consolidated

2008 2005
$'000 $000
Franking credits available for subsequent financial years based on a tax rate of 30% {2005
- 30%} 29,462 36.882

The above amounts represent the balance of the franking account as at the end of the financial year, adjusted for:

fa)  iranking credits that will arise from the payment of the amount of the current tax fiability
by  franking debits that will arise from the payment of dividends recognised as a liability at the reporting date, and
ey franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date.

The impact on the franking account of the dividend recommended by the direclors sincs year end, but not recognised as a
liability at year end, will be a reduction in the franking account of $12,856,028 {2005: $11,337,000).

4 Current assets - Cash and cash equivaients

Consolidated

2006 2005

$'000 F000
Cash at bank and on hand 61,816 31,518
Term Deposils 51,6839 67,367
Client account 160.733 140.719
274,188 239,604

(a) Reconciliation to cash at the end of the year

The cash shown as client cash is held on behall of customers. This is held until suppliers are paid on behali of these
customers. Other deposits are subject to withdrawal restrictions and set off arrangements in regard o varying financial
arrangements that the company has entered into.

The above figures are reconciled to cash at the end of the financial year as shown in the statement of cash tlows as follows:

Consolidated

2008 2005

$'000 $000
Balances as above 274,188 239,804
Bank overdrafis {12.345) {B7E}
Balances per statement of cash flows 261.843 238,728

(b) Cash at bank and on hand

These are bearing interest at between 0% and 7.47% {2005: - 0% and 9%, for an average term of less than 3 months.

{c) Client account

These are bearing interest at between 0% and 8.31% {2005: - 0% and 6% for an average term of less than 3 months.
The weighted average cash fixed interest rate for the year was 5.43% {2005 2%). The weighted average variable interest
rate for the year was 5.33% (2005: 0%}

{d) Term Deposits

These are bearing interest at between 2.25% and 13.00% {2005: - 1.25% and 8.90%) and have an average term of 17 days.
The weighted average interest rate for the year was 4.32% (2005:-4.54%)
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5 Interests in joint ventures

{2) Joint venture entity

Flight Centre Limited
Notes to the preliminary consolidated financial statements

30 June 2006
{continued}

Flight Centre {China) Ply Lid has entered into a 50% joint venture with China Comfort Travel Co Lid to form Flight Centre -
Comfort Travel Business Co Ltd in Beijing as part of the strategic expansion of the Flight Centre corporate business into the
Asian region. The investment in the joint venture is expected to complemaent the company's presence in Asia and the global

expansion of ifs corporate network.

iformation relating {o the joint venture is presented in accordance with the accounting policy deseribed in note 1 and is set

aut below.

Carrying amount of investment in joint venture

Share of joint venture assgets and liabilities
Current asseis

Non-current assets

Total assets

Current habilities
Net assets

Share of joint venture's revenue, expenses and results
Revenues

Expenses

Loss betors incomae tax

Share of joint venture's commitments
Lsase commiiments

& Reserves and retained profiis

Retained profits

Balance 1 July
Profit for the year
Dividends
Balance 30 June

-18 -

Consolidated

2008
$'000

2,248

20056
$000

2.750

Consolidated

20086 2005
%$'000 F000
2,188 759
150 74
2,338 833
1,282 420
1.063 413
539 449
(1.002) {763}
(463) {314}
10 10
Consolidated
20086 2005
%$'000 F000
123,420 143,825
79,910 76,859
{45.391) {37 284}
157,839 123,420




Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

7 Business combinations
(a2) Friends Globe Travels Ltd

(iy Summary of acquisition
On 1 July 2005 the group acquired the business of Friends Globs Travels Lid a corporate travel agency located in India.

The acquired business contributed revenues of $14.5m and net profit of $2.4m fo the group for the period from 1 July 2005
o 30 June 2006.

Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

$'000

Purchase consideration {refer to {i) below):

Cash paid 7,056

Deferred consideration 10,806

Direct costs relating to the acquisition 880
Total purchase consideration 18,752
Fair value of net identifiable assets acquired {refer to {iii} below} 3,562
Goodwill {refer to {ii}) 15,190

Deterred consideration is payable 1o the previous owners of Friends Globe Travels Lid. Payments are calculaled based
upon compound annuad growth rates of earnings of the business acquired. Estimates of future paymenis are recognised as
liabilities and have been discounted to their present values.

(ity Purchage consideration

$'000
Cutllow of cash to acauire subsidiary:
Cash consideration {including acquisition cosis) 7,948
{ egs: Cash acquired 1,047
Cuttlow of cash 6,899

The goodwill is attributable to the high profitability of the acquired business and synergies expected to arise after the
eompany's acquisition of the new subsidiary. The fair value of assets and liabilities acquired are based on discounted cash
flow models. No acquisition provisions were created.

(iii} Assets and labilities acquired

The assets and liabilities arising from the acquisition are as follows:

-1 -



7 Business combination (continued)

Cash

Trade receivables

Available for sale assets

Plant and Equipment
intangible assets

Trade payables

interest bearing liabilities
Provision for erployee benetits
Deterred tax lability

Neat identifiable assets acquired

(b} Bannockburn Travel Management

(i) Summary of acquigition

Flight Centre Limited
Notes to the preliminary consolidated financial statements

30 June 2006
{continued}
Acquiree’s
carrying
amount Fair value
$'000 $'000
1,047 1,047
10,399 10,399
612 612
2,845 2845
" 388
(6,193) (6,193)
(4,142) (4,142)
(t,224) (1,224)
(170) (170)
3174 3562

On 1 March 2006 the group acquired the business of Bannockbum Travel Management, a corporate travel agency localed in

the United States.

The acquired business contrbuted revenues of $2.6m and net profit of $0.03m to the Group for the period from 1 March
2006 to 30 June 2006. |f the acquisition had oceurred on 1 July 2005, consolidated revenue and consolidated profit tor the
year ended 30 June 2006 would have been $8,814,000 and §1,422,000 respectively. These amounts have been calculated
using the Group's accounting policies and by adjusting the results of the subsidiary to reflect the additional amortisation that
would have been charged assuming the fair value adjustments o intangible assets had applied from 1 July 2005, together

with the consequential tax effects.

Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

$'000

Purchase consideration {refer to {ii} below):

Cash paid 12,538

Defarred consideration 980

Direct costs relating to the acquisition 986
Total purchase consideration 14,504
Fair value of not identitiable assets acquired {refer to (i} bslow) 3,140
Goodwill (refer to {ii}) 11.364

Deterred consideration is payable to the previous owners of Bannockburn Travel Management. Payments are calculated
based upon compound annual growth rates of eamings of the business acquired. Estimates of fulure payments are
recognised as liabilities and have been discounted to their present values.
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Flight Centre Limited
Notes to the preliminary consolidated financial statements

30 June 2006
{continued}
7 Business combination (continued)
(ity Purchage consideration
$'000
Cutllow of cash to acauire subsidiary:
Cash consideration {including acquisition cosis) 13,542
{ egs: Cash acquired 1,458
Guttlow of cash 12,066
(iii) Assets and Habilities acquired
The assets and liabilities arising from the acquisition are as follows:
Acguiree’s
carrying
amount Fair value
$'000 $'000
Cash 1,458 1,458
Trade receivables 837 1,772
Ptant and equipment 417 417
intangible assets - 1,085
Trade payables (1,594) {1,594)
interest bearing fiabilities {8) {8)
Neat identitiable assets acquired 1.110 3.140

The goodwill is attributable to the high profitability of the acquired business. The fair value of assets and Habilities acquired
are based on discounted cash flow models. No acquisition provisions were created.

{c) Disposal of subsidiaries
On 15 December 2005, the company disposead of the Seyrnour College group of companies in New Zealand.

The Seymour Collegs group of companies was disposed for cash consideration of $1,378,486. The loss on dispesal of the
group is §757,781.

8 Events occurring after the balance sheet date

On 21 August 2006 Flight Centre Limited entered a binding sale agreement for 318 Adelaide Sireet, Brisbane. Under the
terms of this agreement, Flight Centre Limited will receive proceeds from the sale of §35.5 million and recognise a gain on
sale {betore tax} of $23.3 million. Under the erms of the agreement, Flight Centre will lease back approximately 70% of the
building under commercial terms and conditions until 2013.

Al the date of this report there is no other matter or circumstance which has arisen since 30 June 2006 that has significantly
attected or may significantly affect

{a} the consolidated entity's operations in {uture years; or

{b} the resulis of those operations in future years; or

{c) the consolidated entity's state of affairs, in future financial years.

Lo1.



9 Segment information

{a) Description of segments

Business segments

Flight Centre Limited
Notes to the preliminary consolidated financial statements

30 June 2006
{continued}

Flight Centre Limited and its controlled entities operate predominately in one business segment being the sale of ravel and

travel-related services and products.

2066

Total Transaction Value

Saies 1o external customers
Irtersegment sales {note (i)}
Total sales revenue
Unaliocated revenue

Total segment revenue

Segment result pre Royalties

Royaities

Unaficcated revenue less unaliocated expenses
Profit from ordinary activities before income tax
income tax expense

Net Profit

Segment assete
Unafiocated assets
Totai assets

Segment fiabilities
Unaliocated liabilities
Totai fiabilities

Acquisitions of property, plant and equipment,
intangibles and other non-current segment assets

Depreciation and amortisation expense

Other non-cash expenses

20065

Totai Transaction Value

Sales 1o external customers
Irtersegment sales {note (i)}
Total sales revenue
Unaliocated revenue

Total segment revenue

Segment result pre Royaities

Royaities

Unaficcated revenue less unaliocated expenses

Profit from ordinary activities before income tax expense
Income tax expense

Net Profit

Segment assets
Unaliocated assets

trfer-
segment
New United eliminations/

Australia Zealandg Kingdom Other unaliocated Total

$000 $'000 $000 $'000 $000 $'000
4884040 887723 081 746 1.323475 (18633 7800563
609,344 84,148 127,145 153,859 - 974,598
28,338 711 3,486 2618 33,153} -
635,682 54 B850 130,631 158,577 £33,153) 974,586
- - - - - 28,140
635,682 54 859 130,631 156,577 £33.1531 1.002.736
72,834 9,003 14,511 12,234 {851} 107,734
12173 (5875 - 64711 27 -
12,271
120,002
(40.0053)
79.910
582,199 78677 2223581 152,408 18980 1,062,674
(31,867}
1,030,807
288,457 52,224 117.848 83,736 7.482 547,747
72,175
518,922
13.825 2,344 4457 15,575 - 36,301
20,363 2772 2571 7,081 2700 38,486
7.309 1,417 1712 1,448 778} 11,106

trfer-
segment
New United eliminations/

Australia Zealand Kingdom Other unaliocated Total

$000 $'000 $000 $'000 $000 $'000
4,430,515 838,515 a0g 222 889,838 {44711 68726819
551,012 90,297 122,174 106,767 - 870,250
11.882 402 869 323 £13.376} -
562,884 90,689 122,843 107,080 {13,378} 870,250
- - - - - 28,264
562,994 20,699 122,843 107,090 £13.376} 898,514
08,824 11,408 18,639 {489) {21,878} 103,884
8,680 (5.718) - {2,684} {280} -
11.687
115,581
(38,7333
78,858
535131 87,887 204,821 73127 18385 919,381
582
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Flight Centre Limited
Notes to the preliminary consolidated financial statements

30 June 2006
{continued}

9 Segment information {continued)
Totai assets 919,953
Segment labilities 258772 50,030 103,498 34,738 {1,806} 455,238
Unaliocated liabilities 92.074
Totai fiabilities 547,304
Acquisitions of property, plant and equipment,
intangibles and other non-current segment assets 37 887 4 575 2828 5,660 - 51,031
Depreciation and amaortisation expense 8191 4 246 8010 5,555 6.247 33.248
Other non-cash expenses 2.244 825 754 968 478 5.267

{b) Notes to and forming part of the segment information

i} Accounting policies
Segment information is prepared in conformity with the accounting policies of the entily as disclosed in note 1.

Segment revenues, expenses, assets and liabilities are those that are directly attributable 1o a segment and the relevant
portion that can be allocated 1o the segment on a reasonable basis. Segment assets include all assets used by a segment
and consist primarily of operating cash, receivables, property, plant and equipment and goodwill and other intangible asssts,
net of related provisions. Segment assets and liabilities do nol include income taxes.

(i) Infer-segment fransfers
Segment revenues, expenses and rasults include transfers between segments. Such transters are priced on an
“arms-length” basis and are eliminated on consolidation.

i) Unallocated revenve and expenses
Unaliocated revenue and expanses include such iterns as interest and foreign exchange gains.

10 Earnings per share

{a) Reconciliations of earnings usged in calculating earnings per share

Consolidated

2008 2005
$'000 $000
Protfit altributable 1o the ordinary equity holders of the company used in ealoulating basic
and difuted earnings per share 79,910 76,858

(b} Weighted average number of shares used as the denominator

Consolidated

2008 2005
Number Number

Weighted average number of ordinary shares used as the denominator in calculating basic
eanings per share 94,471,035 94,402,177
Adjustments for calculation of diluted earnings per share:

Options 37.384 -
Weighted average number of ordinary shares and potential ordinary shares used as the
denominafor in calculating difuted earnings per share 94,508.419 94,402 177

Options granted 1o employees under the Flight Centre Limited Employee Qption Plan are considered to be potential ordinary
shares and have been included in the determination of diluted earnings per share. The options have not been included in
the determination of basic eamings per share
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Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

11 Explanation of transition 10 Australian equivalents o IFRSs

(1) Reconciliation of equily reported under previous Australian Generally Accepted Accounting Principles (AGAAP}
to equity under Australian equivalents to IFASs {AIFRS)

Consolidated

1July 2004 30 June 2005
Notes $'000 000

Total equity (AGAAP} 424,235 387,409
Derecognition of revalued software licences i {16,181) {14,138)
Adjustrment o fair value of business combination {c " (445)

Pravision for decommissioning costs {

{

{

d} (1,957 (2,163)

impairment of assets under AASB 136 &} (3,577) (5,238)
Amortisation of goodwilt h} " 9,888
Deracognition of research costs ti (5,398) {5,700)
Correction of reporting under AGAAP tiy (4,070) {4,6892)
Tax affect of adjusiments {K} 8,250 8,563
Rent Free Period {f (835) (835)
Total equity {(AIFAS) 400.467 372.849

The above reconciliation includes the effact of the correction of an error made under previous AGAAP. This is not an effect of
transition fo AIFRSs. For further information refer to (i} in the notes io the reconciliations.

{2) Reconciliation of profit for the year ended 30 June 2005

Consolidated

30 June 2005
Notes $'000

Protit from ordinary activities before related income {ax expense (AGAAP) 106,954
Adjustrnent of fair value of previous business combination {ch (445)
Pravision for decommissioning costs {d} (208)
impairment under AASB 136 {e} (1,928)
Employee share plan costs under AASB 2 {g} (57)
Amortisation of goodwilt {hy 9,888
Deracognition of research costs {iy {1,217)
Amortisation of derecognised assets {byre)dir 3,223
Corraction of error under AGAAFP {iy (821)
Profit from ordinary activities before related income tax expense {AIFRS) 115,591

The adoption of AIFRSs has not resulted in any materiat adjustments to the cash flow statement.
{3) Notes to the reconciliations

{a) Foreign currency transiation reserve: cumulative tranglation differences

The company has electad to apply the exemption in AASB 1 First-time Adoplion of Australian Equivatents 1o Infernational
Financial Reporting Standards. The cumulative translation differences for all foreign operations reprasented in the foreign
currency translation reserve arg deemed to be zero at the date of transition to AFRS. As a result the balance of the foreign
currency translation reserve of the group has decreased by $4,708,329 with a corresponding decrease in refained profits

i g



Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

11 Explanation of transition {0 Austraiian equivalents to IFRSs {continued)

{b) Revaluation Reserve

AASE 138 'Intangible assets’ prohibits the recognition of internally revalued intangible assels such as software licences. As
at 1 July 2004, the etfect of this change has seen the derecognition of intangible assets of $16,180,230 and a reduction in
equity and at 30 June 2005 by $14,137.076.

{c) Business combinations

During the period to 30 June 2005 an adjustment was required to be made o the fair value of assets and liabilities acquired
as part of the acquisition of FCM Travel Solutions Pty Ltd {formery ITG Pty Lid}). Under AGAARP this adjustment is to be
made against goodwill of the net assets acquired. Under AASE 3 'Business combinations’ adjustments to the estimated tfair
value of net assets acquired under a combination must be recognised in the income statement i identified after & 12 month
perod.

The effect of this adjustment is fo decrease goodwill by $445,000 and decrease net profit before tax by $445,000 at 30 June
2005,
{d) Decommissioning costs

Under AASB 116 'Property, plant and equipment' the cost of an item of property, plant and equipment includes an initial
estimate of dismantling and ‘make good' costs on leased premises. The effect of this change has seen the creation of a
decomumnissioning provision in the balance sheet with a corresponding increase in property, plant and equipment.

As at 1 July 2004 the sffect {or the Group of this change has seen retained earnings decrease by $1,957,089 and property,
plant and equipment increase by $1,330,181. At 30 June 2005 retained profils decreased by $2,163,874 and property, plant
and equipment increased by $1,386,026. The effect on profit belore tax for the year to 30 June 2005 is $205,878.

{e) Impairment

AASEH 136 'Impairment of assets' requires the recoverable amount of all assets o be delerminad as the higher of the fair
value tess cost to sell or the discounted cash flows of its value in use. This differs to AGAAP where a net eash flow approach
is used.

H the company had used the approach of AASE 136, a write down in assets and reduction in retained earnings of
$3,577,456 would have occurred on transition at 1 July 2004, As at 30 June 2005, an additionat impairment loss of
$1,927.908 was required to taken to the income staterment. The total adjustment to equity as at 30 June 2005 is $5,238,113.
{f) Hent free period

As at 1 July 2004 the group recognised a liability for rent free periods relating to leases for property which resulted in a
decrease in equity at 1 July 2004 of $835,304 for the group.

{g) Share-based payments

Under AASB 2 Share based Payments from 1 duly 2004 the company is required 1o recognise an expense for those shares
that were issusd to employees at a discount {o the market price under the Flight Centre Limited employee shares plan after 7
November 2002 but that had not vested by 1 January 2005, The effect of this discount is to recognise an expense of
$57,172 for the period to 30 June 2005.

(h) Goodwill

Under AASB 3 ‘Business combinations’ goodwill is no longer required to be amortised but is subject to annual impairment
testing. The effects of impairment of assets are disclosed above.

The change in accounting for the amortisation of goodwill for the group has seen an increase in retained profits and an
increase in profit before tax of $9,887 875 and an increase in equity of $8,887 875 for the year to 30 June 2005.
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Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

11 Explanation of transition {0 Austraiian equivalents to IFRSs {continued)

(i) Research costs

Under AASB 138 'Intangible assets' costs incurrad in the research phase of an internally generated intangible asset must be
expensed. The offact of this change resulted in a decrease in retained profits of $5,386,610 at 1 July 2004 and $5,688,445
at 30 June 2005.

The write down in research costs reduced the profit before tax for the year to 30 June 2005 of §1,217,104.

The effect on the profit before tax for the year to 30 June 2005 as a result of reduced depreciation was an increase of
$814,269 for the group.

(i) Correction of error made under previous AGAAP

in conversion o AIFRS an adjustment has been made in the measurement of employee entillement liabilities. Under
previous reporting, employse entitement liabilities were incorrectly stated. Changes in our interpretation of industrial
relations legistation have required additional components of employee remuneration packages io be included in employes
entilement calculations. in addition the future probability rates used to calculate long term employee entitlernent liabilities
have been corrected to reflect accurate historical data.

Under previous AGAAP, this error would have been corrected in the period # was discovered. Under AIFRS, the 2005
comparatives have been adjusted to reflect the correction of this error. The eftect of this restaternent:

- at 1 July 2004, is to increase provisions by $4,070,575 and to decrease retained profits by $2,849.403.

- at 30 June 2005, is to increase provisions by a further $621,894 to $4,652,000 and to decrease profit after tax by
$436,738.
(k) Tax eflect of AIFRS adjustments

Each of the adjustments requirad in the transition from AGAAP to AIFRS has & corresponding impact on the deferred tax
assets and liabilities of the group. A summary of the impact on the key balances is as follows:

The effects on the detferred tax assets and liabilities of the adoption of AIFRS are as follows {tax rate of 30%}):

1duly 2004 30 June 2005
Consolidated  Consolidated

Notes F000 $000

Application of AASB 112 to adjusiments arising from adoption of other AASBs

Deracognition of revalued software licences {b} 4,803 4,190

Pravision for decommissioning costs {d} 187 364

Impairment of assets under AASE 136 {e} 410 1,064

Derecognition of research costis {h} 1,618 1,597
Correction of error {i} 1,821 1,407
Change in deferred tax assets and liabilities 8,250 8,562
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Flight Centre Limited

Notes to the preliminary consolidated financial statements
30 June 2006

{continued}

12 Revision of estimates in preparation of financial repori

The company’s accounting policy for volume based incentive payments is 10 recognise revenue at the time of ticketing. In
pravious reporiing periods, & component of this revenus could not be reliably estimated at the time of ticksting and was
therefora not recognised unti the subsequent accounting period when the revenue could be determined with cerainty.

During the year, the company has implemented a new reporting tool which enables a reliable estimate of that cornpanent of
the volume-based incentive 1o be made at the time of ticketing. This has resulted in a one-off increase o both revenus and
pre-tax protfit of $4,750,000 (3,325,000 after tax) in the current period. There is no material impact of this change in future
reporting perods.

13 Critical accounting estimates and judgements

Estimales and judgements are continually evaluated and are based on historical experience and other factors, including
expectalions of future events that may have a financial impact on the entity and that are believed 1o be reasonable under the
circumstances.

{a) Critical accounting estimates and assumptions

The group makes estimales and assumptions conceming the future. The resulting accounting estimales will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and labilities within the next financiat year are discussed below.

{i} Estimated impairment of goochwill

The group tesis annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated in
note Hk}. The recoverable amounts of cash-generating units have been determined based on value-in-use calculations.
Thesa calculations use cash flow projections based upon financial budgets approved by management and cover a five year
perod. The growth rate does not exceed the long term average growth rate for the business in which the cash-gensrating
unit operates.

{if] Provision for Doubtful Debis

An estimate for doubtful debts is made when collection of the full amount receivable is no longer possible.
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NTA Backing (Appendix 4F item 8)

Flight Centre Limited
Supplementary Appendix 4E information
30 June 2006

2006

2005

Net tangible asset backing per ordinary share

2.27

2.52

Appendix 4E items 15~ 17

This report is based on accounts which are in the process of baing audited.
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