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Statements of Financial Performance.

for the year ended 30 june 2004

Qantas Group Qantas
MNotes 2004 2003 2604 2003
$M M it St

SALES AND OPERATING REVENUE
Met passenger revenue™ 8,962 .8 82425
Met freinht revenue’ 511.3 5089
Tours and travet revenue 696.3 -
Contract work revenue 5309 2810
Otner sourcas™ 643.6 5309
Sales and operating revenue 2 11,353.7 11,3745 7 0,869.8 89,9633
EXPENDITURE SEMEE e
Manpower and staff related 12,9385 - 30177 - 25019 25877
Selling and marketing c 4661 5456 U 43T 517.0
Aircra¥l operating — variable D0 2,226.8 : 240580 -2,158.9 23521
fFuel and oil S -LAB56 1.540.4 1,232.8 - 14238
Praperty 3088 286.5 284.8 2R2.4
Computer and comrsunication 4380 4123 3877
Deprecisticn and amortisation S 40056 851.4 - BT 7742
Monr-canicellable operating lease rentals L2635 - 2839 '_'_23_?.3 233732
Yours and travel -0 5709 5640 L -
Capacity hire v 2814 381.6 2555 350.4
Other* AL 4881 4240 551.0
Share af ret proft of associates and joint ventures 30 {19.7) {9.6) - -
Expenditure 3 10,2555 10,8679 88045 9,439.7
Earnings before interest and tax 34 0982 567.0 11,0653 5236
Borowing costs 3 e (250.8). (172,45 " (263.5) {173.6}
Imterest reveriie 2 125.9 1677 112.3 035
Net borfowing costs T 133.6) 647 151 (80.1)
Frofit from ordinary activities before relatad income tax expense S 964.6 - 5G2.3 : "'j: 8141 4435
Income tax expense relating to ordinary aclivities 4 {315.8) {155.7) {238.1} (71.00
Net profit 6488 3466 6760 3725
Outsicle eqguity interests in rel profit {0.4) 313 - -
Net profit sttributable to members of the Company 20 e “H4AR4 3435 ~B16.0 725
Mor-owner tfansaction changes in equily: e el
Met decrease in retained profits on the initial adoption
of AASE 1028 "Employes Berafits” : . : (3.7) - (3.7
Met exchange differences relating o seif-sustaining foreign operations 0.4 {233 - -
Yotal changes in equity from nan-ovwner related e e
trarsactions attrbutable 1o members of the Campany 21 548.8 3375 676.0 3688
Basic earnings per share 35 357 cents -~ 200 cents
Dilsted earnings pes share 35 35.5 cents 198 cents

1 Passenger and freight revenue i3 disciosed ned ol hoth sales discount and interlined Q08 commission.

FPassenger o

3 Reverug bom
freigh i lerminal and service T
4 Excludes interest reverug of $12
operating leaseback of non-curvent assots
QOO o ot O 1088 on sale. et

L0

5" Other aspenditure” inciudes contract work matedals, printing, stationery, insurance and other misced

s are disdosed a5 part of Net passenger evenue.
Othier soures” inclades revenue fom airoraft charters and feases, property ncome, Qantas Club and Froguent Flyer mesbershis fees,
ission reneeniue, and other ns
2003 $107.7 miliion; which i

P28 miliion 2003: % railliond, which are of
s o sale of non-curre

1

assets was 505 milkon (2

O,

ATTGOLS EXDENRES,

VAN B85S weritten dowen walie before

The Statements of Finandal Performance are to be read in conjunction with the Motes 1o the Fnancal Statements an pages 5 1o 60
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Statements of Financial Position.
as at 30 June 2004
Qantas Group Qantas
Nates 2004 2003 2004 2003
b3 Bt S $1

CURRENT ASSETS LT L
Cash 7o 3359 1218 - 2547 99.6
Receivadles 8 L 21163 280670 . 2,2034 - 28752
Met receivables under hedgefswap cantracls L3002, 3308 L3018 3z
Inventories e S BTRS 4303 3484 400.9
Ofer 11 163.2 204.3 210.5 1437
Total current assets 33220 39544  3,318.8 385046
NON-CURRENT ASSETS s R
Receivables 8 3046 1765 - L9779 1,879.9
Met receivables under hedge/swap cantracts : ;'_.:_:'997.{1 10148 - 9523 9582
lnvestments accounted for using the equity method =0 .0339.7 GE.3 S ' -
Otfier investments 10 SRR R B 1019 U CFRL 374.8
Property, plant and equipment 12 -12,256.6 - 11,4325 .. 16673.0 ¢ 95485
lntangible assets 13 L1524 1196 o412 -
Deferred tax assets IR 1 5 I 47 e 146
Ofer 11 894.9 6%1.0 64.9 249
Totat non-current assets 14,2522 12,0104 14,4925 12,800 9
Total assets 17,574.2 16,9738 17,8113 16,651.5
CURRENT LIABILITIES Dl L
Payahies 14 U2,9625 2.109.1 1,084.7
Interest-bearing hiabilities 13 . B219 9711 980.2
Met payabies under hedge/swap contracts Lo 2508 46.6 442
Provisians 16 L3816 4359 3728
Current tax liabilities/receivables) 17 L BOUE 4.7 {32.2}
Reveriie received in advance C1,493.3 1,158.4 - 1,056.3
Deferred lease benefitsfincome 456G 506 40.2 455
Total current fabitities 75,1902 47670 49125 4,451 1
NON-CURRENT LIABILITIES e .
Interest-bearing liabilities 15 L -5081.8 53919 6,055.6
Met payabies under hedgefaswap contracts . ' 3409 340.9
Prowisians 18 TR . 3541 3244
Deferred tax liabilities - 806.9 £03.0 489.4
Deferred lease benefitsfincome 161.7 254.8 2215
Total non-current fiabitities Ue5437 69447 74318
Totat liabilities 11,7339 117117 12,4352 11,8829
Net assets 5,803 52621 53761 47686
EQUITY
Cantributed squity 18 . _ 27579 : 3,994.9 37578
Reserves 19 S B4 540 e 829 82.9
Retained profits 20 1.776.3 1,435.9 1,298.3 27 8
Equity attribusable to members of the Campany S BBISE 52478 5,378 4,768.6
Oulsice equity interests in contralled entities 22 14.7 14.3 - -
Total equity 21 58403 57621 53761 4,768.6

The Staternents of Financial Pasition are to be read in conjunction with the Notes o the Financial Statements on pages 5 to 60
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Statements of Cash Flows.

for the year ended 30 june 2004

Qantas Group Qantas
Mates 2004 2003 20604 2003
SM M it Shi
CASH FLOWS FROM OPERATING ACTIVITIES Sl Sl
Cash receipts in the course of operations 3_ 12,3285 - 12,5673 SADAMEE 10,9950
Cash payments in the course of operations {19.128.6).  (10.960.6) 1 {8,396.0} {9,891.7
Interest recaived 1280 1144 BN B A G989
Borrowing costs paid L -(305.8) (2681 L {3121} {2772
Dividends received 7.0 ' ' 2207
Income taxes paid {1692} 134.8 (61.0)
Net cash provided by operating activities 37 T 1,999.4 1,280.8 1,872.9 1,084.7
CASH FLOWS FROM INVESTING ACTIVITIES R, REDE
Payrments for praperly, plant and equipment '-_'_":(2,9{37,0) 3,372y {1210.8) {1,625.3)
Receints for arcrafl secusity denosits 63.1 1977 593 1620
Met payments for purchases of praperty, plant, eguipment T : PR
ardd awrcraft secusity deposits . {2,9395) - {1,151.5) {1,463.3)
Praceeds from sale of property, plant and equipment B0, 36.7 :--_'_-.'.46.5 : 6.0
Proceedls from: sale and leaseback of non-current assets N Tk - R A N -
Payrenis for investments, nat of cash acguired L2 9297 270 (3.2
Advances of investment loans [ - (1282 -
Payrments for other ntangibles - {47.3) -
Net cash used in investing activities T (2,169.5) 29957 {1,380.4) {1,460 5)
CASH FLOWS FROM FINANCING ACTIVITIES . RRSTRT :.__-:
Repayrents of porowings/swaps - (1822.9) (798,35 {2,834.8) {67813
Praceeds from borrowings/swaps 1413.2 3,205.2 11,7014 21675
Mes praceads from the issue of shares S B0e 1.0 o ete 701.0
Dividends paid (161.4) {17233 {159.1) £170.9)
Net cash provided by/{used in) financing activities U s0.5) 29356  {1,202.0} 2,019.5
RECONCILIATION OF CASH PROVIDED BY/AUSED IN): R AUCTIY
Operating activities L9994 0 12008 18729 . 10847
Imwesting activities - {2,165.5) §2,985.7y - 7{1,380.4) {1,460.5)
Financing activities {480.5) 2,935 6 {1,202.0} 2,0195
Nes increaseddecrease) in cash held - (B50.6). 1,230.7 {7095} 16437
Cash at the beginning of the financial year 2,015.9 7857 1,993.6 3499
Cash at the end of the financial year 37 43653 20159 1,284 1,903.6

The Statements of Cash Fows are to be read in conjunction with the Notes to the Financal Statements an pages 5 4o 60
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Notes to the Financial Statements.
for the year ended 30 lune 2004

The significant accounting polides which have been adopted in the preparation of this Fnancial Report are:

{a) BASIS OF PREPARATION

The Financial Repart s & genera! puspose firancial report which has heen prepared in accordance with Accounting Standards, Urgent
Issdes Group Cansensus Views, other authoritative pronouncements of the Australian Accounting Standards Board (AASE} and the
Corparations Act 2001,

This Report has heen prepared on the basis of historical costs and, except where stated, does not take into account changing money
vaiues or fair values of assets,

hese accouniin icies hiaw y consistently appiied by eac) ity i g antas 4p, bei Las Ainways Limited (Gantas
These accounting policies have been consistentl ad by each entity in the Qantas Group, being Qantas Airways Limited (Qant
or the Company) and its contiolled entities and are consistent with those of the prior year.
Where necessary, comparative information has been sediassified to achieve consistency in disciosure with current financial year amounts
and ather disclosures.

{(b) PRINCIPLES OF CONSOLIDATION

CONTROLLED ENTITIES

The Qantas Group Fnancal Statements comprise the Fnanciad Statements of Qantas and the Qantas Group. Resuits of controlled entities
which were acquired or dispased of during the year are included in the Staterments of Finanda! Performance from: the date control
commenced ar up to the date contral ceased. The comsalidation pracess eliminates halances and transactions with o betwesn Qantas and
its controlied entities. Outside interests in the egquity and results of controlled entities are shown as a separate itern in the Qantas Group
Fimancial Statements,

ASSOCIATES AND JOINT VENTURES
Assaciates and joint ventures are those entitias over which the Qantas Group exergises significant influence or is jointly contralled, but not
controlied, and which are not intended for sale in the near future.

lnvestments in assodiatas and joint ventures are accounted for using egiity accounting principies. lnvestments in associates and inint
venfures are carried at the lower of the equity accaunted amount and recoverable amount. The Qantas Group’s equity accounted share
of the net profit of associates and joint ventures is recognised in the consolidated Staternents of Financial Performance from the date
significant influsnce ar joint contred carmmenced, up o the date significant influence or ipint control ceased.

{c) FOREIGN CURRENCY TRANSACTIONS

Foreign currency transactions, except those subject o specific hedging arrangements, are translated to Austrafian currency at the rates
of axchange suling at the date of sach transaction. At balance date, amounts receivabie and payable in foreign currencies are transiated
&l the rates of exchange ruling at that dale. Resulting sxchange differences are brought 1o account as exchange gaing ar losses in the
Staternents of Financial Performance in the finandal year in which the exchange sates change.

TRANSLATION OF CONTROLLED FOREIGN ENTITHES

All controiled entitias incorporsted overseas are seif-sustaining foreign operations and as such, thelr assets and liabilities are translated

&l the rates of exchange ruling at balance date. Eguity iterns are translated sl historical rates. The Staterments of Financial Performance of
confrolied foreign entities are translated at the average exchange rate for the year. Exchange differences arising on translalion are recorded
inn the foreign currency translation reserve. The balance of the foreign currency translation reserve relating to & controded entity that is
disposed of, or partially disposed of, is transferred to retained profits in the year of disposal.

HEDGING OF FOREIGN CURRENCY COMMITMENTS

(Gains and losses on derivatives used o hedge the specific pdrchase ar sale of capital equipment and goods and services are deferred in
the Stalements of Finandial Position and included in the measurement af the related purchase or sale. Net deferred gains/losses associated
with hedges of foreign currency revende relating 1o future ransoortalion services are included in the Statements of Financial Position as
payabiesfraceivabies. These gainglosses will be included in the measirement of the refevant future foreign currency revenue at the time
the transportation services are provided. As at 20 june 2004, net deferred losses were $18.2 million 2003 gains $117.7 million}.

Revenies and expenses from cross-currency swap transactions and amounts owing tofrom swap counterparties are set off and disclosed
on a net basis where the requirements of AASE 1014 "Set-off and Extinguishment of Debt” are satisfied,
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Notes to the Financial Statements continueda
for the year ended 30 june 2004

{d) DERIVATIVE FINANCIAL INSTRUMENTS

The Qanrtas Group is subject 1o foreign currency, interest rate, fuel price and credit risks, Derivative financial instrurnents are used to hedge
These visks, Qantas Group policy is not 1o enter, ssue or hold derivative finandial instriments for speculative trading purposes.

Principal amounts outstanding under individual cross-cusrency swaps are disclosed as a net asset of liability. interest payrents and receipis
under CTOss-CUrTenCy Swans are recagnised on an accruals basis in the Statements of Finandial Performance. Premiums paid on interest rate
optians are inciuded in "Other assets” and are amortised aver the period of the hedge.

Gains and losses an derivatlives used as hedges are accounted for on the same basis as the underlying exposures ta which they relate.
Accordingly, hedge gaing and losses are induded in the Staterments of Fnancal Performance when the gains and losses arising on the
related hedged positian are recognised in the Staterments of Financia! Perfarmance. Fusther details are outlined in Note 31

When the anticipated transaction is no longer expected 10 occur as designated, the deferred gains and losses relating to the hedged
Transaction. are recagnised immediately in the Statements of Finrancia! Performance.

Where a hedge transaction is terminated early and the anlicipatad transaction is sl expected to occur a3 designated, the deferred gains

ard losses that arose on the hedge prior to its termination continue 1o be defersed and are included in the measurement of the purchase,
sale or interest fransaction when it occurs, Whien a hedge transaction is terminalad early because the anticipated transaction is no longer
expected to occur as designated, deferred gains and iosses that asose on the hedge prior to its termination are incduded in the Statements
of Financiad Performance Tar the year.

{e) REVENUE RECOGNITION

PASSENGER, FREIGHT AND TOURS AND TRAVEL SALES REVENUE

Passenger, fraight and ours and travel sales revenue is included in the Statements of Financial Perfarmance at the fair value of the
consideration received net of sales discounts, passenger and Treight interiine/[ATA cormmissions, and goods and services tax (GST)
Fours and travel sales commissions are treated as a cost of sale. Passenger, freight and tours and travel sales are credited Lo revenue
received in advance and subseguently transferred 10 reventie when tickets and fand content are utifised ar freight upiifted.

CATERING REVENUE
Revenue from the sale of catering products is recognised when control of the gaods passes 1o the customey,

CONTRACT WORK REVENUE
Contract work revenue is recognised in proportion to the stage of cormpletion of the contraclt when the stage of contract completion
can be reliably measured.

INTEREST REVENUE
Imterest revendie is recognised as it accrues, taking inlo account the effective yield on the financial asset.

ASSET SALES

The gross procesds of asset sales are included as revenue al the date control of the asset passes to the buyer, usually when the purchaser
lakes delivery of the asset. The gain ar loss on disposal is calcuiated a3 the difference betwesen the carrying amount of the asset at the Gime
of dispaszal and the net proceeds an disposal.

AIRCRAFT FINANCING FEES

Faes refating to linked transactions involving the fegal form of a lease are recognised as revenue only wihen there are no significant
obligations to perform or refrain from significant activities, there are no sigaificant iimitations on use of the underlying asset and the
possibifity of reimbursement is remote. Where these criteria are not met, fees are brought to account as revenue of expendituse aver
Ihe period of the respective lease or on a basis which is representative of the pattern of benefits derived from the leasing transactions.

DIVIBENDS
Revenue from distributions from controlied entities is recagrised by Qantas when dividends are dedlared by the conlralled entities.
Revenue from dividends from assodiates and other investrnents is recognised when dividends are recaived.

Davidend revenue is recagnised net of any franking credits.
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Notes to the Financial Statements continueds
for the year ended 30 lune 2004

{f) GOODS AND SERVICES TAX

Revenues, expenses and assess are recognised net of the amount of GST, except where the amount of GST incurred 5 nal recoverable
from the taxation authority. |n these drcamnstancas, the GST is recognised as part of the cost of acquisition of the asset or as part of the
arpense,

Receivables and payables are stated with the amount of G5T included

The net amount of GST recoverable from, or nayable 1o, the faxation authorily is included as & carrent asset ar liability in the Statements
of Financial Positian.

Cash flows are included in the Statements of Cash Flows on a gross basis. The GST components of cash flows arising from investing and
financing activities which are recoverable from, or payable to, the taxation authority are classified as operating cash flows,

(g} TAXATION
The Gantas Grodp adopts the incame statement liabifity method of tax-effect accounting.

lncome tax expense is calcclated on profit from ordinary activities adiusted for permanent differences between taxable and accounting

income.

The tax effect of timing differences, which arise from items being brought to account in different years for income tax and accounting
pusposes, is carried forward in the Statements of Fnancial Position as & deferred tax asset ar & deferved lax fiabilizy.

Future income tax benefits refating to timing differences are not brought to account as an asset unless realisation is assured bevand
reasonahie doubit. Future income tax benefits refating to tax losses are only brought to account as an asset when theis realisation is
considerad ta be virtually certain,

Capital gains tax, if applicable, s provided for in establishing pericd income tax expense when an asset is sold.

Gantas is taxed as & public company and provides for incame tax in averseas jurisdictions where & lisbilily exists. Generally, these taxes
are assessed on & formula or percentage of sales basis.

{(h) TAX CONSOLIDATION

Gantas is the hiead entity in the tax-consolidated group comprising all the Australian wholiy-owned entilies set oul in Note 28.

The imgplementation date for the tax-consokdated grocp is 1 Jily 2003, The Austrakan Taxation Office has not yet been notified of

any decision to farm & tax-consolidated group. The head entity recognises all of the current and deferrad tax assets and liabilities of the
rax-consalidated group {including intra-group transactions as allowed for in the financial year ended 30 june 20045 The Qantas Group
determined that wholy-owned entities wilt recognise an ncome tax expense referable 1o the tax anising an their profits adjusted

for permarent differences with a consequential adjiustment ta intercompany assets and liabilites,

The tax-cansolidated group has entered inte a tax sharing agreement given the joirt and several income tax-relatad ability assumed by
all entities comprising the tax-consalidatad groug. In the opinion of the Directors, the tax sharing agreerment is also a valid agreement
under the Tax Consolidation legisiation and limits the joint and several income tax-related liability of the wholiy-awned eniities of the
tax-consoiidated grodp in the case of default by Qantas.

(i) RECEIVABLES
Receivables are recognised and carried at origing! invoice amount less a pravision for any uncoliectable debts. An estimate for doubtfu?
debis is made when collection of the full amount is no fonger probable. Bad debts are written off as incurred.

(i} INVENTORIES
Engineering expendables, consumable siores and work 6 progress are valued at weighted average cost, less any applicable allowance
for obsslescence. inventories held for sale are valued al the lower af cost and rel realisabie value.

(k} RECOVERABLE AMOUNT OF NON-CURRENT ASSETS

The carying amounts of non-cufrent assets valued on the cost basis are reviewad reguiarly to determine whether they are in excess of
thair recoverahbie amount at reporting date. Assets which primarily generate cash flovws, such as aircraft, are assessed on an individual basis
wihereas infrasiructure assets are examined on a class-by-class basis, and compared 1o net surplus cash infiows. Expectad net cash flows
used in determining recoverable amaunis have been discountad to thelr net present value, Using a rate reflecting the cast of funds,

An appropriate write-dowr is mads if the carrying amount af & non-Current asset axceeds s recaverabie amount. The werite-down is
expensed in the financial year in which it accurs.
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Notes to the Financial Statements continueda
for the year ended 30 june 2004

{Iy INVESTMENTS

Al investments are recorded at the lower of cost and recoverable amaunt

{m) ACQUISITION OF ASSETS
Iterns of property, piant and eguipment are inttially recorded al their cost of acguisition at the date of scquisition, being the Tair vaiue
of the consideration provided plus incidental costs directly attributable to the acquisition.

Maior madifications to aircraft and the costs assaciated with placing the aircraly into service are capitalised as part of the cost of the asset
o which they relate, Al aircraft maintenance costs are expensed as incurred. Borrowing costs assaciated with the acquisition of quadifying
assets wich as aircraft and the acquisition, constraction or production of significant iterns of other property, plant and equiprnent are
capitatized as part of the cost of the asset to which they relate.

Expenditure on internally generaled assets, other than software developrment costs, is anly recognised as an asset when the Qantas Group
contrals future economic benedils as a result of the costs incurred and i is probable that those future economic benefits wil eventuate,
and the costs can be measured raliably.

{n) DEPRECIATION AND AMORTISATION

Depreciation and amartisation are provided on a straighi-line basis on all items of property, plant and equiprment except for freshold and
ieasehold land. The depreciation and amortisalion rates of owned assets are caleulated so as to aflocate the costs or valuation of an asset,
iess any estirated residual value, over the asset’s estimated useful life to the Qantas Group. Assets are depreciated or amartised fram

Ihe dale of acguisition ar, in respect of internally constricted assets, from the time an asset is complieted and heid ready for uzse. The

costs of improvemnents {o assets are amortised over the remaining usefu! life of the asset or the estimated useful life of the improvement,
whichever is the shorter. Assels cnder finance iease are amartised over fhe term of the relevant lease of, where it is likely the Qantas Group
will obtain ownership af the asset, the life of the asset,

The principal assel depreciation and amortisation periods and estimated residual value percenlages are:

Residual

Years Walue %

Buildings and leasehold impravements 10 - 50 0
Plart and eguiprment 3-20 a
Jet sircraft and engines 20 0-20
Mon-iet aireraft and engines 10 - 20 0-20
Adrerait spare paris 15— 20 0-290

These rates are in fine with thase for the prior year, with the exception of the residual valie assumption on wide-bodied aircraft {Boeing
747 and 767 and Airbus A330 aircrafty which was revised from 25 per cent o 20 per cent.

Deprecistion and amortisation rates and residual values are reviewed annually and reassessed having regard 1o commercial and
lechrological developrents and the estimated useluld life of assets to the Qantas Grougp.

{o) LEASED AND HIRE PURCHASE ASSETS

Leased assets under which the Qantas Group assumes substantialiy sl the risks and benefizs af ownership are classified as finance leases
Other leases are classified as operating leases,

Lirked tramsactions invoiving the legal form af a lease are accounted for as ane ransaction when & series of ransactions are negotiated
as one or take place concurrently or in seqdence and cannot be understood ecorarmicaiy alone.

Finiance laases are capitalised. A lease asset and a lease liability equal 1o the present vaiue of the minimum lease payments are recorded

at the inception of the iease. Any gains and losses under sale and leaseback arvangaments are deferred and amortised aver the lease term.
Capitatised leased asvets are amortised on a straight Ene basis ovar the periad in which benefits are sxpected 1o arise from the use of those
assets, Lease payments are allocated betwesn the reduction in the principal cormponent of the lease Hability and interast expense.

Fully prepaid leases are classified in the Statements of Finandal Position as hire purchase assets, 1 recognise that the finandng structures
impose certain obligations, commitments ardfor restrictions on the Qantas Group which differentiate these sircraft from owned assets.

Paymenis made under operating leases are expensed in the financiai year in which they are incurred.
Leases are deemed 1o be ron-cancelable if there are anticipated 1o be significant finandal penaities assodiated with termination.

Im respect af any premises rented under long-term operating leases which are subject o sub-tenancy agreerments, provision is made
for any shortfall petween primary payments 1o the head lessor less any recoveries from sub-tenants. These provisions are determined
on a discounted cash flow basis, using a rate reflecting the cost of funds,
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Notes to the Financial Statements continueds
for the year ended 30 lune 2004
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{(p) INTANGIBLE ASSETS
GOODWILL

Gaodwill, representing the excess of the purchase consideration plus incidental costs over the fair values of identifiable net assets acquired,
is amortised on a straight line basis over the period in which future benefits are expected 10 arise, or 20 years, whichever i the shorter.

The unamartized batance of goadwil is reviewed at feast each reporting date. Where the balance exceeds the valde of expected future
benefits, the difference is charged o the Staternents of Financial Performance.

For associales and joint ventures, the consolidated Finandal Staterments include the carrying amount of goodwill in the eguity accounted
Ifvestments’ anmying amounts.

OTHER INTANGIBLES

Airport landing slots reprasent the purchase consideration of the identifiable intangibles acquired, and are amorlised an a straight-line basis
over the asset’s astimated usell e, not exceeding 20 years. The unamortised balance of other intangibles is reviewsed at least each reporting
date. Where the balance exceeds the value of expected future benefits, the difference is charged to the Statements of Financial Performance.

{q) PAYABLES

Lizhilities for trade creditors and other amounts are carried at cost, which is the fair valie of the consideration to be paid in the future
for goods and services received, whether or not billed to the GQantas Group,

Deferred cash settlements are recognised at the present value of the outstanding consideration payable an the acquisition of an asset
discounted at prevailing commercial Domowing rates.

{r) FREQUENT FLYER ACCOUNTING

The Gantas Grodp receives revenue fom the sale of Freguent Flyer points o third parties, This revenue is recagnised in the Statements of
Financial Performance when it is received. The obligation to pfavide travel rewards 1o members of the Gantas Freguent Flyer nrogram is
progressively accrzed as points are accumulated. This accrual is based on the incremental cast (being the cost of meals, Tuet and passenger
axperisast of praviding the travel rewards. The accrual is rediuced as members redeem awards or their entitlements expire.

(s) EMPLOYEE BENEFITS

WAGES AND SALARIES, ANNUAL LEAVE AND SICK LEAVE

Liabilities for employee benefils far wages, salaries, annual leave {including feave loading), and sick leave vesting to empioyees expected

o be seliled within 12 months of the year end represent present obligations resufting from employees’ services pravided to reparting date.
These are caiculated at undiscounted amounts based on remunreralion wage and salaty rates that the Qanias Group expects to pay as at
reporting date indluding refated on-costs, such as warkers” compensation insurance and payrod ax.

LONG SERVICE LEAVE

The provisian for empliovee benefits Lo long service leave represenis the present value of the estimated fulure cash cuiflows to be made
resulting from emplayees’ services provided 1o reporting dale.

The provision is caiculsted using expected futiire increases in wage and salary rates incliding related on-costs and expected settlement
dates based on turnover history and is discounted using the rates altaching o nationa! government bonds at reporting date which most
clasely match the terms af maturity of the related liabilities. The unwinding of the discount is wrestad as lang service leave expense.
PROFIT SHARING AND BONUS PLANS

A ligbility is recognised for profit sharing and bonus plans, nckiding benefits based on the future vakie of equity instruments and benefits
under plans allowing the Qartas Group to settle in either cash ar shares,

SUPERANNUATION

The Gantas Group contfibutes 1o emplayes superannuation funds. Coniributions to these funds are recogrised in the Staternents
of Firnancial Performance as they are made. Fusther details are disclosed in Note 27,
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{1} PROVISIONS

& pravision is recognised when there is a legal, eguitable or constructive obligation as a resuft of & past event and it is probabie that

a future sacrifice of economic berefits will be required to settle the obligation, the timing or amount of which is uncertain.

it the effect is material, & provision is determined by discounting the expected Tutare cash flows {adjusted for expectad fulure risks)
required 1o settle the obligation at a pre-tax rate that reflects currenl market assessments af the time vaiue of money and the risks specific
o the Hability, being fisk free rates on government bonds most closely matching the expected fuiure payments. The unwinding of the
ciscount is freated as part of the experse related 1o the partictlar provision.

DIVIDENDS
A pravision: for dividends payable is recognised in the reporting pediod in which the dividends are declared, for the entire undistributed
amount, regardiess of the extent to which they wil be paid in cash.

EMPLOYEE TERMIMATION BENERTS
Provisions for termination benefits are aniy recognised when a detailed plan has been approved and the termination benefit has either
coremencad or been publicly annodnced, or firm contracts related 1o the termination benefit have been entered into. Costs related Lo
origaing activities are not provided for.

SURPLUS LEASED PREMISES
Pravision is made for non-canceliable operating iease rentais payabie on surplus leased premises when it is determired that no substantive
futire penefit will be obtained from ils occupancy and sub-lease rentals are iess than the operating lease rentals,

The eslimate is caiculated based an discountad net future cash flows, using the interest rate implicit in the lease or an estimate thersafl.

{NSURANCE AND OTHER

Qantas s a licensed seif-insurer under the New South Wales Waorkers' Compensation Act, the Victorian Accident Compensztion Act and
The Queensiand Workers' Compensation Act. Qantas has made provision for ali assessed workers' compensation labifities, together with
ar: estimate of liabifities incurred but nat reporfed, based on an independent actuarial assessrent. Workers' campensation for ail
rernaining emgloyees i insurad commerciatiy.

{u) EARNINGS PER SHARE

Basic earnings per share is determined by dividing the Qantas Group’s net prafit attribulahie ta members of the Company by the weighted
average number of shares on issue during the current financial year {refer Nate 351

Diluted earnings per share is calculated after taking o account the number of ordinary shares 1o be issued for no consideration in
relation 2o dilutive potential ordinary shares {refer Nate 355

{v} STATEMENTS OF CASH FLOWS
For the purposes of the Statements of Cash Flaws, cash indludes cash an hand, cash at bark and money market investments readily
convertible ta cash, net of outstanding bank averdsalts and short-term cash borrowings {refer Note 27).

{w) BORROWING COSTS
Borrowing costs include interest, amortisation of discounts o premiums relating 1o barrowings, amartisation of ancillary costs incurred
in connection with arrangernent of borfowings and foreign exchange losses net of hedged amounts an barrawings.

K]

Interest payments in fespect of financial instruments dassified a3 ies are indiuded in borrowing costs.

Where interest rates are hedged or swapped, the barrowing costs are recagnised net of any effect of the hedge ar swap.

Borrowing costs are expensed as incurred unless they relate to guakifying assets. Qualifying assets are assets that necessarily take a
substantial peried of time to get ready for their intended use. 1o these droumstances, borfowing costs are capitalised 15 the cost of the
assets, Where funds are barrowed generally, borrowing costs are capitaiised using the average interest rate applicable to the Qantas
Group's debt faciities being 6.6 per cent per annurn (20037 6.7 per cent) in the current year. Duting the year, borfowing costs tatalling
$49.2 million (2003: $82.7 milion} were capitalised into the cost of qualifying assets.

{x} EXPENDITURE CARRIED FORWARD

Material iterns of expenditure are deferred to the extent that the Qantas Group considers it is probable that future economic benefits
embodied in the expenditure wil! eventuate and can be measured reliably, do not relaze solely 1o revenue that has already been brought
o accoint and will confribute 1o the futire earning capacity of the Qantas Group. Deferred expenditure items inciude guarantiee Tees,
bank fees and other fees associalad with the establishment of lending facities as well a3 option premiums, and are amortised aver the

nerind that the future economic benefits will be recehved. The deferred expenditure in the Qantas Group Statement of Financial Position
at 30 Jure 2004 15 §88 .1 million {2003: $58.3 milion;.
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{y} INTEREST-BEARING LIABILITIES
Bank and ather loans are recogrised al their principal amaount, subject 1o set-off arrangements. Interest expense is accried &l the
contracted 1ate and included in "Other creditors and acoruals”.
{z} USE AND REVISION OF ACCOUNTING ESTIMATES
The preparation of the Financial Report requires the making of estimates and assumptions that affect the recagnised amournits of assets,
leipitites, revenues and expenses and the disciosure of contingent Eabifities. The estimates and assodiated assurmptions are based on
historical experience and vasious ather factors that are befieved to be reasonabie under the dircumstances, the results of which form the
basis of making the judgaments sbhout carying values of assets and liahilities that are not readily apparent fram other sources. Actual
results may differ from these estimates.
Qantas Group Qantas
2004 2003 2003
St A M
REVENUE FROM OPERATING ACTIVITIES
Safes and aperaung revenue
Related parties
- conirolied entities - 147 .4
- associates and jninl ventures 103.8 108.3
- ather related parties . : 202 1.7
Other parties -1 1,237.8 11,2506 04757
Dividend revene Sl
Related parties
- conirolied entities - 218,72
- associates S - 1.2
Other parties 0.5 03 03
Sales and opersting revenue S11,353.7 11,3749 9,963.3
REVENUE FROM QUTSIDE OPERATING ACTIVITIES '
Interest savenue
Related parties
- controlied entities - o7
- joind ventures - -
Other parties 107.7 G278
Proceeds from saie of property, plant and eguipment 207 6.0
Proceeds from sale and leaseback of non-current aseets - -
Total revenus from crdinary activities 17014 11,519.3 16,200.4 10,062 .8
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ERN
e
Qantas Group Qantas
2004 2003 2004 2003
SM $M i S

Prafit from ardinary acthities before related income tax expense L LR
includes the charging/icrediting) of the folowing iterns:
Borrowing costs

Related parties

- controlled entities - 506

Cthier partes e

- finance charges on capitalised leases ™7 182 252

- other borfowing costs 2254 2246 130.5
Less: capitalised borrowing Costs 827 {49.2} {8273
Total borrowing cosis 1724 ' 1736
Depreciation

Buddirgs 59 38

Plant and equiprsent 1242 104.2

Airgraft and engines — normal depraciation 319.0 2855

Aircralt and engines — accelerated depreciation 1.4 91.4

Airceaft spase parts 734 725
Total depraciation 6139 BE7 5
Amortisation

Leasehald buiidings 1.5 0.9

Leasehaid improvements 455 229

Leased piant and eguipment 0.4 -

Leased and hire purchased aircraft and engines 216.0 1917

Leased aircrafl spare parts 1.4 1.2

Goodwii 12.7 -

Airport landing slots - -
Total arartisation 2775 2167
Met fareign currency loss s 722
Loss an sade of aircraft, engines and spares 12.4 12.6
Loss/iprofit} on sale of property, plant and equipment - 0.1
Bad and doubtful debts 24 23
Operating lease charges

Man-canceliable aperating feases 2839 2232

Cancellable operaling leases 1495 149.4
Capacity hire — airoraft 3816 350.4
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Qantas Group Qantas
2004 2003 2004 2003
St A ; M
The prima facie income tax on profit Fom ordinary activites B
differs from the income tax charged in the Statements of
Financial Performance and is calculated as fallows:
Profit from ordinary activities 5023 443 5
Prima facie income tax experse at 20 per cent (2003 30 per cent)
on prafit fram odinary activities 150.7 1331
Addifless} adjustments for:
Mon-assessable income
Deferred lease benefits {0.23 0.2
lmipulation gross-up an dividends received - 28.2
Franking credils on dividends received - {94,135
Share of associates’ and joint venlures’ net profit (2.9} -
Ciner non-assessabie ncame - -
MNon-decictinle expenditure
Depreciason on buidings 0.6 0.7
Arnortisation of goodwill and ather intangibles 38 -
Arnartisaton of lease residual values 0.6 0.8
Other non-deductible expenditure 10.% 73
Other assessabieddeductiblel terns {76} 2.7}
Underfover: pravision in prior years 06 1.9
income tax expense related to current and deferred fax
transactions of the wholly-owned subsidiaries in the
tax-consolidated group - -
Recovery of income tax expense from wholiy-owned 3 T -
subsidiaries in the tax-consolidated groun - - {73.0) -
lncome tax expense relating to ordinary actvities 315.8 1557 238.1 EAR
Camprising: RS R
Australian income tax expense C3133 144.3 238.0 63.4
Overseas iNcame tax expense 2.5 114 0.1 76
""" 315.8 1557 238.1 710
Future income tax benefit arising from tax losses, not recognised e
a5 an asset because recovery 13 notl virtuatly certam 24.5 205 4.9 1.4

The futufe income tax benefit will only be obtained if:

B

B

B

future assessable income is derved of a nature and of an amount sufé

dtilised by anather entity in the Qantas Group in accordance with Division 170 of e Income Tax Assessment Act 1957,

the conditions for deductiility imposed by tax legisiation continue 1o be complied with; and

no changes in tax legisiation adversely affect the abiity of the Gantas Group 1o reakise the benefis,

wient to enabie the benefils 1o be realised or the benefit can be

As a conseguence of the enactmient of the Tax Consclidation fegislation the Company, as the head entily in a tax-consolidated groug,
axpacts 10 impiement tax corsolidation from 1 July 2003, Accordingly, the Qanias Group has appiied UIG 52 “Income Tax Accounting
under the Tax Consclidation Systern” in preparing this Financia Report.

The subsidiary-related deferred tax halances recogrised in the Company and the GQantas Group have been determined based on the
axisting Hming differences at the tax-consolidated group level,

Gantas is currently abtaining market valuations in stpport of its transition into the tax consolidation regime and intends to reguest

a Private Binding Ruling from the Austradian Taxation Office in relation 1o key aspects of the transition. As such, no amount fias been
recognised in the Financial Staternents for the year ended 30 June 2004 for any adjustment o carrent and deferred tax balances that
may arise as a consagience af implementing lax consalidation.
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ELEMENTS OF REMUNERATION OF SPECIFIED DIRECTORS AND SPECIFIED EXECUTIVES

Notes to the Financial Statements continueda
for the year ended 30 june 2004

Rermuneration fevels are cormnpetitively set ta attract and retain appropriately qualified and experienced Directors and Senior Executives.

Set out below s an overview of the elemeants of rermuneration provided to the Directors of Qantas (Specified Directars) and the Execitives
Ihroughout the year that had the greatest autharity Speciflied Executives) other than Executive Directors:

Elaments of Remuneration

Specified Directors

Mon-Executive

Exacutive

Specitied
Exectitives

Mirdmar salary leved

Fees

Fixed Arnual Rernuneration (FAR)
Superannuation cantributions
Travel entitlernents

Other benefits

v

NSNS

Shart-terrn incerlives

Performance Cash Plan (PCP: — Cash incentive

Medium-term incentives

Performance Share Plan (PSP)

Long-term incentives

Parformance Rights Plan (PRP)

A I N N N

SRS |IS S SN S

Ciosed/suspended
incertive pians

Deferrad Share Plan {DSP)

interin 2002/03 award only

Qantas tong-Term Executive incentive Plan (QLTER)
suspended 2002

Stock Performance Rights {SPRe)

closed 20 june 2604

tong-Term incentive Plan (LTIF)

closed 20 june 2004

Y

Post ernpioyment

Erd of service payments
Travel erilitlernents
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ELEMENTS OF REMUNERATION OF SPECIFIED DIRECTORS AND SPECIFIED EXECUTIVES continued

Bescription

Rationale

PRIMARY BENEFITS

Fepg

Man-Exectitive Director (INEDG fees are determined within an
aggregate Directors’ fee poal limit. An annus! pool of $1.5 milion,
sllocated Detween Directors” Fees and Cammitlee Fees was
appraved by sharehalders on 17 Cotaber 2002, Sharehaolder
appraval will be sought &t the 2004 AGM o increase this poal,

Cash Fees are the fees remaining after salary sacrifice components
such as motar vehicles and superannuation have been deducted.

Fees and payments to NEDs reflect the demands and responsibilites
wihich are made of Directors and reflects the advice of independent
rernunarazion consuitants ta ensuse MED fees and payments are
appropriate. The fevel of NED fees are reviewed annuaily

Effective 1 July 2003, each Director was paid an annual Fee of $100,0600 and the Chairman $400,000. Commiitee Tees were $20,000 per
Carmrmitiee Membership and $30,000 per Committee Chairmanshin. Effective 1 July 2004, the annual Tee for each Committes Chairmanship

welll ncrease 1o 940,000,

Fixed Annual Remuneration (FAR)
Guarantesd salary level from which superannuation and other
benefits are deducted through salary sacrifice.

Cash FAR is the FAR remaining after salary sacrifice componients
such as motar vehicles and superannuation have been deducted.

FAR i3 set with reference 1o market data, reflecting the scope of
the rode, the anigue value of the rote and the performance of the
person in the role. Tatal remuneration is reviewed annually and the
palicy is to reflect a middie of the market approach for the top 50
ASK listed entities.

Perfarmance Cash Plan {PCPY - Cash Incentive

The cash incentive is set ag a percentage of FAR and is payabie on
achieverment of 90% of the targe: Return on Tolal Gross Aszels
{RoTGAY and non-financial performance conditions relating

o customer, operational and people goals.

The performance condition of ReTGA being Earnings before
Deprecigtion, Reniais, interest and Tax (EBDRIT) divided by Total
(aross Assets was chosen as it measures financial performance thar
reflects an approgriate return on canital, Non-finandial measures
ensute appropriate batance is reflected in the execuiive’s performance.

Long-Term Incentive, Share Based Plans

Stock Performance Rights (SPR) Plan — closed in 2004

The cash benetit payable to Executive Directors on larmination
gler contract end date, or otherwise as determined by the Board.
The henefit was related to grawth in the Qantas share price.

The scherme was terminaled early at 30 June 2004,

Long-Term Incentive Program {LTIP) - suspended 1999 and closed

The LTIP granted & notional entitlement to shares. Vesting wias
based on Qantas’ Relative Total Shareholder Return {TSR) compared
o ASK 100 entities and giohal airfines, The vaiue on termination
ol ernplayment is based on the rumber of vestad entitlements

and the share price.

This performance condition linked remuneration and growth in
shareholder value.

in 2004
This performance condition linked remuneration and growth in
shareholdar vaiue.

Non-Cash benefits

Travel Entitlements

Directors and Specified Executives and their efigible beneficiaries
are entitled o receive a number of international and domestic

Hights annually &l no cost.

Pravides an effective farm of rermuneration as the value 1o the
individual 15 high and the cost 1o the company s minimal as the
onty cash outflow from the comparny is for the assaciated Laxes
and the marginal cost of carrying the passengear.

(ther Benefits

Includes salary sacrifice components such as motar vehicles,
memberships of appropriate professional associations and the
accrzal of stalutory long service leave.

Reflects market practice.

Reder tootnote 1 on page 16
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ELEMENTS OF REMUNERATION OF SPECGHED DIRECTORS AND SPECIFIED EXECUTIVES continued
Description Hationale

POST EMPLOYMENT BENEFTS
End of Service Payments

Executive Directors and Specitied Executives are entitled 1o senvice End of service naymenis are considerad effective setention
payments on terrunation, gererally based on FAR, as set out in mechanisms. These are paysble dpon cessation of employment
individual erpioyment contracks. and provide corpensation for constrainis regarding working for

& competitor for up 1o 12 months.

Superannuation Contributions
Statutory and salary sacrifice superarnuation payments made on Statutory requirernent,
hehail of the Direciors and Specified Executives.

Travel Entitlements
See commentary on travel entitlernents under non-cash benefits on page 15

EQUITY BENEFITS

Deferred Share Plan (DSP)

The DSP Terms & Conditions were approved by Sharehciders The provision of equily benefiis establishes & link between

on 17 October 2002, The DSP gaverns the provision of eguity sharehalder value creation, financial performance and executive
henefits, rermuneration.

Parformance Share Plan {PSPY

Deferred sharves are awarded, with the value being & percentage Tre perfarmance conditian aligns remuneratian and growdth in
of FAR, based on performance against balanced scorecard conditions  sharehalder value.

relating 1o customer, operational, people and financial performance.

Shares are Bield in trust and are subject o halding lacks. Upon
expiry of the relevant holding ladk, shares wifl be transferred to
the Executive, If thwe Executive terminates employment before the
holding lock is lifted, the shares are forfeited.

Performance Rights Plan (PRP}

Executive Directors and Specitied Executives may be granted rights The performance condition of tasget RoTGA was chosen in 2003
o acguire shares in Qantas at a future date far no payment. Vesting a5 it measures finandal performance that reflects ar. approgriate
is based on the achievement of annual RoTGA largets over the retuim on capital. This aligns remunerstion and growih in

thres years to 30 fune 2006, Vested righls may be converted inlo sharehalder value.

ordinary shares after three years, If the target is not met or the
Executive ceases employment priar to 30 June 2006, all of the
rights granted waill lapse.

Fuiure grants will be assessed against a relative TSR performance
conalition.

Qantas Long-Term Executive Incentive Plan (QLTEW) - sispended in 2002

QUTEIP granted entitlernents to unissued shares in Qanias in the Tris perfarmance condition aligns remuneration and growlh in
yaars ended 30 June 2000 and 2001, Vesting is based an Qantas sharehalder value.

Relative Total Sharehoider Return {TSR) compared ta ASX 200
entities and giobal airines. Entitlemerits vest betwaen three and

five years following award date and are conditional an the Executive
rermaining employed. To the extent that Entitiements vest, they rmay
be tonverted into ordinary shares within eight years of the grant
date in propartion o the gain in share price after which entitlements
will tapse.

1 The Board can exercise #s disoretion 10 adgust the PCP or PSR
is in place o take into account adverse externat factors ihat may
Baee o control over external global events, howeesern, they ane acc
a0t axercised this discretion i relaton 1o any of the plans in opes

@ Compaiy Goes not meel it farget as apgroved by the Soard. This disoretionary ehement
impact the aigine. The rationals for this is e Executive Directors and Spacified Ex
table for the abitity of 1 e o cope with external events. To date, the B
i0n.

sard s
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Set out in the following tabies are the remuneration for the Specified Directors and Specified Executives of Gantas dusing the finandial year
anded 30 June 2004,

REMUNERATION OF NON-EXECUTIVE AND EXECUTIVE DMRECTORS FOR THE YEAR ENDED 30 JUNE 2004

Specified Directors

Primary Post Emplayment Equity
Benefits Benefits Benefits Total
Cash Faes/! teon-Cash End of Super-
Cash FAR incentives  Banefits Totat Sendce  annuation Travel Total
$ 3 3 kY $ 3 3 kY kY $
Fargaret fackson,
3,758 02,656 464,412 13,002 9,308 20,302 484,714
Pa Aselersan,
[ Ewpciliive Dirpctor TO0,050 285 140,285 4 850 4450 704,935
Rk oo,
- Execiiive Director ©h,6417 25,885 92325 93,149 4,853 45,759 188,125
zicia Criss,
fal-Expcitive Directar
3 January 2804 - 30 Jizne 20043 £5,00%° £5,000 5,501 2325 7826 72,826
Trevty Ezstwannd,
i 140,080 5,756 145,756 13,002 4,655 15,652 161,438
150,080 13,918 163,918 13,002 4,655 15,652 179,568
féor-Executive Direcior
3 Jube 2003 17 Roversber 2083) 38,250 3,855 42,105 3,443 1,938 5,381 47,486
Rovges Mayrasd,
Fgr-Expcaliive Directar 120,808 120,000 143,800 4,853 15,480 135,450
lammes Packer,
FeorrExpcative Diredtor
i3 ®arch 2004 - 33 June 2004} 33,333 33,333 3,000 1,550 4,550 37,883
Ioin Schuber,
Fgr-Expcaliive Directar 120,080 14,845 134,845 143,800 4,853 15,480 150,295
Féick Tait,
Fgr-Expcaliive Directar 140,080 FRITE 147,071 13,002 4,853 15,852 162,723
Gouff Dison,
Chigf Expcusive Officer 1,640,857 159343%° 384077 3588368 1466237 72,000 18,600 1,556,832 94607 £091,:7%
Peter Gregy,
Chig cial Offices 9888337 BABADST 34094% 2188379 844,209 17,800 18,600 BRBOGDY  53257F 3611580
Todal zemunesation for
Specified Gireciors 3974 869 2462 040%  B39087 7.2857%G 2310441 258,501 84,863 2653805 9478544 13428245
ExgCestve Directors receive Cash FAR and do not recede Director Tees. M Dixon's FAR for the year was $1,800,000 {20003 517,600,000 fess salary sacaticed
componests of $158 344, B Grega's FAR for the year was $1,080,000 (2003 $860,000) salary 52 Foomponents of $91,167,

Fees are stated alwer deducting $28,244 in salary sacrifice or 815 Jacksen and $83, 1 iAr Coadd.
meludes payments for services rendered as Chairman of the Qantas Superannuation dmited.
i s lees for Roger Maynard arg paid divectly to British Airacays Fio

o Long-term moentive plans, retar to page 1%,

foda! NED Fees paid mddisive of salary sacriticed elemends was $1 4% 583 Cash Feas totatted 51,344,950 and Cash BAR wotatled %2, 675639,

Comprises Cash incentives totalling $3,985,000 and Long-term incentives totaifing $477,040,

Equity Benefits Psp FRP QLTER Dsp Total
$ % § $ $

Gpoff Dinon 326
Paber Gregg 203,

75 71,250 vHB33 0 371239
120 RERZEY 85417 192435

Directors’ and Officers liability insurance has not been included in the above figures since it s nat possibie ta determine an appropriate
allocation basis,
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REMUNERATION OF SPECIFIED EXECUTIVES FOR THE YEAR ENDED 30 JUNE 2004

Specified Executives and the Highest Remunerated Executives

Primary Post Employment Equily  Other
Benefity Benefits Benefits Benefit Total
Non-Cash Endof  Super Termin-
Cash FAR incentives  Benefits Total  Sewvice annuation Traval Total ation
3 3 kY kY $ 3 3 3 3 kY
Dy Arkams,
Executive Goneral Menager:
Ausagizted Businesses 574310 23NE0L 10BBEZ 934170 142500 82,054 9300 233854 151497 ~- 1,299,515
Fiona Balfour
Chief Information Officer s
Executive Goreral Manager
Cardas Business Senvices 506862 180503 190343 BRYODS O 1S8175 56,172 9300 223,647 a7 89717 - 1,233,543
b Bosghti,
poutive General Manager
658,321 200000 193285 4141806 133428 110,209 9300 252,837 166,350¢ -~ 1,560,893
K Browr
Expcutive General kanager
Pengle 633,280 221000 131812 983059 166,299 36,754 9300 212,353 2:377X ~- 1,419,224
Grar Fenn,
Executive Goneral Menagers
Airpores and Cateris 629,51 221000 174568 1,025121 135822 11,918 9300 1hEB40 140,598 ~- 1,322,539
Diavied Forsyts,
Expcitive General Manager
Aircraft Operstions {1 july 2003
- 15 Decerrhe: 2003) 314,517 3,587 83,828 422326 130,000 38,878 9300 IVRIVE 1082970 328508 9,009,295
Tota rervuresztion for
Specifn Execitives 3314254 1 156,587 BBZ4B6 5353327 B6H024 335,985 55,800 1,257 B0G 8753837 328500 7815029

Thie Corporations Act requires the disclosure of the five most highly remangrated Execative Oficers of the Comparny. Gng Qantas Executive, who did not meet
the definition of a Specitied Erecutive, is one of 8 2 rost highdy res £ s

Benehits on termdnation, #is remuneration s set out belowe on the same basis a5 the

sl Arslerson,

Gronips Gensra) Manac

Ao (1 duly 2083

31 Decerpher 2003) 364,067 18397 382164 £1,004 32,428 4650 98,078 R4ETZY 413000 957914

i additian to #ae smmoneration samed in the Gt voar, Mr Andersen feceived payment of $656 833 resulting from serdce fermination mrodsions within his
emipioyment contract and accrueed long servics id acorued price 01 Sy 2003 My Anderson has 518,000 entiterments wnder the
CLTES chwall fapse 12 months alter his fermination date undess corwerted.

V'

1 For Long-Term incentie plans reter o page 1%
ritives totatling $1,153.000 and tongaerm moentives iofalling §3.587.

F Coerprises Cash inde

3 Eguity Benefits PRP  QLTEP osp Total
5 5 & &
senis Adams FERYY] A8,972 #{), 397
Ficasa Baltour 18,561 23,917 53,013
sohin Bosgigis a8 48,972 G2 0AG
K 18,501 133,000 T1LEN
Cirant Fe FERYY] 48,972 64, 504
Craviic Forsyth wo AR 5,263 00,2M
sohin Andersan A8,972 10, 70 SRy

Directors’ and Officers’ lisbility insurance has not been inciuded in the above figures since i is not possible 1o determine an appropriate
allacst:on hasis.
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The Corparations Act requires specific disciosures regarding the nalure and amaunt of each elerment of remunreration: of sach Director and
sach of the five named Executive Officers of Qantas recaiving the highest rermuneration. i is the view of the Directors that the disciosures

inn s note, supplemented by the information beiow, meet the Corporations Act reguirements,

Differences in Disclosure of Amounts of Remuneration

The measurement hasis of three slemenis of remuneration are differest to that used by Qantas in #s previous Directors’ Report disclosuses

under the Carparations Act. The impact of the differences are set out belaw:

Post Emplayment Benefitg Geoff Peter Denis fiona John Kevin Grant David

— End of Service Payments Dixon Gregyg Adarns Balfour  Borghetti Brown Fenn Forsyth
% $ $ $ $ ¥ ¥ $

Earned in the current year 1,466,232 844.20% 142,500 158,175 133,428 166,258 135,622 130,000

Earned in priar vears 4,314,983 2,020,290 507,500 152,169 BAE 138 195,360 497,281 570,000

Paid i the current year - - - - - - - {700,000)

Total value of end of service

payments pravided for

up to 30 June 2004 5,781,215 2.,864,49% 1,050,000 310,344 071,566 361,659 532,502 -

These benefits are payable upon termination of employment, if at feast five vears of service has been rendered under a fixed term contract.

These benefits have been historically disclosed in remuneration at termination of employment.

Primary Benefit Geoff Peter David
- Long-Term Incentives Dixon Gregg Forsyth
¥ $
Earned in the current year 283,435 193 605 3,587
Earned in priar vears 528,904 43,445 36,653
Paid i the current year - - (40,2407
Totad value of long-term incentives
provided for up o 30 June 2004 B12,339 237,050 -

The henefits abave were acorued under the LTIP and 5PR plans as well as & vested end of service payment for b Dixon. Previousty, these
amaunts were disclosed in remuneration at the time of payment. My Forsyth received payment under the TP on termination of his
amployment. Pursuant to employment contract renegotislions the amounis provided for Mr Dixon and Mr Gregg wilt be paid early

and the Plans closed.

Primary Benefit Geoff Peter Denis fiona John Kevin Grant David
- Long Service Leave Dixon Gregyg Adarns Balfour  Borghetti Brown Fenn Forsyth
% $ $ $ ¥ ¥ ¥ $
Earned in the current year 144,384 212,926 33,813 45,303 57,723 21,515 50,333 38,167
Earned in priar vears 377.534 731,704 103,886 118,712 583,562 25,567 131,332 329,333
Paid i the current year - - - - - - - {367.500)
Totad value of long service leave
provided for up to 30 lune 2004 521,918 544,630 137,659 164,015 641,285 47,082 181,665 -

Long service feave benefit has historically heen disclosed in remuneration when taken or when paid as a terminatian payment.
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SUMMARY OF KEY CONTRACT TERMS

Non-Executive Directors

In addition to Directar's Fees and the asscciated superannuation cantributions, all Mon-Executive Direclors and efigible beneficiaries receive
trave! entitlernents. The Chairman is entitled ta 4 infernationa! trips and 12 domestic trips per calendar year and all other Nan-Execiitive
Directors are entitied 1o 2 internationad trips and & domestic trips each calendar year. These flights are nat cumulative and wil lapse if they
are not dsed dusing the calendar year in which the entitlerment refates. Post emiployment, the Chairman is entilfed 1o 2 international trips
ard B damestic rips per year of service and all ather Mon-Executive Directors are entitled o 1 international and 3 domestic trips per year
of service.

Executive Directors

The key contract and other terms of the two Executive Direclars are set oul below. The two Executive Directors have renewedfravised their
contracts effective 1 July 2004, The term of My Dixon's contract extends beyond the current contract in place st 30 June 2004 as noted
belowe. M Gregg's tenure remaims the same. The impact of the change in conlracts has been nated in the relevant categaries helow:

Contract details Geotf Dixon Peter Gregg

Length of existing contract 1 January 2002 fo 31 December 2005 1 january 2002 fo 31 December 2006
Mewy contract 1 July 2004 1w 1 July 2007

Date of review of contract Mumber af months prios to the end of contract:
& reonths (Mew contract nil manths} & months

Fixed Annual Remuneration (FAR) 52,000,000 $1,200,000

FAR can be taken as cash or non-cash companents sueh as motor vehicies and superannuation
contributions. in addition, M Dixon and Mr Gregg receive aliowances far finandal planning and
nrevenlative heasltheare.

End of service payments Mumber af manths FAR and othier payments available on early termination of contract:
24 manths pius §500,000 18 manths plus §120,000

Addiional months FAR and cther payrments availzble on termiration:
13.2 months after 37 Decamber 2005 18 months plus $275,000 affer 21 December 2006

Mr Dixan was entitled 1o a payment of $100,000 on termiration or otherwdse on 31 December
2004, This was paid early as part of Mr Dixon's contract fenegatiation.

Stock Perfarmance Rights {SPRs} held by Mr Dixon and Mr Gregg, payable on condusion af con-
Tract terrn, will be paid eary as par? of conlract renegotiationfravision. The benefit was relzled 1o
growth in the Qantas share price. No SPRs are included in the newTevised contracis.

575,000 5PRs paid early at $316,250 431,000 SPRs paid eatly at $237 050

Termination of employment Tarmination without notice: ermployment can be terminaled immeadialaly waithout notice oy
payment in fleu of notice) if, in the apinion of the CEQ (of the Board in the case of the CEQ),
The Executive is or hias been erigaged in serious misconduct, becomes bankrupt or makes
an arrangermenrd or camposition with creditars, or witfully and persistently breaches their
employment conlract.

Termination with notice: employment can be tarminated during the contract period with
12 months written notice.

Woluntary termination: volurtary termination feguires writlen notice of 6 manths,

Mr Gregg is entitled 1o 12 months FAR (in addition to existing end of service arrangernents), if his
employment is not requited by an incoming CEO or he is offerad a position which is significantly
diminished in terms of responsibility. My Gregg is also entitled to 6 months FAR (in addition ta
existing end af service arrangements) if he voluntarily terminates after & change in CEQ.
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SUMMARY OF KEY CONTRACT TERMS continued

Executive Directors continued

Contract details

Geoff Dixon Peter Gregg

Travel benefits

Avaiiable to the executive and 2ligible beneficiaries:

fach calendar vear throughoul confract term and post employment:
% 4 international
b 12 domestic

& 4 international
5 12 domestic

Performance Cash Plan
- {ash incentive

Target of 60% of FAR Target of 50% of FAR

May be greater than or fess than the target amount. Perfarmance targets are in selation 1o people,
ogerational, custorner and financial performance.

Deferred Share Plan

250,000 deferred shases and 27,777 shate
rights vesting an 31 Decernber 2005

150,000 deferred shares and 16,666 share
righis vesting on 20 August 2006

These deferred shares and share rights were approved by shareholders at the 2002 AGM. The
shares are held in Trust, Whilst the shares remain in Trust, the Trustee may resalve 1o distribute
as cash ta Mr Dixan or My Gregg any dividends paid o the Trustes as the registered holder of
the shares. These are reported as an Eguity Benefit in the period the dividend is declared and

Specified Executives

Contract details

Denis Adams fiana Balfour lohn Borghetti

Length of Contract

1 Movernber 2001 10
1 Movernber 2006

10 February 2003 1o
31 Decernber 2006

1 Janwary 2003 o
31 December 2007

Fixed Annual Remuneration {FAR)

$700,000 $625,000 850,000
$730,000 effective 1 July 2004 $650,000 effective 1 July 2004 $900,000 effective 1 July 2004

FAR can be taken as cash or non-cash components sdch as motar vehicles and
sdperatinuation contsbutions.

End of Service Payments

Mumber of months FAR IF completed at ieast five years service under a fixed term contract:
18 monts 12 manths 12 manths

W Borghetyi receives an additional & manths FAR if he remains in employment with Gantas cnti
21 Dacember 2007

Termination of Employment

Termination without notice: employrment can be terminated immediately withoul natice for
payrent in lizu of notice} i, in the opinion of the CED, the Executive is or has been engaged in
seriows miscondict, becomes bankiupt or Maxes an arfEangament or compasition with creditors, of
wilfully and persistently breaches their employment contract.

Termination with notice: empioyment can e terminated during the contract period with
12 months written notice ar paymenl in lieg.

Votuntary termninglion: voluntany termination requires written notice. The contract notice periads
are between 3 and 6 months, however Qantas may choose to make payment in fieu.

Travel Entitlements

Exectitive’s and eligible beneficiaries are entitied to between 2 & 4 infernational and 6 & 12
domestic fiights, at no cost, throughout the year. Post employment the entitlements are
2 international and & domestic flights.

Perfarmance Cash Plan
- Cash incentive

Annuai target cash incentive is 30% of FAR. Performance targets are i relation to peopls,
aperational, custamer and financial perfarmance.
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SUMBMARY OF KEY CONTRACT TERMS continued

Specified Executives

Contract details Kevin Brown Grant Fenn David Forsyth
Length of contract 27 QOctober 2001 10 1 Movernber 1999 1o 20 December 1939 10

21 October 2006 31 Ociober 2004 15 December 2003
Fixed Annual Remuneration (FAR}  $700,000 $700,600 $700,000

5720,000 effective 1 July 2004 §730,000 effective 1 July 2004  Not applicabie

FAR can be taken as cash or non-cash companents such a3 motor vehicles and
SEPEerannuatian contributions,

End of Service Payments

Mumber of months FAR i completed at least five yaars senvice under & Tived term contract:
12 months 12 months 12 monihs

Termination of Employment

Termination withoui notice: employment can be terminated immediately without notice {or
payment in feu of notice) if, in the opinion of the CED, the Executive iz or has been engaged
in serous misconduct, becomes bankrupt or makes an amangement or composition with
creditors, or wiifully and persistently breaches their employment contract,

Termination with notice: employment can be tarminated during the contract period with
12 months weritten natice of payment in feu.

Wolirtary termination: voluntary termination reguires writlen notice. The contract notice periods
are betweean 3 and & manths, howevey Jantas may choose o make payment in e,

My Browwn is entitied to @ maonths FAR {n addition to existing end of service armangements) if his
employment is not required by an incoming CEQ or he is offered a positian which is significantly
ciminished in terms of responsibility,

Travel Entitlements

Executive’s and eligible beneficiaries are entitled 1o hetween 2 & 4 international and 6 & 12
dormestic flights, af no cost, throughoul e year. Post employment the entitlernents are
2 international and & domestic flights.

Performance Cash Plan
- Cash incentive

Arnual target cash incentive is 30% of PAR. Performance fargets are in refation to people,
operational, customer and financial performance.

EGUHTY INSTRUMENTS

Set out in the fofowing tables are the haldings of equity instruments granted as remuneration fo Executive Directors and Specified
Executives. No other Director, Specified Execuitive or personally related entities directly or beneficially held any ather shaves, aptions or
rights in the Qantas Group ather than as set oul below.

Parformance Share Plan {PSF)

Detgils of entitlements over shares in Qantas pravided as remuneration during the fnandal year 1o Executive Directors are set aut below.
Mo performance shares weere granted ta Specified Executives during the 30 June 2004 year For more infarmation on the opefation of the

PSP see page 16.

Number of
Performance
Number of Shares Vested
Perfarmarice  and Transferred
Value at Balance at  Shares Granted 1o the Executive Balance at

Grant Date Grant Date 30 June 2003 during the Year during the Year 30 bune 2004

Executive Directors

Geofl Dixan 16 Cct O3 5362 - 125000 {62, 500; 62,500
Pater Gregg 16 Qct 03 5362 - 0,000 {40,000; 48,000

Mo areount fias been paid, o 15 pavable in relatian to these performance shases.
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EQUITY INSTRUMENTS continued
Performance Rights Plan {PRF)

Details of rights aver ordinary shares and vesting criteria for each Execitive Director and Specified Execiitive are set out below. They are
provided on a one right 1o one share ratio and induded as remuneration. They are subiect to a performance hurdie heing achieverment
of an annual RoTGA target over the 3 years 1o 30 June 2006. For mare information on the operation of the PRP see page 16.

Number of
Performance
Rights
Mumtbier of Vested and
Performance  Transferred 1o
Value at Balance at  Rights Granted the Executive Balance at
Grant Date Grant Date’ 30 June 2003 during the Year during the Year 30 June 2004
Executive Directors
Gectf Dixon 16 Cct 03 $3.04 - 125,600 - 125,000
Peter Gregg 16 Qer 03 $3.04 - 80,0600 - 80,000
Specified Executives
Deris Adams 15 Oct 03 $3.09 - 35,600 - 35,000
Fiana Baifaur 15 Oct 03 $3.09 - 30,600 - 20,000
john Borghetii 15 Oct 03 $3.09 - 40,600 - 40,000
Kevin Brown 15 Oct 03 $3.09 - 30,600 - 20,000
Grant Fenn 15 Oct 03 $3.0% - 35,600 - 35,000

David Forsyih -

Fhe fair value of Ensilemenis s caloidated ot the date of grant using o Black-Schaoles Ootion Vaiuation methodoiogy.

The rights were grantad with a nif exercise price. No amount has been paid, of is payable, in refation to these rights, They are tested an

30 June 2006 and any unvested rights wil! lapse mmediately. A1 30 June 2004, no rights had vested and nonre had lapsed.

Deferred Share Plan {DSP)

The number of securities over shares in Qantas provided as rermuneration under the DSP 1o each Executive Director and Specified Executive
is set out below. No securities were granted under this Plan in the yesr ended 30 June 2004, All securities fisted belaw remsin unvested at
30 June 2004, For mare information on the operation of the DSP see page 16,

Batance at Balance at
Grant Date 30 June 2003 Lapsed 30 lune 2004
Executive Diractors
Geotf Dixon 17 Gt 02 280,834 - 280,834
Peter Gregg 17 Gct 02 168720 - 168,720
Specified Executives
Deris Adams 31 Dec 02 71,054 - 71,054
Fiana Baifour 31 Dec 02 42,751 - 42,751
john Borghetii 31 Dec 02 81317 - 81,317
Kevin Brown 31 Dec 02 62,433 - 62,433
Grant Fenn 31 Cec 02 51,216 - 61,216
David Forayth 31 Dec 02 63,294 i3, 254) -

Securities will vest if the Executive Director o Specified Execiitive remains emploved through the relevant
beer paid or are payahie by the Executive Directors ar Snecified Executives in relation o the securities.

vesting period. No amounts have
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Qantas Long-Term Exacutive Incentive Plan (QLTEIP)
Detzils of entitlerents over shares in Qantas pravided as remcneration undes the QETEIP 1o each Executive Director and Specified Executive
are set oul helow. For more infarmation on the operation of the QUTEIP see page 16

Mumber of Number Number
Entitlements Balance at Balance at Vested at Unvested at
Granted 20 lune 2003 Expired 30 june 2004 30 June 2004 30 une 2004
Executive Directors

Geoff Dixan 2,045,000 2,045,000 - 2,045 000 {1,738 693) 206,307
Peter Gragg 838,000 828,000 - 838,000 {705,603 132,397

Specified Executives
DCenis Adams 518,000 518,000 - 518,000 {437 809} 80,131
fFiora Balfour 210,000 210,000 - 210,000 {175,701 34299
lohn Barghetti 518,000 518,000 - 518,000 {437 809 80,131
Kevin Browen 250,000 350,000 - 350,000 - 250,000
Grant Fern 496,000 496,000 - 454,000 {A18,344) 77656
Dravid Forsyth 216,000 816,000 - 816,000 {691,161 124,839

Mo fusrther vesting occurred for Executive Directors and Specified Executives in the year 1o 20 June 2004, All vested entitlements are

exercisable. David Farsyth's entitlernents will expire 15 December 2004 being 12 months after terminatian

Equity Holdings and Transactions

The movament durng the year in the number of ordinasy shares of Qantas held directly, indirectly or beneficialyy, by each Specified Direcior
ard Specfied Executive, including their personally related entities, is as foliows:

Interest Acguired Acguired interest
irt Shares at as through Purchased/ irr Shares at
30 lune 2003 Hemuneration' DRP? {Sokd) Lapsad 30 lune 2004
Directors

Margaret Jackson 147,338 - - - - 147,338
Geofl Dixan 226,711 125,000 3,280 - - 455,001
Pater Gragg 173,460 80,000 1,216 - - 254,676
Paul Andersan 25,000 - - - - 25,000
Mike Codd 11,007 - 570 - - 11,577
Patricia Cross - - 47 2,000 - 2,047
Trevar Eashwond 12,434 - 644 - - 13,078
Jirn Kennedy 1,675 - - - - 1,875
Trevor Kennedy 122,750 - - {71,775) - 50,575
Roger Maynard - - - - - -
James Packer - - - - - -
lohn Sehihert 34753 - - - - 34753
Mick Tait 1,542 - &3 - - 1,675

Specified Executives
Denis Adarns 45,598 - 1,130 {9,167} - 87,961
Fiona Balfour 71,618 - 1,483 - - 73,101
lohn Borghetti 45 380 - 794 - - G6, 176
Kevin Brown 81,501 - - - - 21,501
Grant Fenn 75,566 - 807 - - 76,373
David Forsylh 03,648 - 1,743 - {60,000} 35,391

1 See detals of the PSP on page 22 in this Mote
7 Dhaidend Reinvestment Pan (DRE.

LOANS AND OTHER TRANSACTIONS WITH SPECIFIED DIRECTORS AND SPECIFIED EXECUTIVES

Loans

Mo Specified Disector or Specified Executive heid any foans from the GQantas Group dusing or at the end of the year,

Other Transactions with the Qantas Group

& nurmber of Specified Directors and Specified Executives, or their personaily related entities, hald posilions in other entities that result
in them hiaving control or significant influence over the finandial or operating policies of these entilies.

The Publishing and Broadeasting {PBL} graup is a relaled entity to Mr Packer. During the year PBL purchased air travel of $11.8 mallion
fram Qanrtas. Al fransactions were conducted on normal cammercisl terms,
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f
iE.
Qantas Group Qantas
2004 2002 2004 2003
50040 3000 50060 $000
Audit services R R
Auditors of Ganlas — KPMG 1,810 1,358
Cher services: T
Auditors of Gantas — KPMG R
Oiher audit wark 531 - 426
Financial reporting assistance 186 166
Bue diligence &17 : 586
Tax corepliance 7 354 o 305
User acceptance testing - 73 - 73
Total ather services T 1.498 1861 1,426 1,560
KPRAG related practices 152 75 152 56
Totat fees paid o KPMG 3,615 386 3,078 2,974
2003 2004 2003
3% S $
Cash on hand 38 3.9
Cash at hank 4.8 628
Cash at calt 233 324
""" 335.9 121.9 99.5
CURRENT S SR
Trade debtars T 958.3 7156 - g0LT 6723
Less: provision for doubtful debis 18.G 241 16.7 35
""" 940.3 6815 B850 640.4
Trade debtors L PR
Related parties
- condrolied entities - 656
- associates and jninl ventures 18.4 19.3
- ather related parties 595 586
778 1435
Loans owing from
Related parties
- conirolied entities - 19.8
Short-terrn money market secusities and term deposits 1.894.0 1.8%4.0
Aireraly secdrity deposits 559 590
Sundry debtors v
Related parties
- eonfrolied entiies - - 1.8
Other parties 67.2 1477 116.7
2,116.3 28670  2,203.4 28752
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Qantas Group Qantas
2004 2003 2604 2003

SM $M i S

NON-CURRENT
Loans owing from
Related parties

- controiled entities - 17310
- associates and joint vernlires - -
Cther parties 7.8 -
Aircratt security denosits oo A2B5 129.1 128.9
Sundry debtors T
Ciher parties 355 296 200
"""" 304.6 1765 15799
Currert and ron-currert aircraft security deposits have been pledged a5 security to providers of sircraft finance,
Binve
CURRENT
At cost L
Engineering expendables L 3049 3297 309.4
Cansumagle stores PR 1% : 3 4.1 36.1
Wiork in progress 32.6 592 541
L 3743 4290 - 3472 399.6
At net realisable vaiue S S D RN
Aircealt spase parts held for saie 1.2 1.3 1.2 13
""" 3755 4303 3484 400.9
1 Oiher
NON-CURRENT
Unfisted investments L
Cantrolled entities at cost (refer Mote 28} - C 472N 3317
Assaciates and joint veniures at cost {refer Note 30} - 2843 310
Other corposations st cost 1019 204 121
wle 7772 3743
1L Dtner assets
CURRENT . _
Advances, pfepayments and ather S 1336 - 157.7 1078
Deferred expendituse 58.6 471 359
""" 192.2 2043 143.7
NON-CURRENT 3 R 3 R
Deferred expenditure P ' % I 583 833 233
Otner 2.8 27 1.6 16

90.9 61.0 64.9 24.9
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Qantas Group Qantas
2004 2003 2004 2003
Sh A4 S M
MON-CURRENT
Freehold land - owned
AL cost K 59.4 47 2
Leasehotd fand B e
Al cast 0.1 02 - -
Totalland atcost 59.5 506 41.2 47.2
Buildings - owned e
At cost 55. 1523 110.5 107.8
Less: accurmulated depreciation 63.1 S8 48.1 43 8
"""" 92.1 055 624 64.0
Buildings - leased '
AL cost at1.2 280
Less: acedrmulated amortisation E 17.0
. 263 12.0
Total huildings e
Atcost 216.4 2135 136.8
Less: accurnuilated depreciation and amortisation 105.3 919 608
Totat buildings at net book valuee 114.% 1216 6.0
Leasehold improvements
At cost ~1,3519 1,263.7 6215
Less: accarndlated amortisalion 728.5 686.7 3490
Totat leasehold improvements at net book valee 623.4 577.0 3325
Flant and equipment - owned ST -
At cost 16815 1,608.0 1,217.8
Less: accurnuilated depreciation 1.055.0 8701 642 8
6379 5750
Plant and equipment - leased
AT cost 7.0 - -
Less: acedrmulated amortisation 55 - -
‘ e - -
Total plant and equipment RN e
At cost L ULEBES 16154 71,2984 - 1,217.8
Less: accdrmuiated deprecistion and amartisation 1061.1 8756 F22.0 647 B
Totat plant and equipment at net bookvalee 6274 6394 576.4 5150




28 Cantas Francia Report 2004

Notes to the Financial Statements continueda

for the year ended 30 june 2004

Qantas Group Qantas
2004 2003 2604 2003
SM M it Shi
Adrcraft and engines - owned
At cost 91435 0 86393 E5327 . 61302
Less: accumulated depreciation 30299 2,466.0 2,581.3 21716
61138 61733 39514 3,958.6
Adrcraft and engines - hire purchased e . RS
At cost 73,3519 27770 5,158 4,205.0
Less: accumulated amortisation 501.8 7846 7353 7852
27504 1,992 5 48228 3.419.8
Aireraft and engines - leased I RN
Atcost 8635 1,107.6 . 7370
Less: accumulated amortisation 357.4 485 4 183.7 2988
""" 506.1 6182 2718 4382
Total aircraft and engines R e
At cost 13,3589 12,5240 12,1463 1 11,0722
Less: accumulated depradiation and amortisation 398914 3,7400 3.506.3 32556
Total aircraft and engines at net book value '9,360.8 8,784.0 7 8,646.0 7E8166
Aircraft spare parts - owned . RS
Ateost 7299 757.8 684.3
Less: accumulated depreciation 363.8 356.0 3396
""" 366.1 4018 344.7
Ajrcraft spare parts - leased .
AL cost 235 19.8
Less: accumulated amortisation 38 13
196 . 185
Total aircraft spare parts s LT
At cost 7507 7813 6621 704.1
Less: accumulated depradiation and amortisation 366.8 3594 348.5 3409
Total aircraft spave parts at net book valve 383.4 a4 3184 3632
Manufacturers' deposits IRt
Progeess payments at cost 1.081.% 8295 611.7 3380
Total property, plant and equipment S T
At cost - 18,507.4 17,2866 - i5.682.1. 14,197 6
Less: aecomulated depreciation and amortisation 6,.250.8 5,854 1 5,009 46491
Total property, plant and equipment at net book value 12,256.6 11,4325 10,673.0 95485

The Qartas Group has historically depreciated aircraft on a straight-line basis over a period not exceeding 20 years with a residusl vaiue

not excesding 25 per cent of the original cost.

During the year, Qantas changed the residual value assumption on wide-badied aircraft (Boeing 747 and 767 and Airbus AZ30 aircrafi)
fram 25 per cent to 20 per cent. This rediction in residual value is more dasely afigned 1o the likely fulure resale value of the aircraft. The
effect of the revision in residual value assurnpiion was to increase denreciation expense by $24.0 milion for the year
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Cpening Clasing
Wfritten Written
Bown Down
Walue Additions Disposals Transfers Depreciation Other* Walue
2004 2004 2004 2004 2004 2004 2004

QANTAS GROUP $M sat M . oo o o
RECONCILIATIONS ' PR ) T - —

Freghold land — owned 59.4
Leasehaid land 0.2

Total land 596

Buildings — owned 555
Buildings — leased 261

Total buildings 1216

Leasehold improvements 5770

Plant and equipment — owned 637.9
Plant and equipment - ieased 15
Total plant and equipment 639.4 167.9 {8.9) - '{121.9}

Aireraft and engines — owned 6,173.3 _'-_"-""39'!.6 S - {62.8) LETeE) R S
Aireralt and engines — hire purchased 1,062 5 R 1 5 TR £ ¥ % IR {20243

Airceaft and engines — eased 6182 654 (1183) 38 {55.1}
(72877

Total alreraft and engines 87840 o 5059 (198.2) 9039
Aircraft spare parts — owned ATEUUEBY () (75

Adrcealt spase parts — leased 196 1.t {1.1) - {t.8) ST s

61136

566.1

Total aircraft spare parts 4214 65.0G {2.6) - {77.2} {22.7) 3839

Manufacturers” deposils 8295 ) 1,116.8 - {003.9} . - 394 1.081.5

Total property, plant and equipment 114325 . 2,047.6 {210.8) - {9811} 9.0 t2,256.6

ForOiher® for the Qantas Group nckedes translers o mveniones and interest capisalised in manofaciurers’ deposits.

QANTAS $M b3 M M st M S

RECONCILIATIONS G T T T T

Freehold land — owned 477 - - - .

Buidings — owned 640 2B e LT e gy e

Buldings  eased o T T ©.9)

Total buildings - 18 - B (5.3

Leasehold improvements 3325 g7 {0.7) - {28.5) .

Plant and equipment — owned 5T50 o 162,60 {7.8) - {102.3} )

Total plant and eguipment 5I%0 o 1G2.6G {7.8) - {102.3) .
Aireralt and engines — owned 3,8586 3283 {538) LB4.9 '.-.'_"'."_{436.6} e
Aireraft and engines — hire purchased 34198 S RN :

Airceaft and engines — leased 4387

Total alreraft and engines 78166

Aircrafr spare DEIr'.'S — e 2447 £. ) : o | . ..... ’ (70.8)
Adrcraft spare parts — leasad 185

Total aircraft spare parts 3637

Manufaciurers’ deposils 3380

Totat property, plant and equipment 95485  1,210.8 (2027) 9766 {871.0) 108 10,6730

e ther” for Qantas includes fransfers o nventories and mterest capitaiised in mamndacturers’ deposiis,
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Independent valuations of property and aircraft assets {excluding aircrafl spare parts) were obtaired as at 30 June 2004,

With the exception of aircralt and engines, the valuations for each asset class were in excess of their carrying amounts. However, no
additionzl revaluations have been recognised. Details of the valuslions obtained for the Qantas Group were:

Qantas Group

2004 2003
Waluation Carrying Excess/ Valuation Carrying Excess/
Armount Amaunt {Deficit) Amount Amount {Datficit)

SM M $n S

pHE

ASSET CLASS DI

Freehioid land and buildings L2827 1515 3.2 241.4 154.9 BE.S

Leasehold buildings and improvements S907.8 6424 o 2654 8367 6021 2336

Aircrat and engines 6,800.6 9,369.8 {2.569.2) 6,6%72.7 8, 784.0 {2,091.3)
7961t 10,163.7 (22028) 77708 4,542.0 1,771.2)

1 Freehold land and Daildings for Qantas have been independently valued at $219.3 milion (2003: $208.3 million)

The 2004 independent valuation of land, buildings and feasehoid improvernents was casried out by M Russell Cowell FYLE ARE,

of Kaight Frank Valuzations {NSW) Pty Limited. Valiations were performed prirnarity on a desktop “sight unseen” basis with physical
inspectians carried cui for significant additions. The properiy vaiuations were performed using the open market or special use value
o the Qantas Group.

The 2004 independent valuation of arcralt and engines was carmied oul by M7 John Vitale ISTAT Certified Appraiser, of AVITAS Inc. The
valuations of aircrat and engines were expressed in United States dolass and converted to their Australian dallar equivalents based on an
exchange rate of 0.68759 as at 20 June 2004 (2003 0.66895} Due to the current stale of the international aviation industry and the
appreciation af the Austrafian dollar, the markel vaiue of the fleet has declined during the finandat vear, and at 20 June 2004 there is a
deficit between carrying amount and market valuation.,

At 30 June 2004, the carrving amaunt of all individual sirczalt is supported by an in-use valuation. This in-use valuation Lakes into account
future cash flowes arising from the use of the arcraft assets and is in line with the requirements of AASE 1010 “Recoverabie Amount of
Mor-Curfent Assets”. In establishing the in-use vaiuations, the refevant cash flows have been discounted.

Qantas will continue 1o assess the carrying valie of the aircraft fieet by reference to both fulure cash flawes and current market values,
However, at the current time no wiite down is considerad necessary.

SECURED ASSETS

Certain aircrait and engines act as secusity against related finandings. Under the terms of certain financing fadiities entered into by the
Qartas Group, the undenwriters (o these agreements have a fixed charge over certain aircralt and engines 1o the extert that debt has

neen issued directly 1o those underwriters. The total carrying amount of assets under pledge was $5,257 4 milion as &t 30 June 2004

(2003: 54,612.0 million}.
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Qantas Group Qantas
2004 2003 2004 2003
St A S M
NON-CURRENT o
Goodwill atcost 15413 151.3 -
Less: accurnulated amortisalion 45.1 317 - -
...... 1052 prp T -
Airport landing slots ' 473 - 41.3 -
Less: accarndlated amortisalion 0.t - 0.4 -
........ o T wa -
...... 1524 o T2 -
14, Pa
CURRENT
Trade creditors
Related parties
- conirolied entities - 747
- associates and jnint ventures - . 8.2 8.z
- other related parties e 805 102.4 162.4
Other parties 15727 1,4925 1,409.9
L1,697.8 16031 47533 15952
Other creditors and accruals L
Other parties 218.4 2364 TAD 11594
Freguent Flyer points liabiity 2516 Z69.6 2516 2696
21675 2,001 2,078.9 1,084.2

During the year, the incrernental cost of Fraquent Fiver points accrued was revised in fine with the Qantas Group’s reduction in unit cosls,
wihich reflects the impact of cost and efficiency savings delivered under the Sustainable Future program. The effect of the revision in the
incremental cost of accrued Freguent Flyer points was 1o rediee seliing and marketing costs in the Statements aof Finandial Performance

by §38.8 millian.

Redeemed Freguent Flyer revenivie passenger kilometres as & percentage of available seat kilometres was 7.8 per cent for the financial
year (2002 7.5 per cent). The number of passenger flight segments redeemed by Frequent Flyers during the yaar was 2.3 milion

{2003 3.1 milliond.
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E R
F i
Qantas Group Qantas
2004 2003 2004 2003
SM $M i S
CURRENT
Bank ioans

- secured 270.7 1852

- unsecured 1333 1333
Other loans

Related parties — unsecurad

- associgtes and joint venlires 12.2 12.2

Cther parties

- secured 2.2 -

- unsecured 289.8 2898
Finance lease and hire puschase Gabilities {refer Note 23) 2629 3597

9711 980.2
NON-CURRENT
Bank foans TR

- secured U2,5585 . 18358 11,0832 652.0

- unsecured o 3641 12667 138410 1,266.7
Other loans ST L

Related parties — unsecused ST

- contralled entities - 826 478.6

Other parties L e

- unsecured T 1,2835 17446 71,2835 1.744.6
Finance lease and hire purchase Sabilivies {refer Note 23} 8IS 4G4 B 2,814.9 1.912.7

50818 53519 65,1343 6,055 6
Certain currant and non-cusrent loans relate o specific Tinancings of aircraft
and engines and are secured by the aircraft 1o which they relate {refer Notwe 12}
1R, Prowvisions
CURRENT
Dividends 1.3 -
Employee henefits {refer Mote 32)

- annual leave 3138 27T

- lang service leave 32.2 264

- staff redundancy 51.9 44 4
Under recavery of rentals on sub-let premizes 57 4.0
[nsurance and ather 313 200

4355 3725
NON-CURRENT
Ermngloyee benefits {refer Note 32}

- lang service leave 2767 2534
Under recavery of rentals on sub-let premizes 18.8 18.6
[msurance and other 586 52.4

3541 3244

The provision for emploves berefits to long service feave reprasents the present valie of the estimated future cash outflows 1o be made
resuiting fram employees’ service provided to reporting date. |n determining the estimated future valde of long service leave entitiernents,

a rumber of assumptions are made inciuding the fikely increase in wages and salary rates in the future,

Daring the year, the assumption for wage and salary rate sises was revised 1o reflect wage and salary increases negotiated and agreed in
recent years under various Enterprize Bargaining Agreements entered into by the Qantas Group. The effect of revising this assumption was

o reduce manpawer and staff related costs in the Statements of Financial Performance by $29 4 mitlion.
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Qantas Group Qantas
2004 2004

RECONCILIATIONS
Reconciéiations of the carrying amounts of each class
of provision, except for ernpioyee benefits, are set out helow:

DIVIDENDS

Carying amount &t the beginring of the finandal year
Provisions made during the year

Payrrents made during the year

Dividends settied in shares under the Dividend Reinvestment Plan

S M

308.0 3055
e (161.4) e {458.0)
(146.5) (146.5

Catrying amount at the end of the finandal year

UNDER RECOVERY OF RENTALS ON SUB-LET PREMISES
Carmying amounrt &t the beginring of the finandial year
Provisions rrade during the year

Payrments made durnng he year

Catrying amount at the end of the finandal year

Incluced in the Financial Statements as followes:
Current
MNar-cwirrent

Total provision for under recovery of rentals on sub-let premises

INSURANCE AND OTHER

Carmying amounrt &t the beginring of the finandial year
Provisions rrade during the year

Payrrents made during the year

Catrying amount at the end of the finandal year

Incluced in the Financial Statements as followes:
Current
MNar-cwirrent

Total provision for insurance and other
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Qantas Group Qantas
2004 2003 2604 2003
$M M it St
Incorme tax .
- Australia M3y 280 (36.2
— OVErsess 7.0 2.1 490
@7 272 (32.2)

[ssued and paid dp capital 1,845,115,040 (2003: 1,774,112 9463 R
crdirary shares, fully paid as ar 30 June 39840 37579 3,904.9 37579

Mavernents in the share capital of Qanias
daring the fnandal year were as foliows:

Number

of Shares 2004
Date Details % S
1 Aty 2003 Balance at the beginning of the financial year 3._'-'::1,774.1 ."3,?5?.9
1 October 2002 Insttutional Equity Placement L 269 B0
1 October 2003 Dividend Reinvestrient Pan RN R §9.2
7 April 2004 Dividend Reinvestrnent Bian 2248 773
30 ke 2004 Balance at the end of the firandial year Csastt 3,994.9

1 Inciuges the conversion o 10470 QUIEIR shares on 19 Febroary 2004,

Holders of ardinary shares are entitled o receive dividends as declared from time to time and are entitlad ta one vote per share &l
sharehcicders’ meatings.

In the evert of winding up, Qantas ordinary shasehoiders rank after all creditors and are fully entitled 1o any residual proceeds on
liguidation.
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Qantas Group Qantas
2004 2003 2004 2003
b3 Bt S $M
Asset revaluation reserve e ESE. 555 v 828 829
Foreign currency transiation feserve {t.1) {1.8) - -

54.4 54.0 82.9 879

MOVEMENTS IN RESERVES
ASSET REVALUATION RESERVE

Batance at the beginning of the financial year 555 825
Batance at the end of the financial year 555 825
FOREIGN CURRENCY TRANSLATION RESERVE

Batanice at the beginning of the financial year oe - - -
Met exchange differences refating to self-sustaining foreign aperatians 2.3 - -
Batance at the end of the financial year as - -

NATURE AND PURPQSE OF RESERVES

ASSET REVALUATION RESERVE

The asset revaluation reserve inclides the net revalualion increments and decrements arising from the revaiuation of non-cusrent assets
measured at fair value in accordance with AASE 1041 “Revaluation of Non-Current Assels” in prior financial years. An amount for the
Cantas Group and Qantas of $52.6 miflior (2003 $52.6 millan) is not avaiable for fulure asset write-downs as & resuil of using the
deemed cost efection for land when adopting AASE 1041,

FOREIGN CURRENCY TRANSLATION RESERVE

The foreign currency translation reserve records the foreign currency differences arising fram the trandation of seif-sustaining fareign
operations, the translation of transactions thal hedge the Qantas Group's net investment in a foreign operation, or the wranslation of
foreign currency monetary items forming part of the ret investrnent in a self-sustaining oparation. Refer io Note 1ich.

A3
Qantas Group Qantas
2004 2003 2004 2003
Sh A4 S M
Retained profits at the beginning of the financal year :'__1,435.9 1,229.1 S 6395
Net profit attributable to merabers of the Campany 6484, 3435 3725
Net effect on initial adoption of AASE 1028 “"Emplovee Benefits” e 3.7 {37
Met effect on dividends fromy
inftial adaption of AASE 1044 " Provisians, Conlingent Liabilities .
ard Contingent Assets” 140.7 e 140.7

Dividends recognised during the year ..”'.{308.0} (2837} o {305.5) i281.2)
Retained profits at the end of the finandal year 17763 1,435.9 ,2083 0278
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AV I H
Qantas Group Qantas
2004 2003 2904 2003
SM M it Shi
Total equity at the beginning of e financal year _:".5.26__2_..1_ '. 4,253 5 . 37290
Total changes in equity from non-owner related transactions SRR
artributable to members of the Company 3375 368.8
Contributions of eguity . 811.3 8113
Diddends (308.0) {143.0) {140.5)
Total changes in ouiside equity inferesis 0.4 28 -
Total equity at the end of the financial year 5,262 .1 4. 768.6
_
Orchinary share capital of contolled entities issued
o outside equity interests 0.1 -
Outsicle eqguity interests in retained profits of controlied entities 142 -
143 -
A3,
Includec in the Finangial Staterments as finance fease and
hire purchase fabilities are the present vaiues of future rentals
of the fallowing:
Airceatt and engines 757.4 2,272.4
Carnputer and communications equiprmert 03 - -
. 7577 2,990.0 22724
Payable e
Mot later thar ane year . 99.2 309.0 Lo 83013 461.9
Later than one year hut not lates than five years ™ 6066 5816 L4880 ¢ 11633
Later than five years 3940 96 1,887.6 1,180.7
S L099.8 9002 - 3,676.9 2,805.9
Less: fulure lease and hire purchase finance charges 164.2 1425 686.9 5335
""" 935.6 7577 2,990.0 22724
Lease and hire purchase fisbilities provided for in the Financial Statements _': L S R
Current liability {refer Note 1%y . B0 2629 171901 359.7
Mon-current Fabifity {refer Note 15) 875.7 454 8 2,810.9 19127
Total lease and hire purchase fabilittes 935.6 757.7 7 2,996.0 22724
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Lt
Qantas Group Qantas

2004 2003 2004 2003
pHE b SM $1

Future net operating lease and hire commitments SRR :
rof provided for in the Firancial Staterments 2,189.9 20428 1,973.7 1,927 7

Payabie SRR
Not fater than one year 4572 3600 3866 326.5
Later than one year but not later than five years C1,255.2 1,085.5 S TI0.0 1,006.1
Later than five years 504.8 6218 497 .8 6177
L2,213.2 20673 - 1,9944 1,850.3

Less: provision for potential under recovery of rentals on el R
uhused prermises svaiiable for sub-lease {refer Note 16} 233 245 20.7 226

72,1899 20428 1,973.7 1,027.7
Opesating lease commiirents represenl: B
Cancellable aperating leases - 988.6 1,005.2

0942
Non-cancellable operating leases: s S T
- Aircraft teases 1,201.3 1,037.6 991.0 0335
12,1899 20428 14,9737 19277
Nan-cancelianle aperating iease commitnents, R L
axcluding unguaranteed residual payments,
rot provided for in the Firancial Statements:
Payanie
Mot iater than one year 2334 2026
Later than one year but not later than Tive years 702.8 629.%
Later than five years 101 4 1014
1,037.6 0335

The Gantas Grodp leases aircraft, buidings and plant and eguipment under Tinance and aperating leases with expiry dales betweaen one
and 15 years. All Enance leases contain purchase aptions exercisabie at the and of the lease term. The Qantas Group has the right ta
reqotiate extansions on most ieases,

If afl aircraft operating feases were capitalized on inception, then sl balance dale total lease labifities would increase by %2, 068 2 million
and assets under operating leases would have an implied carrying vaiue of $1,881.3 million at 30 june 2004

Qantas Group Qantas
2004 2003 2004 2003

pHE b SM $M

Capital experiditure commitments contracted ' e
but not provided for in the Financial Statements: S e

Hircraft L8301 57406 51200 . 35,6555

Building works 2243 1812 2220 181.2
Other 194.1 2238 169.1 207 8

55445 61456 55111 6,045.5

Payahie . .

Not fater than ore year LOLHGS 17191 11,6924 - 1,693.8
Later than one year but not later than Tive years S 3,833.7 35030 - 38187 34282
Later than Tive years - 49235 - 9235

55445 61456 55111 6,045.5

The shove amounts exclude uncommitied aircraft purchase payments that may be made if cancellable aircraft aptions are exercised.
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Details of cantingent fiabilitias arising autside the normal course of business, where the probabifity of future payrents is not considered
remote, are set aut belowe. The Directors are of the opirion that provisions are not required in respect of these malters, as itis not probable
That & fulure sacrifice of economic benefits will be reguired ar the amounl is not capable of refizhie measurement.

Qantas Group Qantas
2004 2003 2604 2003

SM M i S

Guarantees and letters of comfort to suppart operating
lease commitments and other arrangements enferad into

with other pasties by controlled enfities 240 -

Guarantees and letters of comfort o support feveraged and aperating

iease cammitments to other parties on behalf of assodisled companies 11.2 111

Genera guarartess in the normal course of business 130.7 130.7

Conrtingent liabilties relating o current and threstered FHigation 56.6 50.5
1725 2225 1923

TERMINAL FUEL FACILITIES

The Qantas Group, together with ather aifines, has entered inta various agreements in order to faciitate the funding and instailation of
iet turbine fuel hydrant systems and terminal sguipment facifites at Los Angeies and Fawail airports. The aitlines have jointly and severally
agreed 1o repay any unpaid balance {including interest} of the icans totalling $214.1 milion (2003 $225.3 miflion) in the event the
agreements are terminated prior fo expiry of the joans.

AIRCRAFT FINANCING

&s part of the financing arrangernents for the acquisition of aircraft, the Qanias Group has provided certain guasaniees and indemnities
o variods lenders and equity participants in feveraged lease transactions. In certain ciscumnstances, including the insolvency of major
international banks, the Qantas Group may be required to make payments under these guaraniess. The Qantas Group has guasanieerd
That the iessors will receive all of the funds due to them under the fease arfangements,

Qartas and certain controfled entitias have entered into asset value underwriting arrangements with lenders under certain aircraft secured
fisiancings. These arrangements protect the value of the aircralt security to the lenders to a pre-determined fevel. This is reflected by the
halance af asircraft security deposits held wilth certain Tinancial institztions.

The Qartas Group has provided standard tax indernnilies to the eguity investors in certain leveraged leases. The indemnities effectively
guaranlee the after-tax rate of return of the investors, and the Qantas Graup may be sghject to additional finanding costs on fulure lease
payments if cernain assumptions made at the time of entering the fransactions, incliding assumptions as to the rate of income tax,
suhseguently become iwalid,

UNREALISED LOSSES — BACK-TO-BACK HEDGES

Where long-term borrawings are held in foreign currencies in wihich Qartas derives surplus net revende, offseiting forward foreign
exchange contracts have been used to match the cash flows arising under the barrawings with the expected reveniie sarpluses used ta
hedge the borrowings. To the extent & gain or loss is incusred, this is deferred until the net revenue is reafised. As at 30 June 2004, total
unrealised exchange losses on hedges of net revenue designated 1o service long-term debt were $1%.2 million {2003: $117 7 million gains}.

The Qantas Group maintaing Lwo superanauation plans covering Australian-based employees. The Qantas Growp also maintains & number
of superannuation and retirernant plans for focal stalf in overseas couninies. Plan trustees, who are appoinied by Gantas, are indermnified
by the Qantas Group against actions, claims and demands arising frarm their lawfu? adrministration of the superannuation plans.

The superannuation plans for Austratian-based current and farmer employees of Qantas fincluding employees of certain contrailed
entities) provide accumulation benefils, defined benefils or a combination of both. Gantas is committed 1o making confributions to the
superannuation plans, after sllowing for employes contributions. In addition, the Qantas Group is reguired 1o provide a minimum feval
of contributions under the Australian Superannuation Guarantee legislation.
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The various Plans wese iast actuarialiy assessed as detailad in the table below. The actuarial valuations confirmed that the value of the
ausets of the Plans were sufficient to meet all anticipated liahilities, incuding vested benefits in the event of termimation of the Plans and
votuniary or compalsory termination of employment of each emplayse at balance date.

The last actuarial reviews of the Plans were as foliows:

Mame and
Qualifications
of Actuary’ Date

Plan Type of Plan

38

W Mark Thompson BSe HAA 30 lune 2002
Mot applicable

Wir Mark Thompson BSe FHAA

Defined benefit
Accemulation
Defined benefit

Gantas Superannuation Plan {Q5P)

Avstratian Airines Fight Engineers’ Superannuation Plan 30 June 2003

Actuarial vatuations performed by actuaries emploved by Towers Povis in Awstrolia.

Certain controlied entities have a legally enforcesble obligation under various awards Lo contribute ta industry plans on behalf of some

ermplayees. These Plans operate on an accumulation basis and pravide lump sum benefils for memberss on resignation, retirement ar death,

As at 30 lune 2004, the ret market valug of the Qantas Superannuation Plan assets was in excess of the vested henefits of the Plan.

The foliowing defined benefit superannuation plans are sponsored by the Gantas Group:

Qanias Group 2004

Employer

Mot Market Contributions Wested

Present Value Walue of Plan to Plan far Benefits

of Accrued Assets as at Excess/ Year Ended as at

Benefits 30 bune 2003° {Deficit} 30 June 2003° 30 June 2003°

Plan M Y] $vt 0 M
Gantas Superannuation Plan’ "--._.__3_,6_36_.5 L - 3,612.0. ._(_24.5)_ o ._"'_3._5_1_2.0._ ..
Ausiralian Airines Fight Engiveers' S o RS N

Superannuation Plan’ 1.8 - 1.8

S —— aeats T aemy PP o 35103

The most secent actuanial vaiuation of the GSP was at 30 june 2002, The most recent audited Financial Staterments prapased by the GSF were as at

A0 aane 2003 iy, companson of accued benehits a5 31 30 June 2002 10 the net market vaize of Plan assets a5 a8 30 june 2003 &

due 1o the difterent dates.

2 Ewtracted trom the most rece
of assets, &5 0t does not ind

3 The most secent actuanal valzation wos endertaken as at 30 June 2003,

gsited Fnandial Staternents of the Plans. Th
uations in the value of

N
¢ allosance for Hu

Qanias Group 2003

INaEprenTEate

Employer

Present Value Mot Market Contributions Wested

of Accrued Walue of Plan to Plan for Benefits

Benefits as at Assets as at Year Ended as at

30 June 2002 30 lune 2002° Excess 30 dune 20027 30 lune 2007°

Plan M $M tivt na $M

Jantas Superannuation Mlan’ 36365 3,666.0 295 1219 34889
Australian Airiines Fight Ingineers’

Superannuation Plan’ 7.0 174 10.4 - 74

Tortat 36435 3,683 .4 289 1219 3,4%6.3

i The most secent actuanial waiuation of the Q8P was at 30 Juee 2002, The most recent audited Fnancial Statements prepasd by the Q5F were #iso as al
30 zne 2002,

2 Extractec from the mast recent asdited Hnandal Staterments of the Plans. The Net 8arket Value of Pan Assets does nof represent the actuariz value of
asses, as 3t does not include slowance tor flucluations i the value of plan assets.

3 The last ackuarial valuation was undertaken as at 30 June 2000,

Vested benefits are benefits that are not conditiona! upon continued membership of the Plans and include benefits which members weere
antitled o receive had they terminated their membership of the Plans as at balance date.

The Directors, hased an the advice of the Trustees of the Plans, are niot aware af any changes in circumstances since the dale of the most
recent Financial Staternents of the Plans that would have a2 materal impact on the averall financial position of the Plans, unless atherwise
disclosed.
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Qantas Group

Ownership Interest

Country of 2003

Nates ACN/ABN Incorporation %

738 Leasing 1 Py Lirted 33099 119 641 Australia 100
738 Leasing 2 Ply Limited 71099 119 801 Australia 100
AAL Aviation Urnited i B3 008 642 286 Australia 100
Star Mandling Services Pty Limited i 32 010 434 256 Ausiralia 100
Australian Airines Lxpress Caurier Pty Urnited i 010 435 202 Australia 100
ARANS Superannuation Ply Limited 0B4 235 892 Auvstralia 100
ALFE Superannuation Pty Limited 064 186 214 Australia 100
TAA Superannuation Pty Lid, 065 318 461 Australia 100
Auvstralian Regional Airlines Py, Lid. i 25 006 783 633 Ausiratia 100
Australian Wetleasing Operations Pty Limitad i 15 094 477 077 Ausiralia 100
Sunstate Aivlines (Qld) Pty Limiled i 82 009 734 702 Australia 100
Southern Austratia Aislines Pty Ltd i 28 006 604 217 Australia 100

Adrtink Pty Uimited i 76010812 316 Australia 100
Agstralian Regiona! Airlines {Qid) Py, Lid. i 010 795 347 Auvstralia 100

A Gueensiand Py, Ltd. 009 656 590 Ausiralia 100

Eastern Australia Airlines Ply. Limited i 77001 580 024 Australia 100

ACN 0G0 199 468 Pty Limited i 000 199 4568 Australia 100

Impuise Airines Holdings Proprietary Limited i o7 090 580 024 Australia 100
lenpulse Aiflines Austraka Pry L i 17 090 379 285 Australia 100

letstar Adnwgys Py Limited I, wii 33069 720 243 Auvstralia 100

frpuise Communications Pty Lirsited i 54 003 501 353 Australia 100

First Brishane Airort Froprietary Limitad i a0 006 912 116 Ausiralia 100
First Brishane Adrpart Unit Trust r/a 100

Second Brishane Airport Proprietary Limnited 49 006 12 072 Ausiralia 100
Serond Brishane Alrport Unit Trizat n/a 100

TAA Aviation Pry. Lid. 17 008 596 825 Australia 100
Mostars Pry. Limidted 003 337 457 Australia 100

e Tours Airtire Unit Trust MNa 1 na 100

Denreeil Py, Limited i 24 008 636 092 Australia 100
Denring Pty Lirited i 22 008 636 084 Australia 100
Denrnost Py, Lirsited i 4% 008 636 100 Auvstralia 100

Denald Pry. Limited i G4 008 636 262 Australia 100
Denper: Py, Limited i 66 008 636 271 Australia 100

Denpet Py, Limited i a0 D08 636 244 Australia 100
Denpost Pty Limited i 58 008 636 235 Australia 100

Denrae Py, Lirsited i 56 008 636 226 Ausiralia 100
Densale Ply. Limitad i 45 008 636 182 Auvstralia 100
Denseed Pty Lamited i 28 008 636 155 Australia 100
Denshore Py, Lamited i 37 008 636 146 Australia 100

Dersip Py, Limited i 35 008 636 137 Auvstralia 100
Densound Py, Lirnited i 33 008 636 128 Australia 100
oneworld Handling Services Pty Uimited i 30 008 606 960 Australia 100

Engine No. 9 Py, Lid. i 24 008 606 G97 Australia 100

A.C.N 009 864 546 Pry Limited ix 009 864 546 Australia 100
Arconnex Py Limited i 23095 083011 Ausiralia 100
Asia Pacific Distribution Limited i 70 003 686 573 Australia 100
Aadstraiian Airlines Limited i 85 099 625 304 Ausiralia 100
AWBA Holdings Piy Limited i 108 623123 Australia -
BD Ma 1 Limited Cayman Islands 100
Express Ground Handling Pry Limited i 19 107 638 326 Austrahia -
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Qantas Group
Ownership Interest

Country of 2004 2003

Note ACNIABN Incarporation % %4

Jetconnect Limited Mews Zealand 0 108
Qartas fnvesiments (NZ) Limited Mews Zealand - 10 100
Kurrajorg Limited Cayrman [siands 100 - 100
Mitakal Ply. Limited 9% 008 658 722 Austratia S0 100
QM. Touss Limited 81001 262 433 Austratia : 100
Holiday Tours and Travel Pte Lirited Singapore 75
Jetabaut Hotidays Pre Limited Singapore 75

Tour East Singapore (1996) Pte Limited Singapore 75

Tour East (Hong Kongy Limited Hong Kong 75

BT Tour Bast Indonesig Indonesi al

FT Pacio Moliday Tours lndanesia 52.5

Haliday Tours and Travel Limited {Taiwan? Tahwan 75

Haliday Tours and Travel Limited Hong Kong 75

Haliday Tours and Travel {Karea) Limited Korea 5625

O Internatonal Ca, Limited iapan 100
Jetabout Japan Inc japan 100

QM Tours {UKS Limited United Kingdom 100
Qartas Holdays Lirited 24 003 836 456 Austrada 108
Qartas Viva! Molidays Lmited &2 003 857 332 Australia 108

Qi Cruises Py, Limited. 13 003 865 556 Auistrakia 100
Ganfad Pty Limited 071 955 578 Acistralia 100
Ganiease Limited 78 064 157 B39 Austratia 100
Gantair Ltd 44 000 090 639 Australa 100
Gantas Airline Systems and Research Limited ; 28 055 9410 962 Australia 100
Gantas Cabin Crew (UK) Umited v United Kingdom -
Gantas Defence Services Py Limited : 53 090 673 466 Austraka 108
QDS Richmond Pry Lid 58 097 691 140 Azistralia 100
Gantas Flight Catering Hoidings Limited 34 003 836 440 Austratia 108
Qartas Flight Catering Limitad 35003 530 685 Auistraka 108
Caterair Airport Services Pry. Limited 51 008 646 202 Austratia 100
Caterair Airpart Services (Sydney} Py Limited 37 062 648 140 Austratia 51

Airport Infrastruciure Fnance Ply. Limited 14011071 248 Agistraka 100
Waruda Haldings Pty Limited 47 072 876 503 Australia 108

Cairns Wholesale Bakery and Patissere Pty Limited 28 072 876 487 Austratia 108

Gantas Information Technology Lid 99 000 005 372 Agistrabia 100
Gantas Limited 720063 613 485 Australia 100
Gantas Superannualion Lmited 47 003 806 960 Agistrata 100
GF 738 Leasing 5 Pry Limited 75100 511 706 Austratia 100
QF 738 Leasing & Ply Limited 83 100 511 742 Austratia 108

OF 744 Leasing 1 Piy Lirmited 41 100 511 564 Austratia 108
QF 744 Leasing 2 Ply Limied 54 160 511 617 Austratia 108

OF 744 Leasing 3 Py Lirmited 18 100 511 466 Austratia 100
QF 744 Leasing 4 Ply Limited 24 100 511 483 Austratia 108

GF 744 Leasing 5 Piy Limited 12 160 511 439 Austratia 100
QF 744 Leasing & Pty Limited 16 100 511 457 Austratia 108

GF A332 Leasing 1 Pty Limited 11160 511 813 Austratia 108
QF A332 Leasing Z Pty Limited 13 100 511 886 Azistratia 100

GF A332 Leasing 3 Pty Limited &6 100 510 503 Austratia 108
QF A332 Leasing 4 Pry Limited 84 100 510 558 Azistratia 100

GF A332 teasing 5 Pty Limited 22100510674 Austratia 108
QF AZ32 Leasing 6 Pty Lim:ted 35100 510727 Austratia 100
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Qantas Group
Ownership Interest

Country of 2004 2003

Mote ACN/ABN Incorporation E %

OF AZ33 Leasing 1 Pty Limitad 49 100 510 780 Australia 100
OF A333 Leasing 2 Pty Limited 56 100510216 Australia 100

OF AZ33 Leasing 3 Pty Limitad Wi 50 100 510 352 Australia 100
GF A333 Leasing 4 Py Limited il 44 100 510 388 Ausiralia 120

OF AZ82 Leasing 1 Pty Limitad 62 100 510 243 Australia 100
GF A3BE Leasing 2 Pty Limited 66 100 510 261 Australia 100

OF Dash 8 Leasing Pty Limited v 86 107 164 750 Australia : -
Snap Fresh Pry Limited i 55 092 536 475 Ausiratia _ '-_100 100
Southern Cross [nsurances Pre Limited Singapore 100 100

I Pursuant to ASIC Class Grder 387418, these controlled entitios are religved from the Corporations Act 20070 reguireraents for preparation, sy and
odgement of Bnancial repors
i AVBA Holdings Ply Limdted was incorporated o 5 At 2004,

i Eapress Cround Handing Ply Lsited was incorporated o 27 lanuary 2004,

. antas Cabin Cree (UEY Limited was incorporated on 38 June 2004,

v D Dash & Leasing Py Limiéded was incorporated on 25 Novanber 2003,

wio DF 738 Leasing 3 Pty Limited cdranged its name o OF A333 Leasing 3 Pty Limited 2n 3 Deceraber 2003
wil, DF 7338 Leasing 4 Pty fimited changed its name to OF A333 Leasing 4 Pty Limited on 3 D :
il Irnpatse Adrines Py Li ter on 23 Decernber 2003

vas renstated o acoordance with Section BOTAMT of the Corporations Ao 2001

frited changed #5 name 1o Jetstar Airways Py L

. This company was voluntarily deregistersd o 14 Septermber 2007 i
o 0 duly 2002

Pursuant ta ASIC Class Order 88/1418 {as ammended) dated 13 August 1998, the wholy-owned scbsidiaries identified in Mote 28 are
relieved from the Corporations Act 2001 requirements for preparation, audit and lodgement of Finandal Reports, and Directors’ Reparts.

It is & condition: af the Class Qrder that Qantas and each of the contralled entities in the Class Order enter inta a Deed of Cross Guarantee.
The effect of the Deed is that Qantas guarantees to each creditor payment in full of any debt in the event of winding wup of any of the
cortralled entities under certain provisions of the Corporations Act 2001, If & winding wip occuss under other pravisions of the Act, Qantas
will only be lable in the event that after six manths any creditor hias not been paid in full. The controlied entities have also given similar
guarantees in the event that Qantas is wound wp.

The Dead was first entered into by the controlied entities on 4 fune 2001 and subseguently additiona contralled entities became party o
Ihe Deed by way of an Assurmption Dead on 17 June 2002

A cansalidsted Staternent of Firancial Performance and consalidated Statement of Financial Position, comprising Qantas and controled
entities which are a party to the Deed, after eliminating sl transactions between parties to the Dead of Cross Guarantes, for the year
enged 30 June 2004 are set out below:

Consolidated
2004 2003
St
STATEMENT OF FINANCIAL PERFORMANCE

Prafit from ordinary acthities before related income tax expense 4730
[ncome tax expensa relating to ordinasy activities {149 &)
Met prafit 3235
Retained prafits at the beginning of the financial year 1.216.5

Adjustrnent o retained profits at beginning of year an initial adoption of:
AASE 1028 "Employee Benefils” (3.7
AASE 1044 "Prowvisions, Contingent Lisbiities and Contingent Assets” 140.7
Dividends recogised during the year {281.2)

Retained profits at the end of the financial year - 1,7282 1,395 8
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Consolidated
2004 2003
S M

STATEMENT OF FINANCIAL POSITION
CURRENT ASSETS
Cash . G35
Receivables 21315 2,877.8
Met receivables under hedge/swap contracts - 3021 3311
lnventories e ‘3751 430.0
Other 178.94 1909
Total current assets "3,268.0 3,9233
NMON-CURRENT ASSETS S
Recaivables 1,404.6
Met receivables under hedge/swap cantracts 10148
lnvestments accounted Tar using the equity method 8.1
Other investments . : 12.8
Property, plant and equipment - 147683 - 10,618.4
Intangible assets L 185 119.4
Deferred zax assers {0.1) 439
Oher 68.4 290
Total non-current assets ) 14,594.0 13,3111
Totat assets 17,8620 17,234 4
CURRENT LIABILITIES
Payanies 2,411.7
Interest-bearing kabilities 9641
Met payabies under hedge/swap contracts 46.4
Provisians 42872
Current tax Labilities {11.5)
Revenue received in advance 1,156.6
Deferred lease henefitsfincome 505
Total current Habilities 47810
NON-CURRENT LIABILITIES SRR
Interest-bearing liabilities 54469 5,664 9
Met payabies under hedgefaswap contracts 1316 3409
Provisians L 32B.9 351.2
Deferred sa liabikties CB06.6 8072.6
Deferred lease henefitsfincome 191.7 2548
Total non-current liabilities 65,9057 7,244 4
Totat liabilities 12,0941 12,0254
Net assets o '5,767.9 5,2090
EQUITY
Cantributed equity 37579
Reserves . 55.3
Retained profits 1,728.2 1,395 8
Totat equity 57619 5,209.0
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Qantas Group

20604 2003
S i
Share af net profits accountad far wsing the equity method inckided e
in the Statements of Fnancial Performance
— assaciaies 649
— joind veriltures 2.7
46
{a) INVESTMENTS IN ASSOCIATES
Derails of interests in associates are as foliows:
Amount of
Ownership Interest tvestment

Qantas Group Qantas Qantas Group
Principal Balance 2004 2003 2004 2003 2004 2003
Name Activity Date % %o % Y M Shi
Air Pacific Limited Adr transport 31 hdar 463 403 463, 46.3 :_ 450 285
AVBA Pre Limited Adr ransport 30 Jun ':49.99 . - e i 2 - 2 -
Halimark Awviation Services LP Passenger handling services 31 Dec 485 490 400 480 220 25
Holiday Tours and Travel e R AR
(Thaifand) Limited Tours and travel 31 Dec 368 308 - AL 10
Jupiter Air Ceeania Limitad Freight services 31 Dec TR 476 416 476 02 0.2
TET Limited Tours and travel 31 Dec ~36.8 368 S - o 01
Travel Software Solutions e T e
Pry Limited Reservations systems 30 Jun 56.0 500 25.0 2510 0.9 13.2
Total associates 697 555

Davidends received from associates for the year ended 30 June 2004 by the Gantas Groug amounted 1o 34,1 million {20037 $1.2 mithon)
ard by Gantas $2.9 million {2003 $1.2 mifion).

Qantas Group

2604 2003
LHE A

RESULTS OF ASSOCIATES
Share of assaciates’ profit from ordinary activities befare related income fax expense 10.3
Share of sssaciates’ income tax expense reiating to ardinary activities (3.4
Share of assuciates’ net profit as disclosed by associates 6.9
SHARE OF POST-ACQUISITION RETAINED PROFITS
AND RESERVES ATTRIBUTABLE TO ASSOUIATES
Retained profits
Share of associates’ retained profits at the beginning of the financial year 15.4
Share af net profit of associates accounted for using the equity method 6.9
Dividlends from associates . (1.2}
Share of associates’ retainad profits at the end of the finandial year a7 211
Asset Revaluation Reserve T
Share of sssaciates’ asset revaluation reserve at the beginning of the financial year 2.9 2.9
Share of associates’ asset revaluation reserve at the end of the financial year 2.9 2.9
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Qantas Group

2004 2003
S $M
MOVEMENTS I CARRYING AMOUNT OF INVESTMENTS N ASSOCIATES
Carrying amount of investments in assodiates at the beginning of the financial year 49.8
lnvestments in associalas acquired during the financial year -
Share of net profiy of associales 6.4
Dividends received from assaciates {1.2)
Catrying amount of investments in associates at the end of the financial year . 555
SUMMARY FINANCIAL POSITION OF ASSOUIATES ’
The Gantas Grodp's share of aggregate assets and labifities of associates is a3 follows: BN
Current assels (87, 878
Non-current assets 1153 1627
Totaassels 203.2 1506
Currentlisbiliies - 66.6 67.3
Non-current Fabiities .1 715
Totat liabiliies 136.7 1388
Met assets B85 518
Adjustrent arising from eguity accounting: e e
Goodwill {net of amortisation) 3.2 3.7
Net assets — equity accounting adjusted 69.7 555
(b} INTERESTS IN JOINT VENTURES
Details of interests in joint veniures are as follows:
Ownership Interest Amount of investment
Qantas Group Qantas Qantas Group
Principat Batance 2604 2003 2004 2003 2604 2003
Bame Activity Date % T Y% % b3 ™M
Avstralian Air Express SR s SRR
Pty Lirnited Air cargo 30 Jun 1500 500 e - 178 12.6
Marvey Holidays Pty Lid Tours and travel 30 Jun ~580 - 500 %06 500 1 0z
et Turbine Services Pty Limitad  Maintenance services 30 Jun 500 - - L BDD - 24 -
Haldings Py Limited Express road freight 30 Jun 56.0 - 50.8 - 249.1 -
Total joint vemtures 270.0 12.8

Qantas Group

2004 2003
SM M

RESULYS OF JOINTY VENTURES T
Reveries from ordinary activizies S 33300 207.7
Expenses from ardinary activities {313.0) {203 .6)
Profit from ordinary activities before income tax experse '_'_'-_20.‘1 4.1
Income tax expense reiating o ardinary activities {8.5) {143
Share of joint ventures net profit as disclosed by joint ventures 11.6 27
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{b) INTERESTS IN JOINT VENTURES continued

Qantas Group

2604 2003
L3 St
SUMMARY FINANCAL POSITION OF JOINT VENTURES
The Qantas Group’s share of aggregate assets and liahilities of inl vertures is as foliows:
Current assets 319
Monr-current assets 12.2
Total assels 44.1
Current labilities 30.2
Mor-current labilities 1.7
Total kabifities 319
Met assets 69.5 12.2
Adstrnent arising from equity accounting: e e
Goodwil {net of amartisation) 4.5 0.6
Net assets - equity accounting adjusted 270.0 12.8
SHARE OF POST-ACQUISITION RETAINED PROFITS AND RESERVES
ATTRIBUTABLE TO JOINT VENTURES o
Retained profits -
Share af joint ventures’ retained profits at the beginning of the finandal year N 79
Share of ret profit of isint ventures accounted for sing the equity method 1.6 2.7
Diranvings from joint ventuses (7.8} 5.5
Share of joint ventures’ retained profits at the end of the financial year 8.9 51
MOVEMENTS IN CARRYING AMOUNT OF INVESTMENTS IN JOINT VENTURES
Carrying arount of irvestments in joint vertures al the beginning of the financial year 128 156
Investments in joint ventures acguired during the finandial year 2534 -
Share of et profit of joint ventures 1t - 27
Diranvings from joint ventuses (7.8} 5.5
Carrying amount of investments in joint ventures at the end of the financiatyear 270G 12.8
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Hinstrument i3 any cantract that gives rise to both a financial asset of one entity and a financial labilily or equity instrument of
another entity. The Qantas Group is subject to interest rate, foreign currency, fuel price and credit risks. The Qantas Group manages these
risk exposures using variods financial instruments, using & set of policies approved hy the Board of Directors, Qantas Groug poficy is not to
anter, isste or hold derivative finandial instruments for speculative trading purpoases.

{a) INTEREST RATE RISK

The GQantas Grodp manages intarest rate fisk by reference to a duration target, being a measure of the sensitivity of the borrowing
portfolio o changes @n interest rates. The refative mix of fixed and ficating inferest rate funding is managed by Gsing interast rate swaps,
forward rate agreements and aptions. interest payrments and receipts under inferest rale swaps are recognised on an accruals basis in
the Stalement of Financial Performance. Premiums paid on interest rate options are amartised over the period of the hedge. The Gantas
Grodp's exposure 1o interest rate risk and the effective weighted average interest rate for classes of finandal assets and liabilties are set
out below:

Weighted Fixed Rate Maturing in:
Average Lass More Nan-
Interest  Floating than tto 5 than  Interest-
Rate Hate 1 Year Years 5 Years Bearing Fotal

2004 Notes {% pa) $ht $M S0t M S0 M

RECOGNISED FINANCIAL ASSETS RRRTEE
. 3359

Cash 7

Trade debtors g G103
Shori-terrn money market securities and S
term deposits g L0284
Aireralt secdrity deposits g 4349
Sundry debtors g 40T
Loans receivable & - 1436
Met receivables under hedgefswap contracls’ LU G5
Other investments 10 '
Convertible inan notes 10

RECOGNISED FINANCIAL LIABILITIES

Trade creditors 14

Other creditors and accruads 14

Bank loans — secured 15

Bank loans — cnsecured 15

Cther loans — unsecured 15 : .
Finance lease and hire purchase liahiliies 15 4019

U a,220.7

Net financial liabilities

UNRECOGNISED FINANCIAL LIABILITIES R

Interest rate swaps' 2246 {247.0) ) {38.8) ) 61.2 .' - -

fotionat principa amounts. nterest payabledeceivable has heen inchaded in 4
or assel Bacludes unrealised anounts on revenue Dack-to-b
riet e 5 hpsd

@ Calculation of te effective interest sae of the underlying Bnancal liatilivy
b hedges. As at 30 June 2004, the amount of deferred or unrecognised lasses on Bedges of
snated o service long-term debt s $1%.2 mision.

2 Motional prndipal armounts.
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FITSTIIG INEYILTIONTS

{a) INTEREST RATE RISK continued

Weighted Fixed Rate Maturing in:
Average Less Maore MNon-
interest  Floating than 1to 5 than  Interest-

Rate Rate t Year Yoars 5 Years Bearing Total
2003 Notes {% pay 11 M 13 $hvt M S0
RECOGNISED FINANCGAL ASSETS
Cash 7 475 121.9 - - - - 1219
Trade debtars 8 - - - - - 75G.4 758.4
Shari-term maney markes securities and
term deposits 8 4 68 - 18840 - - - 18540
Adrcrafl security deposits 8 625 640 B0 588 14.6 &8 1950
Sundsy debtors g - - - - - 177.3 1773
Loans receivable 8 320 - - 17.8 - - 17.8
Met raceivables under hedgefswap contracts’ - 1036 179.5 127.9 665.0 - 1.076.0
Others investrnents 10 - - - - - 121 12.1
Convertible loan notes 10 - - - - - 857 B9.7

28G5 21243 2045 679.6 1,045.3 434372
RECOGNISED FINANCAL LIABILITIES
Trade creditors 14 - - - - - 1,603.1 1,603.1
Other craditors and accruals 14 - - - - - 236.4 23264
Bank feans — sacused 15 314 1,256.5 579 2731 569.0 - 21565
Bank ioans — unsecured 15 511 300.0 - 1,100 - - 1,400.0
Other loans — secured 15 - - - - - 22 277
Others loans — unsecurad 15 7.35 8636 2898 3700 5232 - 20466
Finance lease and hire puschase liabilities 15 &.51 1434 1971 4372 - - TETN
25035 544 8 2,1460.3 1,092 .2 1,841.7 82025

Mes financial labiiities (2,274.0} 1,5795 {1,9558) {412 6) (796 4% {3,853.%)
UNRECOGNISED FINANCIAL LIABHITIES
[riterest rate swaps® 4252 {250.2) - {175.0) - -

1 Wotional or armounts. Interest payablefeceivabie Bas bean included in the calculation of the effective interest rate of the underlying financiat Babiliy
v asset B s urwgalised amounts on revenue Dack-to-hack hedgas. As 2t 30 June 2003, the amoust of deferred or cnrecogrised gans a5 hedges of
aed revenue designated (o serice fong-term debx s 31177 milkon.

¢ Notional principal amcds.

{b) FOREIGN EXCHANGE RISK

Cross-currency swaps are used ta convert lang-term foreign currency borrowings {(both recognised and unrecagnised) to carrencies
inwhich the Qantas Group has forerast sutfficient surplus net revende to meet the princinal and interest obligations under the swaps.
These foreign currency borrowings have a maturity of between one and 12 years. Where this has accurted, back-lo-back forward fareign
exchange contracts have been used to hedge the cash flows arising under the barrowings with the expected revenue surpluses used ta
hedge the borrowings. To the extent a gain or loss is incufred, thes is deferred until the net revenue is realised. Forward foreign exchangs
contracts and cuirency aptions are used to hedge a portior: of remaining net foreign currency revenue or expenditure in accordance with
Qartas Group policy. Met fareign currency revence and expenditure out 1o five years may be hedged within specific parameters, with any
hedging oulside these parameters sequinag approval by the Board of Divectors. Purchases and sales of property, plant and equipment
dencminated in a Toreign currency are hedged using a combiration of forward fareign exchange coniracts and currency options at the
date & firrn commitrnent is entered it to buy or sell unless otherwise approved by the Board of Directors.

{c} FUEL PRICE RISK

The Qantas Group uses options and swaps on avistion fuel and crude oil w hadge the exposure to movements in the grice of aviation fuel.
HMedging is conducted in accordance with Qantas Grodp policy. Up to 100 per cent of estimated fuel casts oul to 12 monrths may be
hedged and up to 50 per cent in the subsequent 12 months, with any hedging cutside these parameters requiring approval by the Board
of Directors. During the year, the ney gain from fuel hedging was $118.0 milian (2002 $30.3 million).
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(d) DEFERRED GAINS/LOSSES ON HEDGES OF ANTICIPATED FUTURE TRANSACTIONS

Any unrealised gainsfosses on condracts entered into 1o hedge anticipated specific sales and purchases of goods and services, together
wiith the cost of the contracts, are recagrised in the Financial Statements al the time the underlying transaction occurs.

As at 30 June 2004, the amount of deferred or unrecognised losses an hedges of net revenue designated 1o service long-term debt is
$19.2 milion {20037 gairn $117.7 million). As at 30 June 2004, the amount of deferred gains on other hedges totafled $168.5 million
(2003 losses $53.53 miflion).

{e) CREDIT RISK

Credit risk is the potential loss from a transaction: in the event of defaclt by the counterparty during the term of the transaction of on
settlernent of the transaction. Credit exposure is measured as the cosl 1o replace existing transactions should & counterpasty default,
The Gantas Grodp conducts transactions with the following masjor types of counterparties!

. trade feceivable caunterparties — the credit risk is the recognised amount, net of any provision Tor doubtful debts, As at 30 June 2004,
this amounted 1o $1,010.3 million {2003: $759.4 millian). The Qantas Group has credil risk associated wilh ravel agents, industry
settlernent oiganisations and credit provided to direct customers, The Qantas Group rminimises this credit fisk through the application
of stringent credil pofides and accreditation of travel agents through industry programs; and

% other financial asset counterparties — the Gantas Group restricts ifs deslings to counterparties that have acceptable credit ratings.
Shauid the rating of a counterparly fall below certain levels, internal palicy dictates that appraval by the Board of Directors is reguired
o maintain the level of the counterparly exposure.

The Qantas Group minimises the conceniration of credit risk by dndertaking transactions with a large number of customers and

counterparties in various countries. As at 30 June 2004, the credit risk of the Qanias Group ta other financial asset counterpariies

armounted to $4,2%4.2 mifion (2003: §5,160.4 million} and was spread over a number of regions, inclkiding Austratia, Asia, Furope

and the United States.

{f) NET FAIR VALUE

RECOGNISED FINANCIAL INSTRUMERNTS

The net fair value of cash, cash equivalents and non-interest-bearing financiad assets and liabilities approximates their carrying value die ta
their shart matuzity. The net fair value of other firancial assets and 4abilities is determined by valuing them at the present value of future
confracted cash flows. Cash flows are discodnted using standard valuation technigues at the applicable market yvield, having regard 1o the
Hming of the cash flows,

The convertibie loan notes issued by Al Mew Zealand Limited are convertible to 2 4.99 per cent eqguity stake. The fair value of the
corvertibie loan notes have been determined by reference ta the prevailing market price of Air New Zealand Limited shares at
haiance date.

UNRECOGNISED FINANCIAL INSTRUMENTS

The net fair value of forward foreign exchange and fuel contracis is determined as the unrealised gainfloss at balance date by reference
o market exchange rates and fuel prices. The net fair value of inferest rale swaps is determined as the present value of future cantracted
cash flows. Cash flows are discounted using standard valuation technigues at the applicable market yield, having regard 1o the timing of
the cash flaws. The net fair value of options is determined using standard valuation technigues.
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{f} NET FAIR VALUE continued

for the year ended 30 june 2004

Qantas Group
Carrying Amount

Qantas Group
Net Fair Value

2004 2003 2604 2003
S M LHE St
RECOGNISED FINANCGAL INSTRUMENTS
Financial assets
Cash 12159 1219
Trade debtors 7594 758.4
Shari-term maney markes securities and
term deposits 1.8594.0 1,900.0
Adrcrafl security deposits 165.0 2034
Sundry debtors 1773 1773
Loans receivabla 178 17.8
Met raceivables under hedgefswap contracts 1.076.0 1.155.0
Others investrnents 121 12.1
Convertible loan notes’ aa7 108.8
434327 3,806.7 44557
Financial Hiabilities LT
Trade creditors L6978 - LE031 . 6978 1,603.1
Other creditors and accruals 218 2364 21800 2364
Bank foans — secufed . j 2,754.9 - 2,1565 - 2,B238 2,2080
Bank izans — unsecured 497 4 . 1,400.0 e 507 7___ 14259
Other loans — secured - - 2.2 R - 2.2
Other loans — crsecured _":'_?_?15 8- 2,0466 _":'_‘_1_803 1 22716
Finance lease and hire purchase Sabilities 935.6 7577 G42.4 7843
U 7.819.6 82025 79929 85515
Net financial liabilities (4,055.2) 3,859.3)  {4.186.2) {4,005 8)
UNRECOGNISED FINANCIAL INSTRUMENTS
Fimancial assets
Option contracts T 23.2
Forward cormrmodity contfacts 15.7
.............. .
Financial Habilities
Forward cormmodity contfacts -
Option contracts Lol -
[riterest rate swaps (26.2)
................ 262

1 Qantas holds 220 763477 loan notes mair News Peaiand Fiy Lin
i oF Adr M2 ordinary shares as af 30
ihe convertible loan notes are beld by antas for simategic puposes @

civcomstances, Based on the v
would b e at §A0.8

03

ne 2004 as aded on the ?

3 (e N3, which are comvertibie 10 ordisary shares in Al K2 under certain
i

v Fealand Stock Exchange, the corer

530 reation 1o the pre.

g I0an rtes
wmed aliance with Al NZ,

which s expected 1o provide Signiticant benefits o hoth pardes. As such, the carmeng value of the corrersible loan notes & considersd reooveralle.



Spinit of Australia

Qantas Fnancal Report 2004 51

Notes to the Financial Statements continueds

for the year ended 30 lune 2004

Qantas Group Qantas
2004 2003 2004 2003
pHE b SM $1
Ernployee benefit Gabilities el e
Provisians for employes benefits Lo T
— Current irefer Note 18} L3465 3457 3041
- Mon-current {refer Note 16} C 25270 2767 4 253 .4
Staff redundancy provision — current {refer Note 16) G.4 51.9 - A4 4
""" 604.6 6743 5396 6019
Average full-time equivalent employees {number) 33,862 34,872 27,218 27,966
SUPERANNUATION

Ernployees of the Qantas Group are entitled 1o berefits on retirement, disability or death from varicus superarnuation plans. Further details

are included in Mote 27,

e s g
% .
CEE e

Dividends recognised in the current year by Qantas are:

Franked
Tax Rate
Cents Total for Franking  Percentage
per Ammount Credit Franked
Type Share Bt Bate of Payment Y4 %
2004
Irterim — ordinary 7 Aprl 2004 30 100
2003 final ordinary dividend
recognised when dedared during
e yeay 1 Cotaber 2003 30 100
Total amount
2003
Irterim — ordinary 8.0 1405 9 Apsil 2003 30 160
2002 final ordinary dividend
recognised when dedared during
e year 9.0 140.7 2 October 2002 30 100
Totat amount 17.0 2812
SUBSEQUENT EVENTS
Since the end of the financial year
anded 30 Jure 2004, the Directors
have declared the following dividend:
Finai — ordinary 2.0 166.1 29 Septernber 2004 30 100
Qantas Group Qantas
2004 2003 2004 2003
Dividend franking account St S S M
Total rarking account balance at 30 per cent (2003: 30 per centt 149.3 1792 144.6 412

The sbove amount represents the balance of the franking accounts as at year end, after taking into account adiustrents for:

B franking credits that will arise fram the payment of ncame tax payabie for the current financal yaar;

B franking credits that will arise fram the receipt of dividends recagrised as receivables at t

B franking credits that may be prevented fram being distributed in subsequent years,

e year end: and

The ability to utilise the franking credits is dependent upon there being sufficient avaifable profits to declare dividends.
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TAX CONSOLIDATION LEGISLATION
On 1 July 2003, Qantas and its whally-owned subsidiaries adapted the Income Tax Consciidation fegislation which requires a

Tax-corsolidated group to keep & single franking account. The amount of franking credits avallable 1o shareholders of the parent entity
ibeing the head entily in the tax-consolidated group) disclosed at 30 line 2004 has been measured under the new legisiation as thase
availahie from the tax-consalidated group,

The comparative infarmation has not been restated for this change in measurermnent. Had the comparative information been calculated
on the news basis, the “franking credits avaiable” balance as at 30 June 2003 for Qantas would have been §176.6 miflion.

The segrmentation of the Gantas Grodp into three separate business types (Fying, Flying Services and Associated Businesses) suppaorted
by a corparste centfe is prograssively being implemented to deliver a broad fange of berefiis 1o the business.

Financial reporting system changes o transition Qantas to a segrmented model are currently under development. Disclosure of segment
informatian is therefore provided in a format consistent with prioy years as followes:

4. Aircralt Operations, which includes the Qantas Group Flying Businesses, Engineering Technical Operations and Maintenance Services,
Airports, Qantas Freight, Gantas Defence Services and all other subsidiary companies, assaciates and joint veniures;

&

&

Senvices Businesses,

. Touirs and Trave!, which camprises the Qantas Holidays segment which farms part aof the Associated Businesses portfolio; and

. Catering, which reflects the wholiy-owned catering entities within the Airports and Catering segment which forms part of the Flying

Ajrcraft Operations  Tours and Travel Catering Eliminations Consolidated
2604 2003 2004 2003 2004 2003 2004 2003 2004 2003
£ 0! $M M thvt St $M SivE $M M S
ANALYSIS BY S
BUSINESS SEGMENTS R
Sales and operating revenue o FRR e
External segment revenue 04682 105259 T4 69653 1527 0 - - 11,353.7 11,3749
Inler-segment revenue 428.0 97 7 283.3 337.9 3530  {I751) (7838} - -
Total segment revenue 10,597.2 106186 9944 10342 L0577 {(7751) (78361 14,353.7 11,3749
Share of net profit of associates S L e .j_
ard joint veniuzes 187 9.6 : - - - - 187 98
Earnings before interest and tax S9BAT 4501 U544 436 900 733 1098.2° 5670
Mer borfowing costs 133.6 64.7
Prafit from ordinary activities A
before related income Lax expense ‘9646 5023
[ncorre tax expense relating e
o crdinary activities {3t5.8) (1557
Net profit L SR TR 16488 3466
Depreciation and amartisation -994.3  BYSC 14 17 8.9 107 - - L0456 8914
Mor-cash items {67.8y (1527} (0.9 (2.8} .4 0z - - {B7.5) {155.1)
et . A T
Segment assets 17,0663 16,7519 3264 3448 1940 1746 (352.2) (365.8}17,234.5 163055
Eguity accounted investrnents 338.4 67.2 1.3 1.1 - - - - 3397 682
Consolidated total assets 17,4047 16,8151 ..32?.? 3459 184.G 1746 (352.2) (36081175742 163738
Liabilities e e
Consolidated total liabitities 1,703.6 11,6873 2486 71560 1238 1251  (343.1) (3567 TLIERG 117117

Acguisition of non-current assets

20035 31284

T2 19

™23 P

- 0070 31372

Passenger, freight and other services revenue from domestic services wilhin Austs

adia is attribuzed (o the Australian area. Passenger, Treight

and other sarvices revenue from inbocnd and outbound services between Austisia and overseas s allocated proporfionately fo the ares in
which the sale was made. Other operating revensie is not sllocated o a geographic area as it is Impractical to do so.
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Qantas Group

2004 2003
S ™

ANALYSS OF TOTAL REVENUE BY GEOGRAPHIC REGION
Passenger, freight and other services revenue

Agistraka 6,449.0
United Kingdorm and Europe 90646
lapan 5740
South-East AsiaMorih-East Asia 481.4
The Americas and the Pacific 8132
Mew Zesland 4040
Other regions {Africa and South America) 221.4
9,847 6
Other operating revenue
Tauss and travel revernue 696.3
Contract work revenue 5308
Other unaliocated revenuea 3001
Sales and operating revenue 11,353.7 11,3749
Revenue fram outside operating activities
interest reveriie S 1259 1077
Praceeds fram sale of property, plant and eguipment s A 367
Praceeds from sale and leaseback of non-current assets 121.7 -
Total revenue from outside operating activites 7 34717 144 4
Total revenue from ordinary activities ) 11,7014 11,5193

For the financial year ended 30 June 2004, the principal assets of the Qantas Group comprised the aircraft Heet, all, except five, of which
weere registered and domicited in Australia. These assets are used flexibly across the Qantas Grodp’s worldwide route network. Accardingly,
there is NG suitable basis for allocating such assets and the related liabilities hetwean geographic areas.

SEGMENTAL ANALYSIS OF PROFIT CONTRIBUTION
Farnings before interest and tax contributed by the international and domestic airine operations and subsidiary businesses are shown
betowis

Qantas Group

2004 2003
S ™

SEGMENTAL ANALYSIS OF EARNINGS BEFORE INTEREST AND TAX

Gantas Interrationsl 22186
Jantas Domestic 1657
3873
Subsidiary businesses
Qantas Holidays 436
Qantasiink 57.3
Qantas Flight Catering 733
Australian Airdines 147
Qantas Defence Services 45
Fouity accounted assodiates and joint verilures 96
Other sihsidiaries 6.1
Total subsiciany businesses 1797
Earnings before interest and tax SeT0
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Gantas Group

20604 2003

Cants Cents

Basic earnings per share based on net profit attibutable to members of the Campany 7 ._'._"35.7 " 200
Diluted earnings per share based on net prafit attributable fo members of the Company 355 19.8

The calcuiation of earnings per share is hased upon the weighted average number of shares outstanding during the year,

Qantas Group

2004 2003

Number Number

HE bt

Weightad average namber of ordinary shares used in the calculation of basic sarnings per share S ,8154 1,7212
Waeightled average number of ordinary shares used in the caiculation of diluted earnings per shage™ 1,826.6 17333

*Ingludes e effect of 337 million (20030 364 midliong Executive Engtements, which has a disstee saming per share imaac of 11,2 million 2003 124 million}
crdinary shares.

S dop [T, PR
Bt 4 T o I TG IIG IR

With the exception of the declaration of a final ordinary dividend subseguent 1o balance date {refer Note 33), there has not arisen in the
interval hetween the end of the financial year and the date of this Report, any iterm, transaction or event of a material and unasuzl nature
likely, in the apinion of the Directors, 1o sigrificantly affect the operations of the Qantas Graup, the resulis of those operations, or the

: fyear or in fuiure financial years.
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Qantas Group Qantas
2004 2003 2004 2003
St A SM M
RECONCILIATION OF CASH
Cash as at the end of the firancial year as shown in the
Staternents of Cash Flows is reconciled to the related items
in the Staternents of Financial Positian as follows:
Cash on hand and at bank . RE6H 667
Cash at cail 2281 333 329
Shart-term money market securities and terms deposils 10294 1,884.0 1,854.0
©1,365.3 20159 1,893.6
RECONCILIATION OF PROFIT FROM ORDINARY
ACTIVITIES AFTER INCOME TAX EXPENSE TO
NET CASH PROVIDED BY OPERATING ACTIVITIES S
Net profit after 1ax attributable to members of the Company S 6484 3435 3725
Add: depreciation and amortisation CL00ES - 8014 7i4 2
Add: loss on sale of aircralt, engines and spares R ¥ 12.4 126
Less: profil an sale of fand and buiddings ~(3.4}. {0.4) -
Add: lossfprafit) on sale/disposal of property, plant and eguiprment {0 04 0.1
Add: lass on strappage of aircralt spares - 47.8 466
Less: capitatised interest 827 {8273
Less: share of asscciates’ and joint ventures’ net profit 9.6} -
Add: dividends received from associates and ioint ventures 6.7 -
Reversal of provision againsl intercompany investrent - -
Write-off of intercompany loan - -
Add: other items 6.7 {36.8)
Movernerils in opersting assets and labilities: S
ilncreaseldecrease in receivables s {173.9) 590.4 625.9
ilnereaseidecrease ininventories e 44 9) {584}
{Increase) in olher assels o {17.8) 3.5 {277
increasefidecraase) in proVisions 541 54.3
increasefidecrease) in curfent tax fiabilities 82.6) {641}
ilncreaseydecrease in deferred tax assets {10.0} {146}
increase in deferred tax liabilities 783 28.1
increase/idecrease) in tradefotier payables (306.9; {2657}
increasefidecrease) in net intercornparny payables - - (162 4}
increasefidecrease) in revenue received in advance 3349 (126.8) {121.9)
Decrease in deferved lease perefis e (68.7} (66.0) ) {57.8)
iDecreasel in other Habilities - (7.5 - {753
Net cash provided by operating activities 1.998.4 1,290.8 1,872.9 1.0847
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FINANCING FACILITIES

The total amaunt of committed financing facilities avaifable to the Gantas Grodp as at balance date are detailed below:

Qantas Group Qantas
2004 2003 2604 2003

SM $M i S

COMMITTED FINANCING FACILITIES
Bank overdralt

Facility availzble 3 0 7.0 3 { 7.0

Armaunt of facility used - - - -

Amaunt of faclity snused T 1.0 o 7.0 70
Loan rate faciity camprising: Sl S
Syncicated revaiving facifity’ PR N

Facility availzhle 7692 - Te92 -

Armaunt of facility used - - - -

Amaunt of faclity crused 769.2 - 769.2 -
Syndicated siandhy facitity o PR

Facility available e 700.0 7000 e 700.0 700.0

Armaunt of facility used - - - -

Amaunt of faclity vnused T 700.0 7000 704.0 7000
Secured borrowings L L

Facility available S 2314 - 2314 -

Armaunt of facility used - - - -

Amaunt of facliyy vrused T 231.4 - 2314 -
Commerciai paper and Medium Term Notas IR R

Facility available 0000 10000 L0000 ¢ 1,000.0

Armaunt of facility used 160.0 449 8 166.0 449 8

Amount of fecliy unused T 840.0 5502 844.0 5502
1 In Barck: 2004, $76%.2 miflion of the syndicated e loan was converted 0 a syndicated revolving lacity, which matures on 3 May 2006, The syndicaied

standhy faciity axpives Detween 39 Apnl 2005 and 22 Apnt 2002, The back loan facility has a matunty of 3 lanuary 2005,
The hank overdralt faciity held with the Commonweaalth Bank of Australia covers the combined balances of Qantas and its wholly-owned
contralled entities. Subject 1o the continuance of satisfactory credit salings, the bank overdraft facility may be utilized at any time. The
Commornweih Bank of Australia may terminate this faciity withoul notice.
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CONTROLLED ENTITIES
Details of interests in contralied entities are set oul in Mote 28, Transactions between Qanias and contralled entities are conducted on
roeral business terms and conditions. In addition, the Qantas Group has pocled funding arrangements with s major domestic banker
and as such reciprocal borrowings occur regularly between Qantas and is controdled entities.
Transactions between Qantss and relaled parties in the wholy-owned group includs:
% Qantas provides a range of administrative and treasury services 1o controled entities;
m o Qantas leases aircraf 1o and provides maintenance senvices to Australian Aitlines;
% Qantas provides ground handling services to Australian Airlines, Jetstar and Qantastink;
5o Australian Airlines, letstar and Gantaslink pravide freight capacity to Qantas;
% Qantas Flight Catering Moldings Limited and controlied entities provide aitline catering and selsted services to Qantas, Australian
Airlines andd Qantaslink;
% Qantas codeshares an certain Jetstar services for inbound international passengers and Gantas Freguent Flyerss for which it pays
capacity hire cosis;
5. OM Tours Limited and cantrolied entities and Qantas act as an agent for each other’s producs;
o Soulthern Cross Insurances Pre Limited provides insusance services to Qantas, and
5. AAL Aviation Limited and controlled entites assist in the hiting of aircraft capacity,
Transactions and balances with partly and whoily-owned controlled entities are included in the Financisl Statements as follows:
Gantas
2004 2003
S M

Safes and aperatng revenue frefer Note 23 147 4
Dividend revende (refer Note 2} 2192
Interest ravenue {refer Nowe 23 0.7
Borrowing costs paidfpayable {frafer Note 3) 50.6
Current receivahles {refer Note 8) o 87.2
Non-current receivables {refer Note 2} - LE990 17310
Current payables (refer Note 14) 1673 747
Man-current inferest-bearing dabilities {rafer Note 15) 592.6 4786

ASSOCIATES AND JOINT VENTURES

Details of interests in associates and joint ventures are provided in Note 30, Transactions with associates and joint ventuses are conducted

on normal terrs and conditions.

Transactions between Qantas and assocates and joint ventures nclude:

% Qantas provides ground handiing services and performs maintenance and contract work far Air Pacific;
5 Qantas pfavides ramp handiing services to Australian air Express;

5 Qantas leazes afl dormestic freight capacity and sub-leases certain property to Australian air Express;

5 Qantas codeshares an certain Air Pacific services for which it pays capacity hire costs;

o Australian sit Express provides certain domestic freight and document delivery services for Qantas; and

5 Qantas receives inferest from Star Track Brpress Holdings on an investrment loan
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ASSOCIATES AND JOINYT VENTURES continued

Transactions and balances with associates and joint ventures are nciuded in the Financial Staterenis as foliows:

Qantas Group Qantas

2004 2003 2003

S M Shi

Sales and operating revenue {refer Note 23 iG3 8 108.3
Déviderd revenue {refer Note 23 - 1.2
Imterest revenue {refer Naote 23 - -
Expenditure 698 o498
Current receivables (refer Nofe 81 18.4 19.3
Mor-current receivabies {refer Mote &) - -
Current payahies {frefer Note 14) 82 82
Current inferest-bearing fabdities {refer Note 15) 122 12.2

OTHER RELATED PARTIES

BRITISH ARWAYS PLC

Im March 1993, British Ainways Ple {British Aineeayst acquited 25 per cent of the shares in Qantas from the Australian Gavernment,

British Airways' ownership interest in Qantas reduced marginafly from 1875 per cent at 30 June 2003 to 18.2% per cent al 20 June 2004
foliawing its decision not fo participate in the Dividend Reinvestment Plan in relation to the 2002/03 fina? dividend settied in Ociober 2003

On 12 day 1985, the Trade Practices Commission {the predecessor to the Australian Competition & Consumer Cornmission) atthorised

a Jeint Services Agreement (J5A} betwaer Qantas and British Ainwsays. Under the [SA, there is Tull stzategic, tactical and operational
co-operation between the Qantas Group and British Airways an sendces between Australia and South-East Asia, South-East Asia and
Eurppe, and Australia and Europe. This co-operation extends to co-ardination of sates and marketing activities worldwide, and the shasing
of ail cosls and reveniues on the $5A rodtes, giving both airines an incentive 1o improve the joint business, Additional valde has been
generaled with cost savings and revenie co-operalion across aimost all functions. The two airfines continue 1o invest in joint offices,

jnint lounges, travel shops and airpart facilities in many cties. Co-operation with British Adnways continues to strengthen and provides
custarners with improved fiight departure times, rautings and vaiue for money, offering the very best of customer sevvice o ali passengers,

The 1S4 sets out i detail the finandal settlement orocedures betwesn the two aifhines 1o ensure that the return each airline obtains Trom
Ihe designiated route services recagnises the valde of the route it utilises. In common with standard industry practice, the GQantas Group
ard British Airways alsa carry passengers on an interline basis on the same terms and conditions as with other carriers.

Othes transactions, such as ground handiing, coniract work, property rentals and interiine commussions, were conducied an normal ferms
ard conditions.

Qartas and British Ainways continued their membership of the oneworld slliance during the finandial year. The alliance s designed to raise
Ihe standard of gicbal air travel through a range of customer benefits. The shared oneworld brand adgments existing relstionships
between the Ganlas Group and British Airveays,

Transactions and balances with British Airways are incdluded in the Financial Statements as follows:

Qantas Group Qantas
2004 2003 2604 2003
$M M i S
Sales and operating revenue (refer Mote 23 '.".:-.25.3 . 202 - 117
Expenditure™ RRRR 7 ¥ 1093 104.6
Current recaivables (refer Note 8} S BB2 595 . kAl 58.6
Current payshies {refer Note 14} 995 1024 895 102 4

#nchades setllement recaipls/payments under the 154,
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For the reporting period beginning on or alter 1 lanuary 2005, the Qantas Group must comply with Internationsd Fnandal Reporting
Standards {FRS as issued by the Australian Accounting Standards Board (AASE}

The areas of significant difference between Australian Generally Accepted Accounting Principles {GAAP) and IFRS, as applied to the Qantas
Grodp, have bean identified and work has commenced to quantify the impact of adoption. To date, guantification has not been completed
or presenied to e Board for approval.

MANAGING THE TRANSITION TO IFRS
The Board has established a Project Groug, reporting through o the Chief Financial Officer, 1o achieve the transition to [FRS reporting.
The Gantas implementstion project consists of three phases.

Assessment Phasa

The IFRS Project Group has completed the Assessment Phase. In completing the Assessment Phase, a high level overvievs of the impacts
of IFRS reporting an existing accounting and repoarting palicies, procedures, systems, pracesses, business structures and staff has been
ndertaien.

Design Phase
The Design Phase is well progressed. This phase aims to formuiate the changes reguired 1o axisting accounting policies, procedires,
systems and pracesses in arder 1o fransition o [FRS.

The Design: Phase will incorporate:

5 farmulating revised sccounting policies and proceduses for compliance with IFRS and quantifying their impact;
% developing revised [FRS disclosures; and

5 designing accounting and business processes ta support (FRS reporting obligations.

At the conclusion of ihe Design Phase, Board approval will be sought for each proposed change in accounting policy and disclosure.
The Design Phase will be completed dufing the 2004/05 finandal year.

tmplementation Phiase
The lrnglementation Phase will indude the implementation of identified changes o accounting and business procedures, processas,
systerns and training. 1t is expectad that the implementation Phase will be completed during the 2004/05 financial year.

KEY DIFFERENCES BETWEEN AUSTRALIAN GAAP AND {FRS

The potential implications of the conversion ta IFRS an the Qantas Growp are outlined beiow. The summary should not be taken as

an exhaustive list of ail the differences between Australian GAAP and IFRS. The impact on fuiure years will depend on the particular
circamstances prevailing in those years, Accordingly, there can be no assdarances that the consolidated Staterents of Finandal Performance
and finandal positon would not be significantly different if determined in accordance with IFRS.

Frequent Flyer

Gantas is considering the application of AASE 118 ~Revende” to the accounting Tar the frequent fiver pragram. Australian GAAP and
IFRS do not specifically address accounting for frequent flverfiayalty schemes, Under both GAAPs there are two acceptable accounting
traatrments inciuding the Deferral and Incremental Cost approaches,

The Deferral approsch results in the defersal of fraguent fiyer revenue until earned points are redeemed. The Incrementat Cost approach
recognises revenue when points are aliccated to individuals participating in the scherme, with the recagnaition of a corresponding pravision
for the incremental cost of praviding the service at a later date.

Both approaches are used by airfines globally and the most approgriate accounting policy is dependent upon factors such as the size of
the program, the mechanism for managing redemptions and the potentiad for frequent Hyers 1o displace fare-paying passengers. Under
Australian GAAP Gantas has adopted the Incremental Cost approach, as historically it has best reflected the commercal aperation of
e progrant,

AASE 1 “First Time Adoption of Avstralian Equivalents to international Financial Reporting Standards”, requires that all accounting poficies
be reconsidered having regard to bath their current and futire suitshility.
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KEY DIFFERENCES BETWEEN AUSTRALIAN GAAP AND FRS continued

Frequent Fiyer continued

As part of the Gantas IFRS transition project, the Company is considering changing to the Deferrat approach. Future growth in the schems
ard a desire to make redemplions sasier, may reguire changes 1o the current marginal management of the scheme. Shauid a decision to
change to the Deferral methad be approved, revenue previously recognised would be deferred and retained 2arnings reducad. In futdre
nerinds, deferred revendue would be released to the Statement of Firancial Performance as points are redeemed. This treatment woulid no
ionger necessitate the raising of a provision for future incremental costs.

The guantification of the finandial impact of the possible change in treatment is complex and reguires the calculation of the fair value of
unredeerned fraquent fyer points, breakage rates and a detailed analysis of revenues previously hroughy to account. To date, the financial
effect of the change being considered has not been determined. [t is anticipated that should it be adopted, & reduction in retained
earnings witl he made. The impact on futire profits is largely dependent on the extent ta which the prograrm grows and as such cannot
be guantified at this time.

Defined Benefit Superannuation Plans

Qanrtas is considering the application of AASE 119 “Emnployee Benefils” o the recognition of the funding surpius or deficit of the Qantas
sponsared defined benefit siperannuation plans. Under the requirements af IFRS, any surpluses and deficits in the defined benefit
superannuation plans within the consolidated entity will be recognised in the Statement of Financial Position and movements in the suspius
or deficit recognised in the Statement of Financial Performance.

Actuarial valuations of the Plans wil be conducied as at 30 June 2004, The axpacted impact is likely to be a one-off reduction in retained
earnings and the corresponding recognition of & retirerment liability.

Leases

Qartas is considering the application of A458 117 “Leases” 1o the dlassification of lease transactions. Under 1FRS some leases cursently
classified as opersting may require recogaition in the Statement of Financial Position. To date the financia! effect of the change has not
been determined, hawever, it i not expected 1o have a significant imnpact an the Statement of Financat Perfarmance in future years,

Finandial Instruments: Recognition and Measuremeant

1. Fuel Hedging

Qartas is considering the application of 4458 139 "Financial instruments: Recognition and Maasurement” 1o aviation fuel hedging
Tramsactions. Extensive hedge effectivenass testing and documentatan is required under RS in order 1o anply hedge accounting to
These transactions. The potential application and impact of this accounting standard an avistion fuel hedging has natl been determined.

2. Revenue Hedging

Qartas is considering the application of AASE 139 “Financial nstruments: Recognition and Measurement” 1o revende hedging
Transactions. The potential application and impact of this accounting standard on revenue hedging has not been completed. i is
articipated thal, after injtial adoption adiustments are made, the existing accounting treatment will continue under IFRS, aithaugh
it will be subject to increased effectiveness testing and docurmentslion requirements,

impairment of Assets

Qanrtas is considering the application of AASR 136 “Impairment of Assels” to the valuation of assets. Under IFRS, assets are tested for
impairment on the basis of their ability to gererate independent cash inflows from continuing use. if assets do not generate cash flows
They may be aggregated inta graups far the purposes af determining the smallest identifiable group of assets that generate cash inflows
wihich are largely independeni, Aircralt do not divectly generate cash flows ag passenger reveniie is derived from the sale of seats on flights
rather than seats on particuiar aircra¥l. The aggregation of aircraft cash flows is therefore performed on the hasis of route gropings.
Irmpawment testing upon transition 1o [FRS is required. The financial effect of the change is not aspected o result in significant impairment
insses upon transition. The impact on future financial years is dependent on the cash fiows gererated by each grauping of assets and is
Therafore unable to be determined.
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Directors’ Declaration.

1. in the opinion of the Directars of Qantas Airways Limited {the Campanyl
{a) the Financial Staternerts and notes, set out on pages 2 to 60 are in accordance with the Carparalions Act 2001, induding:

{ii giving a true and faw view of the finandial position of the Company and consolidated entity as al 20 June 2004 and of their
performance, as represented by the results of their operations and their cash flows, for the year ended on that date; and

{ily complying with Accounting Standards in Austraia and the Corparations Reguiations 2001; and
ibi there are reasonabie grounds 1o believe that the Company will be able to pay its debts as and when they become due and payahie.

2. There are reasonabie grounds to believe that the Campany and the subsidiaries identified in Note 28 wili be abie 1o mest any
obligations o liabilities to which they are or may become subject 1o by virtie of the Deed of Crass Guarantee between the Campany
and those controdled entities pursuant to ASIC Class Croer S8/1418.

Signed pursizant (o & Resolution of the Direciors:

Margarat Jackson Geoff Dixon
Charman Chief Exeriitive Officer

Sydrey, 20 August 2004
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independent Audit Report.

to the members of Qantas Airways Limited

SCOPE

THE FINANCIAL REPORT AND DIRECTORS RESPONSIBILITY

The Financial Report comprises the Statements of Financal Position, Statements of Financiai Performance, Staterments of Cash Flows,
accompanying notes to the Fnancial Statements notes 1 to 39, and the Directors’ Dedlaration for both Gantas Ainways Limited (the
“Company i and Qantas Airways Limited and its controfled entities {the “Consolidated Entity "), for the year ended 30 June 2004, The
Consolidated Entity comprises both the Company and the entities it controlled during that year.

The directors of the Company are responsible far the preparation and true and fair presentation af the Financial Repart in accordance with
Ihe Corporations Act 2001, This incudes responsibifity for the mainterance of adequate accounting records and inlarmal contrals that are
designed to pravent and detact fraud and efroe, and Tor the accounting palicies and accounting estisnates inherent in the Financial Report.

AUDIT APPROACH

We conducted an indegendent audit in arder to expfess an apinion 1o the members of the Company. Cur audit was conducted in
accordance with Austrafian Acditing Standards in arder o provide reasonable assurance as to whether the Financial Repart is free of
material misstaternent. The nature af an audit is influenced by factors such as the use of professional judgement, selective testing, the
inherent limitations of mnternal cantrod, and the availabilily of persuasive rather than conclusive evidence, Thesefore, an audit cannot
guarantee that ali misstatements have been detected.

We performed procedures to assess whether in all material respects the Financi
Corporations Act 2001, Australian Accounting Standards and other mandatory financial reporting fequirements in Australia, a view which
is cansistent with our cnderstanding of the Company’s and the Cansalidated Entity's financial position, and of their performance as
represented by the results of their operations and cash flowes.

Report presents fairly, in accordance with the

We formed ouf audit opinion o the basis of these procedures, which included:
4. examining, on a test basis, information to provide avidence supparting the amounts and disclosuses in the Financal Report; and

4 zssessing the appropristeness of the accaunting palicies and disciosures used and the reasonableness of sigaificant accountling
astimales made by the directors.
While wwe considered the effectiveriess of managament's internal cantrols aver financial reporting when deterraining the rature and

extent of our procedures, our audit was not designed 1o provide assurance on internal confrols,

INDEPENDENCE
In condiicting ouf audiy, we followed applicable independence reguirements of Australian professionad ethical pronouncerments
ardd the Corparations Act 2001,

AUDIT OPINION
I odr opirion, the Fnancal Report of Qantas Aisways Limited is in accordance with:
{a) e Corporgtions Act 2001, including:

giving a true and fair view of the Company’s and the Consolidated Entity's financial position as st 30 lune 2004 and
of their performance for the year ended on that date; and

i, complying with Accounting Standards in Australia and the Corporations Requizlions 2001, and

ibi other mandatory financial reparting requitements in Australia.

Bk 16y

KPMG Mark Epper
Partner

Sydney, 30 August 2004
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Annual General Meeting, Brishane

Notice of Meeting
The Annual General Meeting of Qantas Airways Limited will be held at 2:00pm an Thursday 21 October 2004 in the
Great Hali of the Brishane Convention and Exhibition Centre. Shareholders will e advised at a later date of details

of the 2005 Qantas Annual General Meeting. The details will be available on the Qantas website, www.gantas.com.
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Corporate Directory.

Registered Office Qantas Share Registry Stock Exchange
Qartas Awmways Limited Level 8 Agistrafian Stock Exchange
ABN 16 009 681 901 580 George Street 20 Bridge Street
Danrtas Centre Sydlrey NSW 2000 Spdney NSW 2000
Level G, Building A Australia Austratia
203 Coward Street aor
Masest NSW 2020 General Counsel &
Austratia Locked Bag Al4 Company Secretary
Sydrey South NSW 1235 o1t Johasen
Telephione 612 9691 3636 YTEy - frett Johason
Austraha
Facsimide 61 2 3691 3359 _
Wehsite W GANTAs.com Freecal: 1860 177 747
Infernational 61 2 8280 7350
Facsinmile 61 28287 0303
Ernail registry@gantas.cam

Website sy Qanlas. com









