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~Our Customers~
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This year, we carried more than 32 million pecple to We know that different travellers have different
145 destinations in 40 countries around the world. needs, which is why we offer different experiences

for the business travelier, the leisure travelier, the
regional Tiyer and, with Jetstar, a wheole new group
of customers who are first-time flyers.

Qur goal is o give each customer the best possible
travel experience, from the time they chocse 1o

fiy with us to when they arrive at their ultimate
destination. Qur attention o customer service has paid off. This
yeaf, in the world's largest airline passenger survey,
the Skytrax World Airline Awards, Qantas was named
the number two airline in the world as well as the
Hest Airline Australasia and Best Airline trans-Pacifice

We are continually refining our prodcets and services
in the air and on the ground to ensure we not only
fulfif our customers’ expectations but anticipate how
their expectations will change in the future,

This can be as simple as offering free newspapers
an Cityflyer morning services or as complex as
revolutionising the Econormy Class cabin an our new
AZB0 aircrat! to ensure maximum comifort on our
tongest THyghts,
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~Qur Brand~
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Qantas is one of Australia’s best known brands and Coctor Service in the early years, to operating supply
the Qantas tall is one of the most evocative symbols drops and evacuation flights in World War I, 1o
of Australia at home and around the world, providing free flight and freight assistance for stranded

Australians and fecal communities in Asia following

Our retationship with Australia has been built over 85 the 2004 Boxing Day tsunami

years of serving the community and, today, cur airfline
holds a unigue positicn in the hearts of Australians. Our brand encompasses a community spirit, a
picneering nature, a professional style af service, a
tradition: of satety excellence and a reputation far
innovation - ail delivered with a distinctly Australian
personalitys

We have always been more than just an airline, The
Spirit of Australia has provided emergency support
for decades ~ from partnering with the Royal Flying
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~Qur Priority~
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Our reputation for safely is unparalleled.

Behind our commitment to safety is a team of
dedicated professionals with unrivalied expertise in
the aviation industry. The Qantas Safety depariment
includes highly moativated and experienced stalf in
the areas of fying aperations, safety management
and incident investigation.

Qantas is renowned for the most exacting standards
in engineering and pilat training. We extend those
standards {o our cabin crew, with thorough training
in safety, medical and emergency procedures,
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Qur security is amang the best in the industry, Some
90 security experts from backgrounds including police
services, security agencies and the armed forges -
backed up by a 1,500-strong team of security officers
in Austratia ~ protect our customers and statf,

We are continually upgrading and modifying our
oracedures to meet changing circumstances as we
wiork closely with governments, reguiators and airport
authorities in Ausiralia and overseas to ensure we
remain the safest and most secure airline in the world,
The satety and security of our customers, staft and

aircrafy, in the air and on the ground, is our number
one proriiye
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~Our Future~
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We have a long history of innovation - Qantas was the  Investment in technology allows Qantas to provide

first and only airtine to build its own alrcraft in 1226, customers with the best possible service, whether i s
the pioneer of round-the-world services in 1958 and Australia’s most visited travel website with 15 millian
the invenior of Business Class in 1975, visitars a maonth or our QuickCheck kiosks that allow
in 2007, we will start a new chapter of innovation, custormers to checkein in under a minute.

with state-of-the-art product and interiors an our We will continue to invest in the most up-to-date
new A380s providing unsurpassed levels of comfort innovations to enaile Gantas to offer a premium

and entertainment, end-to-end experience for customersa

The A380 is the cornersione of our ambitious

$18 billion 10-year investment program, embarked
onin 2000, As well as new aircraft, the program
includes inflight product, terminal developments and
airport lounges that are among the best in the world
for business or redaxing.




Cur Pririty

Cur Brand

w
&

&

= o
= O
w o
= O
R
= O
o0

>

Spirit of Australiac




e
5 zof«ﬁ

ss3UIsNg INgy < =Er e
_ neasny ;o 1uids




Qantas Annual Report 2005

~Qur Business~
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in an industry that has lost mare than US$35 billion
since 2001, Gantas is one of a very small number of
airlines that has been consistently profitable.

Qantas is as committed o providing geod returns for
shareholders as it is to providing the best product and
service for its customers,

Because growth is fundamental to our business,
Qantas is locking for profitable expansion in high-yieid
full-service markets in Australia and internationally.

At the same time, we are growing our value-based
airlines, such as letstar, to compete effectively in
felsure markets.

Qantas is also pursuing growth opportunities in
associated businesses ta diversify earnings sources
and provide a buffer against the cyclical nature of
its flying businesses,

We realise that cost control is essential to our business
and have achieved cost and efficiency savings of

$1 billian in the past two years. We will continue to
target a further $2 biflion in savings over the next
three years.

Since listing on the Australian Stock Exchange in 1995,

Qantas has provided total shareholder return of more
than 340 ger centa
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~Performance Highlights~
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~Report from the Chairman and Chief Executive Officer~

Margareat Jackson Geoft Dixon

To our fellow shareholders

Qantas celebrated an important milestone on 31 iuly 2005
-« the 10th anniversary of its listing on the Australian Stock
Exchange.

As wwell as dealing with the huge caltural, financial and
cperational changes asseciated with the transition from a
government-owned company to a fully-privatised business,
Qantas has weathered one of the most turbulent pericds
in aviation, particularly in the past five years.

Since privatisation, Qantas fas grown revenue by 77 per
cent and pravided total shareholder return of more than
240 per cent.

Over the past 10 years, Qantas has also.

» grown staff numbers by almost 30 per cent from
38,000 in 1995 10 more than 38,000 today;

I

more than doubled the number of passengers carried
each year, from 16 miflion in 1995 1o more than
32 million in 2005;

increased the number of Tights it aperates from
1,900 services a week {induding 250 international
services) to more than 5,000 & week {including 600
international services);

I

expanded its network significantly from 86
destinations in 24 countries, including 48 in Australia,
to 145 destinations in 40 countries, including 62 in
Mustratia; and

I

I

grown its Tteet by 47 per cent, from 136 aircratt to 200,

THIS YEAR'S RESULTS

in 2004/0%, Qantas responded extremely well 1o ever-
increasing competition, rapidly escalating il prices and a
heightened security environment 1o achieve a record profit,

Qantas reported a profit before tax of $1,027.2 million for
2004/05%, a 6.5 per cent increase o last year's result of
3964.6 millicn. Met profit atter tax was $763.6 million, up
17.8 per cent fram last year. Revenue for the year totalled
%12.6 billion, an increase of $1,795 mition or 11.4 per cent.

The Directors declared a fully franked final dividend of
10 cents per share. Dividends far the full year total 20 cents
per share, three cents higher than last year.

The main drivers of Qantas’ record result included;

»  the successful introduction of letstar, which provided
Qantas with strong competitive business madels in all
sections of the domestic market -~ full-service,
value-based and regional;

» an inprovement in yvields, excloding the unfavourable
impact of foreign exchange rate movements, of
2.0 per cent;

» cost and efficiency savings of $545 million from the
Sustainable Future Pragram {SFPY;

» A unit cost reduction, before the impact of unfavourable
fuel cost movements, of 5.8 per cent; and

» 3 cantinued invesiment in product and service,

This year, in an increasingly competitive market, Qantas has
achieved valuable recognition from customers, being voted
the number two alrline in the world in the 2005 Skytrax

World Airline Awards, This is the world's fargest passenger
survey with 12.3 million respondents from 90 nationakities.

STRATEGIC IMPERATIVES

While Qantas has put many challenges behing it, new
chalienges are appearing. In fact, Qantas expects these
chalienges o grow, driven by three key factors that
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~Report from the Chairman and Chief Executive Officer~

are outside our control - the extraardinary cost of fuel,
escalating security charges and increasingly intense
competition from other airines,

Qantas’ greatest challenge remains the cost of fuel, which
we believe will stay at the current high fevels,

Fuel in 2004/05 was 19 per cent of the Group's total
operating costs, up from arcund 15 per cent in 2003/04,
iowill increase to almost 30 per cent of our total operating
costs in 2005/06.

A current prices, the Qantas fuel bill will rise by more than
$1.25 billian in 2005/06 after hedging. Fuel surcharges will
cortribute to partially offset this increase. However, we still
face a $650 millicn shortfall at current prices compared to
last year,

Over the past three years, segrmeniation of the business and
SFR have provided the platform for cur success. Qantas now
needs to further transform its business o secure another
nermanent reduction in its cost base in line with the new
levels of fuel prices fading the industry.

SFP had targeted savings of $1.5 billion over three years to
2005/06. Additional savings of ap ta $1.5 billion will now

be required over the following two years to 2007/08 due

to continued high oil prices.

Ve have reviews under way in all areas and face some
difficalt decisions going fosward to accelerate the
transformation of cur business and secure Qantas’ fature.

This willl inveive some job fosses over the next two years
but we will be laoking at every other available option to
improve eficiency.

Mane of the problems GQantas currently faces are
insarmountable. Jantas has been more successful than
mast airlines in responding to change in the industry over
the past few years and has every infention of maintaining
that success.

A YEAR OF GROWTH

Qanias’ success in recent years has been achieved by
grawing afl its flying businesses, while using that growth
as the catalyst for substantially reducing unit costs.

% Qantas continued to invest in new international routes
during the year, commencing fights to Mumbai in
September 2004 and Shanghai in December 2004,
Qantas also opened a new Kangaroo Route option via
Honyg Kong, commenced fighis between Adelaide and
Auckland and added capacity on routes to the USh,

% Qantas improved its profitability in the domestic
market and added capacity on key husiness and lonyg-
sector roates. Western Australia and Queenstand saw
significant capacity increases,

b letstar lowered its cost base i the second half of the
year to 7.62 cents per ASK, making it the lowest cost
carrier in Australia, even withy a mixed Heet, As additionad
A320s are introduced to the Heet, letstar's cost
advantage over the competition is expected to increase
further, giving it an enviable position from which to
grow both in Austraiia and internationally.

» Qaniastink made its biggest ever single investment in
the regional turboprog fleet with the acquisition of seven
neve Bombardier (400 aircratt for delivery from January
2006,

The new Gantas cabin crewe base in London opened in
February 2005, Establishing this base has enabled Gantas to
achieve efficiencies in Tlying and reduce costs by $18 million
a year, At the same time, the base has provided career
opportunities for Australian Hight Attendants, with half

af the 400 staff at the London base having relocated

from Australia.

The rofi-out of the award-winning Skybed continued.
Skybed wili be available to all Business Class passengers on
all international 747-400 and A330-300 aircraft by the end
of 2005,

The Qantas Frequent Fyer program, one of the most
popular loyafty programs in the region, grew by eight per
cent to 4.3 million members worldwide, A range of changes
were introduced during the year, aimed at providing
members with increased flexibility while continuing o

affer a viable and competitive Frequent Hyer program that
rewwards our most freguent travellers.

Continuing irvestment in gantas.cormn is helpiryg Qantas
meet the growing demand Trom customers for online
setf-service, Improvements during the year included.

» better anline Frequent Flyer services for custorners
manaying their peints, making bookings and updating
their account details;

» an expanded online fare range that now includes all
fares on all flights;

» an improved search function allowing custormners 10
search one week at a time for the best fare; and

» the introduction of simpler fare rules and better fare
displays for international bookings.

THE YEAR AMEAD

Qantas will base its growth in the next 12 months on new
international markets, while expanding existing profitable
markets, substantially increasing freight revenues and
expanding the letstar brand,

Qantas will continue investrment in new destinations fike
China, with an additicnal service to Shanghal to start from
Movembrer 2005 and new services to Beding from January
2006,

We are alsg continuing o invest in established international
markets such as the USA, including neve Qantas services

to San Francisco comenencing in March 2006, which will
increase Gantas services to mainland USA fo a record

39 per week.

The airline’s support for Australian tourisrn is being
underpinned by a new $60 million destination marketing
partrership with Tourism Australia - a three-year
commitrment frorm 2005/06 1o grow Australia’s toarism
business from all major overseas regions.
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Other key focus areas for the coming year include:

% continuing efforts to deliver market-leading on-time
perfarmance in all flying businesses, with a range of
initiatives to he rolled out in 2005/06;

» iwesting in airport product, with a major expansion
and enhancement of QuickCheck kiosks throughout
Mustratia;

growing Jetstar Asia, which: is poised to secure a strong
position in the Asia value-based aidine market following
its merger with Valuair, and

I

3w increasing portfofio diversification through continued
grovwth of air freight businesses.

FLEET FOR THE FUTURE

Qantas’ last major Heet commitrment was announced in
Navember 2000, it induded the purchase of 12 A380, six
747-4008R and 13 A330-200 and A330-300 aircraft,

Since thern, the Qantas Group has also purchased additional
737-B00 aircraft as weli as 23 A320s {three of which are
leased) for operation by letstar.

Qantas halds options on the A320 and the 737-800,
which will cover domestic growth and the possible need 1o
replace the 737-400 fleet in the future,

Qantas has now taken the first step in what will be the
Group's largest fleet renewal programs since 2000, issuing a
Request for Proposat to alrcraft manufacturers in August 2005
for the future provision of new wide-body aircraft.

These aircraft will potentially replace the Group's fleet of
medium wide-hody 767-300 aircraft and also cater for
international capacity growth and new route apportunities
in coming years - inciuding medism-fadl routes in Asia as
well as services into the USA and Europe.

Qantas is seeking detalled pricing and performance
information from Alrbus and Boeing on aircralt types
currently in production as well as new types and variants
under development: the 787 and A350 aircraft for possible
dse on irternational, trans-Tasman and Australian domestic
routes; and the ultra-long range variants of the 777 and
AZ40 to aperate on “hub-busting” routes,

This rove s consistent with Qantas’ commitment to
offering customers a modern fleet that alse delivers
maximum flexibility to address emerging cpportunities,
lower seat mile costs, greater fuel efficiency and
oppartunities to introduce the next generation of inflight
SETVICES,

The new aircraft aptions will complement Qantas’ A380
sirategy. The AZ80 ~ the bigyest passenger aircraft in the
world -+ will enable Qantas to add capacity on key routes
that are slot-constrained.

Qantas is progressing preparations for the delivery of its
first AZ80 in April 2007, following the sie-month delay in
delivery advised by Airbus during the year. Qantas remains
on track and on budget for all aspects of the program.

ENSURING SECURITY
Qantas’ focus on security for the safety of custoemers and
their baguage, statf and assets has never been greater.

Qantas is at the forefront of aviation security, having
invested more than $600 millicn in security measures over
the past three years. Qantas is continually upgrading and
moditying procedures 1o meet changing circumstances,

Qantas already has mare than 900 CCTV surveitiance units
in operation throughout Australia. Qantas responded 1o
heightened community concern i 2004/05 by announcing
it would install CCTV surveillance equipment throughout
all the bagyage handling areas at ali Qantas owned or
solely leased domestic terminals in Australia, in the holds of
some aircraft and at other airport fecations. The additionat
equipment will ensure, as closely as possible, 100 per cent
coverage of key baggage areas in Qantas terminals.

Qantas works closely with gavernment agencies and police
farces on a wide range of security issues. Qantas moved
guickly in support of the Australian Government’s security
initiatives anrcunced in June 2005, Within a month, new
measures were introduced at Sydney, Melbourne, Brishane,
Adelaide and Perth: Airports, including:

» the closure of a significant number of airside access
gates, including a 90 per cent reduction in Sydrey;

» Security inspections to cover all staff and their
possessions, visitors and vehicles at the remaining entry/
exit points, and

% increased uniformed security presence on the ramp and
in bagyage areas.

Additional measures at other airports are being introduced
progressively after discussions with the Awustralian
Gowernment,

Qantas will continue to work with alf governments and
airport authorities to ensure the best possible security
resuit.

ACCOUNTING PRACTICES

Qantas is adopting Australian Equivalents to International
Financial Reporting Standards (A-IFRS) for 2005/06. The
financial report for the half year 1o 31 Decemnber 2005 will
be Qantas’ first report under the new standards.

A-IERS will not atfect the Qantas Group's cash Hows, credit
ratings, dividend policy or econamic management. Qantas
does not expect any significant impact on future earnings
ar any change o capital management policies as a result of
the change.

SHARING THE SPIRIT
February 2005 marked the first anniversary of Qantas’
Sharing the Spirlt community orograrm,

More than B0 svents were hela arcund Australia in the first
year, benefiting important charities such as the Starlight
Children’s Fourdation, UNICER, CARE Ausiralia and

Mission Alsiralia,
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Orne of the important goals of Sharing the Spirit is to
extend the reach of Qantas’ spansored organisaticns to
regional Australia. This year, The Australian Ballet Dancer's
Company, Bangarra Dance Theatre and the Sydney Dance
Company all toured regional Australia under this initiative,

One of Qantas’ staff volunteer organisations, the Qantas
Cabin Crew Team, celebrated its 25th anniversary of
offering practical assistance to commaunities around the
world in Cctober 2004

One of our most exciting spansorshios in the coming year is
Qanias’ irvolvernent as an Official Partner of the Melbourmne
2006 Commonwealth Games,

Qantas and its staff again came to the assistance of
cormmunities following the devastation of the 2004 Boxing
Day tsunami. Qantas donated flight and freight services

as well as making direct financial contributions to major
charities and the local communities affected.

Qantas made charitable cash donations totalling $1,429,712
in 2004405, These included tsunami relief 1o UNICEF,

CARE Australia, Gxfam and the Australian Red Cross
(%$1,000,000); Qantas Foundation Memorial Lt {3110,000);
Royal Children’s Hospital (3105,421); CARE Australia
($25,875); and CanTeen {$23,850).

Qantas pravided well in excess of $5 million of in-kind
support for charitable and community concerns - donating
the use of aircraft for charity flights, offering free and
discounted airfares, carrying freight free of charge and
assisting fundraising etforts at regional, State, nationat

and international levels,

Qantas recently apened a permanent historical exhibition

- (antas Heritage Collection -~ at the Qantas Bomestic
Terminal {T3) at Sydney Airpart to enable travellers and the
commaunity to enjoy artefacts and rmemorabitia drawen fram
thausands of itemns donated by passengers and statf cver
many years. It complerments Qantas’ support of the Qantas
Founders Outback Museum in Longreach, Queensiand.

OUR PEOPLE

For the second consecutive year, Qantas paid a one-

off cash bonus to all eligible non-executive employess

in acknowledgment of their contribution to Gantas’ success.

Qantas is one of Australia’s largest ernployers. Qantas
employs more than 38,000 people, with well over 90 per
cent of them in Australia.

Qantas is also one of the bigyest emaloyers of apprentices
in Australia. There are mare than 580 apprentices employed
in enyineering and maintenance at Gantas, including 100
who started in 2004/05,

Qantas remains cammitted to improving occupational
healthy and safety for its pecple, with the abjective of no
injuries to anyone at any time. During the year, Qantas
achieved 85 per cent implementation of its occupational
health and safety program, an above-target result,

injury rates decreased by 34 per cent over the 2003/04
figure. Days lost as a result of injuries have continued their

steady downward trend, improving by more than 40 per
cent over the past four years.

Respanse o the family-Triendly initiatives Qantas introduced
in August 2004 has been very positive. New parents have
taken advantage of the 10 weeks' paid maternity leave and
one week's paid paternity leave.

Qantas” on-site childcare facility in Mascot, the Joey Club,
has been well patronised and additional centres will open in
Melbourne and Brishane next year,

BOARD CHANGES

Qantas appoinied two new Independent Non-Executive
Directors during the year, We welcomed Garry Hounsell,
who joined the Qantas Board on 1 janwary 2005, and
General Peter Cosgrove, who joined on 6 luly 2005, Both
appointments tiled casual vacancies and strengthened the
diversity and skil of the Qantas Board.

Followiry the sale by British Airways of its 18.25 per

cent stake in Qantas in September 2004, British Alrways-
appointed Directors Nick Tait and Roger Maynard, who
joined the Board in 1993, resigned. Trevor Eastwood retired
an 31 March 2005, Trevor joined the Board soon after
privatisation. Trevor, Nick and Roger all made tremendous
contributions over the many years they served.

GOVERNMENT REVIEW

Qartas has welromed the Australian Government's decision
te conduct a review of aviation policy, wiich presents

an opportunity to acknowledge the distortions that exist

in the international market and the disadvantages and
impediments faced by Qantas as an end-of-line carrier
competing against the main hab players.

Qantas hopes the review will he wide ranging and will
consider not oply the pace and seguencing of market
access fiberalisation but alse address broader issues that
sigrificantly impact Qantas’ ability to grow and compete
internationally.

Clear policy decisions and guidelines from the
Government's deliberations will better enable Qantas
to prepare for the future,

QUTLOCK

Qantas is performing strongly. The changes we have

made to improve the efficency of the business have been
significant, However, the extraordinary cost of fuel will
have a substantial ongoing impact on the Company, While
further reforms in the business are under way and coupled
with the high fuel price, Qantas does not expect ta achieve
the sarne levels of profitability in the current financial yean
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Flying Businesses

# ”

Oantas offers almost 600 international services a week

to 83 destinations in 40 courtries and has an extensive
dormestic netwark with more than 2,350 weekly services 1o
20 destinations in Australia,

NETWORK HIGHLIGHTS - INTERNATIONAL

% China: In December 2004, Qantas began three weekly
services to Shanghai and announced that a fourth service
veauld cammence in Navember 2005, Qantas will offer
daily non-stop services ¥ China fram January 2006 with
the start of three weekly services to a second destination
- Beljirng, home of the 2008 Olympic Games, Within
twa years, Gantas expects to offer daily services to
both Beijing and Shanghat in response to the growing
trade relationship between Australia and China and
increasing demand for leisure travel in both directions.
Trave! between China and Australia has increased more
than 40 per cent in the past three years and s expected
to growe a further 20 per cent in the next 12 months, In
addition, the Gantas Group operates 31 services each:
week between Australia and Hang Kong which: continues
to be an important destination in its own right as well as
a gateveay for through traffic from maintand China.

I

india: Gantas began three weekly services between
Sydney and Mumbai in Septermnber 2004, Travel between
Austrafia and India is on the rise with the number of
indians travelling to Australia expected to grow about

15 per cent per annum until 2010, The growing trade
redationstio is seeing an increasing demand for business
travel with leisure trave! also increasing.

% London via Hong Kong: The start of three weekly services
from Sydney to Landon via Hong Kong in November

S

2004 further hoosted capacity on the highly-comgetitive
Kangarco Route, A fourth weelkly service will e added in
Novernber 2005, bringing the numiber of services bebween
Australla and the UK fa 28, Qantas has approval to
operate a further three services to the UK via Hong Kong
frorn Aprit 2006 and affer daily services on the route.

USA: Nan-stop services between Melboume and Los
Angeles increased o eight in Novernber 2004 and nine
in February 2005, with a fourth weekly Brishane o

Los Angedes service added in July 2005, From March
2006, Qantas will add three non-stop services per week
between Sydney and San Francisco. This will bring the
total number of Qantas returs services to mainfand USA
to a record 39 services per week - 32 of which are non-
stop services,

South Africas Iy June 2005, it was announced that a fifth
Sydney-lchannesburg service would operate year-round
from December 2005, bullding an what has previcusly
been a supplementary service over the December/January
holiday pericd.

Queenstown: Services have traditionally been added

for the New Zealand ski season but will become a
permanent cperation between Sydney and Queenstown
fram October 2005 to accommodate the growing
irterest in Queenstown as a year-round holiday
destination for Australians.

Adelaide-Auckiand: in December 2004, Qantas began
three weekly services between these cities, providing
the ordy non-stop flight. Mew Zealand is an important
market, with Qantas offering more than 200 trans-
Tasman services egach week,
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5 Korea: Qantas will operate 18 return services between
Brishane andd Seaul from 28 Decernber 2005 10

5 February 2006 to meet demand during the traditional
Mew Year peak period from Korea

Asia s a key international focus for Qantas. Asian tourists are
oredicted to be the single biggest factor in global tourism in
the next two decades,

Qantas and its codeshare partners affer services o

11 countries in Asia: mainiand China, Hong Kong, India,
indonesia, Japan, the Philippines, Singapare, South Korea,
Taiwan, Thailand and Vietham.

OTHER INTERNATIONAL DEVELOPMENTS

» I August 2004, Qantas began operating twao-class
A330-300s on international routes including Hong Kong,
Shanghal, Singapare and Tokya, The seven-strong fleet
has become an integral part of international aperations,
offering 30 par cent more capacity than the smaller 767
aircralt it has replaced on these routes, Al A330-300s
are Titted with the Skybed sleeper seat in Business Class,

% Skybed is part of a $385 million investment in the
international Business Class cabin, The Skybed upgrade
continued this year with the sleeper seat to be available
on all Qantas international 747-400 and A330-300
services by the end of this year.

» Qantas is imvesting billions of doflars in new aircraft for
interrational flying including 12 A380s, Defivery of the
first AZRD aircratft is scheduled for April 2007, The A380s
will initially operate on international services between
Australia and the USA and on the Kangaroo Route to
the UK.

» Qantas opened a cabin crewe base in the UK in February
2005 which now employs around 400 fHight attendants,
including staff who relocated from Australia and those
recruited locally. The London Hight Attendants are
ambassadors for Qantas in this important market, They
began flying between Londen and Bangkok in February,
folowed by Singapore and Hong Kong i April. The crew
are receiving high satisfaction ratings from customers.

JETSTAR ASIA

Qarvtas has invested S551 midlion 1o date in etstar Asia, 2
value-based intra-Asia carrier based in Singapore, which
began flying in December 2004 with a fleat of four new
AZ20s. Jetstar Asia has a network of six destinations but
was unable to obtain operating permits to key cities in
indonesia and China despite having righis allocated by

the Singaporean authorities. in July 2005, a new hotding
company was formed which owns and operates bath
Ietstar Asia and Yatuair ~ Qantas cwns 44.5 per cent of the
new company. The two alrlines are continuing to operate in
their cwn right and participate in growth opportunities in
the region. Together the airlines operate to eight countries
in Asia - mainland China, Hong Kong, india, Indonesta, the
Philippines, Singapore, Taiwan and Thaiand,
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QANTAS SERVICES IN AUSTRALIA

The full-service Qantas daomestic product features two-
class aircraft, inflight meals, entertainment and a range of
associated services.

Qantas co-ordinates its network and capacity with value-
based airline Jetstar and regional carrier Qantaslink to
oravide the best mix of product and service across Australia
for business and leisure customers. This approach has
enabled the GQanias Group 1o maintain a 65 per cent share
of the total domestic market.

This year, Qantas has expanded its network of destinations,
increasing services 10 existing destinations, adding capacity
and oraviding seasonal increases through the use of larger
aircraft.

Highlights have included:

v significant capacity increases for Western Australia with
10 additional domestic services from July 2005 comprising
five gxtra Perth-Brishane services, three additional Perth-
Melbourne services, a third Perth-Cairns service and 2
second seasonal Broome-Sydney service; and

19 extra services to Jueensiand from July 2005, as well
as the use of different aircraft types fo provide seasonal
increases and added frequency, from Brishane and
Cairns 10 a range of destinations including Adelaide,
Perth and Sydney.

I

Qantas has continued to operate a series of longer-range,
non-stop services introduced in mid-2004. These services
are Perth-Canberra and Cairns-Perth, which operate year-
round and Melbourne-Ayers Rock, Sydney-Broome and
Melbourne-Braome, which are seasonal.

Qantas also continues to focus on the needs of frequent
business travellers, offering products and services an the
ground that complement its extensive network on major
routes and full inflight service,

Suppoart from business travellers during the year
reaffierned Gantas’ position as the airline of choice for
business travellers.

A key feature for business travellers is Cityflyer which
proviges customers with high frequency services between
Adelaide, Brishane, Canberra, Melbourne, Perth and
Sydney.

DOMESTIC ENHANCEMENTS

» A new policy Tor mabile phones and ather portable
electronic devices was introduced in June 2005
for domestic services. This policy was extended to
interrational services in August 2005, Custamers can use
their mobile phones afer they land and onboard prios
to departure. "Flight mode” capable mobile phones
and personal digital assistants (such as Blackberrys and
Palm Pilots) can alse be used inflight when the aircraft
seat belt sign is extinguished alter take-off and until the
aircraft commences descent.

I August 2004, a new domestic inflight service was
introduced featurirg the return of hat dinners in
ecanamy Class and a choice of two dinners in Business
Class. This enhanced inflight service provides customers
with increased dining options and a selection of gourmet
Snackse
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Regional carrier Qantaslink entered a new era in regional
air travel during the year with the anncuncerment af a major
fieet replacement program for both jet and turboprop
operations and expanded capacity across the network,

Qantastink currently aperates around 2,000 weekly services
nationwide and employs more than 1,000 people, a large
number of whom are based cutside capital cities.

in January, Qantaslink announced its fargest single
investrnent in the regional turboprop fleet with the
acguisition of seven new Bombardier Q40D aircralt worth
$200 million. The 72-seat (34005 will he delivered from
fanuary 2006 and Qantastink has options and purchase
rights over another 10 aircraft,

The 34205 will be the flagship of the fleet, offering a

44 per cent increase in capacity over the existing 50-seat
Dash 8 200s. The aircraft have jet-like speed, improved
nassenger comfort and lower operating costs. These aircraft
will complement a fleet of 33 Dash 8s including seven

new (3300s purchased for more than $100 million and
detivered in 2004, The airtine’s heavy mainienance base,
where the fleet of Dash 8 aircraft is maintained, is focated
in Tamworth,

in October 20004, Gantastink announced it jot operations
would progressively move from BAe146 aircraft to newer
717 aircraft from July 2005, The 717s are being released
from letstar as the value-based carrier grows its Heet of
A320s,

Eight 7175, operating in a 115-seat configuration, will
replace eight 65~ 1o 76-3eat BAe146s during 2005/06, with
two BAet4E aircraft remaining in the regional fleet until
their leases expire in Decermnber 2006,

The larger 717s will provide extra capacity on regional
routes in Western Australia, the Northern Territory and
Queenstand, alloweing Qantaslink to stimulate growth and
affer more discount seats on these routes. An agreement
was signed in June 2005 for National Jet Systermns, which
currently operates the BAeldb tieet, to operate and
maintain the new Qantaslink 717 regional flying operations
from July 2005,

This investment in the regional fleet demonstrates Qantas’
continued support for growth in regional Australia.

Other highlighis included:

» the expansion of flying operations with increased
capacity or greater frequency and more comprehensive
schedules on key routes: Canberra-Sydney,
Rockhampton-Brisbane, Bundaberg-Brishane,
Emerald-Brishane, Tamworth-Sydrey,

Port Macguarie-Sydney and Perth-Kununurra;

the start of scheduled services on Qantaslink’s newest
route between Melbourne and Wellongong in june
2005; and

new-siyle inflight dining featuring menu items from
regional producers introduced in February 20054

S



Soint of Austratia

Flying Businesses

£

St

o

When value-based airline letstar celebrated its first birthday
in May 2005, it was already ane of the leading consumer
brands in Australia, The aifline has achieved unprecedented
brand recognition for a new entrant with customer
recognition rated well above 90 per cent.

letstar has also achieved its aim of encouraging more
Australians to iy more ofters. One in 10 customers is a first-
time {lyer and letstar is responsible for a sharp growth in
oassenger trafic on many of the domestic leisure markeis
to which it flies. Some markets have grown by as much as
250 per cent.

letstar currently aperates around 130 services each day

to 17 Australian destinations - or 200 weekly services -
compared to almast 700 weekly services to 13 destinations
when it was launched. This includes services to a secondary
airport, Avalon, west of Melbourne,

in keeping with its cost structure, around 90 per cent of
jetstar’s fares are distributed online, mostly at jetstar.com.

letstar carried more than four million passengers in s

first Tull year. This was greatly assisted hy the successful
intreduction last July of the 4320 The 177-seat configured
aircraft will replare Jetstar's ariginal taunch fleet of 14 717s,
the first aight af which are being transerred to Gantastink.
Nine A320s were introduced daring this year and letstar
will move to an ali A320 fleet {23 aircraft) by mid-2006.

letstar employs more than 1,200 people.
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HIGHLIGHTS

I August 2005, fetstar announced it would start

fiying internationally. Trans-Tasman services start

from 1 December 2005, boosting Gantas Group seat
capacity by 1,500 seats per week and operating from
Christchurch ta Melbourne, Sydney and Brisbane,
letstar will also launch a new non-stop service between
Christchurch and the Gold Coast. letstar will base two
A320 aircraft in Christchurch, creating up to 100 jobs.

S

From 30 October 2005, letstar's Australian network will
increase o 18 destinations with the launch of Townsille
services. Services to Ballina/Byron and the Fraser Coast
{Hervey Bay) commenced in July 2005.

In fure 2005, letstar introduced portabile video on
demand units which are now available for rent on all
A320 services. These units screen feature movies, copalar
TV shows and music videos,

letstar launched Gantas Freguent Flyer benefits in March
2005, Frequent Flyers are able to earn points and status
credits with the purchase of letFlex fares.

A new Qantas-marketed and letstar-cperated free sale
codeshare arrangement was laurched in June 2005 as
part of a package of new incentives for international
whaolesalers to purchase Jetstar fares,

Heavy maintenance far the A320 fleet will be

undertaken at letstar’s national engineering base
in Newcastiew
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international leisure carrier Australian Airlines added new Melbourne. These services cater primarily for the
destinations and expanded services this year in the lead-up outtound Australian and New Zeatand markets.
to its third anniversary in October 2005, Australian Airines
operates mare than 100 services to 13 destinations in five
countries with a fleet of five 767-300s, These destinations
are Bali, Cairns, Darwin, Fukuoka, the Gold Coast, Hong
Konyg, Melbourne, Nagoya, Gsaka, Perth, Sapporo,
Singapore and Sydney.

» Between November 2005 and March 2006, the number
of weekly services will increase to 21 with a second
season of two weekly services between Sapporo and
Cairns for the ski season. This route is focused on
inbaund traffic from lapan but atse carrles a significant
nurnher of Australians to the Sapporo ski fields.

Australian Alrlines was establishied to maintain 2 presence

in low-yielding international leisure markets where Gantas,

with its higher costs, could not compete,

» For the first time, Australian Airlines aoperated charter
services to the holiday island of Phuket, Thailand, in
conjunction with Qantas Holidays, These services, which

it differentiates itself iy the Ieisure market by being a full- are the only return non-stop services between Sydney
service international carrier with complimentary meals, and Phuket, operated in September and October 2004
Beverages and inflight entertainment. It alse allows Qantas and June and July 2005, The second seascn of charters
Frequent Flyers to redeem poinis on its services. was launched as part of Qantas Holidays” Rediscover

Thailand campaign with the Tourism Autharity of

inbound tourism remains the main market for Austratian s _ o o .
Thailand to support the post-tsurnami recovery drive,

Airlines with Japanese visiors accounting for more than
cne-half of all passengers the airline carries. » Australian Alrfines relaunched its website
austrafianairlines.com in July 2005 and new crew

Australian Aidines offers the only non-stop services from Uniforms will be ntroduced fram Decermber 2005,

Fukuoka, Nagoya and Sapporo to Australia, with services

to Cairns, and the only non-stop service between Osaka Austrafian Aiines will focus on impraving the profitabifity

and Cairns. of its current netwaork of routes while continuing to evaluate

opportunitizs for new destinations.

HIGHLIGHTS

w0 August 2005, services to Magoya increased from seven
ta nine, This brings the number of year-round Austradian
Airlines services between Japan and Cairns 1o 19,

The majority of Australian Airlines services operate to and
from its hub and operational base in Cairns. Australian
Airtines has created rmore than 400 jabs in Cairns and
is ane of the city's largest private enterprise emplayers.
5 Austrafisn Airlines added a 13th route in December 2004 it contributes more than 3800 millkon annually to the
with two weekly services from Perth 1o 8ali. Thisis in Queensland econormy
addition to three services from Sydney and two from

2%
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The Jantas Group is an industry leader in terms of fleet
management -~ from selecting new alreraft to creating the
best mix of aircraft types to meet diverse operational and
commercial demands.

At 30 june 2005, the Qantas Group Flying Businesses
operated a fleet of 200 aircraft,

The foundations of Gantas’ long-term fleet plan were laid
in Movermnber 2000 when the aidine announced that it
would purchase more than 40 new aircraft, including 12
A380s,

As a result of this decision and other fleet investments in
recent years, 24 aircraft were brought into service during
2004/05;

% four AZ30-300s;

% sk 737-800s;

5o rHne A320%

5 three Dash 8 Q300s; and

5 bwo BAeldbs,

The A380 remnains the centrepiece of the future fleet plan.
Qantas has 12 aircraft an order with options for further
aircratt. As well as providing greater opportunities to
expand capacity at stot constrained airports, the aircraft will
allow Qantas to introduce the next generation of inflight
oroducts and services 1o customers,
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The anncuncernent by Alrbus earlier this year that
engineering and industrial issues would delay the delivery
af the AZR0 to all custemer aidines was disappointing news
for Gantas, Work is on track on a wide-ranging, multi-
business unit program that will see Qantas ready to take
delivery of its first AZ80 in April 2007.

The Qantas Group has an established program of naming
all aircraft in the Group's fleet after Austrafian towns, cities
and regichs, This calendar year, the Group will take delivery
of nire 737-800 aircraft with names such as Bvandale,
Australind and Fudunda. Last year, 737-800 aircraft with
the narmes Narooma, Cape Ctway and Arahern Land joined
the Qaritas fleet.

FLEET HIGHLIGHTS

% (Jantas in March 2004, Qantas announced it would
acquire an additichal five two-class 737-800s for
domestic operations. The aircraft is more cost effective
and Tuel efficient than the 737-300s that are being
progressively retired fram the fleet, Six 737-800s were
delivered during 2004/05. A Turther seven aircraft are
due by the end of 2005, when the fleet will number 33

Qantas' first internationally configured A330-300 was
delivered in june 2004, with a further three entering
inte service between July and November 2004, The

final thwee aircraft, also destined for medium-haul
international services, will be delivered between Cctober
and December 2005,
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letstar: in Decernber 2003, it was announced that Jetstar
would operate a single aircraft type - the 4320 aircraft
~ by mid-2006. The value-based domestic carrier had
cammenced operations in May 2004 using 717 aircrafi
that had been operated by Qantaslink, Nine A320s werg
introduced during the year and a further 14 A320s will
be added to the fleet with the 717s Being progressively
returned to the regional fleet,

I

Gantaslink: With the Dash 8s now established as the
key aircraft type in the Group's regional fleet, Qantaslink
announced in January 2005 that it would acguire seven
nevy 72-seat Bombardier Q400s. The $200 mition

commitment is the largest single invesiment ever made
in the regional turboprap fleet, These aircraft will be
delivered from lanuary 2006,

Under the Group's fleet renewal program, 14 aircraft were
retired during the year:

o 767-200s;

S

six 737-300%;

2

B

three Dash 83 and

fhree BAeldbo

£

OPERATIONAL AIRCRAFT FLEET (AS AT 30 JUNE 2005)

‘Operation Aircraft Type

Finance Leasas

. Boging TAT-400 e
. Boeing TAT-A00ER .
- Boeing 747-300 "
" Boeing 767-300FR -
*Boeing F37-800 |-
T Boeing 737-400 ..
" Baeing 737-300
- Airbus A330-200
Airbus A330-300

Qartas -

4
T

Qantastink -

.---_Bcjmi}al'diEf Dagh & - ...................... 3y L S w3
" British Aeraspace 146 g g

Jetgtar oo Boeing T17-200 T T g T Cla T
SR Aboe A20.200 5 .
Australian Aldines Baeing 767-300ER 3 z 5

Total Qantas Gronp Flest ws T oo
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in an increasingly competitive international aviation
ervironrment, refatianships with other airlines remained an
important part of the Qantas Group's international strategy.
AdHances with other carriers allow Qantas’ aperations
overseas 10 build stronger feeder traffic for its domestic
services, improve fleet utilisation and deliver the best
oossible product and access to the widest possible network.

its foundation membership of oneworld remains the
aitline’s key strateqic alliance. onaworld brings together
eight of the world's leading guality carriers: Aer Lingus,
American Adrlines, British Alrways, Cathay Pacific, Finnair,
tberia, LAN and Qantas. The aliance provides customers
with services to almost 800 destinations in more than
130 countries. It provides benefits that no individual
mernber aidine could offer on its own, from special

fares and interdine e-ticketing to Frequent Flyer points
and lounge access.

While British Airways sold its Qantas sharehalding in
September 2004, the relationship between the two
carriers remains strong. The loint Services Agreement
(JSA) continues to deliver synergies and economies of scale
on the highly competitive Kangaroo Route, The ongoiny
cormmercial agreement sees the carrers co-operating an
all of their services between Australia, South-Last Asia,
the UK and Eurcpe, as well as feeding passengers onto
each other's networks on non-15A routes.

Qantas continues its separate bilateral alliances with
American Adrlines, lapan Alrdines, and Air Pacific {in which
Qantas halds a 46.32 per cent shareholding). Qantas
currently codeshares with Aircalin, Alr France, Air Niogini,
Adr Tahiti Nai, Alr Vanuaty, Alaska Alrines, America West,

24

AMsiara, Cathay Pacific, China Eastern, EVA Adr, Finnair, Gulf
Adr, LAB, Pelynaesian Altlines, South African Alrways, Swiss
tnternational and Vietnam Alrlines,

HIGHLIGHTS

Iry 2004/05, the 15A was authorised for a further five
years by the Australian Competition and Consumer
Commission and Janias’ new services to the UK via
Hong Kong were added to the agreement,

S

» A daily codeshare service between Paris and Singapore,
operated by Alr France, began in October 2004, The
codeshare relationship with Air France allows Gantas
10 maintain a strong presence in the French market.
Customers fly o Qantas’ services between Australia
and Singapore and then connect 1o daily Alr France
flights between Singapore and Paris,

Since December 2004, Qantas has offered interline
e-ticketing with all seven of its oneworld aliance partner
aifdines, allowing customers fo travel on multiple carriers
with the convenient use af just one electronic ficket.
E-tickets offer numergus customer benefits - they
cannot be last ar stolen, make checking in for a flight
faster and allow for easier changes to bockings. E-tickets
also provide significant cost savings Tor airfines with an
estimated US%9 saved for pach paper ticket eliminated,

Alr Malta and Gantas signed a codeshare agreement in
March 2005 that will see Air Mailta codeshare on Qantas
sepvices between London and Australiza
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With an established international reputation for safety
and operational excellence, the Qantas Group continues
to operate one of the largest aircraft engineering and
maintenance organisations in the Asia-Pacific region and
one of the largest industrial organisations in Australia.

Today, Qanias Engineering Technical Operations and
Maintenance Services {ETOMS) emplays more than £,000
neonle at maintenance facilities in Sydney, Melbourne,
Brishane, Adelaide ana Avaton as well as at Ene stations
across the country and focations overseas,

ETOMS provides a comprehensive range of services to
the Qantas Group's Hying businesses as well as external
customers. These include:

» engineering and maintenance and supply chain and
inventory managerment for wide- and narrow-body
aircraft, engines and components;

% customised maintenance inspections and

airframe repairs;

aircraft intedor and commercial product upgrades

and refurbishments; and

I

3 skills training.

ETOMS rmaintained a strong focus on cccupationat health
and safety among its worktarce during the year as part of
a firm commitment to the satety of iis people, the Qantas
Group and other airline customers. This focus resulted in

continuing reductions in workplace injuries during 2004/05.

ETOMS continued to work closely with aviation regulatory
bodies as part of a total commitment to compliance
and safety.

25

HIGHLIGHTS

S

The major upgrade of an existing 747-400 open
hangar in Sydney was completed during the year.

A revolutionary retractable fabric door system s used
10 enclose the nose shelter facility, accommodating
two aircraft at the same time.

Warl was completed on the instaliation of the
International Business Class product, incuding Skybed and
inflight entertainment enhancements, in the three-class
747-400 feet,

ETOMS extended its heavy maintenance operations

1o & third Australian State - Queensland. More than
450 people are now employed in heavy maintenance
operations at Brishbane Airport and a new world-class
heavy maintenance hangar becamne operational in July
2005, The new facility has been designed to service the
Group's 767 fleet and also has the capacity to accept
A330 aircraft.

Throughout the year, ETOMS continued to consalidate
its partnership with Patrick Corporation in a joint veniure
engine maintenance facility in Melbourne. Jet Turbine
Services is operaling as a centre of excellence for General
Electric and CFMI engines to simphfy ETOMS existing
engine maintenance operations.

With its advanced technical facilities in Australia, Qantas
is one of the few airines with its own industry fraining
program thal includes apprentice, skifl developraent and
advanced training for engineers o certify the release of
aircratt and components inte services
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Domestic and international airport operatians are an
integral part of the travel services Qantas Group airlines
offer their customers,

Qantas Airports provides services ranging from customer
service and haggayge check-in to ramp services for Qantas,
Qantaskink and Australian Aldines, as well as other

client airkines. Whelly-owned subsidiary Express Ground
Handling Pty Limited orovides ramp and baggage handling
services for Jetstar,

The Qantas Group's airlings Hly to 62 Australian airports and

25 averseas airports, including domestic airports in New
Zealand. In Australia, Qantas owns or solely leases nine
domestic terminals in Sydney, Melbourne, Brishane, Perth,
Gold Coast, Canberra, Adelaide, Hobart and Launceston.

Key develapments for Qantas Airports in recent years
have revolved around the introduction of QuickCheck
check-in facilities at a number of domestic ports and the
redevelopment of lounge facilities, both in Australia and
oorts offshore,

Seif-service aptions at airporis are being enhanced to

further strearmline the customer experience before hoarding

al key domestic airports, with greater access to QuickCheck
check-in faciities 1o be introduced shartly.

Qantas is a partner with Adelaide Airport Limited in the
construction of a new 3248 miflion integrated passenger
termirial in Adelaide that is scheduled for completion

in Gotober 2005, The multi-user terminal will combine
domestic, infernational and regicnal operations in a new
buiiding adjacent to the current international terminal, The
oraject will initially include 14 aerobridges, lounge facilities
and a retail centre.

in preparation for delivery of the first of 12 twin-deck,
A3BOs from Aprit 2007, the Qantas Group is working
closely with airport authorities in Australia and overseas to
provide a next generation, seamless customer experience,

HIGHLIGHTS

» Qanias’ founge upygrade program continued this year
with the apening in February 2005 of a new Business
Class launge, shared with British Airways, at Singapore's
Changt Alrport. The new lounge is nearly three times
the size of its predecessor -~ offering seating for 450
customers, self-service food and beverages, a business
centre, entertainment and bathroom/shower facilities.
I recent years, Qantas has apened new international
Qantas Club lounges in Sydney, Melbourne, Singapore,
Bangkok and Honoluls. Qantas has also opened new
First and Business Class founges with oneworld alliance
partner American Alrlines at Los Angeles Alrport's
Terminal 4.

» 10 prepare for the resumption af Qanias services to
Murnbal in Seplember 2004 and Shanghai in December
2004, Qantas Alrports established airport services in both
cities. Work has already begun in preparation for the
resumption of Qantas’ services to Beljing in January 2006,

» Retall concessions at Qantas operated domestic terminals
are now well established and an integral part of the
travel experience for aidine customers and airport
visitors, More than 100 retail outlets now operate from
Qantas terminals induding 12 new concessions that were
opened in 2004/05.
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The Qantas Group's catering operations span six cties in
five States to deliver catering services 10 the Group's flving
Businesses as well as a large number of other customer
airiines and long distance rall and health care clients,

These operations comprise two of Austratia’s leading large-
scale flight catering businesses making Qantas cne of the
fargest fight caterer in the southern hemisphere:

» Qantas Flight Catering Limited (QFCL); and
3w Caterair Alrport Services Pty Uimited {Caterair).

QFCL aperates five catering centres in Sydney, Melbourne,
Brishane, Adelaide and Perth. Caterair operates centres in
Cairns and Sydney.

Together, GFCL and Cateralr ernploy appraximately 2,900
oeople, including more than 230 chefs with a wide range
of backgrounds and skills who are able to produce ali types
of international cuisine to suit the individual requirements
of their different airline clients.

More thar 43 million meals were produced in 2004/05.
This was an increase of more than four per cent on
2003/04, These meals were supplied to three of the
Group's airlines - Qantas mainline, DQantastink and
Australian Alrlines - and over 30 external customers.
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The year was characterised by increasing competition in the
domestic catering market and an increasing prevaience of
the “buy on board” catering model. This, combined with
the events in the aviation industry over recent years, has
made airdine clients more aggressive in their negatiations
with caterers, increasing the importance of the Qantas
Group's growth and cost reduction strategies.

Specialising in the centralised production of frozen meals,
Snap Fresh is another wholly-owned Qantas Group
catering subsidiary.

Having one of the most madern meal production centres
in the world, Snap Fresty uses advanced production and
freezing technology in line with an international trend

in the cateriryg industry to deliver greater guality and
consistency in meals,

Since it commenced operations from a purpose-built facility
in Brishane in 2002, Snap Fresh has established itself as an
industry leader.

tn 2004405, Snap Fresh further consclidated its business
with Gantas and continued 1o seek opportunities with
customers in the hospitality and health care industries,

Snap Fresh has g plant capacity of 14 million meals per
annurm. Current production levels average 250,000 meals
per week, or more than 13 million meals per year for the
Qantas Group and ather clients.

The Snap Fresh workforce has grown to more than
200 employessa
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Qantas has been carrying freight since the airline’s inaugura
service in Novernber 1922 and aplifting international airmaii
since the airiine’s tirst international flight between Darwin
and Singapore in February 1935,

Qantas continued o pursue a growth strategy in its Freight
businesses throughout 2004/05.
Highlights included:

thie addition of two wet-tease 747-400 freighters
for use on an expanding network of international
freighter services;

£

strang growth in the vofurmes of freight carried in the
belly space of Gantas Group passenger aircraft; and

I

the first full-year operation of Star Track Express under
the Qantas/Australia Post joint venture.

Qantas Freight operates services throughout the Qantas and
Australian Alrlines international networks. A number of new
freighter services were introduced during the year

The Qantas Freighl network now comprises:

I

daily services between Australia and Asia;
four weekly services from Shanghai 1o North America;

five weekly services from North Araerica to Australia;

I

faur weekly services between Australia and
Mewy Zealand; and

two weekly services between Asia and Eurcpe.

I
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international Freight operates terminal facilities in Sydnay,
dMelbourne, Brishane, Pecth and Los Angeles, providing
ground handling services for the Gantas Group and other
airlines. The Perth terminal was upygraded during the year
and plans have been completed for building and facilities
works at Melbourne and Sydney, which will be undertaken
during 2005/06.

Domestic Freight operations are conducied by Ausiralian
air Express {Aak), a 50:50 joint venture between Qantas
and Australia Post, Aak uses the belly space of Qantas and
letstar aircraft and cperates #s own fleet of 727-200 and
Bae146 freighter aircraft. Aak employs same 1,600 people
and is the major aidine haul orovider in Australia,

Star Track bxpress, which operates a national road exprass
freight netwark, recorded a 17 per cent increase in sales
far the year and continues 1o invest in vehicles and handing
facilities o ensure future growth. Star Track Express
ernploys 2 500 people
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Associated Businesses

QANTAS HOLIDAYS

Qantas Holidays is Australia’s largest travel wholesaler
and has been providing customers with holiday options
throughout Austratia and arcund the world for over

30 years.

Qantas Holidays caters to around 1.3 million customers

per year, The 2005/06 product range encampasses more
than 40 destinations worldwide, with more than 4.5 million
travel brochures distributed nationally every year, As well as
working with the Qantas Group airlines, Gantas Holidays
markets travel packages for other airlines under the Viva!
Hotlidays brand name,

in addiion to destination holidays, Qantas Holidays
oromotes packages for a number of special events

within Australia. Qantas Holidays is also the official travel
whotesaler for accommodation and event ticket packages
for the Melbourne 2006 Commonwealth Games.

HIGHLIGHTS
» Qantas Holidays celebrated its 30th birthday in October
2004 with its largest ever multi-destination holiday sale.

I

A series of charters to Phuket were operated in
canjunction with Australian Airlines, These charters
were supported by the Tourism Authority of Thailand
and assisted in the revival of this destination following
the 2004 Boxing Day tsunami.

% The ReadyRooms Accommodation internet Booking
Service for last minufe hatel accommodation within
Australia was launched in July 2004, ReadyRooms has
grown signiticantly in terms of bath range and bookings
over the past year, Accommaodation in New Zealand was
added to the ReadyRooms portfolio in August 2005,

» The package holiday product range was expanded 1o
include india and Vietharm as well as Ski Sapporo in
Japan.

Qantas Halidays is regresented in more than 100 locations,
with offices in Australia, Asia and the UK. It also has a
worldwide network of General Sales Agents.

Qantas Holidays has a 75 per cent interest in Singapore-
based Holiday Tours and Travel Pte Limited (HTT}, which
sefis wholesale fand packages from Asia fo Australia and
provides tours and transfer services throughout Asta. During
2004705, HIT expanded offices in Vietnam and China.

QANTAS DEFENCE SERVICES

Qantas Defence Services {QD5) pravides aviation
maintenance services ta the Australian Defence Force
{(ADF), including support and maintenance of the Australian
Government's Special Purpose Aircralt fleet, maintenance
of the RAAFs Hercules fleet and support for ADF fighter
and helicopter Heets,

0DS has faciiities at Mascot, Richmond and Villawood
{NSW3, Fairbairn (ACT) and Amberley (QLD), employing
approximately 350 people,

HIGHLIGHTS

» QDS established an additional facifity at Canberra Alrport
in June 2005, adding to its capability to support the ADF
and other military and civil aircraft,

» Support was provided for the increased tempo of ADF

operations, particularly in rag and post-tsunami in the
Aceh region of Indonesias
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SHARING THE SPIRIT

Qantas has always taken pride in supparting a broad variety
of community and charitable organisations - at national,
State and regional levels,

Sharing the Spirit - Qantas’ community program aimed at
fostering iinks with charities, sport and arts groups, especially
in regional Austraia and armong Australia’s youth - achieved
its ohe-year milestone in February 2005

The program extends suppart ta the airline’s existing charities
such as CARE Australia, Starfight Children’s Foundation of
Australia, UNICES, CanTeen and Mission Australia and
introduces new projects and activities for other charity graups.

One key inftiative is the Qantas Spirit of Youth Awards (SOYA),
which offers peaple under 25 the chance to win cash and air
travel in seven categaories: music, writing, visual arts, film,
industrial and object design, photography and fashion design.
Additional awards in dance and cocking are alse provided
and in 2005, a special community award was added to
recoqnise a young volunteer’s worle Importantly, SOYA
oravides mentoring from leading Australian creative fiqures
such as fashion designer Peter Morrissey, musician Paul Mac,
industrial designer Marc Newson, chef Ned Perey and film
director Gillian Armstrong.

in Sharing the Spirit’s first year, there were more than

20 events ncluding:

£

regional tours of The Australian Ballet Dancer's Company,
Bangarra Dance Theatre and Sydney Dance Comgpany;

I

youth workshops and coaching clinics conducted by
Qanias Armnbassadors Nell Perry, Peter Morrissey and
Olympic champion Kieren Perkins (OAMY; and

regional coaching clinics in conjunciion with the National
Rugby League and the Mational Basketball League.

I
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The airline’s charity assistance was further dernonstrated
through its support of the UNICEF Change for Good
pragram, with over $1.5 million being raised by Qantas
passengers during 2004,

Qantas was closely invelved in assisting the Australian
Government with #s refief efforts following the 2004
Boxing Diay tsunami. This included cperating two special
retief Hights, flying in urgently needed rmedical personned,
delivering medical and charitable supplies free of charge and
assisting Australians o return home from the affected areas.
Qantas alse aperated an additional Hight 1o Malaysia to
transport medical tears and supplies and donated the fuel
for an Aak cargo flight to Indonesia.

A donation of $1 million was provided ta help tsanarmi refief
and pre-hooked advertising space for newspapers around
the country was donated to charities 1o raise funds. Qantas
alse Hew Austratian and international cricketers to Melbourme
for a special tsunami reliefl match,

UNICEF Chiange for Good envelopes from Qantas flights in
tanuary 2005 were used exclusively for tsunami refief efforis,
raising over $400,000.

As ary Official Partner of the Melbourne 2006
Comrmonwealth Garnes, Qantas taok its support to
Australia’s skies with the launch of a new 737-800 aircraft
emblazoned with the Games logo. The aircraft was named
Farak, atter the Games mascot.

Qantas continues to be a sponsor of many of Australia’s
greatest teams including the Qantas Wallabies and Qantas
Socceroos. Qantas is 3 proud supporter of many different
events and sporting bodies including Tennis Australia,
Mational Rugby League, Netball Australia, Australian Football
League, Cricket Australia, the Australian Open, the Australian
Formula One Grand Prix and the Australian Clyrapic Tearmn,
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Qantas is alse an impartant supporter of the arts through its
assaciation with the Art Gallery of NSW, Australian Chamber
Orchiestra, Australian Youth Orchestra, Australia Business
Arts Faundation, Bangarra Dance Company, Museurn of
Contemperary Art, Musica Viva, Opera Australia, Sydney
Dance Company, The Australian Ballet and Tropfest.

OTHER SPONSQRSHIPS
»  An indigenous Cadet Pilot Scholarstip Program, worth
more thar $60,000, was launched in July 2005,

% During August and September 2005, the Qantas Kickstart
Camg brought together 48 talented, young indigenous
AFL players from araund Australia for a unigue foctball
and educational experience.

Qantas’ annual Good Friday Charity Flights have raised
more thar $2 million aver the past 19 years for the Rayal
Children’s Haspital in Mefbourne.

I

% Qantas’ annual Pathfinders charity fiights have raised
maore than $300,000 aver the past three years for the
Royal institute for Deaf and 2lind Children.

% Far ning years, Qantastink has operated a special charity
flight, with the assistance of Rotary, far children in need.

Qantas offices overseas support charities and sponsor
organisations locally including the American Cancer
Saciety, the Austrafian Pavilion at World Expo 2005 in
fapan and Mew Zealand's Cure Kids far research into
childreryy illnesses.

I

ENVIRONMENTY

The Qantas Group recognises that its environmental
oerformance is an imporiant aspect of its overall operations,
Promuoting continuous imgprovement in this area remains an
important focus,
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Initiatives include:

S

developing an environment management system including
ptans for individual business units;

auditing Qantas Group aperations and activities to gauge
performance and identify areas for improvernent;

carrying out ervircnmental due diligence as part of the
acquisition and ieasing of all newe worl sites and Tacilities;
monitering and reporting on soif and groundwater quality
al key operational sites;

incorporating energy and water efficiency initiatives and
sustainability principles in the design of new facilities;
participating in airport noise abatement cormmitiees in
capital city and major regional ports acrass Austratia;
working closety with international agencies, such as

the International Air Transport Association and the
Association of Asia Pacific Alrlines, on climate change
strategies and a balanced approach ta noise rmanagement;
coflecting and analysing data relating fo waste
management activities; and

develoning and supporting waste minimisation and
recycling initiatives.

The Gantas Group continues its refationshio with various
ervironmental organisations including:

2

S

Cleary Up Agstradia and Clean Up the World;

Landcare Australia, directly supporting revegetation and
tree planting profects in a nurmber of regional areas across
Australia; and

Greenfleet, commiiting the Qantas Group ground
transport fleet to a tree-planting program which

offsets vehicle emissionse
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Paud Anderson Mika Codd, AC General Peter Cosgrove, AC, MO

Patricia Cross Garry Hounsell Jirn Kannedy, AQ, CBE

Jamas Packer By john Schubert
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~RBoard of Directors~

Margaret Jackson, AC, Chairman
independent Non-Executive Director

Margaret Jackson was appoinied to the Qantas Beard in
fuly 1992 and as Chairman in August 2000, Ms Jackson
also Chalrs the Qantas Remunerafion and Nominations
Committees.

Ms Jackson is a Director of Austrafia and New Zealand
Hanking Group Limited and Billahong tnternational Limited.
She is a Member of the Business Council of Australia
Chairman’s Panel, a Feliow of The Institute of Chartered
Accourtants in Australia and a Member of the Foreign
Affairs Coundl. In addition, Ms Jackson is an Executive
Committes Member of the Australia lapan Business
Co-operation Committee and a Director of the Howard
Flarey institute of Experimental Physiotegy and Medicine.
She is also an international Trustee of the Carnegie Melion
University in South Australia.

Ms fackson was a partner of KPMG Peat Marwick's
Management Consulting Division unté 30 June 1297
when she became a professional director.

Geoff Dixon
Chief Executive Officer

Geoff Dikon was appointed Chief Executive Officer and
Managing Director of Qantas in March 2001, He was Chief
Executive Designate from November 2000, alter serving as
Deputy Chief Executive Officer since November 1928, He
was appointed to the Qantas Board in August 2000,

Mr Dixon is a Member of the Gantas Safety, Environment

& Security Commities, Chairman of a number of controlled
entities of the Qantas Group and Chairman of the
Singapore-based company, OrangeStar Investrment Holdings
Pt Lid which awns the value-hased carriers, Jetstar Asia
Adrways Ple Ltd and Valuair Limited. He is alse a Directar

of Leighton Haldings Limited and Air Pacific Limited. He is
ot the Governing Board of IATA and is a Member of the
internatianal Marketing Institute of Australia. Mr Dixon is
alse on the Board of the Business Council of Australia.

Peter Gregy
Chief Financial Officer

Peter Gregy was appointed Chief Financial Officer and
to the Qantas Board in Septernber 2000,

Mr Greqg is a Director of a number of controlled entities
and associated companies of the Qantas Group, induding
the Singapore-based company, OrangeStar investment
Holdings Pte Lid which owns the value-based carriers,
letstar Asia Airways Pte Ltd and Valualr Limited. He is also a
Director of Adr Pacific Limited. He is a Feliow of the Finance
and Treasury Assocdiation and a Member of the Australian
institute of Company Directors,
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Paul Anderson
independent Non-Executive Director

Paul Anderson was appointed o the Qanias Board
in September 2002, He is a Member of the Qantas
Remuneration Committee,

Mr Andersan is the Chiel Executive and Chairman of

Duke Energy Corporation and is a Global Counselior for
The Conference Board.

Mr Anderson was the Chief Executive of BHP Billiten
Limited and s predecessor, BHP, from 1998 10 2002

Mike Codd, AC
independent Non-Executive Director

Mike Codd was appointed to the Qantas Board in Januaary
1992, He is Chairman of the Qantas Safety, Enviranment
& Security Committee and a Member of the Gantas Audit
Carmmitiee.

ar Codd is Chanceflor af the University of Wollangonyg
and a Director of the Wealth Management Companies of
the MNaticnal Australia Group and INGEUS Lid.

From 1581 10 1986, Mr Codd neld senior positions in the
Australian Government. From 1986 to 1891, he was the
Head of Department of the Prirne Minister and Cabinet and
Secretary o Cabinet.

General Peter Cosgrove, AC, MC
Independent Non-Executive Director

General Peter Cosgrove was appointed to thie Qantas
Board on & fuly 2005, He is 2 Mermber of the Qantas Safety,
Environment & Security Cammittee,

General Cosgrave served in the Australian Army from 1965
and was the Chief of the Australian Defence Force from
3 July 2002 unti his retirerment in july 2005

General Cosgrove is a consultant to Deloitte Touche
Tohratsy and is a Member of the Austrafian Institute
of Company Directors,

Patricia Cross
independent Non-Executive Director

Patricia Cross was appointed to the Qantas Board

on 1 January 2004, She is a Member of the Qantas
Remuneration Committes,

Mrs Cross is a Director of Wesfarmers Limited and the
Murdach Children's Research Institute. She has been
appointed 1o the Board of National Australia Bark Limited
effective early December 2005, Mrs Cross is also a Fellow
of the Australian institute of Company Directors,

frs Cross has warked the last nine years as a professional
non-execdtive campany director, Prior 10 that, she worked
for 15 years with Chase Manhatian Corporation, Bangue
MNatiohale de Paris and National Austrafia Bank Limited,
where her last position was General Manager, Whalesale
Banking and she was a Member of the Bank’s Executive
Committes.
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~RBoard of Directors~

Garry Hounsell
independent Non-Executive Director

Garry Hounsell was appointed to the Qantas Board on
1 January 2005, He is a Member of the Gantas Auadit
Committes.

Mr Haunsel is a Director of Orica Lirnited and NMufarm
tirmited, He is a Consultant to livestec Bank {Australial Lidd.
Mr Hounsed is also a Director of The Mactarlane Burnet
institute for Medical Research and Public Health Lid and
Methodist Ladies’ College Ltd. He is a Fellow of The institute
of Chartered Accountants in Australia, a Certified Practising
Accountant and a Fellow of the Australian Institute of
Company Directors,

Mr Hounsel! is a former seniar partners of Ernst & Young
and was Chief Executive Officer and Country Managing
Partner of Arthur Andersen.

Jim Kennedy, AO, CBE
independent Non-Executive Director

lirm Kennedy was appointed to the Gantas Board in October
1995 He iz Chairman of the Qantas Audit Committes and a
Member of the Qantas Remuneration Commities.

Mr Kmmedy is Deputy Chairman of GWaA International
Limited. He is also a Director of Australian Stock Exchange
timited and Suncorp-Metway Limited. He is a Feliow of The
institute of Chartered Accountants in Australia,

Mr Kennedy was previously Chairman of Queensland
investrent Corporation and the Australian Postal
Commissicn and was a Director af the Commonmawealth
Bank of Australia, MIM Holdings, Pacific Duniop, Santos
and QCT Resources,

James Packer
independent Non-Executive Director

larmes Packer was appointed to the Qantas Board on
1 March 2004,

WMr Packer was appointed Executive Chairman of Publshing
and Broadcasting Limited {(PBL) in May 1998 having served
as Chief Bxecutive Officer of PBL from March 1996 until
Way 1998,

Wr Packer is also Joint Chief Execative Officer of
Caonsolidated Press Heldings Limited and a Director of
Challenger Financial Services Group Limited and Hoyts
Cinernas Limited.

Br John Schubert
independent Non-Executive Director

Iohn Schubert was appointed to the Qantas Beard in
October 2000, He is a Member af the Qantas Safety,
Enwvironment & Security Cammittee and the GQantas
MNorinations Committee.

Dir Schubert is Chairrnan of the Commonvealth Bank

of Australia and a Director of BHP Billiton Limited and

BHP Billton Plo. He is also Chalrman of G2 Therapies
Lirnited and the Great Barrier Reef Research Foundation.

Dir Schwbert is a Member of the Australian Graduate Schood
of Management Advisory Board and the Business Coundl
of Australia

D Schubert was Managing Director and Chief Executive
Otficer of Pioneer International Limited from luly 1993 1o
Way 2000 and was Chairrman and Managing Director of
Essn Austrafia Ltd from 1987 to 1993, He was President
af the Business Council of Australia from January 2001
te October 2003,

~Executive Commitiee~

Denis Adas ..
“-Executive General Manager -
:fAssociated'Businesses s
& tead of. Fre;ght
'Fiona Balfour - e
- Executive Generai Manager_
{yantas Business Services .-
& Chief informatmn Offﬁ:er_

- John Borghetti- . -
; fExecutwe Genera Manager__
Qantas.. . e
f;Kevm Brown e
- Executive. Genera Manager__"_'--___ S
:.'_Peopie L L

Curtis Dawes

.'Paut Edwards .

o AEi;ances

David Hawes -

) ':_Dawd Cox .
. Exgcutive General Manager
".Engineering Technical: Operatzons
_"._'and Mamtenance Semces -

:ﬁ “Head of Sustamabie Future Program__
“Belinda de Rome "

. Head of Corporate Commumcatson .

. Executive Genera Manager‘

" Grant Fenn .. 3
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_’_‘-Airports and Catermg B

Head of Government &
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... General Counsei
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_ '.Narendra Kumar - S
. Executive General: Manager a
_Regional Azr!mes

. Chris Manning
" Head of Flight Operanons
. & Chief Piiot - :'

..___:Andrea Staines -
. Executive Generai Manager
- Australian Airlines -
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~2005 Corporate Governance Statement~

OVERVIEW

Corporate Governance is core to ensuning the crealion, protection
ard enhancaraert of sharehaolder value. The Board mairtaing,

and ensures that Qantas management mairtaing, the highest
tevel of corporate ethics. The Board comprises a majority of
indeperdent Nor-Erecutive Directors whao, together with the
Executive Directons, have extensive commercial experience angd
arng independence, accountability and judgment to the Board's
daliberations to ensure maximam benefit o stakeholders, including
sharehoiders, custorners, suppiiers, employees, government
requlators and mernbers of communities where Gantas operates.

The Gantas Board endosses the ASX Cornorate Governance
Council's Principles of Good Corporate Goverrance and Best
Practice Recornmendations (ASK Principles).

THE BOARD LAYS SOLID FOUNDATIONS FOR
MANAGEMENT & OVERSIGHT

The Board has adoptad a formal Charter. & copy of the Board
Charter is available on the Corporaie Governance section of
the Gantas website (hrip e gantas com acfirfolabout/
corporateGovermance).

The Board is responsible for:

% prormoting ethical and resporsible decision-making;

no ensuring compliance with lavws, tax obigations, reguiations,
approprigte accounting standards and corporate policies
{inciuding the Code of Conduct and Ethics);

5o Selling and reviewing sirategic direction and approving the
annual operating budget,

no o overseeing the Gantas Group, induding its control and
aooounlabibity systerns;

% monitoring e operating and fnancial perfermance of the
Cantas Group;

no approving and monitorng major capital expenditure programs;

% appointment and remaval of the Chie? Erecutive Officer and
Chief Financial Officer;

% morioning e performance of the Chisf Executive Officer,
Chief Financial Officer ang Executive Management;

% ensuring a cear relationship between performance and
axeculive remuneration;

% moritoring risk management,

% ensuring that the market arg shasehoiders are fully informed
of rmaterial developrments; ard

w o recognising the legitimate interests of stakekiolders.

Directors receive formal letters of appointment setting out the key
terms, condivions and expectations of their appoirtment.
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BOARD MEETINGS

The Board holds nine formal Meelings & year. Additional hMeetings
are heid as reguired. A two-day Meeting is held in May o review
and approve the strategy and finandat plan for the next financial
year.

Drerzils of the Directors, thelr gualifications, skills and experience
are detaided on pages 33 and 34, Attendance at 2004/05 Board
and Committee Meetings is detsiled on page 46.

AUSTRALIAN PROVISIONS

The Garntas Constitution conlamns provisions required by the
Qartas Sale Act 2o ensure the independence of the Gantas Board
and to prodect the airfine’s position as the Australian Hag carrier:

% head office must be in Austrafia;

» two-thirds of the Directors must be Australian ctizens;

% Chairman raust be an Austrakan ctizen;

» quordm for a Directors’ Meeating rmust inciude a majority
of Directors who are Australian Gtizens,

B maximum 49% aggregate foreign ownership;

B maximum 3%% aggregate foreign airline ownerstin; and

B maximarn 25% ownership by one foreign person.

THE BOARD 1S STRUCTURED TO ADD VALUE
Qantas has 11 Directors {see detaiis from page 323, Nire Directors
are independent Mon-Executive Directors elected by shaveholders.
The independent Mon-Executive Directors are:

Eriractor Year of Appointment
Margaret Jackson (Chairman) 1952
Faul Anderson 2002
Michael Codd 1942
Feter Cosgrove 2005
Fatricia Cross 2004
Garry Hounsel 2005
Jim Kernedy 1955
Jarmes Packar 2004
John Schubert 2000
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~2005 Corporate Governance Statement~

INDEPENDENCE

indeperdent Directors are those who have the ability to exercise
their dities untettared by ary business ar other refationship and
are wiling to express their opinions at the board table free of
concern ahoul their position or e position of any third party.
The Gantas Board does not believe it s possibie 1o draft s list of
criteria which are appropriate 1o characterise, in all circurnstances,
whether a Non-Executive Director is indepernident. It is the
approach and attitude of each Non-Executive Director which is
critical and this must be corsidered in relation tw each Direclor
white 1aking irto account ail other relevant factors, which may
include wihether the Non-Execstive Directorn

5 i a substantial sharsholder dwithin the definition of seciion
4 of the Corporations Act) of Gantas, of an officer of, or
othenwise associated directy with, a substantial sharehaolder
of Qantas;

% has, within the last three years, been emploved in an exacutive
capacity by the Qardas Groun;

% has, within the last three years, been a principal of & materisi
professional adviser or a material consultant io the Qantas
Groun or ar empioves materially associated with the service
proviged;

%o is a material supplier or customer of the Qantas Group, or an
officer of of othenaise assocated directly or indirecty with
& material suppiier or customer;

n has any materal contractus! relstionship with the Qantas
Group other than as g Director;

% has served on the Board for & periad which could materiatty
interfere with the Director's ability 1o act in the best interests
of the Qartas Group {and it is neither possible nor appropriate
10 assign & fized term Lo this critedia); of

% is free from any interest and any business or other relationship

wihiich could, or could reasonably be perceived o, materialy
interfere with the Director's ability 10 act in the best interests
of Gantas.
The Ganias Board Charter reguires each Director o immediately
disciose 1o the Board if halshie has any concern ahout his/her own
independence.

Al Qantas Independent Non-Ixecutive Directors brirg a real
incdependent view to the consideration of Board issues. in
addition, two new Independent Non-Execuiive Diractors bave
heen apoointed in the last 12 months {Garry Mounsell andg Peter
Cosgrove), The appointment of these new Birectors bas refreshed
the Board and incorporated naw ideas and enargy.

Qantas beligves that the following materiality threshoids are
refevant when considering the independence of Non-Executive
Directors:

3

w for Directors:

a relationship which accounts for more that 10% of
hisfher gross incorne {other than Director's fees paid by
Qaritas); or

when the refationship is with a firm, company or entity,
in respect of which thie Director {or any associate) has
racre than a 20% sharehoiding if a privaie company of
2% sharsholding if a listad corapany, and
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for Gantas

S

ir respect of athvisars or consuitants — where fees paid
exceed §2 million na;

ir: respect of suppliers — where goods or sarvices
purchased by the Gantas Group excead 5100 million pa
{other thar: banks, whese materiality must be determined
on g case by case hasis);, of

ir: respect of customers — where goods of services supplied
by Qaritas Group exceed $100 miflion pa,

Cantas, as the principal Australian aifline, has commercial
relationships with most, if not all, major entities in Austral
As such, in determining whether a Non-Executive Director is
independent, simply baing & non-exacutive director on the board
of another erdity is not, in itself, sufficdert to affedt independence.
Mevertheless, any Director on the board of another entity is
ardinarily expecled to excuse themselves from any meeting where
that entity’s commerdial relationshin with Garitas is girectly of
irdirectly discussed

Cantas bas two Executive Directors, Geofl Bixen (Chief Executive
Officer) and Peter Gregg (Chief Financal Officer}. These Birectors
are nol freated as ndependent.

Incdependent professional advice s avaiable to the Directors

it necessary, a1 the expense of Ganias,

Atthia 2000 Arnual General Meeating (AGWM}, shareholders
approvad Gantas erdering into Director Protection Deeds with
each Direcior.

NOMINATIONS COMMITTEE

In dday 2005, the Board separaled the functions nreviously
undertzken by the Chairnan’s Committee into the Nominations
Coramittee and Remuneration Cormmitiee.

The Nomnations Committes:

»o has two Members who are Indenendent Non-Executive
Directors;

% is chaired by Margaret jackson;

wo has zwritten Charter which is available on the Corporate
Goverrance section of the Gantas website {hp /i,
gantas.com. aulinfo/abhout/corporateGovernancel: and

» assiats the Board in fulfifling #s Corporate Governance

responsibilities in regards o
Board appointments and performance;
Girectors' induction program;
Comrittee Mernbearship;

Executive Management sucCession planning, apoointrments

and termirations; ang

other matters referrad to the Committee by the Board,
The experierce and gualifications of Members of the Nominations
Committee are detailed on pages 33 and 34, Memberstiip of
and attendance al 2004/05% Chairman's Coramittes heetings are
detailad on page 46.
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~2005 Corporate Governance Statement~

THE BOARD PROMOTES ETHICAL AND
RESPONSIBLE DECISION-MAKING

The Board has a formal Code of Conduct and Ethics which
deals with:

:

5o compliance with laws and feguiations;
n political contrihutions;

no o unacceptable payments;

no giving of receiving gifts;

5 protection of Qantas assets;

% PrODEr LCounting

no dealirgg with auditess;

% urauthorised public statements;

% conflict of interest;

% use of inside information; and

% Qantas Empioyee Share Trading Policy iinsider Tradingl,

A copy of the Gantas Code of Conduct and Ethics is available
o the Corporate Governarce section of the Qantas website
ihttp: fhaneer gantas com av/info/ahout/corporateGovernance).

The Gantas Code of Conduct and Bthics containg the Qartas
Emiployee Share Trading Policy {insiger Trading). The Policy sels
guitelines desigred 1o protect CGantas and Gantas employees
from intertionally or unintentionaity breaching the lawe. Qanlas
employees must not purchase or sell Qantas securities while in
possession of Materal Non-Pabiic Information.

PROTECTED DISCLOSURES

The Board approvad the Qartas Protected Disclosures Policy
{Poticy! at its December 2004 Meeling. The Policy encourales
BMPIGYERS 10 fepart Concermns in relation o #legal, unethical

of mproger conduct in creurmstances where they may be
apprehensive about raisirg their concern because of fear of
possible adverse renercussion. A Qantas Protected Disclosures
Comrittee has beer established to manage mnvestigations and
repart {o the Board and Audit Committee. The Policy is available 1o
alt Qartas Groug employees and is also available on the Corporate
Gowernance section of the wehsite (Mip/Avww.gantas.com.aul
info/about/corporateGovernance).

THE BOARD SAFEGUARDS THE INTEGRITY

OF FINANCIAL REPORTING

As reguired by section 28954 of the Corporations Act, the Chief
Frecutive Officer and Chief Financial Officer declare that:

" ous opinion

[EY

the finandai records of the Qantas Groug for the financial
vear ended 20 june 2005 (Financial Periad) have been
properly maintained in accordance with section 286 of the
Corporations Act;

the financa staternents and the notes referred 10 i seclion
295(33b} of the Corporations Act for the Financial Period
comply with the accounting standards; and

i

the financiat staternents and notes for the Financial Periogd
give & true and fair view in accordance with section 297 of

the Corporations Aot

)
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In addition, as required by Recommendation 4.1 of the Principles,
the Chief Executive Gificer argd Chief Financial Officer state that:

“Ihe Finandal Report for the Financial Period present & true and
fair view, in ali raterial respects, of the Qantas' financal condition
and operaticnal results and are in accordance with relevant
accounting standards.”

AUDIT COMMITTEE
The Board has an Audiy Comrmittee which:

» has three Members who are Independent Nan-Fxecutive
Directors;

»is chaired by Jim Kennedy, ar Independent Non-Execative
Director whao is a Fellow of The Institute of Chastered
Accountarts i Australia;

wo has zwritten Charter which is avaitable on the Corporate
Goverrance section of the Gantas websiie (htip/iiwwer.
ganias.com.aufinfo/shoui/orporsteGovernance!;

wincludes Members who are al financiaily iterate; ang

n i5responsible for monitoring:

biusiness sisk management fother thar the operational sisk
mananement issues delegated o the Safety, Enviscanment
& Security Commitlee {SESCH);

compliance with legal and reguiatory obligations (other
than the operationa! compliance obigations monidorad by
the SESC),

comphance by alf employees with all peiices ncluding the
Cardas Corporate Code of Conduct and Ethics;

the establishment and maintenance of the internat control
frameawork;

the reliability and irtegity of financial information for
inciusion in the Gantas firandal staterments;

sgfeguarding the independence of the external auditor;
and

audit, accounting and financial reporting obligations.

The experierce and qualifications of Members of the Audit
Commirtee are detziled on pages 3% and 34, Membership of
and attendance at 2004/05 Comrmittee Meetings are detaifed on
page 46.

The Board and Audit Comimitlee dosely monitor the independence
of the external auditor. Regular reviews occur of the independence
safeguards put in glace by the external auditor. As reguired by
section A0001100a% of the Corporations Act and clause 42 of

the Audit Committee Charter, the Audit Cormittee has advised
the Board that it is appropriste for the following statement to be
inciuded ir: the 2005 Disectors” Report under the heading “Non-
Audiy Services™:

“The Girectors are salisfied that:

the non-acdit services provided during the 2004/0%5 financial
yaar Dy KPMG as the external auditor were compatiblie with
the general standard of independance for auditors imposed by
the Corporations Act, and

s
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any non-audit services provided during the 2004/05 finarcial
vear by KPMG as the external uditor did not compromise the
auditor independence requirements of the Corporations Act
far the folowing reasons:

{1 KPMG services have not involved partrers or stalf acting
in a manageral or Gedson makindg capacity within the
Qantas Group or been involved in the processing or
originating of transactions;

KPMG noa-audil services have only been provided where
Qantas is satisfied that the related function of process wilk
i procedures;

mot have a raterial bearing on the ag
KPRG partners and staff invelved in the provision of
mor-audit services have not participated in associated
aporoval or authosrdsation processes;

{iii}

{v) a description of alf non-audi services underlaken by
EPMG and the related fees have been reported (o the
Board o ensure complete ransparency in relation o the
services provided: and

The declaration reguired by section 307C of the
Corgorations Act canfirrming independence has been
received from KPMG

Qartas rotates the lead audi partner every five years and imposes
restrictions on the employrment of ex-empioyees of the external
avuditorn

Policies are in piace Lo restrict the type of non-agdil services which
can be provided by the external auditor and there is a detailed
racnthly review of non-sudit tees paid to the external auditor

Al sach heeting, the Audit Comemitlee meets privately with
managemert withou! the external auditor and with the external
auditor without management.

THE BOARD MAKES TIMELY AND

BALANCED DISCLOSURE

Qantas has an established process 1o ensure that i s in compiiance
witl s ASK Listing Rule disclosure reguiremeants. This includes a
raorttly confirmation by gl senior maragarment that their areas
have comglied with the Qantas Continuous Disclosure Policy.

& copy of the Gantas Continuous Disclosure Policy is available on
the Corporate Goverrande section of the Gantas wehsite {htip.//
wve gantas. com.aufinfolabout/corporateGovermiance). Gantas

includes commentary on its finandial results in its Annual Report.

THE BOARD RESPECTS THE RIGHTS

OF SHAREHOLDERS

Qartas has an effeciive Shareholder Communications Policy
which prometes effective communication with sharehaiders and
encourages effective participation at gereral meetings, A copy of
The Gantas Sharehoider Coramunications Policy is avaitable on the
Comorate Govermnance section of the Qantes website (hitlp /s,
gantas com avdinfolabout/corporateGovernancel,

Dartas places all rmarke! announcements on s website and
registered shareholders recaive an email when there is 3 material
arncuncament.
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The 2005 Notice of Meeting and Explarstory Letler is on the
Qantas website and the 2005 AGM will be availabie for viewing
by lve viebcast. For shareholders unabie o attend, a guestion
form accompanied the Notice of Meeting, giving shareholders the
opportunity 1o forward guestions and corynents to Qartas or the
external audiior prior o the AGRWM.

AUDITOR AT ANNUAL GENERAL MEETING
The external acditor attends the AGM and is avaiiable to answey
shargholder guestions on;

% the conduct of the audit;

»  the preparalion and conduct of the suditor's report;

»  the accounting polices adoptad by Qantas in relation o the
preparation of the financal statements; and

» tng independence of the auditor in relation to the conduct

of the audit.

THE BOARD RECOGNISES AND MANAGES RISK
The businesses operated by Gantas are complex and involve

a range of strategic, operational, financial and legal risks.
Fecognising this, the Board has established a sound system of
risk cwersight and managerment and internal control designed o
identify, assess, monitor and manags risk,

Policies have been developed that include companents relating

o ovarsight, risk profile, fisk management and assessing the
effectiveness of risk aversight and management, Jentas is
continually aligning its systern of risk management, internat
complianee and contral with principles included in the Austratian/
Mew Zealand Standard on Risk Management {A5/NZS 4360:2004}
and the COSO {the Committee of Sponsoring Organisations of the
Treadway Comemiss: mework for evaluating internal conlrols.

wa

INTERNAL AUDIY

Cantas bas an effective Internat Audit function wiitch is materialy
irvolved i risk identification and management. The Intarnad Audit
function is independent of the external avditor, has fulf access 1o
management and the right to seek irformation and explanason.
The fudit Committes oversess the scope of the internal Audit an
has access to the Head of internal Audit without the presence of
ITENAgeent.

RISK MANAGEMENT EXECUTIVE COMMITTEE

Qanias has established a Risk Management Executive Committes
RMEC) witich is made up of alf Members of the Executive
Cormrmittee. The RMEC meets regularly to identity alt major risks,
ensure approprista risk management plans are in place and to
manitor the effectiveness of the implementation of the risk
management glans, The RMEC prepares a monthiy Corporate Risk
Managemert and Internal Audit Activity Report for the Board
waliichs is feviewed in detail by both the Audit Committes and

the SESC.
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SAFETY, ENVIRONMENT & SECURITY COMMITTEE
19454, the Board estabiishad the SESC which:

M

v

. has four Members, the Chief Executive Officer and three
Indenendent Non-Executive Diraclors;

5 is chaired by Mike Codd, an Independent Non-Executive
Cirector;

% has a written Charter which is avaitable on the Corporate
Governance section of the Gantas website (htp/fane,
cantas.com aufinfolaboui/corporateGovernarce); and

% is responsible for monitoring:

safety, occupational heaith, the protection of the
envifonment and operational security;
operationat risic management {other thar: the business risk
management issues delegated (o the Audit Committes) 1o
ersure that the appropriate risk management procedures
are in place to orotect the airling, IS passendgers, its
empioyees and the community; and
rompliance with all operational legal and reguiatory
chiigations {other fhan the business compiiance
obligations monitored by the Audit Cormittee}.
The experience and quaiifications of Members of the SESC are
dataited on pages 33 and 34, Membership of and attendance at
2004/05 Cormmittee Meetings s Setailed on page 46.

CEQ/CFO DECLARATION

i accordance with Recormmendation 7.2 of the ASX Princinies,

ar the #rme the Chief fxecutive Officer and Chief Financial Officer
provide the Board with the Firandal Declaration, they also state o
The Board that, inrespect of the entire reporting period:

“1.1 the statement given in accordance with Recommendation 4.1
ithe integrity of financial staternents} is founded 0a a sound
systermn of risk management and internal compliance ard
cortral which, in sl matesial respecls, ynplements the policies
wltich have been adopted by the Board of Bireciors either
directly or through gelegation to senios executives; and

1.2 the risk management and internal compiiance and cortrol

systerns are operating effectively, i ail material respecs,

based on the risk management statement adopted by

Gantas. This staterment incorporates as its foundation the

principies included i the Australian/MNew Zealand Standard

on Risk Management {AS/NZS 42602004}

The statements given in accordance with Recormnmergiation

7.2 {above) regarding the risk management and interna

cornmpliance and conirol systermn provide a reasonable, but not

ahsoiute level of assurance and do not imply a guaraniee
against adverse eventls or more volatile outcomes afising in
the futura.”

THE BOARD ENCOURAGES

ENHANCED PERFORMANCE

The MNominations Cormmities is responsible for evaluating the
Board's performance.

A format review of Board and Cormmittes performance was
undertaken during the year by the Board at its May hMeeting. This
involved the completion of & lengthy questiornaire concerning the
performance of the Board and each Committee and the detailed
discussion of the aggregated results by the Board.
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The Chairmar discusses performance with each Direcior during
The vear.

A formal induction pragram is available to new Directors o ensure
they have a working knowiedge of Qantas and the airiine industry.
The Directors have open access ta all relevard information, there
afe requial management presentations and vists o interstate/
offshore operations. Directors may meet independantly with
managernent ag any time to discuss areas of inferest or concem

THE BOARD REMUNERATES FAIRLY
& RESPONSIBLY

The Gantas Executive Remuneration Philosophy and Objectives is
set outin full in the Directors’ Report (see page 514

REMUNERATION COMMITTEE
The Board has a Remuneration Committes which:

w has four Members who are independent Mon-Erecutive
Direciors;

% is chaired by Margares jackson;

wo has zwritten Charter which is available on the Comorate
Goverrance section of the Qantas Website (Mtipihanany.
gantas.com.aufinfofhout/corporateGovernance;, and

» i5 responsibie for developing and recommending o the Board:

rernuneration podicies for Non-Executive Directors;

rerunieration pofices for the Chief Executive Sfficer
and Chief Financial Officer;

rermunerglion poficies for Executive Managerent;

Executive oplion and share granls;

humnan fesources policies; and

other matters referrad to the Committee by the Board,
The experience and qualifications of Members of the
Femuneration Committee are detailed on pages 33 and 34,
Membershin of and attendance at Z004/05 Rermuneration
Corarmittze hMeetings (and previous Chairman's Committes
Mestings) are detailed on page 46.

The remuneration of the Directors and Spedfied Erecutives s
disclosed in the Remuneration Report on page 54, All equity-based
Executive rerunaration is made in accordance with plans approved
by shiareholders,

On retiremerst, Qantas Dirsctors are entitled o statutory
superannuation and certain travel entitlemerits which: are
regsonable and standard practice in the aviation industry (see
page 55

QANTAS RECOGNISES THE LEGITIMATE
INTERESTS OF STAKEHOLDERS

The Board bas a format Code of Conduct andg Ethics which

is avaiiable on the Corporate Governance section of the

Cantas website, hitp/fwww gantas com au/infolabouts
corporateGovernance. Qartas also has formal policies relating 1o
its fegal and other abligations 1o a4 legitimate stakeholders. These
inchude araas such as safety, service standards, occupational health
and safety, employment practices, staff and cortractor trainirg,
fair trading, consurner privacy and environmental profection,

Each policy incudes procedurss for compliance ang monitoring
effectiveness.
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Qantas Group

Intrease/
2004 (Dacrease}
ShA B
FINANCIAL RESULTS
Sales and operating revenue T
Met passerger revenue 49,8351 89783 G5
flat freight revence S - 520.5 46.0
Tours and travel revenue AR (0.5
Contract work revenue 502.6 3.5}
Orher sources 641.2 34.3
Sates and operating revenus 12,6488 113537 114
Expenditure .
Marpower and staff relatad 13,2448 29385 10.4
Seiling and marketing a4 466.1 4.7
Aircraft operating — variable 243580 22268 9.4
Fuel and oil T,9317 1,355.6 42.5
Property L300 3008 (3.0
Computer and Commurnication 4918 4391 2.0
Depreciation and amortisation s 10056 &4
Mon-caricefiable operating fease rentals 2635 17.6
Jours and travel 5709 1.3;
Capacity hire 287.4 8o
Other 4115 (114}
Share of nat profiy of assadates ang joint ventures {197} (%09}
Expenditure 11,5271 10,2555 12.4
Earnings before interest and tax '-__""-1,121.}“ .. 1,098.2 2.1
Net borrowing costs {945} {133.6) {29 3
Profit from ordinary activities before related income tax expense '-__"'-1_,'027.2 9646 6.5
Income tax expeanse relating 1o ordinary activities h {Z62.8) 315 .8} {16 8}
Net profit S 7644 H48.8 17.8
Outside eguity interests maetpraft {G.8) {04} 1000
Net profit attributable to members of Qantas 163.6 648.4 17.8
FINANCIAL POSITION L
Total assels 18,1344 175742 37
Yotat lisbilities 14,7675 117339 {02
Total equity 6,426.9 5,840.3 10.0
CASH FLOWS
Mat cash provided by operating activities L 1,950.0. 1,999.4 2.5
het cash used in irvesting activities T{1.396.2). {22326 {37.5)
Met cazh used in financing activities {15.3) 4174 (963}
Net increasef{dacrease) in cash held 538.5 (650.5) afa
PERFORMANCE RATIOS SEETRREE
Met debt o ret debt plus equity {ratio} D369 38:67 nia
Met debl o ret debt pius eguety incudirg off balance sheet debi (ratio) o 44:56 . 4551 n/a
Met debt 1w net debt alus eguity inciuding off balance sheet debt and S
revenue herdge receivables {ratio) £9:51 IaTE
Larnings par share (cents} 35.7 51 cents
Return on equity (percentage) 1141 0.8 points
Raturn on equity induding the notional capitaiisation of non-canceliable
operating feases on g hedged hasis {percentage’ 1.0 2.2 points
Earnings hefore interast and tax as a percentage of saies and
operating fevenue (percentage) 9.7 08 poirgs
Profit from ordinary activities before related income tax experise
as a percentage of sales and operating revenue (percentage) ah 04) points
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for the year ended 30 lune 2005

STATEMENT OF FINANCIAL PERFORMANCE
for the year ended 30 June 2005

Qantas Group increase/
{Deacrease)

QANTAS GROUP OPERATIONAL STATISTICS
AND PERFORMANCE INDICATORS™

Unit 2005 2004 ko

Passengers carried 0G0 _: LU32,658 30,076 8.6

Ravenue passenger kiometres (RPKs} Mo . 86,986 - 81,276 70
Availabie seat kilometres (A5Ks) Mo U003. 104,200 2.4
Revenue seat factor E 763 780 (1.7} poirds
Passenger yield (passenger reverwue per RPK) cents L - 10.64 : 10.46 1.7
Ayerage full-time eguivalent employess # :_'-_'_'._3_5,520 : 33,862 4G
Aircraft in service at balance date #0200 180 10 aircraft
Return on total revenue I 57 0.3 poirts
Raturn on equity % 11.% 111 0.8 points

A giossary of s apoears on page 124

REVIEWY OF FINANCIAL PERFORMANCE

£

o

I

I

I

I

Profit from ordinary activities befare tax was $1,027.2 million, anincrease of $62.6 million or 6.5 per cent. Nat profit attributabie to
mernbers of Gantas was $763.6 miliion,

Farnings before inferest and tax (ERIT) increased by $23 5 million o 2.1 per cent ta 511217 mition

Gantas mainking aperations contributed EBIT of $965.17 millior:, an indrease of §101.6 milion or 11.8 per cent on the prior yaar,
Exciuding the impact of segmentation recharges, EBIT increased by 0.3 per cent reflecting the significant increase in fuel prices
dusing the year. RPKs increased by 2.1 per cent on capacity growth of 4.4 per cent, rasulting ir & decling in seat factor of

1.8 percentage poirts. Yield, excuding the unfavourable impact of foreign exchange rate movernents, mproved by 2.6 per cant.
The capacity increasze reflected the addition of new A330-300 aircralt in the international Business and the impact of reducad fiying
in the first quarter of the 2003/04 year due to SARS. Capadity was also increased on key business and long-sector routes in the
gormestic rmarket, wiiich offset the reduction in capacity foliowing the transter of the 717 gircraft 1o Jetstar,

Auvstralan Airlines reported an £8IT loss of $11.6 milion compared 1o & profit of $1.1 miflion ir the prior vear. Exdluding the impact

of segrentation charges of 59.3 milion, EBIT declined by $3.4 million. This underlving result reflacted difficutt trading conditions in
the second half due 1o the impact of the Agian tsunami, travel warnings 1o Indonesia, weak teisure demang from fapan and higher
fuel coars

Gantastink contributed $42.9 miflion in EBIT, down 5543 million or 55.8 per cent on the prior year. Excluging segraentation recharges
of $44.3 milicn, EBIT dedined by $8.8 milion or 10.1 per cert. The dedline in EBIT largely reflects the retirement of five BA2T46-100
aircraft in the first half, resulting in a capadity reduction of 3.4 per cent. RPRs decreased by 2.7 per cent, with seat factor improving
by 0.5 percentage points. Yield, excluding the crifavourable impact of foreign exchange rate moverments, improved by 1.7 per cent.
letstar recorded an EBIT result of 5441 milion for the year, compared to an EBIT loss of $23.4 million in the prior vear wbilst

largedy i start-up mode. Jetstars total cost per ASK for the year was 8.00 cents, which is below its full year operating cost target
of 8.25 cents per ASK. Second-half unit cost was 7.62 cents per ASK.

EBIT for non-flying subsiciary businesses declined by $78.8 million or 49,2 per cent reflecting the progressive implementation of
fimancial reporting systern changes to trangition the Gantas Group into three separate busiress types (Flying, Fying Services and
Associated Businesses) supported by a Corporate Centre. Recharges from Gantas to subsidiaries wotalied $98.6 miflion. The recharges
included 1T, airport and distribution costs based on & more sccurate affocation of activities.

REVIEW OF SALES AND OPERATING REVENUE

£

I

I

Total revenue for the year increased by $1,295.7 miflion 1o $12.6 biton, an increase of 11.4 per centl versus the prior vear. Excluding
the urdavourable impact of foreign exchange movemerits, reverue ingreased by $71,334.6 million or 11.8 per cent.

Met passenger revenue increased by $856.8 mition to $9.8 hillion, an increase of 9.5 per cent. Excluding the unfavourable irmpact

of excharge rate movernerds, revenue increased by 9.8 par cent due to growth in RPKs of 7.0 per cent and an impraverment in vield
{excluding exchange) of 2.0 per cent. Overall Qantas Group capadity (ASKs) increased by &4 per cent compared with the prior year,
Gther revenue categories ingreased by $438.3 miftion 1o 52.8 bilion, an increase of 18.5 per cent. This was primarily due to additions!
wel-leased freighter capacity, freight fuel surcharge, growth in outhound tours and fravel, various service fees and charges and the
release of surplus reveriue provisions of $52.1 milion.

4%
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REVIEWY OF EXPENDITURE

£

Total expenditure, incuding net borrowing costs, increased by §1,232.5 milion or 11.8 per cent 1o $11.4 billion. Excluding the
favourable impact of movernents in foreign exchange rates, total experdilure increasad by 57,3635 million o 13.7 per cent,
Exciuding fuel and oif price increases of $484.9 million, expenditure increased by $747.6 milion or 7.2 par cent, which was lower
than the 9.4 per cent increase in capacity. This outcome reflects cost saving initiatives delivered under the Sustainable Future Program
and Tavourable foreign exchange movemerdis of 5347 million.

Met expenditure cost per ASK, exciuding the favourable impact of foreign exchange rate movements, increased by 1.2 per cenl.
After elimirating the impact of unfavourable Tuel and oil cost movements, unit costs improved by 5.8 per cent.

Maripower and staf? related expenditure increased by $306.4 milion or 10.4 per cent. This inciuded Enterprise Bargaining Agreement
wage increases of 3.0 per cent and a 4.9 per cent increase in average Tuli-time equivalent employzes. The result also includes the
provision of executive and staff bonuses folowing the achievermnent of profitability targets for the year,

Selling and marketing experditure dacreased by $21.8 million or 4.7 per cerd largely due 1o lower advertising costs and favourabie
fareign exchange. The prior vear incduded expenditure on the Rugby World Cup, Skybed, “f Stif Cail Australia Home” ang the faunch
of jetstar

Aircraft operating variable costs increasad by $209.0 million or 9.4 per cent. Excluding favourable foreign exchange, costs increased
by $226.6 million largely due fo increased landing fees and route navigation charges, secutity charges and other oparating costs,

Fual and off costs increased Dby 42.5 per cent or $576.1 milion. The underlying jet fuel price was 51.2 per cent higher than the prior
year, ncraasing costs by $770.4 million, while increased consurmplion increased costs by $T88.0 miflion. Total hedging benefits of
$403.5 million were $285.5 miflion higher than the prior vear and contributed to reduce the impact of the underiving fuel price fise
1o $484.9 million. Favourabie foreign exchange rate movements contributed 1o reduce costs by $96.8 milion.

Property costs decreased by $8.3 million or 3.0 per cent largely due to the reversal of a rental provision for the Carhberra Hangar
faliowing an agreement with Canberra Airport to permit QDS to utilise the hangar for the duralion of the lease.

Cormputer and communication costs increased by §52 .8 million or 12.0 per cent. This included transition and implementation

costs associated with the repfacement of the 30-yvear old Dala Centre. Computer Reservation Systern {CRS) fees and IT project and
software maintenance costs were higher, offset by SFP benefits and favourabie foreign exchange of $9.7 million.

Depreciation and amortisation increased by $94 4 million of 8.4 per cerd due to ingreased depreciation on aircraft acouisitions and
madifications and software, offset by reduced spares depreciation.

Mor-cancellable oparating lease rentals increased by 17.6 per cant or $46.5 million mainly due to addivionad AZ20s operated by
jetstar

Capacity hire costs increased by $53.6 milion or 18.6 per cent. This wag due to a combination of increased freighter costs,
reduced leased-in capacity and the return of three 737-300 aircralt. Favourabie foreign exchange rate movemerits decreased costs
by 4.9 milion.

Gther expenditure decreasad by $46.8 miflion or 11.4 per cant, primarily a5 a resutt of lower conlract work material costs, insurance
costs and consultancy Ccosts.

REVIEW OF OTHER PERFORMARNCE SUMMARY ITEMS

£

Met borrowing costs decreased by $35.7 million or 29.3 per cent, driven by lower average net debit and higher capitalised interest,
offset by iower interest income.

The favourable net impact of foreign exchange rate movemernls on the oversll profit before tax was $91.5 milion.

The etfective Lax rate deweased by 71 percendage poirts to 25.6 per cent, primarily due 1o a one-off tax credit as a result of tax
corsolidation.

Earnings per share increased by 5.1 cents 1o 40.8 cents. Giluted earnings per share increased by 5.2 cents 1o 40.7 cents,
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STATEMENT OF FINANCIAL POSITION
as at 30 June 2005

Thie ret assets of the Qantas Group increased by 10.0 per cent to $6,426.9 million during the financial yaas, The major movements are
discusser beiow,

REVIEW OF TOTAL ASSETS

% Total cash and current receivables increased by $581.9 milion mainky reflecting an increase of $538.5 million in net cash as discussed
below. Trade and sundry deblors also increased by 4.1 per cent compared to an increase in BPKs of 7.0 per cent reflecting tight
cortrol of working capital.

% Property, plant and equipmers increased by 2.9 per cent due o aircralt acquisitions under the aircraft fleet plan {24 airraft entered
service durirg the financial veard, nartislly offset by depreciation ard ampstisation charges and the sale and operating leaseback of
aircraft during the yvear, Significant irvestment was alto made 0 airiine product and aircraft reconfigurations.

REVIEW OF TOTAL LIABILITHES
% Interest-bearing labilities decreased by 6.0 per cent to $5,549.7 milion dus mainly to the repayment of borrowings during the yvear
and favourabie foreign exchange rale movemeants, partally offset by new borrowings to fund fieet acguisitions.

REVIEWW OF TOTAL EQUITY
5 Conlributed eguity increased by $178 5 milion due 1o the issue of 52.5 mitlion shares as part of the Gividend Reirwesirnent Plan.

GEARING

% Qantas Group gearng {induding the netional capitaiisation of non-canceliable operating leases) on a hedged basis &t 30 june 2005
wias 4555 compared o 48:52 at 31 December 2004 and 4551 a1 30 June 2004, The decrease in gearing was pringpally a result of
the arofit earmed durirng the vear, partially offset by capital investment in product and feet,

% Gearing is determired by dividing the book value of the Gantas Group’s net debt (short and fong-terrs plus the present value of
non-cancellable cperating leases less related hedge recelvables and cash and Cash eguivalents) by the same amount plus the book
value of totah equity.

STATEMENT OF CASH FLOWS
for the vear ended 30 june 2005

For the purposes of the Statements of Cash Flows, cash inciudes cash at hank and on hand, cash at call, shor-term money markey
securities and ferm deposits,

REVIEVY OF CASH FLOWS FROM OPERATING ACTIVITIES

% Cash flows provided by operations decreased by 2.5 per cent to $1,950.G million primarily due to higher tax payments in the current
year idue 1o a refund received from the Australian Taxation Office in the prios year relating to realised foreign exchange losses on the
hedging of siraalt scquisitionst and adverse working capital movements,

REVIEW OF CASH FLOWS FROM INVESTING ACTIVITIES
% LCash flows used in irvesting activities decreasad by $836.4 million to $1,3%6.2 mil:

% Total capital expenditure of $1,682.9 million for the year predominantly refated 1o the acquisition of aircraft under the aircraft fleet
plan, aircraft progress payments, recontigurations, product investiment, engine modifications and spares.

% Proceeds from the sale and leaseback of non-current assets of $257.9 million relate 1o the sale and subsequent teaseback of five A320
aircraft. indludad in this amount was $18.8 milion in relation to an A320 airaraft. The rights to this aircraft were solg prios to delivery
of the aircraft to & tessor and leased back via operating lease.

5 Paymernts for investments made during the year of 344 .6 milion mainly camprised the investrments in Jetstar Asia Ainways Pre Limited,
Jet Turbine Services Py Limited, That A Carge Co, Lid. and the acguisition of the remaining 4% per cent eguity in Cateralr Alrport
Services (Sydney: Pty Lirifed.

REVIEVY OF CASH FLOWS FROM FINANGNG ACTIVITIES

% Cash flows used in financing activities decrazsed by $402.1 million to $15.3 million,

% Repayrerts of borrowings of $1,144.5 milkor comprised fepayments of shorl-lerm borroweings, swaps, loans and leases.

% Proceeds from borrowings/awaps of §1,302.9 milion included secured loans reguired to purchiase new aircraft under the Fleel Plar.

% Dividend payments of $175.0 mittion represent tola! dividerds paid and is net of $178.5 millon which was converted directly 1o
shares issued under the Dividend Reinvestiment Plan

The Gantas Groap Peld cash of $1,903.8 milion and had access 1o additional funding of $1,270.C miffion as at 30 fure 2005 The latter
cormprised a $500.0 million stand-by facility and a §770.0 miflion revoiving fadiity under g syndicated loar.,
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Statements of Cash Flows
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. Irveritories
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11 DOther assetls
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13 Intangible assets
14, Payables
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17 Current tax Habilities
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19 Reserves

20, Retsined profits

21, Total equity reconciliat:on

22, Dutside aquily interests

23, Finance lease and Mire purchase commitments

24 Operating fease argd dire commitments

25 Capital expenditure cormmitmeants

26, Contingent liabilities

27 Superannuation commiiments

28, PFarticuars in relation o controlled entties

24 Deed of Cross Guarantee

30 Inwestrnents accountad for using the equity method
31 Fmandal instrurnendts
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33 Dividends

34, Segment information
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independent Audit Report
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The Directors of Qantas Alrways Limitad {Qantas) present their report together with the Finandial Report of the conselidated ertity, baing
Qantas and its controlled entities {Gantas Group), for the financiat vear ended 30 June 2005 and the independent Audit Report thereon.
DIRECTORS

The Directors of Qantas at any time during or since the end of the financial year are:

Margarat Jackson, AC Seoff Dixon

Peler Greqg Paut Anderson

Mike Codd, AC Peter Cosgrowe, AC, MC (appointed 6 july 2005}

Patricia Cross Trevor Lastwood, AM {resigned 31 March 2005)

Garey Mounsel (appointed 1 January 2005) firn Kennedy, AG, CBE

Roger Maynard (resigned 8 Septernbar 2004) fames Packer

John Schubert Mick Tait, GBE {resigred 8 September 2004}

Details of Divectors, their gualfications, experience and any special responsibilities, including Gantas Cornmittee Marmbearships, are set out
on pages 32 1o 34,

PRINCIPAL ACTIVITIES

The principal aclivities of the Gantas Group during the course of the finandial year were the aperation of interaational and domeastic

aif raraportation services, the sale of worldwide and domestic hofiday touss and assoedated support activities incuding information
techrology, catering, ground bandling and engineering and maintenance. There were no significant changes in the rature of the activities
of the Gantas Group during the financial year.

DIVIDENDS

The Divectors declared a final dividend of $189.8 milion dinal ordinary dividend of 10.0 cents per share} for the year endad 30 june 2005
(2004: final ordinary dividend of 5.0 cents per share). The fnal dividend will be fully franked and follows a fully franked interirm ordinary
dividend of $T86.2 rmittian {10.0 certs per shase), which was paid during the financial year.

REVIEWY OF OPERATIONS AND STATE OF AFFAIRS

A review of, and information sboui, the Cantas Group's operations, induding the resulis of those operations and changes in the state of
aftairs of the Qantas Groug during the finandal year together with information about the financal position of the Gantas Group appears
on pages 15 to 37, in the opirion of the Directors, there were no othier significant changes in the state of affairs of the Gantas Group that
occurred during the financial year under revieve,

EVENTS SUBSEGQUENT 7O BALANCE DATE

For reporling periods Beginning on o after 1 July 2005, the Qartas Group muast comply with Australian eguivalents 1o Internationad
Financial Reporting Stardards (A-IFRSY apalicable at 30 June 2005 as issued by the Australian Accountirg Stardards Board. The
irmpementation plan and potential impact of adopting A-IFRS are detziled in Note 3% Lo the Financial Statements.

With the axception of the final dividend identified above and the increase in fuet costs referred 0 on page 12, there has not arisen since
The end of the financial year and the date of this Directors’ Report any matter of dreumstance that bas significartly affected or may
significarstly affect the Gantas Group's operations, resulis of those operations or state of affairs in future financial years.

LIKELY DEVELOPMENTS

Further information about the fkely developmeants i the operations of the Qantas Group in future financial years and the expecied resulls
of those operations Fas been omivted from this Directors’ Report hecause disclosure of the information 1s kely to resull in unreasonahie
prejudice 1o the Qantas Group, Furthier information about the Qantas Group's business strategies and its prospects for future financial
yaars bas been omitted from this Girectors’ Regort because disclosure of the information is likely w0 resuit in unfeasonable prejudice lo
the Dantas Groug.
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DIRECTORS MEETINGS
The number of Girectors’ Meeatings held {incuding Meetings of Committees of Directors'y and the number of Meetings attended by eath
of the Directors during the financial year are as follows:

Qantas Board Safety,
Environment

Scheduled Unscheduled Audit & Security Chairman's Remuneration

Meetings Meetings Commitiee Commities Committea? Commities?
Directors Attended  Held®  Aftended  Held!  Attended  Held!  Attended  Held®  Aftended  Held*  Attended  Held!
Margaret Jackson G G i 1 4% 4 3% 4 4 4 i 1
Geot [ion G 2] K 1 45 4 4 4 3% 4 15 1
Pater Gregg G G i 1 45 4 1% 4 1 4 - -
Paul Anderson o G i 1 - - - - - - 1 1
Mike Codd G 2] K 1 4 4 4 - - - -
Patricia Cross o G i 1 3% 4 EE 4 2! 4 1 1
Trevor Eastwood 7 7 - - 2 3 - - & 4 - -
Garry Houngell 3 3 i 1 i 2 2 2 1 1 - -
lim Eennedy G 2 K 1 4 4 - - & 4 1 1
Roger Maynard 3 3 - - 1 i - - - -
larmes Packey 2 G i 1 - - - - - - - -
John Schiubert G G i 1 - - 4 4 3 4 - -
Mick Tart 3 3 - - - - 1 § 2 2z - -

Hted Meetings wers bedd duning the refevant |

g Maniinations Come

1
FoTra Charman’s Commition functions were soit and separate Remuneration and Mominations Jommitioes vere estabished on 18 Bay 2005
3

T

Ferrsneraiion Cornmi a4tal

oo 18 Ry 2005

4 Refecis the mimber of Meetings held during B Hme thet the Director Bald office duning tha Bnandal year,

5 Avtended Meelings in an eeotfico capacity.

B Garry Hounsell was intod as & Member of the audid Corim
appaininient 1o that Jommittes,

hare veas ondy one Augit Carmmittes keeting held since his

T on VA May F005.
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DIRECTORSHIPS OF LISTED COMPANIES HELD BY THE MEMBERS OF THE BOARD - 1 JULY 2002 TO 30 JUNE 2005

Margaret Jackson

Qanrtas Airways Limited

Austraiia and Naw Zealand Banking Group Limited
Bifizhong Internationat Limited

Johr Fairfax Moldings Limited

Southcorg Limited (formerly Southoorp Meldings Limited)

- ceased,
- ceased,

— Current,
— Cufrent,
— Curfent,

appeirted 1 July 1992

appoirted 22 March 1994

appointed 4 July 2000

appointed 1 dMarch 2003 and ceased 31 August 2004
appointed 23 August 2004 and ceased 26 May 2005

Geoff Dixon
Dantas Arways Limited
Leighton Moldings Limited

— Cufrent,
— Curfent,

appeinted 1 August 2000
appoirited 19 August 1999

Peter Gregg
Dantas Arvways Limited

— Curfent,

appoirtad 12 Segtember 2000

Pad Anderson
Qartas Alrways Limited
BHE Bilfiton Limited

— current,
— cegsed,

appoirted 2 Septernber 2002
appointed ¥ December 1998 and ceased 4 Novermber 2002

Mike Codd
Dantas Arvways Limited

— Curfent,

appoirted 16 fanuany 1992

Patricia Cross

Qanrtas Awways Limited
AMP Limited
Wesfarmers Limited

— ceased,

— Curfent,

— Curfent,

appoirded 1 January 2004
apponted 30 Augusy 2000 and ceased 26 February 2003
appointed 13 February 2003

Garry Hounsel!
Qantas Aaways Limited
Mufarm Lirmited

Orica Limited

- cufrent,
- current,
— current,

appoirdad 1 January 2005
appoirted 1 Cctober 2004
appoirted 27 September 2004

Jim Kennedy
Dartas Awvways Limited

Austratian Stock Exeharge Limited — cufrent,
GWA Intermationat Limded — current,

Macguarie Goodman Management Limitad
Suncorp-Metway Limited

— ceased,

— Cufrent,

— Curfent,

appoirdad 18 Ociober 1985

appoirted 26 February 1950

appeinted 28 August 1952

appomted 26 October 2000 arwd ceased 24 fanuary 2003
appointed 1 August 1997

james Packer

Qartas Aaways Limited

Chalienger Financial Services Groun Limited
Crowwn Limited

eCorp Limited?

Publishing and Broadeasting Limited

Seek Limited

— Cufrent,
— cufrent,
— Cufrent,
— Cufrent,
— Current,
— Curfent,

appoirdad 1 March 2004
agpoirded & November 2003
appoirted 22 July 199G
appoirdad & March 1994
appoirded 28 Aprit 19092
appointed 3% October 2004

John Schubert

Qartas Arways Limited

BHE Bikiton Lirmnited

Commorwealth Bank of Australia

HManson PLC

WarleyParsons Lirnited (formerly Waorley Groun Urnitedd)

- ceased,
- ceased,

— Cufrent,
— Cufrent,

— Cufrent,

appoirded 23 Octeber 2000

appoirted 1 fine 2000

sppoirted 8 Ootober 19591

appointed 1 May 2000 and caased 15 May 2003
appointed 11 October 2002 and ceased 28 Febiruary 2005

1 In addit
F Delisted i the relevant period,
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QUALIFICATIONS AND EXPERIENCE OF EACH PERSON WHO 15 A COMPANY SECRETARY OF THE COMPANY
Breit Johnson - General Counsel & Company Secretary, Bachelor of Laws (Syd), FAICD.

% joined Qardas in July 1995 just prior o e lsting on the Australian Stock Exchange (ASX);

% responsibie for developing and implermenting the Corporate Governance structure 1o ensure corpiiance with the Corporations Act,
Listing Rules and Trade Practices Act;

% responsibie for the management of all the legal ang public cormpany issues arising within the Gantas Group;

Indapendent Non-Executive Director of Heggies Buikhaui Limited since 10 Marchk 2005,

I

Member of the ASX Listing Appeals Cornmittee;

I

n admitted as a Seficitor of Supreme Court of New South Weales in 1982;

5o 108G 1o 1995 — General Counsel & Company Secretary, Memitec Limited; and
w23 vears fegal experience working in Australia and overseas.

janine Smith - Assistant Company Secretary, Bachelor of Laws {(Honours} {Syd}, Bachelor of Economics {Syd).

n joined Qartas in August 2002 as & Comorale Lawyer;

% responsibie for the day-te-day managemeant of ail public cornpany issues arising within: the Gantas Group;
3 1999 40 2002 — Lawyer, Mallesors Stephen Jagques;

5 admitted as a Solicitor of Supreme Court of New South Wales i 2001, and

no seven years legal experience working in Australa.

DIRECTORS' INTERESTS AND BENEFITS

Farticutars of Directors' imterests in the share capital of Qantas st the date of this Renort are as follows:

Ordinary Shares

2005 2004
Director Number Number
Margaret Jackson L 122,997 122,897
Geoff [ion 394974 108174
Pater Gregg C1RLT30N 64,676
Paul Anderson SU25,000 . 25,000
Mike Codd 12,236 11,577
Peter Cosgrove Sl -
Patricia Cross 2163 2,047
Garry Mounsell 130,854 -
lirn Karinedy L 1,975 1,975
lames Packer S -
Jonn Schubert 34,753 34,753

1 Includes the 45,000 deferred shares “caliod for” i uly 2005 under tha 2004705 Executive Direcior Dederred Share & Porformance Rights Man.

i addition 1 the nterests shown above, ndirect interests in Gantas shiares beld on behalt of Mr Dixon and Mr Gregg are as follows:

Gaoff Dixon Number Number

Deferred Shares held in trust under:

— 2002 Executive Director Long-Yerm Incantive Plan f_".25{},_0_f)_0 § 250,000
- 2002/04 Executive Director Beferred Share & Perfarmance Rights Plan DRIEE T 2,500
- 2004/0% Executive Director Performance Share & Performance Rights Plan - 150,000 -
— 2005/06 Executive Director Performance Share & Performance Rights Plan (17 Aug G5) 156,000 -

50,000 312,500

Rights granted under: s -
- 2002 Performance Bonus Plan S 3,057

— 2007 bxecutive Director Long-Term: Incentive Plan Llanarr 23077
- 2003/04 recutive Director Deferred Share & Performance Rights Plan 125,000 . 125,000
- 2004/0% Executive Director Performance Shave & Performance Rights Plan 456,000 -

602,777 155,834
Entitlernents awarded under the Qantas Long-Term Executive Incentive Plan 1,738,693 20450007

T &1 313 Entrleniends lapsed elfecthae ¥ luly 2004
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DIRECTORS' INTERESTS AND BENEFITS continued

2005 2004
Peter Gregq Nurmber Number
Draferred Shares held in trust under: S
— 2002 Executive Director Long-Term: Incentive Plan :_"_'159,00_0__' 150,000
— 2003/04 Exacutive Director Deferred Share & Performance Rights Plan ST 40,000
- 2004/05 Executive Director Performance Shave & Performance Rights Plan 45,0007 -
— 2005/06 Executive Director Performance Share & Performance Rights Plan (17 Aug G5) 90,000 -
$1285,000 . 190,000
Rights granted under: Dol
- 2002 Performance Bonus Plan LT 2,054
- 2002 Executive Director Long-Term Incentive Plan 016,668 16,666
— 2003/04 Exacutive Director Deferred Share & Performance Rights Plan LBG000 . 80,000
- 2004/0% Executive Director Performance Share & Performance Rights Plan 80,000 - -
— 2005/06 Executive Director Performance Share & Performance Rights Plan (17 Aug G5) 86,000 -
276,666 98720
Entitlernents awarded under the Qantas Long-Term Executive Incentive Plan 705,603 8380007

# Excludas the 45000 defe

3590

33 Entifemants lapsed effactve 1 duly 2004,

SHARE ENTITLEMENTS

et shares "cadled o i July 2005 under (he 2004405 Freciitive Directod Performance Sharg & Performanca Righis #lan,

i previous years, Ertitlernents over unissuad ordinary shares in Qantas were awarded 1o Executive Directors and Senior Executives under

The Gantas Long-Term Executive Incertive Plan as detailed on page 79.

Daring the 2005 firanciat year, the Tollowing mavements in Entigements took place:

Qantas Long-Term Executive incentive Plan Number Number
Entitlernents available for westing at 1 fuly 5,528,644 - 31,352,482
Entitlernents issued - -
Enditlernents lapsed {1.180.325) (598,244}
Entdlemerts vesied - (25,225 600
Intitlernents avaitable for vesting at 30 June 4,348,118 5538 .644:
10 these Entitiersants, 3598 319 lapsed on 1 kdy 2005
FO0E thesa Entibemants, 597150 apsed an ¥ Lty 2004
The faliowing Entitlements were outlstanding at 30 June 2005:
Mumber of Entitlements?
Value at Het Met
Expiry Exercise Grant Vasted  Unvested Total Vested Unvested Total
Date Price Drate? 2005 2005 2005 2004 2604 2004
17 Mo 07 $4.99 $113 3,903,306 - 3,993,3063 4,710,850 597150 5,308,000
24 Now 08 $3.44 $0.BZ 18,045,188 - 3,874,188 -:'_'22__,519,3754__ 22,833169 4,457,363 27,290,532
20 Feb 09 §3.62 $O.77 635,868 - 124431 - 7600005 635,860 124,131 760,000
6 Dec 0C 5325 $1.14 - 350,600 350,000 - 350,000 350,000
23,214,363 .”.4,348,3?9 ..2?,522,682 28,179,888 5,528,644 33708532

1 Tia Entitiernants do net aliow the holder 12 pardic
date di

4 0l

B0 thess Entite:

Erti 5, 3,874,
ks, 124,137 fag

o value per Entitiement of gra
terants, FEA O lapsed sine 30 Jung 20005,

g on 1 July 2005 and §004
e o b ity 2005 and 184,067 lapsed subseauantly.

$EA

wedd ahove s calcuiaton using e Bladk-Schoies Ooiion Valuaton Mathadology.
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RIGHTS
2005 2004
Performance Rights Plan Mumber Number
Rights outstanding at 1 July 4,586,000 : -
Rights granted 1,959,500 1,596,000
Rights lapsed (69,600} 16,000}
Rights veste - -
Rights outstarding a1 20 June 3,476,500 1,586,000
The faliowing Rights were cutstanding at 30 lune 2005
Number of Rights?
Value at Net Net
Testing Grant Grant Vested  Unvested Total Vested  Unvested Total
period Date Date 2005 2005 2005 2004 2004 2004
30 Jun 0B 15 Oct 03 $3.094 - 250,000 - 256,000 - 250,000 250,000
20 Jun CB4 16 Oct 03 53.04% - 205,000 205,000 - 205,000 205,000
30 Jun 0B 10 Dec 03 $2.86% - 60,000 - 83,000 - 50,000 60,000
30 Jun 062 27 Feb 04 $3.24% - 1015000 1015000 - 1,671,000 1,071,000
30 Jun 0B 08 Jul 04 53.10¢ - 41,000 . 41,000 - - -
30 Jum GF - R
30 fun 0% 18 Aug 04 $2.25% - 390,000 '--_':393_-_900--._ - - -
30 Jur 07 -
30 fun 0% 21 Oct 04 $2.28% - 540,600 E_'§4{},DQO . - - -
30 Jun 07 - SRR
30 jun 0% 13 Jan G5 §2 475 - 870,506 974,500 - - -
30 lun G7 - e
30 fun 0% 20 jun 05 $1.88% - 5,000 5,000 - - -
- 3476500 3,476,500 - 1,586,000 1,586,000
1 T Rigests do not alios the holder o pasticipate in amy sharg ssee of Gantas. No daddends are payable on Rights,

g fair waiue of Rights grastod under

Schodes Dodon Valsation Methadology i

A pool of Rights (not to exceed 2,030,000 Rights) was apgroved for allocation to Qantas Executives by the Board on 17 August 2005,
530,000 of these Rights were for allocation to the Chie? Finandial Officer and Executive General Managers.

REMUNERATION REPORY

[etails of the nature and armount of each maior element of the rermuneration of each Director of Qantas and each of the Specified
Ixecutive Officers of Gantas and the Qartas Group and reference to where they have been incorporated into the Gantas Anrual Report
is el out below:

Reguirement included in the Qantas Annual Report

Caorporations Act

- Remuneration Policy Refer balow
- elements of remuneration for each reguired individa Refer helow
Austratian Accounting Standards Board {AASB) 1046

— Directer and Executive Remunieration disciosures Refer balow
- Directer and Executive BEguity nstrument disclosures Note 5 o the Financial Staternents
ASK Comporate Goverrance Councl: Cofporgle Governance Prindiple 9

— remunerate faidy and responsibly Refer helow
— 2005 Erecutive Remuneration Philosophy and Objactives Refer nalow

56



Qaritas Annual Report 2005

~Directors’ Report~
for the year ended 30 lune 2005

2005 EXECUTIVE REMUNERATION PHILOSOPHY AND OBIECTIVES

Qantas’ Phiosophy for Erecutive Remuneration is 10 ensure that remuneration propafly reflects the duties and responsibilities of iis
Executives and that rernuneration is competitive in attracting, motivating and retaining people of the highest calibre. As part of this,
Executives should be rewarded for performance and challerged o achieve rigorous and continucusly improving performance targets.

Thesa pbjectives are achieved via & reward program that involves & mixture of:
po Fieed Anncal Remuneration (FARY,
% the Perfarmance Plan, comprising:

i, the Performance Cash Plan — a short-term cash ingerdive; and

i, Ihe Perfermance Equity Plan — made up of & medium-tarm incentive {the Performance Share Plan} and a long-term incantive
{the Performance Rights Plani, and

v

. Concessivnary Travel Entitements, some targeted setention afranigemeants and other discretionary benefits considered appropriate
fromm tirme Lo time.
The Remuneration Committer twhich is a Coramittee of the Qantas Board) plays a aritical rode in reviewing anid recormimending Lo the

Board on matters of remuneration policy, spedfic recommeandations ralating to Senior Executives and all matters concerning equity plans
and awards,

The guiding orinciples in rmanaging remuniaration for Executives are that:

5 all elements of remuneration should be set at an appropriate level having regard to market practice for soles of similar scope and skif;

% the Perfarmance Plan should e used o differentiate rewsards for high performers and 1o encourage continuousty bigher levels of
performance;

. ihe Performance Plan shouid be cleardy |

v

ked 1o appropriate gosls via a robust performance management system; ang

b the Performance Eguity Flan showld be used 1o align the interests of Exacutives with shaveholders, support a culture of erplioyes
share ownership and act &5 & retention initative,

Fixed Annual Remuneration Set with reference to role, market and experience
Performance ; ;
g Cach Plan roren Group Financial Target
i
g Balanced Scorecard Target
£ Y Performance Medium-
£ ég_@ Share Plan terin Customer | Operational People Finandial
o
: I
- Eg Performance Long- Total Shareholder Return Target
Rights Plan term allocations to selected Executives

Cther benefits eg concessionary travel,

‘ ! : Reflects industry and market practice
discretionary and retention programs

Owerall, the mix of the rermuneration program is consisient with market practice.

Fixed Annual Remuneration

Satary decisions are based on the concept of FAR, which invoives & quarantead salary lavel from which superannuation and certain other
nanafits, such as 8 maintained motor vehice, are able fo be deducled at the elaction of the employee on a salary sacrifice basis.

FAR iz set with reference to market data, reflecting the scope of the role, the unigue value of the role ard the performance of the person
in the role. FAR i revieweed annually and reflects a middie-vi-the-market approach, as compared to simnilar comparative roles with
Agstralia, having particular reference o farge public companies for the most senior roles.

in

Performance Plan

The alignment of Executive remuneration outcomes with the performance of both Qantas and the individua? is & key part of the Qantas
People Plan. Relevant performance hurdles, agreed in advance of the aliocation of incentives, are & key element in an appropristely
structured performance plan. Vesting should be over a pericd thatl is consistent with the realisation of the short, medium and long-term
strategic ohjectives approved by the Board.
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2005 EXECUTIVE REMUNERATION PHILOSOPHY AND OBIECTIVES continued

Performance Cash Plan

Thie Performance Cash Plan is desigred 1o reward Executives when key performance measures are achieved over the 12-month business
Cycie.

The rarget reward is & percentage of FAR dependent on each individual's fevel of responsibility. The actual incentive sarned is hased on a
cornbiriation of Qantas’ resuits and ingividual performance and may be greater than of less than the target amount.

Performandce against a financial target determines the amount §F any) of the pool of money avaiable for payment. The target is set wi
ars inherent siretch component. 1t is anticipatad that the target wouid be achisved 75% of the fime.

Once 2 pool has heen approved, based on Qantas’ performance, the assessment of the performance of individuals against 4
armnual goais takes place along with & further assessment of the relative contribution of Executives. This results in a differentiated
distribution of the horius poo! Between paiticipating Executives,

Performance Equity Plan
The Performanrce Equity Plan comprises the Performance Share Plar {medium-term ricentivel and the Performance Rights Plan lorg-term
incantive). Both elaments are designed o strengthen the alignment of the interests of the Executives with those of sharehiolders,

Performance Share Plan
The medium-ferm incentive component is delivered via deferred shares under the Terrns and Conditions of the Qantas Deferrad Share Plan
{approved by sharehoiders at e October 2002 Annual General Meeting}, subject to satisfactory results on & balanced scorecard basis.

The rarget reward is & percentage of FAR dependent on each individual's fevel of responsibility. The actual incentive earned is based on a

corabination of Qardas’ resuits and individual performance.

Parforrmance of the Group against the balanced scofecard determines the amount (f any) of the pool of shares available for payment, The
Balanced Scorecard for 2005/06 contains target reasdres from the corporate Rey Performance indicator measures set by the Board (ie
Custormer, Operationial, People and Finarcial performance). The targets are approved by the Board &t the begirning of the finandial yaar
with a focus on business improverners. | is anticipated that the target would be achievad 75% of the time.

The Board has the capadity 10 adjust reward oulcomes based on performance, if it Teels it is agpropriate Lo recognise an extraordginary
ettort in performance or as g way of providing specific retention allocations of deferred shares,

Assessment of the performance of individuais against their specific annual goals and a further assessment of the refative contribution of
Executives, results in a differentiated disiribution in the aurnber of deferred shares

Deferred shares awarded under this Plan are purchased on-market and are held subject to a hoiding lock for 10 yvears, Particinants may
“alt for” the shares prior 1o the expiration of the holding fock but not before the end of the finandal vear in relation 10 up to one-half of
The shares and the end of the following #nancial vear in relation to the remairing shares. Generally, any shares held subject to the holding
lock are forfeifed on cessation of emplaymeant.

Performance Rights Plan

The aims of the Ferformance Rights Plan a3 the long-tarm incentive componeant are to

o align tha irterasts of eligible Executives and of shareholders;

5 provide targeted but competitive remuneration and a long-term incentive for the retention of key Executives; and
% support a culture of employes share ownership,

As g retention wool, the proagram is specifically targeted to Senior Executives I key rotes or identified as high potential developing
Executives.

Rights gramted under this Plan are subject to & performance burdle, baing Total Shareholder Return (TSR} in comparison 1o a basket of
listed global aitlires and the largest Australian listed public companies as measured by the S&P/ASK 100 Index. The TSR will first e tested
Three years after the Rights are granted and re-tested at guarterly intervals over the subseguent twa-year period.

Thie Plan allows re-tasting of the TSR hurdie because:
% the impacts of ong-terrn dedision making may not neatly coincide with a fised three-year period; and

% & re-test of the curnuiative TSR measure is more onerous than the original test

This then provides Hechility to allow long-term gedision making to flow through to corporate results within a tirme window, rather than

reviswing only at specific poinls in time,

Retention Reward Plan

Selected Executives may also be invited to participate in a deferred cash retention scheme, involving operational performance objectives
arwi a deferral pariod typicaly of between theee and five years. A portion of the deferred reward under this Plan may be forfaited i the
retantion period requiremernt i not met.
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2005 EXECUTIVE REMUNERATION PHILOSOPHY AND ORIECTIVES continued

Operation of Incentive Plans

Under all of the Executive Incentive Plars operating within Qantas, the Chief Executive Officer may recomimend chianges to the Board,
which has discrelion to amend the operation of the Plan as appropriate, given changes in business drcumnstances or 1o recogrise a
particular degree of difficidiy or the effects of events external 1o management, in any performance year. Any suck change and its
citcame for reward would be disciosed in the relevant Cantas Annual Report,

Total Reward Mix
Consistent with market practice, the proportion of Rermuneration attributable 1o each component of the Performance Plan is denendent
or the level of senicfity of the Execuiive. The total reward mix is as follows:

% of Total Reward Opportunity {at Target}

Performance Performance

FAR Cash Plan Equity Plan

O % Yo

Chig? Executive Officer 50 30 20
Chiet Finandal Officer 54 25 20
Executive General Managers &5 20 15
Other Executives depending on level of seniority F0 90 R ER TR

The ahove tabie is used to determine the zilccation of performance-based rerauneration on an annual basis and is based on the
Fxecutive's FAR at the date of the allocation. it excludes accrual of end of service payments and ary non-cash hanefits,

This target reveard min refiects remuneration over & holding lod pericd subject io meeting vesting conditions and does not necessarily
reflect the actual rermuneration received by the Executive in the current year,

For those Executives aligible to particpate in the Performance Rights Plan, the “at target” componiant of the Performance Eguity Plan is
expecied 1o be delivered in equal proportions via the Performance Share Plan and the Performance Rights Plar,

Concessionary travel entitlements, service payments and retention arrangements

Trave! concessions are provided to all Execotives within Gantas, corsistert with practice in the aitline industry. Travel a1 cancessionary
arices is on & sub-load (stand-byh basis, ie subject o considerable resirictions and limits on availability and includes specfied direct family
members or parties. There 15 als0 3 post retirerment element of this ertitiement for alf staff wio gualify through retirement or redundancy.

i addition 10 this and consisterd with practice in the ailine industry, a smali number of Senior Executives are entitled to a nurber of free
Iripgs for personal purposes and inciudes specifiad direct family members or parties. The value of these entitlements is accrued over the
expected service of the individual. Eligibility for new particinants is now restricted @ members of the Qantas Executive Committes,

The primary alements of retention within Gantas are the provision of appropriate developrent opportunities for high performing
Ixecutives and the recognition of performance an an ongoing basis through the reruneration programs detailed above. In addition, it is
occasionally appropriate to establish specific milestore reward programs which link agreed performance outcores o an opportunity for
awiard either i the form of cash, or by way of spedial allocations under the Performance Share Plan or Performance Rights Plan,

For Executives appointed to Executive General Manager, lised term cordracts of up o five years are agreed on appoirdment as a furthar
element of retention, A limited nurber of these are eligile for a payment on termination provided they have comgpleted five years
service,

Continuous Improvement

Qantas continuaily reviews all elernents of its Executive Remuneration Philosaphy and Objectives io ensure that they are anpropriate from
The perspectives of governarce, disclosure and reward,
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES (AUDITED)
The disclosure on pages 54 1o 63 (exciuding page 61} forms part of the Firancial Regort as reguired by AASE 1046 - Director and

Executive Disclosures by Disclosing Entities,

Elements of Remuneration of Specified Directors and Specified Executives
Rermunerstion levels are competifively set to attract and retain anpropriately gualified and experienced Girectors and Senior Bxecuiives.

Sel out below is an overview of the slements of remuneration provided to the Directors of Qantas {Specified Directors) and the Eraciutives
Throughout the yvear that had the greatest authority (Specified Executives) other than Executive Directors:

Specified Directors Specified

Flements of Remuneration Nan-Executive Exarutive Executivas
pinirurn saiary fevel Fixed Annuat Rernunaration s v v

Saperannuation cortrizutions s v v

Traved entitlements s v v

Other berefits v v v
Shoft-term incentives Ferformance Cash Plan {FCP - v v
Medium-tarm ircentives  Performance Shase Plan (PSP) - v v
Lomg-term incentives Performance Rights Plan (PR - v v
Legacy plans 2002 Executive Direcior Long-Terrn incentive Plan - v v

{Exec Diractor LNW/Serior Manager Long-Term

Incantive Plar: {Sen Maor 171

2002 Performance Bonus Plan {2002 Borus) - v v

Gartas Lorng-Term Executive Incantive Plan {QGLTEIP - v 4
Post employment End of service payments - v v

Travel entitlements v‘ v v
Deseription Rationale
PRIMARY BENEFITS

Fixed Annual Remuneration (FAR)
Cash FAR is the FAR rernaining after salary sacrifice components
such as modor vehicies and superannuation have been deductad.

Non-Executive Diractors {NEDS)

Mon-Executive Director FAR 15 determined within an sodregate
Directors’ fee pool it An annual total pool of $2.5 million was
approved by shareholders on 21 Cotoher 2004, FAR comprizes
Directors’ Fees, Cormimittes Fees and superannuation. For detaiis of
actual FAR paid, see page 58,

Executive Directors and Specified Executives
FAR is the guaranteed salary fevel from which superanauation and
other benefits are daducted through salary sacrifice,

FAR and paymentls to NEDs reftect the demands and
resporsibiities which are made of Directors and reflects the advice
of independent rermuneration consuftants to ensure MED FAR

and gaymeants are aparopriate. The level of NED FAR is reviewed
annualiy.

For further information on the Executive Rermuneration Philosonhy
and Objactives, see page 51,

Performance Cash Plan

The PCP is a cash incentive and is sef as a percentage of FAR
payahie on achievernent of a financial target. For 2004/05, the
firanciat target was Return on Total Gross Assets [ReTGAL The
Thrashold for payment was 90% of target and actusl payments
were dependent on individual performance relating to Custormer,
Operational, People and Financial goals.

The performance condition of ROTGA, heing Earnings before
Depreciation, Rentals, interest and Tax (EBDRITY divided by Totad
Gross Assels, was chosen for 2004/05% as it measures fnancial
performance that reflects an appropriate return on canital. Mon-
finarcial measures ensure appropriate balance is reflectad in the
Execuiive's performance.

Non-Cash Benefits

inciudes salary sacrifice components such as motor vehicles,
memberships of appropriate professionat assodiations, tavet
entitternents and the accruat of statutory long service feave.
ingdustry standard trave! entillernents are in addition to FAR.

b

fefiects marketl practice
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued

Daseription

Ratianale

PRIMARY BENEFITS continued

Travel Entitlements

Directors and Specified Executives ard their eligible beneficiaries
are entitied to receive a nurnber of infernaticnal and domeastic trins
arnually at no cost to the indiddusd concarmed.

Travel entitlernerts provide an effective form of remuneration

as the value 1o the individuat is high and the cost to Qartas is
mirdrmal as the only cash ocutflow from Qantas is for the assodatad
taxes and the margina! cost of carrying the passengar.

POST EMPLOYMENT BENEFITS

End of Service Payments

Executive Directors and Specified Executives are entitled o end of
senice payments on termination, generafly based on FAR, as set
out in individual employment contracts.

Eng of service payrmerss are considered effective retertion
mechanisms. These are payable upor cessation of employment
and provide compensation for constraints regarding working for a
competitar for up to 12 months.

Superannuation Contributions
Statutory and safary sacrifice suparannuation payments are made
or: behalf of the Specified irectors and Specified Fxecotives.

Staltutory reguirement.

Travel Entitlements
See comimeantary above on travel entitlernents under
non-casty benefits,

EQUITY BENEFITS

Qantas Deferred Share Plan (DSP)

The DSP Terms & Conditions weare approved by shareholders on
17 Oclober 2002, The SP governs the provision of aquity
nenefiss.

The prowision of eguity benefits establishes & link between
shareholder value creation, financial performance and Executive
rerrunerEtion.

Performance Share Plarn)

Deferred shares (Sharest are awarded with the value being a
parcentage of FAR, based on the achievernent of & Balanced
Scorecard relating to Cusiomer, Operational, People and Financial
performance. Customner satisfaction s measured by referenca to
ars external survey. The Gperational performance {punciualivy)
measure relatas o the metrics published monthly by the
Government. Financial performance uses an internal cost measure,
People performance is focusad on Occupationsat Heslth & Safety.

Shares are purchased on-market and are hield sullject 10 & holding
tock Tor 10 years, Mowever, Executives can “call for” the Shares
arior to the expiration of the holding iodk, but not before the end
of the fnancial year in relagion o up 10 one-haif of the Shares and
The end of the Tollowing financial year in relation to the remaining
Shares, Any dividends paid on the Shares will be distributed 1o the
refevant Erecutlive.

Generally, any Shares which remain subject o the holging lock will
he forfeitad i the relevant Executive ceases employment with the
Dantas Group.

The Balanced Scorecard performance condition sligns Executive
rernuneration with value drivers for the Qantas Group without
ungue erphasis on the short-term financial targets.

Targets are set at the start of the finandal year and readily
availablie external measures are used where appropriale. Interna
measdres are usad in relstion o key focus areas (Safety and
Sustainable Future Program}. The metrics are quantifiabie and
provide clarity to Executives on the key priorities for Gantlas in
the short to mediura-term

1 Refer footacte 1 on page 54
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued

Daseription

Ratianale

EQUITY BENEFITS continued

Performance Rights Plan)

2004/05 and 2005/06 Awards

Rights are awarded 1o selected Executives, Subject to achievarment
of the Performance Husdie, Rights may be converted {on a one-far-
ore Basisy 1o ordinary Gantas shares,

The Performarce Hurdie set by the Board for these awards is the
Totai Shareholder Return (TSR) of Qantas in comparison to:

3

% Companies with ordimary shares included i the S&PFASK 100
Index excluding NewsCorp and Qantas in relation 1o one-half
of the Rights; and

% & basket of global listed airlines comprising A Frarce-KLM,

Air Mew Zealand, AMR Corporation (Amedcan fgdines),
British: Alrways, Cathay Pacific, Gelta Ailings, Japan Alrlines,
Lufthansa, Ryar Air, Singapore Airlines, Southwest Airlines and
Wirgir: Blue in relation o the other half of the Rights.

The TSR will be first tested as a1 30 June 2007 for the 2004/05%
award and 30 June 2008 for the 2005/06 award and, if reguired,
re-tested guarterly over the subsenuen? two yvears.

The Performance Murdie wil he considered satisfied in accordance
with the foliowing tabie:

Gantas TSR Parformance

Compared to the
Relevant Target

Satistaction of the
ferformance Hurdle

Rl

Befault ril, but subject
1o Board discretion
B0% to 5% satisfied
100% satisfied

0 o 24th percentile
25th 1o 49tk percentite

50t ta T4th percentile
7aIh e 100th percenlile

Generafly, any Rights which have not vested wil lapse if the
refevant Executive ceases empioymenit with the Gartas Group.
Rights wil also fapse if the Executive is guily of gross misconduct
in felation to the Qantas Group.

i relation to the Chief Executive Officer, Geoff Dixon, the
Performance HMurdle wifl be tested initially as at 30 June 2007 (the
same date as the first testing of the Murdie for Qantas Executives),
However, given Mr Bixon's cortract expiry of 1 July 2007, it widll
na testad agair once each quarter over 2007708, with the last test
o occur, if required, as at 30 June 2008, These tests will occur
regardtess of whether Mr Dixen is an employee during 2007708,
2003/04 Awards

Wastirg for the 2003/04 granis is based on the achisvernent of
average annual RoTGA targats over the three years to 30 lune
2006, It the target is not et or the Executive caases employment
arior ta vesting, #l of the Rights granted wilt lapse.

In August 2004, Gantas changed its long-term incentive
performance condition from RoTGA to relative TSR, Relative TSR is
a cormrmonly used performance condition in Austradia,

The relative TSR performance condition provides reweard 1o the
Executive only if the return 1o sharehoiders has heen positive
relative to other aiflines ang other farge Australian companies.
Qanias believes that these two pear groups are the most
appropriate peer Groups against which to assess s TSR growth.
The SEPAASK 100 Index represents the broader Australian
market, whilst the basket of global airlines represents Ganlas’
key competitors. NewsCorp's ordinary and preference shares
were excluded as at the time of approval in Oclober 2004 1%
wigs assurmed that NewsCorp would be successful in moving
its exchanges in attendant index domiile to the Unitad States.
MewsCorp conlinges to be exciuded 10 ensufe consisiency.

The vesting scale 5 widely used in Australian mdustry, it prevents
paymenl for below median performance {except in unusuat
circumstances at Board discretion), and does not deliver full reward
until 75th percentile performance is achieved.

mplemnarted by
ar iy fake

It is considered this is approprizte as the strategy |
Wr Dixor: duirng his tengre as Chief Lxecutive O
sorne trme o be reflected in Qantas’ TSR,

The performance cordition of target RoTGA was chosen in
2003/04 as it measures financial performance that refiects an
appropriate return on capital The RoTGA target was achisved in
both 2002/04 and 2004/05.

1 Refer footacte 1 on page 54
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued

Daseription

Ratianale

LEGACY PLANS

Senior Manager Long-Term {ncentive Plan?

Certain Executives were awarded a number of shares subject 1o &
four-year holdging lock provided the Executive remaing employed
ay the Qantas Group. These shares will be held on behail of sach

Executive by the Trustee unlil the expiry of the holding lock period.

Ary dividends paid on the shares wifl be distributed 1o the relevant
Executive.

This was ar interim plan followdng the susperision of the Qantas
Long-Yarm Executive ncentive Plan. No awards have been made
sirce April 2003

2002 Performance Bonus Plan

i 2001/02, the CEO, CRD and setect Executives were reguirad 1o
satary sacrifice at least 30 per cent of their borws into deferred
shares (Shares). Unger a matching award, participants were
grarded onre Right for every rine Shares aliocated.

The program aligned remunaration ard growth in shaveholder
value. No Shaves have been aflocated under this Plan since October
2002,

Qantas Long-Term Executive Incentive Plan - suspended in 2002

Unger QLTEIP, Executives were granted Entitiernents to unissued
shares in Qartas in the years ended 30 fune 2G00, 2001 and
2002 Vesting 5 based on Qantas relative T5R compared 1o ASX
200 industrials Index and a basket of giohal airines. Entitlements
vast between three andg five years following aweard date and are
ganarally conditional on the Executive remairing emploved. To
The extent that Engtlerments vest, they may be converted inlo
ordinary shares within eight years of the award date in proportion
o the gain in share price. Entitlernents witl lapse on the eighth
arnivarsary of the date of award.

The first index is determined as the percentile performance of
Qarntas {based or: average Relative TSR within a modified S&P/
ASK 200 Indust:
arzt Usdhities, Insurance, frvestments and Financial Services, Media,
Property Trusts and Telecoramunications. At grant date, it included
86 stocks.

Al grant date, the basket of global aifiines indluded Air Canada,
Adr Mews Zezland, AMR Corporation {American Airlines), British
Adrways, Cathay Pacific, Delta Aitlines, Japan Airlines, KiM Boval
Dutch Airtines (data no longer applicabiel, Lufthansa, Northwest
Aidlines, Singanore Airlines and UAL Corporation (United Airlines).

For further detaiis of GLTEIP, see page 49,

ais Index. The index excludes Banks, Infrastructure

This performance condition aligns rermuneration and growth in
sharefolder vaiue, The plan was suspended in July 2002

F o The relevant plan for e Bxooutive Directors i the 20
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DHRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued
Sel out in the following tables are the remuneration for the Specified Direclors and Specified Executives of Qantas during the finandal
year encied 30 June 2005:

REMUNERATION OF NON-EXECUTIVE AND EXECUTIVE DIRECTORS FOR THE YEAR ENDED 30 JUNE 2005

Eqquity
Primary Benefits Post Employment Benefits Benedite? Yotal
Cash Cash Non-Cash End of Super-
FAR  Incentives  Benefits Total Service annuation  Traved Total
Spaecified Directors  Year $ 5 $ % % 3 ] 3 $ %
arsaret Jackson, 2805 EXVRYAE —~ 113,860 485,231 - 11,585 9,550 :__'_'21,135 - '-_:5{}5,355
Chairman 20401 EX WSS 492,656 464,412 11,002 4,300 20,302 484714
Paut Anderson, 2005 114,348 - - 114,348 - ~ AT AT ~ 119,123
Hon-Erecutive Divector 2004 TO0,000 285 100,285 4,650 4650 104,935
ke Codd, 20805 76,020¢ - 37257 :_3_?3127? - 958886 4775 :__1_08.755' - '-__'_2‘14,{}32
Mon-Executive Director 2004 G6,641 25,685 02,326 91148 4 650k 85,799 HEAYS
Patricia Cross, 2005 77.096% ~ 119,834 196,930 - 18,251 4775 - 13.026 - 219,856
Mon-Executive Divector 2004 &5, 000 65,000 5,501 2,325 1826 72,826
Trewar Eastwinnd, 2005 145,31 - 11,419 115,730 - 8,688 3,581 [ 142H0 - 128000
Mar-brecutive Director 2004 140,000 5756 145,756 11,002 4650 L 35652, L3640,
{1 Jui 04 - 31 har 08 _
Gary Hounsafl, 200 53,097 - 45,089 99,186 - 5251 2,388 7538 - .'_}_06,32_5.
Mor-Exrecutive Director 2049 - = - S L=
{1 Jan 95 - 30 Jun 95 _ _ _
Hin Rarnady, 2005 172,000 - 20,517 192,517 - W I - 197292
Mon-Executive Divector 2004 150,000 13,918 163,916 11,002 4,650 15,652 179,568
foger Maynard, 2005 12, 768% - 662 23,430 - 2,048 796 2,845 - 25,175
Mar-brecutive Director 2004 120,000 - - 20000 10,800 4650 15,450 L3550
{1 Ju 04 - 8 Sep 043 _ _
sames Packer, 005 101,520 - - 181,920 - 18880 4775 14,885 - U675
Hon-Executive Director 2004 33,333 33,333 3,000 1,550 4550 17,483
fghn Sclubert, 2805 122,763 - 18,536 :.14”1,299 - 11,585 4775 .'._._16,360 - :._'_157,659
Mon-Executive Director - 2004 120,000 14,845 134,545 10,800 4,650 15,450 150,295
Mick Tai, 2005 26,564 - 4370 27,934 - 2,391 796 3,187 - LR
Mar-brecutive Director 2004 140,000 TOT LRETAT 11,002 4650 35052 LO362,723.
(1 Jui D4 - 8 Sep 04)
Geott Dinon, 2005 1,905,8631 1,490,000 301,396 1697259 1,414,785 95,979 19,100 1,529,864 1155550 6,482,673
Chiet Expcutive Officer 2004 1020856 1,593 4358 354077 3,588,368 1466232 FAO00 0 1E6DE 1556837 846072 8,091,272
Pater Gregu, 2005 1,164,415 755,000 248,459 2167874 138,581 28,808 19,100 .'835,401 626,724 4,630,939
Chiet Fiariciad Officer 2004 Y38,833 2088054 340,841 2198379 844,209 17800 1R800 BR0.602 532572 3,611,560
Totat remunerstion foe 2005 4,314,3367 2,245,000 918,599 7477935 2,203,286 290,640 83,961 2577887 1,882,274 11,933,006
Spedified Directors 2004 3936419 2462040 BR5232 0 7253691 230441 255058 B82S 2G4R 424 14780644 11,380,750
Trewor Kennedy, 2005 - - - - - - - - -
Mar-brecutive Director 2004 18,250 1855 L4235, 1443 1,938 .. 5381 AT AN,
{1 Jud 03 - 17 Kov 033
Total remunerstion fr 2005 4,314,336¢ 2,245,000 918,599 7477935 2,703,286 290,640 83,961 2,577,887 1,882,274 11,938,096
Spedified Directors 2004 3GM GRS 2462040 BROORT V295786 210441 258501 BLB63 2653800 14780644 11,428,245

1 .‘. : .I
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued
REMUNERATION OF NON-EXECUTIVE AND EXECUTIVE DIRECTORS FOR THE YEAR ENDED 30 JUNE 2005 continued

7 Eguity Benetits Exae Director

PiP PRP L7l CHTEP TFotal

Year $ 5 $ $ $

Gigoff Dixon 2005 513,798 363,375 378,377 - 1,255,550
2004 326,750 TLER0 377,234 1703,533 GA6,072

Peter Craga 2005 314,184 112,700 192,840 - 626,724
2004 FOERPS 45,600 1 435 N 32572

[ratal 2005 827,982 483,075 571,217 - 1,882,274
2004 B35.870 146,850 L B 254250 1ATE bad

Directors” and Officers” Eability insurance has not been included in the above figures since it is not possibie o determine an sppropriate
aloeation basis.

Mon-Executive Diractors do nol receive any performance related remuneration.

REMUNERATION OF SPECIFIED EXECUTIVES FOR THE YEAR ENDED 30 JUNE 2005
Eouity  Other

Primary Benetits Past Employment Benefits Benefits® Benefits Total
Specitied Cash
and Highest Cash tneen- Mon-Cash Endof  Super- Termin-
Remunerated FAR tivast  Benefits Total Sepvice annwation  Travel Total ation
Executives Year % % § 3 % 5 % 3 § 3 §
Dranis Adams, 2005 673,467 219,060 123,860 1.0%6,327 45,000 17,457 4,558 E.?Z,G{}? 224,515 - 1,312,849
£G Assodiatad Mn04 SPE0 31000 108860 91470 142500 BZOS% 9300 233854 151491 - 1,299,515
Busiresgas
Fona Balfour, 20065 538,540 176000 111468 826,008 155,489 58,419 9550 223458 171,282 - 1120746
EGM Qamas Business 2004 SOG8GZ 190,000 190,043 B8T005 158175 56172 9300 223647 92891 - 1,203,543
Services and (IO
i Brrghiett, 2005 729,080 311,000 230,555 L2635 153,434 106,654 8,550 269,638 303,863 - .‘i,BM,‘Bﬁ
EGIE Qantas 2004 858,321 290000 193,285 1341606 133428 19209 9,300 252937 166,350 - 1,560,883
2005 646,932 241000 175,728 1,063,660 173,674 36,754 U550 219,978 265,189 - 1,548,827
2004 630,285 RL0000 31EI0 0 SB3.099 166,299 6,754 9300 212,353 22377 - 1,M8224
2005 656,118 241,000 174,932 1,472,050 97,697 1,585 55540 .'_‘113,232 216,526 - 1,406,808
04 E29561 221000 17560 1,025,121 135622 11918 9300 56,840 140588 - 1322558
Alan doyee, 2005 532,273 3240007 95908 952,181 288,059 12550 9550 310,159 156,259 - 1,418,509
BN Jetsiar Adrways 2004 - - -
Tota! remunierstion for 2005 3,776,410 1,912,000 912,449 6,200,859 912,753 243,419 57,300 1,213,472 1,337.634 - B,751.865%
Spedified Erecutives 2004 7999343 1353000 798,658 4957001 136024 297107 48500 1079h3Y 0 775102 - h,BCL,734
David Forsyth, 2005 - - Sl - - o e - R

EGM Auralt Operations 2004 314911 3587 832828 402,326 130000 28878 9300 178178 100,281 328500 1,009,205
{1 Jul 03 ~ 15 Dac £3)

8,751,965

Tetal remunieration for - 2005 3,776,410 1,512,000 912,449 6,200,859 912,753 243,418 57,300 1,213,472 1,332,634 -
866,024 335985 LBSBOC 1257809 875,393 3Z8500 7,815,029

Spetified Drecutives 2004 3,314,284 1156587  BB2,486 5353327

1 Corpprises cash incentives Totaling $1512 000 (2004 31053 G003 and losg-term incentives of S (2004 $3587

F During the yesr M ioyce recaived & milestone reward papment relating 1o the estabiishraent of fetsiar Airsiays of $100,000.
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued

REMUNERATION OF SPECIFIED EXECUTIVES FOR THE YEAR ENDED 30 JUNE 2005 continued

3 Equity Benedits PiP PRP  Sen Mgr LT OLTEIF Fotal
Year $ 5 $ $ $

Canis Adarrs 2005 25,083 55,486 B0, 465 - 224315
200034 23332 B0, 507 BT 51497

Figanzs Ralfoie 2005 75,500 43 444 47,338 171,282
2004 R Gi3013 FERY 22,89

Fahy Bosghedd 2005 138,418 73,415 92,032 - 303,863
2004 EEW Y 42,008 ABETE s, 350

K Brevwn 2005 25,083 51,752 65,937 5417 265,188
20004 18,560 TLE 135 a0 223003

Cirand fenn 2005 28,083 59,275 59,168 o 216,526
2004 EERTY £, 5004 AEAF2 140, 4R

Alary Joyos 2005 51,818 30 768 34,673 - 156,259
M4 -

[ratal 2005 559,983 328,620 393,614 55,417 1,337,634
2004 107,448 LRIV 3035 835 R

Directoss’ and Officers’ Rabilty insurance has not Been includad in the above figures singe it is not possible to determine an appropriate
aloeation basis.

Parformance Related Remuneration FAR & Other? Total

Cash-

basad Equeity-based
Ramuneration Components as a PSP & Sen PRF &
Prapartion of Total Remunaration PP Bigr LTI QLTER Total
Geoff [ixon 23% 14% 6% 43% 57% 100%
Peter Gregg 21% 14% %% 38% 62% 100%
Cenis Adams 7% 13% 4% 34% 6o% 100%
Fiona Balfour 4% 0% 4% 28% 7% 100%
lohr Borghetti 17% 2% 4% 13% 67% 100%
Kevin Brown 16% 0% 7% 13% 67% 100%
Grant Fenn 17% 1% 4% 32% HE% 100%
Alan Jovee 23% &% %% 34% 6o% 100%

1 Othar Beradneration consist of tavel enditiements, the ancal acorast of end of sarddce pan
Fomthe case of Ry Dieon and B Grogo, s was e 2002 BExecutive Direcion & Term Incar

2nts gnd other beneliss,
lag.

The total percentages are derived frorm the 2005 Raruneration tables on pages 58 to 5% As the Rerruneration table is prepared on
ars accrual basis and the eguity berefit is valued st grant date in accordance with Accounting Standards, the percentages disciosed do
not reflect the annual allocation of performance related remuneration. To understand the target annual reweard mixes of sach of the
Executives, refer to the Executive Remuneration Philosophy and Chiectives on page 51,

in accordance with the Corporations Amendment Regulations 2004 {(No. 73 the following nformation is provided:

Performance Remuneration

Cash Plan Incentive Affecting Future Periods!

Awardad Forfeited 2006 2007 2008
Geoff Dixon 115% 0% 374,302 134,738 -
Peter Gregg 115% 0% 278,953 143,737 62,894
Denis Adarns 100% G 116,455 56,380 34,941
Fiona Balfour S0% 107 76,942 30927 17,471
lohir Borghett: 115% 0% 193,387 106,307 52,412
Kewin Brown 110% 0% 116,455 66,380 34,941
Grant fenn 110% 0% 116,455 56,380 34,047
Alan Jovee 150%4 0% 116,455 66,380 34,941

r}’ qmns dhata and amortised in acord
satishad. Parformia P u||0|:21'i
3l (vidend {Jr}}fdi'\k’ o 2R September 2030
& cihvidends vor 10 Re declarad.

ol & B100,000 milestang payrnent related 1w the estaliishrent of fstsiar Airways, The remainder of Tis incantive
Jar cant »irsI{;D“

value has boen de

df‘ddm ?hL: il
|J0|‘|‘Nrr' '

il

Z [_:ur|
[siyrTic

il Ir J(J‘,ff“ T
[ wels e sicd & 115
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued

SUMMARY GOF PERFORMARNCE CONDITIONS

Link between Remuneration Policy and Qamntas’ performance

The graph on the left below shows Gantas Tull-year profit from ordinary activities before income tax and the percergage of target cash
incentives that were naid 1o Executives aver the past five financial years, The graph on the right beiow shows Qantas” T5R performance
coraparec to the S&PIASK 100 index and the MSCHWorld Alrline Index over the past five Tinandial years.

S milion
$1,200 2009% 100%

1175% BO0%
$1,000

150% &0%
$800

125% 40%

$600 7100%  20%

7 75% 0% |

$400

150%  -Z0%
$200

25%  -40%

$0 0%  -60%
Jun 01 Jun 02 Jun 03 Jun 04 Jun 0% Jun GO Jun 01 Jur 02 Jun 03 Jun 04 Jun 05
mam Profit from ardinary activities before income tax (LHS) — Dantas we SEFASK 100 Index s MSCIWorid Airtine [ndex

— 0 of target cash incentives paid (RHS}

Sourse: dorgan Stanley Capital mtzraational SO world Asrling Indasx

- rgprnduced with permission

i line with the Executive Remuneration Phifosophy and Objectives, FAR is set with refererice to market data and is not related to Qantas’
performance in a specific year. The outcomes for the Performance Cash Plan (shiort-term incentive nlan) are related 1o Qantas' firandial
resuits. The Performance Share Plan outcomes are driven by gerformance against the achievement of & Balanced Scorecard relating o
Custormer, Operational, People and Finarcial performance {meadium-terrn incantive plany, Total Sharehoider Return dnduding dividends,
changes in the Qantas share price and return of capital if applicabiel s used for the Performance Rights Plan long-term: incentive plan}.

Relationship between cash incentives and Qantas’ performance

As indicated in the graph above, cash incertives were paid in three oul of the past five financial years, Cash incentives weare not paid for
2G00/01, were paid at target for 2001/02, were not paig for 2002703, were paid at 110% of target for 2003/04 and gl 100% of target
for 2004405 in line with Gardas’ achievement against its financial targets in these years. From July 2007 to lune 2003, a profit before tax
target deternmined the pool of money availabie for payment and in 2003/04 and 2004/05 the pool of monay availabie was subject to the
achievernant of a RoTGA target Tor members of the Executive Committee and an EBDRIT target for other Executives,

Relationship between employee equity and Qantas’ performance

Alopcations under the 2004/05 PSP are dependent on Gantas’ corporsle performance against a Balanced Scorecard. For 2003/04,
100% of the target level of performance shares were awarded to Executives following over-achievernent on the Balanced Scorecard. For
2004/05, the Board exercised its discretion to award 100% of farget to Executives,

Raward oulcomes under the 2004/05 PRP are inked to Qantas’ performance because the vesting of these rights is dependent on Gantas’
parforrmance agairst the S&PASK 100 Index and a basket of internationa! aidines. This perfarmance burdie rewards Gantas’ Executives
for Gantas” TSR growih in comparison 1w the TSR arowth rates of s hwo peer groups over the three 1o five-year performance period.
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued
SUMMARY OF KEY CONTRACY TERMS

Non-Executive Directors

i addition 1o FAR and the assodated superannuation contributions, s Mor-Executive Directors and eligibie beneficdiasies recaive traved
entitiernents. The Chairran is ergitled fo four international trips and 12 domestic #rips per calendar year and all other Non-Executive
Directors are enditied 1o twa intermationad Urips and six domestic trips each calendar vear. Thase Flights are not cumulative andg will

tapse if they are not used during the calendar vear in which the entitfernent refates. Post employment, the Chairman is entitled to twe
international trins and six domestic frips per vear of senvice and ali other Non-Erecutive Directons are entitied 1o one internationa! trig and
three domestic tips per year of service.

Executive Directors
The key contract and other terms of the two Executive Directors are sel out below:

Contract details Geoff Dixon Fatar Gragg

Length of existing contract 1 July 2004 1o 1 July 2007 1 Jaruary 2002 to 31 Decernber 2006

Fixed Anrual Remureration $2,070,000 {1 Juby 2004 — 37 Dacernber 2004) $1,260,000 {1 July 2004 - 37 Decernber 2004)
£2.160,000 {from 1 January 2005} 51310000 {from T fanuary 20053

FAR can be taken as cash or non-cash companants such a5 motor vehicies ang sunerannuation
contributions.

Frid of service payments Murmber of months FAR and other payvments available on early termination of contract:
372 months plus $5006,000 18 rorths pius $120,000
Additionat months FAR and other paymearnts availabie on termination:
Mot applicaile 18 morths pius $275,000 after 21 Decermber
2006
Termiration of employrment Termination without notce: employment can be ferminated immeadiately without notice {or

payment ir: lieu of notice) if, in the cpinion of the CEO {or the Board in the case of the CEO),

The Executive is or has been engagad in sericus miscenduct, becornes bankrupt or rmakes an
arrangement of composition with crediters of wilfully and persistently breaches their employrment
cortract.

Terrmination with rotice: employment can be terminatad dusing the contract period with 12 months
wiillen notice,

WVeduntary termination: voluntary terminalion fequires written nolice of sx monthis

Mr Gregg is entitled 1o 12 months FAR (in addition 1o existing end of service arrangements) if his
employment s not reguired by an incaming CEQ of hie is offered a position which is significantly
. . \

.
dirninished in terms of rasponsibifity, Mr Gregy is also entitled fo six months FAR {in addition to
existing end of service arrangements i he volantarily terminates after a change in CEO.

Travel ertitdemants Awvailabie g0 the Executive and eligible beneficiaries:

Lach calendar year throughout contract term and post employment:

. four international tips w four intermationat rips
5 12 dormestic Trins B 12 dormestic irips
Performance Cash Plan Target of 60% of FAR Targel of 50% of FAR

Way be greater than of less than the target amount as determined by the Board 1o refiect
achievernent of personal key performance indicalors.
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DIRECTOR AND EXECUTIVE REMUNERATION DISCLOSURES continued
SUMMARY OF KEY CONTRACT TERMS continued

Specified Executives

Denis Flana john Kavin Grant Alan
Contract details Adams Balfour Borghatti Brown Fenmn Joyes

Existing contract end date 31 Dec 2006 T Mov 2006 3% Dec 2007 2% Qg 2006 31 Oct 2008 30 Ot 2008

Fixed Anrwal Remuneration  §730,000 650,000 500,000 730,000 §730,000 $650,000

at 30 June 2005 . . . . . .
. FAR car: be taken as cash or non-cash components such as motor vehiicles and superannuation

contribuions

Frud of cervice payments Expressed as nuimber of months FAR i completed at least five years service under a fixed contract,
18 rmonths 12 rmorths 12 monthis 12 ronths 12 moriths 12 roriths

Termination of employmert  Termination without notice: amployment can be terminated immediately without notice {or payment in
e of noticel if in the opinion of the CEQ, the Executive is or has been engaged in sericus miscongduct,
becomes barkrupt or makes an arrangement or composition with creditors, of witfully and persistently
breaches their empioyrent contract,

Tersmiration with rotice: employment can be terminated during the contract period with 12 months
written nedice o payment in lieu.

Volurtasy termination: voiuntary fermenation requires wiitien notice. The contracl notice periods are
between three and six months, however Gantas may choose to make payment in lisu.

Mr Browen is entitted 1o six months FAR (in addition o axisting end of service arrangementst if his
ermployment is not reguired by ar: incoring CEG or he is offered a position which is significantly
girnirdstiad in terms of responsinility.

Mr Borghetti receives an additional six months FAR if he remaing in employment with Qartas untl
31 Decernper 2007

Travel entitiemeants Specified Executives and eligible heneficiaries are entitled fo between twe and four intemational and six
and 12 dormestic trips per annum, at no cest to the individual, Post employment the entitlernents are two
international and six domestic Trins.

Parformance Cash Plan Anrual target cash incentive is 20% of FAR. Actual may be greater than or fess than the tazget amount, as
determired by the Remuneration Committee, 10 reflect achievemenrt of personal key performance indicators.

ENVIRONMENTAL OBLIGATIONS (UNAUDITED)

The Qaritas Group's operations are subject to a range of Cormmonweaith, State, Territory and international environmental fegislation. The
Gantas Group is committed w & high standard of environmenital performance and the Board places particular focus on the envirensmental
aspects of its operations through the SESC, which is responsible for monitoring compliance with these reguiations ard reporting to the Board,

The Directors are satistied that adequate systemns are i1 place for the management of the Qantas Grou’s ervironmental exposufes and
ersirarimantal performance. The Directors are also satisfied that all relevant licences and permits are held ar that appropriate monitoing
procedures are i place 1o ensure comnpliance with those licences and permits. Any significart envirenmental incidents are reported Lo the
Board.

Thie Directors are not aware of any breaches of any ervironmental legisiation or of any sigaificant environmental incidents duri
firanciat year which are material in natuse.

iy the

INDEMNITIES AND INSURANCE (UNAUDITED)

Under the Qantas Constitution, Gantas indemnifies, 1o the extent permitted by law, each Direclor ang Secretary of Gantas against any
liahifity incusred by that person as an officer of Qartes,

The Directors listed on pages 32 w34 and the Secretaries of Qantas, being Brett Johasen and Janine Smith, have the benefit of the
indernrity ir: the Gantas Constitution. Members of the Qantas Executive Committee listad on page 34 have the benefit of an indemnity
o the fullest extent permitted by favw and as approved by the Board of Directors. in respect of nor-audit services, KPMG, Qartas’ auditor,
Mas the benefit of an indemnity o the extent KPMG reasonably relies on information provided by Gantas which is false, misleading or

is report.

Qartas has insured against armnounts which it may be Fable to pay on behall of Directors and Officers or which it otherwise agrees 1o pay
ny way of indermrity.

Daring the finarcial year, Qartas paid & premium for Directors” and Officers’ Eability insurarce policies, which cover ail Directors and
Officers of the Qantas Groun.

Details of the rature of the Eabilities covered, and the amourt of the premium paid in respect of, the Directors” and Officers’ insurance
policies are rot disclosed, as such disclosure is probibited under the terms of the contracts.
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NON-AUDIT SERVICES
Drarinig the vear, KPMG, Qardas’ auditer, has performed certain ciher services in addition 10 its stalutory duties.
The Directors are satisfied that:
{a) the nor-audit services provided during the 2004705 financial vear by KPMG as the external auditor were compatible with the
general standard of independence for auditors imposed by the Cororations Act; and
b any non-audit services provided during the 2004/05 financial year by KPMG as the externat avdilor did not compromise the
auditor independance reguiraments of the Corporations Act for the following reasons:
1y KPMG services have not involved partners or staft acting in & managerial o decision making capacity within the Gantas
Group or being involved In the pracessing of originating of transactions;

fied that the related function or process will not have

iy KPMG non-audil services have anly beer provided where Qartas is sat
a raaterigd bearing on the audit procedures;

(i} KPMG partners and staff involved in the provision of nor-audit services have nol participated in assodated anproval or
authorisation processes;

v} a description of all non-zudit services undertaken by KPMG and the related fees have been reporied o the Board to ensure
cormnplete transparency in relation to the services provided; and

v} the declaration required by section 307C of the Corpofations Act confirming independance has been received from KPMG

A copy of the auditors independence declaration as reguired under section 307C of the Corporations Act is included below,

Datails of the armounts paid 1o the avditar of Gantas, KPMG, for audit and non-audit services provided durng the year are set out in Note
8 o the Financisl Staternents.

LEAD AUDITOR'S INDEPENDENCE DECLARATION UNDER SECTION 307C
OF THE CORPORATIONS ACT 2001
Tov: the Mrectors of Gantas Ainways Lirmited

| declare that, 1o the Best of my knowledge and belie?, in relation to the audit for the finandal year ended 30 lune 2008, there have
heen:

wo no conlraventions of the avditor independence requirements as set out in the Cornorations Act 2007 in relation 1o the audit; and

wo no conlraventions of any anplicable code of professional conduct in relation to the audit.

(- 6

KPMG Mark Eppar
Sydrey, 28 August 2005

ROUNDING

Qantas is a company of & kind referred 1o in ASIC Class Order 98/T00 dated 10 July 1998 and in accerdance with that Class Order,
amounis i this Finarcial Report and Disectors” Report have been rounded 1o the nearest one hundred thousand dofiars unless otherwise
indicated.

Sigred pursuant to a Resolution of the Directors:

(o ﬁ Thpo—
Margaret lackson Geoff Dixon
Chairraan Chief Executive Officer

Sydnay, 29 August 2005
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Gantas Group Qantas
2005 2004 2005 2004
Notes SM M SM s
SALES AND OPERATING REVENUE SRR SR
Mat passenger revenuet? 88351 89783 8,6051 81827
Bt freight revencetd AR £:1:%: 3 5205 - 7594 4673
Tours and travel sevenue 7y 5 I FARR| IR -
Contract work revenye _ S AR4.9 502.4 367 2755
Other sources®4s 8611 641.2 780.5 942 3
Sates and operating revenus 2 12,6488 11,3537 10.512.0 5,862.8
EXPENDITURE S L
Marpower and stafll related -3,244.9 - 29385 2,5019
Sefling ard marksting 4443 4661 4347
Aircraft operating — variable CIZA3EE 2,226.8 235049
Fuel and oil 19317 13556 1,232.8
Property RN 15 X 300.8 2848
Camputer ang commun:icalion 4918 4391 4114
Depreciation and amortsation TR0 1,005 6 8710
Mon-carcefiable operating lease rentals S 31 XV I 2635 2373
Tours and travel BBRT 5705 -
Capacity hire -~ 341.0 - 2874 2555
Othert 365.1 4118 4240
Share of nat profit of assadates and joint ventures 20 {1.8) {197} - -
Expenditure 3 15274 103555 9,528.0 8,804 5
Earnings before interest and tax 3 any o 10082 9840 1,065 3
Borrowing costs E -{211,5): (250 5) {216.3) (263 .5)
Interest ravenus 2 117.0 1255 101.4 1123
Net borrowing costs (94.5) (1336)  (114.9) (151 2)
Profit from ordinary activities before related income tax L T o -
expense C1,022.2 G646 v B6RT 3141
Income 1ax expense relating o ordinary activities 4 {162.8) (315 8% (23813
Net profit ' 548.5 6750
Outside equily interests in net profit 22 {043 -
Net profit attributable to members of Qantas 240 6484 6750
Mor-owner transaction changas in equity:
Met exchange differences relating to seif-sustaining et T
foreign cperations 19 0.4 - -
Yotz changes in eguity from non-owner felated ransactions T T e
attributable to members of Qantas 21 751.0 5488 629.5 6760
Basic earrirggs per share 35 40.8 cents . 357 cents
Déuted earnings per share 35 407 cents 355 centy

4

Erciudas inarest revenus of Qan
COBES,

Fraviously, it was disc -
s Er e DO vear i B INCraase net freight revesese and do

£ Oher expenditure incksdes Coniract weork matonals, pristing, staticnony, wserancg and slhet mscelaneous axpensas.

 ea,

e

The Staternents of Francal Performance are @ be read in conjuncion with the Motes o the financial Statements on pages 9% 0 118
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Qantas Group Qantas
2005 2604 2005 20504

Notes $M M S0 M
CURRENT ASSETS R S
Cash 7 198, 3359 - 339, 2547
Receivables a 2,836 23163 Z,841.3 2,2034
Met receivables under hedgefosmap contracts 185.1 3023 - 184 3018
fnventories 9 3330 3755 02955 348.4
Orher " 151.7 1522 165.9 2105
Total current assets 3,708.9 3,3220 32,8274 33188
NON-CURRENT ASSETS L
Receivabies 8 L2B1T 3046 1.977%
het receivables under hadge/swap contracts 853, SOV G 9523
fnvestments accounted for using the eguity method 30 -"_3_43.7 3397 -
Other investraents 10 1% 1103 I
Property, plant ang eguipmarni iz 12,6125 12,256 6 ‘].'2_,242.0 10,6730
fntargible assets i3 s 4, 152 .4 e 4 472
Deferred tax assers 0% -
Orher " IR 64.3 649
Total non-current assets "14,424.5 14,2522 "13,899.2 T4 45725
Total assets 181344 195742 117266 17,8113
CURRENT LIABILITIES LT S
Payabies 14z 23675 193150 20789
interest-bearing lisbilities 15 315.0 ' 8212 "315.1 . 826.4
Met payables under hedge/fswap contracts L1428 250.8 262.5
Provisions 16 L AGD.2. 3816 328.8
Current tax liabilities 17 859 30 272
Ravenue received i advance L5358 1,493.3 : 1,348.3
Deferred fease benefits/income 441 450 £} 402
Total current liabilities 4.635.0 51902  4,276.2 49125
NON-CURRENT LIABILITIES S ST
Irterest-bearing liabilities 5 52347 50818 - -58314 - £,1343
het payables under hedge/swap contracts Sl A50.0 1316 - 4500 1316
Provisions 1673363 3T U303 302.3
Deferred tax labiities . 9106 8062 9106 - TER3
Deferred fease benefits/income 140.9 1917 1241 662
Totat non-current liabilities 70725 55437  7.619.2 75227
Total liabilities CAL7075 11,7330 14,8954 12,4352
Net assets 64269 53403 58312 5 3761
EQUITY R
Contributed eauity 18 447340 39949 L A41734 0 39949
Reserves 19 e BBR 544 - "BLE 829
Retained profits 20 2,193.1 1,776.3 1,574.9 1,258.3
Fouity altebutable to members of Gantas pA2%7 85,8256 5,831.:?_“ 53761
Outside equity interesis in controiled entities 2z 4.2 147 - -
Total equity 21 6,426.9 5,840.3 5,831.2 53761
The Staternents of Francal Fosiion are 1o e resd moconunciion wath the Sotes to the Fnancal Siatenienis on pages B8 o 118
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Qantas Group Qantas
2005 2004 2005 2004
Notes $M M S0 M

CASH FLOWS EROM OPERATING ACTIVITIES SRR S S
Cash receipts in the course of operations 13,2110 - 12,328.5 11,0807 - 10,1113
Cash paymenis in the course of operations (1L015.9) - (104286 L {9,186.3) 8,396.0;
interest received U169 126.0 -01.2 112.3
Borrowirg costs paid L (281.2) {305 A} - {206.6) {(312.1%
Dividends received 28 124 1280 222.6
ncome taxes paid {102.9) {333} {64.8) 1348
Net cash provided by operating activities 37 1,950.0 15954 4,741.0 1,872.9
CASH FLOWS FROM INVESTING ACTIVITIES AT B
Payments for property, plant and eguipment {1,682.9) (200707 - {1,214.8) {1,230.8}
Proceeds from sale of property, plant and eguinment ' 50,1 L ' 46.6
Proceeds from sale and leaseback of non-current assets! 1717 1717
Payrnenits for investrments, net of cash acquired ZTTa (271,73
Repaymentsfadvances) of investrment loars g (12827 e - (1282}
Payments for other intangibles - {473} - {473}
Net cash used in investing activities T{1,396.2) (223260 (919.4) (14307
CASH FLOWS FROM FINANCING ACTIVITIES SRR e
Rapayments of borrowings C{L1a45) (1,822.9F - -{1,184.4) (2.8349%
Proceeds from borrowingsfwanps ‘1,3{}29 ' 14132 11,3222 1,701.4
Met proceeds from the issue of shares L] e S0.6 o 506
Receipls for aircraft secusity deposits e 13 631 T LG 5%.3
Dividends paid {175.0) (161,43 (ran {15013
Net cash used in finandng activities 7 {15.3) (4174 £30.0) {13427
RECONCILIATION OF CASH PROVIDED BYAUSED iN) e T
Operating aclivities '._".__'1,950.0-.__ 19954 - 47110 18724
frivesting activities S {1,396.2) (2,232.6) - {919.4) {1,439 7}
Firancing activitiss {15.3) {417 43 £30.0) {13427
Nat increase/idecrease) in cash held 5385 (B50.6) - 7616 - (709.5}
Cashi at the baginning of the financial year 1,365.3 20158 1,284.1 1,8593.6
Cash at the end of the financial year 37 1,903.8 13653 2,045.7 1,284

1 Incleded in the proceeds from sale and leaseback of non-currant asseis was $18.8 miffion i refation (0 an A320 aircratt. The nghis o this aitaralft wene
soled preor o delwvery of the aivoraft 1o 2 lesior and leased hack «ia operating laase.

Thie Staternents of Cash Flows are io be fead in conjuncticn eath the Motes b the Finsncal Staioments on pages 98 o 118
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The significant accounting poficies which bave been adopted in the preparation of this Finandal Report are;

{a} BASIS OF PREPARATION

The Financial Report is a general purpose finandal report which Mas been prepared in accordance with Accounting Standards, Urgent
fsses Group Consensus Views, other authoritative pronouncements of the Austratian Accounting Standards Board {(AASB) and the
Caororations Act,

This Financiat Report has been prepared on the basis of histofica! costs and, except wiere stated, does not take nto account changing
money values o fair values of assets.

These accounting polices have been consistently apalied by each entity in the Qantas Group, heing Gantas Ainways Limited {Qartash and
its contratted entities and are consistent with those of the prior year.

Wihere necessary, comparative irformation Fas been redassified to achieve consistency i disclosure with current finandial vear amounts
arwd other disclosures,

{b) PRINCIPLES OF CONSOLIDATION

CONTROLLED ENTITIES

The GQantas Group Firandal Statemerts comprise the Financial Statements of Qantas and the Gantas Group. Resuits of controdied entities
witich were acguired of disposed of during the year are incduded in the Statements of Financial Per {Ofrname from the date cortrol
coramenced or up 1o the date control ceased. The corsolidation process eliminates balances and transactions with or between Qantas and
its controiled entities. Gutside interests in the equity and resuits of controlbed entities are shown as a separate ifem in the Qantas Group
Finandial Statements,

ASSOCIATES AND JOINT VENTURES
Assnciates arg joint ventures are those entities aver which the Ganlas Group exercises significant influence of joint control ang which aze
not intended for sate in the near future.

fnvestments in assodates and joint ventures ave accounted for using equity accounting principles, Investraents in associates and joirt
venturas are carriad at the lower of the equity accounted armount and recoverable amount. The Gantas Group's equity accounted share
of the ret profit of associates and joint ventures is recognisad in the wnselidated Statement of Financial Performarce from the date
significant influence or joint control commencad, up to the date significart influence of joint controd ceasad.

{c} FOREIGN CURRENCY TRANSACTIONS

Fareigr: currency fransactions, excepl those subject 1o specific hedging arrangements, are translated to Australian currency &l the rates
of exchange ruling a1 the date of each ransaction, At balance date, amounts receivabie and payable in foreign cusrencies are translated
at the rates of exchange raling &l that date. Resulting axchange differences are brought to account as exchange gains of losses in the
Statemnents of Financial Performance in the financial year i which the exchange rates change.

TRANSLATION OF CONTROLLED FOREIGN ENTITIES

Al controlled entities incorporated owerseas are seff-sustaining foreign operations and as such, their assets and lishilities are transiated
at the rates of exchange ruling at balance date. Eguity items are fransfated at historicat rates. The Staternents of Finandial Performance
of controlled foreigr entities are translated at the average exchange rate for the year. Exchange differences arising on translation are
recorded in the foreign currency wansiation reserve. The balance of the foreign currency transiation reserve relating to a controlied entity
That iz disposed of, or partially disposed of, is transferred to retained profits in the vear of disposal.

HEDGING OF FOREIGN CURRENCY COMMITMENTS

Gaing ard fosses on derivatives used o hedge the specific purchase o sale of capital equipment and goods and services are deferrad in
The Statemerzs of Financal Position and induded in the measurement of the refated purchase or sale, Net deferred gains/losses associated
with nedges of foreign currency revenue relating to future transporiation senvices are included i the Statements of Finarcal Position as
payabies/receivables. These gainsfosses will be induded in the measurement of the retevant Tuture forsign currency revenue at the time
The transportation services are provided. As al 3G lune 2005, net deferrad gains were $228 4 million (2004 losses $19.2 milion).

Ravenues and experises from cross-curency swap "ranfacficw andl amodnts owing toffrom swap countarparties are set-off and disclosed
on g net basis where the requirements of AASE 1074 - Sev-off and Extinguishment of Debt ave satistied.
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{d} DERIVATIVE FINANCIAL INSTRUMENTS
The Gantas Group & subject 1o foreign currency, interest rate, fuel price and credit risks. Derivative finandial instrurmnents are used 1o
hadge these risks, Gantas Group policy i3 not to enter, issue or hold derivative financial instruments for speculative rading purposes.

Principal amounts outstanding undey indivigual Cross-currency swaps are disciosed as a net asset or fabifity. Interest payments and
receints under Cross-CUrTency swaps are recognised on an accruals basis in the Staternents of Firandal Performance. Premiurms paid on
interest rate options are included in other assets and are amortised over the pering of the hedge.

Gains and iosses on darivatives used as hedges are accounted for on the same basis as the underlying exposures 1o which they relate,
Accordingly, hedge gaing and losses are indludad in the Staterments of Financial Performance wheri the gains and fosses arising on the
relgted hedged position are recogrised in the Statements of Financial Performance. Further details are cutlined in Note 31,

Wher the anticipated wansaction & ng longer expectad to occur as designated, the deferred gains and fosses relating o the hedged
Transaction are recogrised immediataly in the Statements of Financial Performance.

Wihere a hedge trarsaction is ferminated early and the anticipatad fransaction is still expected to oocur as designated, the deferred gains
ang fosses that arose on the hadge prior 1o s termination continue 1o be deferred and are included i the measdrement of the puschase,
sale of interest transaction when i occurs, When a hedge transaction is terminated early bacause the anticipated transaction is no longey
expected (o oocuf as dasignated, deferred gaing and losses that arose on the hadge prior $0o its termination are inciuded in the Statements
of Financial Performarice Tor the vear.

{e} REVENUE RECOGNITION

PASSENGER, FREIGHT AND TOURS AND TRAVEL SALES REVENUE

Passenger, Ireight and towrs and travel sales revenue is included in the Statements of Finandial Performance at the Tair value of the
consideration received net of sales discount passerger and freight interdine/|ATA cornmission and goods and services tax {GST). Tours
and travel sales commissions are treated as a cost of sale. Passenger, freight and tours and travel sales are Cradited 1o revenus received
in advance and subsequently transferred o revenue when passengers or freight are uplifted or when tours and travel air tickets and fand
content are utitised.

CONTRACT WORK REVENUE
Contract work fevenue is recogriised in proportion o the stage of completion of the contract when the stage of contract complietion can
na reliably measured.

CATERING REVENUE
Ravenue from the saie of catering products is recognised when control of the goods passes to the customer and is disciosed as part of
cortract work revende,

INTEREST REVENUE
fnterest revenue is recogrised as i accrues, taking into account the effective vield on the finandal assey,

ASSET SALES

The gross proceeds of asset sales are included as revenue at the date conirol of the asset passes 1o the buyer, usually when the purchaser
Takes delivary of the asset. The gain or loss on disposal is calculated as the difference between the carnying amount of the asset at the
tirne of disposal and the net proceeds on disposal.

ARCRAFT FINANCING FEES

Fees relating to linked transactions involving the legal form of a lease are recogrised as revenue only when there are no sigrificant
obligations to perfarm or refrain from significant activities, there are no significant liritations on use of the underlying asset and the
possibifity of reimbursement is remote. Where these criterda are ot met, fees are brought fo account as revenue or expenditure over the
pariod of the respective lease of on a basis which is representative of the pattern of benefits derived from the leasing transactions.

DIVIDENDS
Distributions from controlled entities are recognised as revenue by Qantas when dividends are declared by the controled ertities.
Dividends/distributions from assaciates and joinl ventufes and other investrments afe recagnised when dividends are received.

st

Dividend/distripution fevenue is recognised net of any franking credits.
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{f; GOODS AND SERVICES TAX

Rawenues, expersas and assets are recognised ret of the amourt of GST, except where the amount of G5T incurred is nol recoverable
from the taxation authority. In these drcumstances, the GST is recogrised as part of the cost of acquisition of the asset or as part of the
EXpENGE.

Receivabies and payabies are stated with the amoun? of GST included.

The ret amount of GSY recoverable from, or payable to, the taxation authority is included as a current asset of lisbility in the Statements
of Financial Position.

Cash Hows are included in the Staternents of Cash Flows on 3 gross basis. The GST carnponants of cash flows arising from investing and
financing activities whiich: are recoverable from, or pavablie o, the taxation authority are dassifiad as operating cash flows

{g) TAXATION
The Gantas Group adopts the income statement lability method of tax-effect accounting.

income 1ax expense is calculated on profit from: ordinary activities adiustad for permanent differences between tarable and accounting
incore.

Thie tax effect of timing differences, which anise from Hams being brought 1o account in different vears for income tax and accounting
purposes, s carfied forward in the Statements of Financal Position as a deferrad tax asset or a defarred tax fiabhifity.

Future income tax benefits relating 1o tming differences are not browght to account as ar: asset unless fealisation is assured beyond
reasonable doubt. Future income tax benefits relating to tax losses are only brought to account as an asset when their realisation is
considered to be virtually certain.

Capital gairs tax, if applicabie, is providad for in establishing income tax expense wherl an asset is sold.
Qardtas is taxed as a public company and provides for incore tax in overseas juriscictions where a Eability exists. Generally, these taxes are

assessed on & farrmula of percentage of sales basis.

{h) TAX CONSOLIDATION

Qartas is the head entity in the tax-consolidated group comprising sl the Austrafian wholly-owned entities? set oul in Note 28 The
implemeantation date for the tax-consolidated group was 1 July 2003, The head entity recognises all of the current and deferred tax assets
ars! Habifities of the tax-ronsofidated group (including intra-group transactions as slowed for in the finarcial vear ended 30 Jure 20051
The Gantas Group deterrmined that wiholly-owned entites will recognise an incorne tax expense referabla 1o the tax arising on their profits
agjusted for permanent differences with a conseguential adjustraent fo intercompary assets and Eabilities,

Thie tax-corsoligated group has enterad into a tax sharing agreement given the joint and several income tax-related lahility assurned by
ali erities cormprising the tax-consolidatad group. fn the apinion of the Birectors, the fax sharing agreement is also & valid agreement
unger the Tax Consolidation legislation and #mits the joint and several income Lax-related lability of the wholly-owred entitiss of the tax-
ronsoiicated group in the case of default by Gantas.

(i} RECEIVABLES
Raceivabies are recognised and carried at original inveice armount less a provision o any urcoliectable debts, An estimate for douitful
dabits is made when collection of the full amourt is no longer probable. Bad debts are written-off as incurred.

{jy INVENTORIES
Ingineering axpendablies, consurnable stores and work in progress are valged at weighted average cost, less any aoplicabie allowance for
ohssiescence. Inventasies held for sale are vatued at the fovwer of cost and net realisable value.,

{k} RECOVERABLE AMCUNT OF NON-CURRENT ASSETS

The carrying amounts of non-current assets valued on the cost basis are reviewed regularly 1o determine wiether they are in excess of
Their recoverable arnount &t balance date. Assats which primarily generate cash Hows, such as sireraft, are assessed on an individual basis
whereas infrastructure assets are examined on a dass-by-class basis and compared to net surplus cash inflows, Expectad ret cash flows
used in determining recoverabie amounts have been discounted to their net present value, using a rate refiecting the cost of funds.

A appropriate writedown is made if the carrying amount of & non-cusrent asset exceeds its recoverable amount. The writedown i
expensert i the finandial year inwhich i occurs.

1
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{I} INVESTMENTS

Altinvestrnents are recorded at the lower of cost and recoverable amount.

{rm) ACQUISITION OF ASSETS
ftars of proparty, plant and eguiprrent are initisily recorded at their cost of acquisition at the date of acgu
The corsideration provided plus indidenta! costs direcily attributable o the acguisition.

tion, being the far value of

Major modifications o aircradt and the costs assodated with placing the aircrafll into service are capitalised as part of the cost of the asset
to which they refate. Al gircrall maintenance costs are expensed as incurred. Manpower casts in relation Lo employees that are dedicated
o maior moditications o aircraft are capitalised as part of the cost of the modification 1o which they relate. Borrowing costs assodiated
with the acguisiion of gualifying assets such as aircraft and the acguisition, construction or production of significant items of other
property, plant and equipment are capitalised as part of the cost of the asset 1o which: they relate,

Software development expeniditure s only recognised as an asset whean the Qargas Group controls future econormic beriefils as & resuit of
The costs incurred and it is probable that those fuiure sconormic benefite will eventuate and the cosis can be measused reliably.

{n} DEPRECIATION AND AMORTISATION

Deprecialion and amorgsation are provided on a straight-line basis on all items of property, plart and equipment excepi for freehold and
leasehold land. The depreciation and amortisadion rates of owned assets are calculated so as to alocate the costs or valuation of an asset,
tess any estimated residual value, over the asset's estimated usefu? life o the Qardas Group. Assels are depreciatad or amorised from
The date of acquisition or, in fespact of internaily constricted assets, from the time an asset is completed and held ready for use, The
costs of imarovements o assels are amortised over the remaining useful life of the asset or the estimated useful life of the imoroverment,
whichiever s the shorter. Assets cnder finance lease are amoriised over the term of the relevant lease or, where i is likely the Qantas
Group will obtain ownership of the asset, the life of the aaset,

The prircipal asset depreciation and amortisation periods and estimated residual valug percentages are:

Residual

Years Valua %

Buildings and leasehold improvements 10-50 a
Planit ang equipment 3-40 0
Jet aireratt and engines 20 0-20
Mon-jet aircraft and engines 10-20 0-20
Alrcratt spare parts 15-20 0-20

Thesa rates are in line with those for ¥e prior year,
Depreciation and arortisation rates and resicual values are revievwed annually and feassessed having regard to commercia and

technological developments and the estirmatad useful life of asses to the Gantas Group.

{o) LEASED AND HIRE PURCHASE ASSETS

Leased assets under which the Gantas Group assumes sibstantialy sl the risks and benefits of ownership are dassified as finance leases.
Other leases are classified as operating leases.

Lirked transactions irveldng the legal form of 2 lease are accounted for as one transaction when a series of ransactions are negotiated
as ore or take place concurrently or in sequence and cannot be understood economically alone.

Finance ieases are capitalised. A tease asset and a lease Fability equal to the present value of the minimurs lease paymenits are recorded at
The inception of the lease. Any gains and losses under sale and leaseback arrangements are deferred and amortised over the lease term.
Capitalised feased assets are amortised on a straighit-line basis over the period in which benefits are expected to arise from the use of
Those assets. Lease payments are allocated between the reduction in the princpal component of the lease Fability and interest axpense.
Fully prepaid leases are classified in the Statemnents of Financial Position as hire purchase assets, 1o recognise that the finandng struglures
irmpose certain chigations, commitments and/or restrictions on the Qantas Group which differentiate these aircralt from owned assers,
Payments made under operating leases are expensed in the financial year inwhich they are incurred.

Leases are deemed o be non-cancelable it significant finandal peralties assodated with termination are anticpated.

i respect of any premises ranted under long-term operaling leases which are subject 1o sub-lenancy agreements, provision is mage fof
ary shortfali between primary payrments o e head lessor l2ss 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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s

{p) INTANGIBLE ASSETS

GOODWILL

Goadwill, regresenting the excess of the purchase consideration plus incidental costs over the fair values of identifiable net assets
accpiired, is amortised on a straighl-line basis over the period i1 which future berefits are expected 10 arise, or 20 years, whichever is the
shorter.

The unamortised balance of goodwilt is revievwed at teast each balance date, Where the balance exceeds the value of expacted fuiure
nanafits, the difference is charged to the Stalerments of Firancial Performance.

For assaciates and joint verdures, the consolidated Financial Staterments include the carrying amount of goodwilt in the equity sccountedd
invastrents’ carying arounts.

OFHER INTANGIBLES

Airport landing slots represent the purchase consideration of the identifiabie intangibles acguired and are amortised on & straight-ne
nasis over the asset's estimated useful fe, not axceeding 20 years. The unamortised balance of other intangibles is reviewed at feast 2ach
nalance date, Where the balance exceeds the value of expected future henefis, the difference is charged 1o the Staternents of Financi
Parformance.

{q) PAYABLES
Lizhdizies for trade craditors and other amounts are carried af cost, which is the fair value of the consideration to be paig in the fuiure for
goods and services receivad, whether or not billed to the Qantas Group.

Creferred cash settiernents are recogrised at the present value of the oulstanding consideration payable on the acguisition of an asset
discounted at prevailing commercial borrowing rates.

{r}y FREQUENT FLYER ACCOUNTING

The Gantas Group receives revenue from the sale of Freguent Flyer points to third parties. This revenue is recognised in the Statements
of Financial Performance when it is received. The obligation 1o provide traved rewards to members of the Gantas Freguent Flyer prograrm
is progressively accrued as points afe accurnuiated, net of estimated points that will not be redeerned. This accrual is based on the
incremental cost {heirg the cost of meals, fuel and passenger expenses) of providing the travel rewards. The accrual is reduced as
members redeern awards of their entiflements expire.

{s) EMPLOYEE BENEFITS

WAGES AND SALARIES, ANNUAL LEAVE AND SICK LEAVE

Lishiities for employee benefits for wages, salaries, annuat leave [induding leave loadirg) ard sick leave vesting Lo employees expected
o be settled withir: 12 monthis of the year end represent present obi:gations resalting from emplayees’ services provided o balarce date.
Thesa are calcuialad at undiscounied amourits basad o remuneration wage ard salary rates that the Qantas Group expects 1o pay as at
nalance date inckiding related on-costs, such as workers' compensation insugrance and payrod tax.

1

LONG SERVICE LEAVE
The provision fof employee benefits to long service leave represents the present valug of the estimated future cash ou
resutting from emplioyees’ services provided to balance date.

fones B be made

The provision is calcalated using expected future increases in wage and salary rates including related on-costs and expected sefffement
dates based on turnover history and s discountad using the fates attaching 1o national government Bonds at balance date which most
viosaty match the terms of maturity of the related Habifities. The unwinding of the discount is treated as long service leave expense.
EMPLOYEE SHARE PLANS

A Habifity is recognised for erployes share plans, induding benefits basad on the future valae of eguity instruments and benefits under
plans allowing the Qantas Group o settle in either cash or shares.

SUPERANNUATION

The Gantas Group contributes to employee superannuation funds, Contributions 1o these funds are recogrised in the Stalements of
Financial Performance as they are mads. Further details are disclosed in MNote 27,
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{1} PROVISIONS
A provision is recognized wher: there is & legal, eguitable or constructive ohiigation as a result of & gast event and it is probabie that
frture sacrifice of econcrmic benefits will be required 1o settie the chiigation, the timing or arount of wiich is uncertain.

il the effect is malerial, a provision is determined by discounting the expected future cash flowes {adjusted for expected future risks}
required to settle the obligation at a pre-tax sate that reflects cuvrent market assessmenits of the time value of money and the risks
specific w the liability, baing risk free rates on government bonds most cosely maiching the expectad future payments. The unwinding of
the discount is treated as part of the expense related to the particular provision.

DIVIDENDS
A provision tor dividends payable is recognised in the reporting period in which the dividends are declared, for the entire undistributed
arnount, regardless of the extent 1o which they wilt be paid in cash.

EMPLOYEE TERMINATION BENEFITS

Provisions for terrmination berefits are only recogrised when a detadled plan has been apgroved and the termination benefit has either
cornmenced or Been pubiicly announced of firm contracts related o the termination henefit have been entered into. Costs related o
orgoirg activities are ot provided for,

SURPLUS LEASED PREMISES
Provision s made for non-canceliable operating lease rertals payable on surplus leased premises when it is determined that no substantive
frture benefit will e ohtained from its occupancy and sub-lease rentals are less than the operating lease rertais.

The estimate is calculated based on discounted net Tuture cash flows, using the interest rate implicit in the lease or an estimate thereof.

INSURANCE AND OTHER

Qantas is a lcensed self-insurer under the New South Wales Workers Compensation Act, the Victorian Accident Compensation Act and
The Gueensiang Workers' Compensation and Rehabilitation Act. Qantas has made provision for all assessed workers' compensation
liabilities, together with an estirate of fisbiities incurred but not reported, based on an independent actuarial assessment. Workers'
corapensation for all remaining employees is insured commerciaily

{u) EARNINGS PER SHARE

Basic earrdrgs per share is determined by dividing the Gantas Group’s net profit allributable to members of Gartas by the weightad
average number of shares on issue daring the current financial vear {refer Note 35}

Dituted earnings per share is calculated after taking into account the number of prdinary shares 1o be ssued for no consideration in
reigtion o dilutive potentiat ordinary shares {refer Note 355

{v) STATEMENTS OF CASH FLOWS
For the purposes of the Statements of Cash Flows, cash includes cash at hank and on hand, cash at call, sho
securities anid ferm deposits.

SR MMONeyY market

{w) BORROWING COSTS
Borrowing costs includa interest, amortisation of discounts or premivms relating o borrowings, amortisation of ancllary costs incurred in
cormeaction with arrangarment of borrowings and foreign exchangs losses net of hedged amounts on borrowings.

nterest paymenls in respect of finas nstraments classified as Habifities are indiuded in borrowing costs.

Wihere interest rates are hedged or swapged, the horrowing costs are recognised net of any effect of the hadge or swap.

Borrowing costs are expensed as incurred unless they relate 1o gualifying assets. Gualifying assets are assets that necessarily take a
substardial period of time fo get ready for their intended use. In thesa drcumstances, borrowing costs are capitalised 1o the cost of the
assers, Where funds are borrowed generaily, Borrowing costs are cagitalised using the average interest rate applicabie to the Gamtas
Group's debt facilities being 7.0 per cent {2004: 6.6 per cent) in the current year. During the vear, borrowing costs totalling $74.4 million
(2004: $49.2 mikion) were capitalised into the cost of gualifying assets.

{x) EXPENDITURE CARRIED FORWARD

Marerial items of expenditure are deferred 1o the extent that the Qantas Group considers it is probable that future economic benefits
embodied i the expenditure will eventuste and can be measured refisbly, do not relale solely 1o reverige that has already beer: brought
To account and will contribute to the fulure earing capacity of the Gantas Group, Deferred axpenditure iterms indlude guarantes fees,
nank fees and other fees associated with the establishment of lending faciiities as well as option premiurns and are amortized over the
period that the future economic benefits will be received. The deferred expenditure in the Gantas Group Statements of Financial Position
at 20 June 2005 is $159.2 milion (2004 $146 7 milion).
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Bank and other foang are recognised at their pringipal amount, subject to set-off arrangerments. Interest expenise is acorued at the
cortracted sate and included in other creditors and acoruals,

{z} USE AND REVISION OF ACCCUNTING ESTIMATES
The preparation of the Financial Report requires the making of estimates and assumptions that affect the recogrised amounts of assets,
Habilities, revenues and expenses and the disciosure of contingent fizhifities. The estimates and associated assumptions are based on

historical experience and various other factors that are believad to be reasonable under the circumstances, the resalts of which form the
nasis of making judgements about carrying values of assets and liabilities that are not readily apparent frorm other sources. Actual resuills

may differ from thess estimates.

Cantas Group Qantas
2005 2004 2005 2004
Sid $h S i
REVENUE FROM OPERATING ACTIVITIES - Ve
Sates and operatng revenus
Related parties S T
- controfied entities o330 . 1773
— associates and joirt veniures a0l ; s £8.9 876
- other related parties 253 cee 28 16.8
Onhar parties 11,2378 . _1__(_1,_2_74f_5_ : Q4784
[Hvidend revende ' B
Related parties
- controfled entities - 1563
— associates and joint ventures - 29
Dhar parties 05 a5
Sales and operating revenus 11,3537 G,860.8
REVENUE FROM OUTSIDE OGPERATING ACTIVITIES
friterast revernue
Related parties
- controlted entities - 1.3
— associates and joint veniures 5.1 51
Oher parties 1208 0. : 054
Proceeds from sale of property, plant and eguinment 501 e 66.9 464
Proceeds from sale and leaseback of non-current azsets 1y 257.9 177
'13,095.2 11,7014 '10,938.2 10,200 4
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Cantas Group Gantas
2005 2004 2005 2004
44 St SHA $
Profit from ordinary activities before related income 1ax expense . R
includes the charging/craditing} of the Tollowing dems:
Borrowirdy costs
Related parties
- conirodled entities - 725
Othier parties
- finance charges on capitalised leases 14.9 152
— other borrowing costs 2518 2246
Capitatised borrowing costs {49.7) {49 2}
Total borrowing costs 2585 263.5
Denrecialtion
Buildings 6.2 4.4
Plant and equipraent 120.5 1623
Ajrcratt and engines — normal depreciation 4008 3752
Aircraft and engines — accelerated depreciation e -'-'-'_45.'1 a1.4 614
mircraft spase parts 48.5 754 08
Tots! depreciation BALT 6733 6141
Amortisation e
Leasehold huiidings 71 0%
Leasehold improverments 500 285
Leased plant and equipment 1.4 -
Leased ard hire purchasad aircraft and engines 2575 2257
Leased aircraft spare paris 1.8 18
Goadwill 4.4 -
Airport landing slots 0.1 01
Yot amortisation 252.3 332.3 2570
Met foreign currency loss 218 409 317
Lossfprofit) on sale of gircrall, engines and spares S 4.0 3.0
Lossiprofit) on sale of property, plant and equiprent (25 {248}
Bad and douhiful debls 30 EXE
Operating lease charges
Carcellable operating feases 148.2 166.3 1621
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Gantas Group Qantas
2005 2004 2005 2004
i M S ShA
The prima facie incame tax on profit from ordinary activivies differs R R
fromm the income tax charged in the Staternenits of Financial Performance
and is calcuiated as foilows:

Brofit from crdinary activities 914.1
Prima facie income fax expense ai 30 per cent of profit 274.2
Addfliess) adiustrnents for

Non-assessable income
Defarred lease benefis 0.1
nputation gross-up on dividersds recered 20.2
Franking credits on dividends received {67.5)
Share of assocites’ and joint ventures' net profit -
Other nor-assessabie income {0.5)
Non-deductible expenditure
Deprediation on buildings 0.7
Armnaortisztion of goodwil and other ntangibles -
Amortisation of lease residual values 08
Writedown of investmenls -
Other non-deductible expenditure 55
Other assessablefideductible items 78
{Overifunder provision in prior yesrs (2.2}
Tax consolidation benefit due to reset tax values
of depreciable zssets -
Tax consofidation benefit due to recognition of previously
unhooked tax fosses -
income tax expense related 1o current and deferred tax transactions
of the wholiy-owned entilies in the tax-consolidated group "38.8 730
Recovery of income tax expense from wholly-owned subsidiaries = .
in the tax-consolidated group - - {38.6} {7300
fncome tax expense relating 1o ordinary acivites 262.8 3138 239.6 2381
Comprising:
Aostralian ncoeme 1ax experse 313, 23840
Overseas income tax espensa 25 o1
3158 2381
Future income tax benefit arising from tax losses, nol recognised as an a e
because recovery is not virtualy certain 13.3 245 13.3 14.9

The future income tax benefit will only be obrained if:

n future assessable income s derved of a nature and of an amaount sufficent 1o enable the benefit 1o be realised;

% the conditions for deductibility imposed by tax legislation continue o be complied with, and

% no changes in tax legislation adversely affect the abllity of the Gantas Group Lo realise the berefit.

As & consequence of the enactment of the Tax Consolidation legislation, Gantas, as the head antity in a tax-consodidated group,
irmplemanted tax consolidation effective from 1 fuly 2003, Accordingly, the Qantas Group has applied UIG 52 — ncome Tax Accounting

unger the Tax Consolidation System in preparing this Financial Report,

Thie subsidiary-relatad deferred tax balances recognised in Gantas and the Qartas Group bave been determined based on the timing

differences at the tax-consoligated group level,
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This node discioses equity instrurnents for Executive Direclors and Spacified Executives as required by AASE 1046 - Director and Executive
Disciosures by Uisclosing Entites. Bisciosure of Spadfied Directors and Specified Dxecutive Rermuneration is detailed in the Directors’
fegort at pages 54 o 63,

EQUITY INSTRUMENTS
Sel out in the following tables are the holdings of eguity instruments granted as remuneration to Executive Directors and Spedified

Executives, No other Director, Specified Executive or personally related entities directly of heneficiaily held any other shares, aptions or
rights ir: the Gartas Group other Han as set cut below.

PERFORMANCE SHARE PLAN (PSP
Datails of ertitlements aver shares in Garitas provided as remuneration during the financial year to Executive Directors and Spedified
Executives are set out below. For more information on the operation of the PSP see page 55

Number of
Performance
Shares
Number of  Vested and
Performance Transferred
Shares to the
Values Granted Executive Not
Grant at Grant  Balance at  during the  during the  Balante at Available  Available
Date Date 30 June 2004 Yaar Year 30 June 2005 1o Calt toy Call
Executive Directors
Geotf [hxon 21 Oct 04 53,34 - 150,000 - 150,000° 75,000 75,000
6 0ot 03 $362 62,500 - &2,500 - - -
62,500 150,000 &2,500 150,000 75,000 75,000
Peter Gregg 21 Oct 04 53,34 - 20,000 - 20,0007 45 000 45 000
6 0ot 03 3362 40,000 - 40,000 - - -
40,000 20,000 40,000 40,000 45 000 45,000
Specified Executives
Denis Adarns 18 Aug G4 $3.32 - 25,000 - 38,0008 35,000 -
Fiona Balfaur 18 Aug 04 $3.32 - 30,000 - 30,6003 20,000 -
lohir Borghett: 18 Aug 04 $3.32 - 55,000 - 55,0004 55000 -
Kewin Brown 18 Aug 04 $3.32 - 25,000 - 38,000 35,000 -
Grant Fenn 18 Aug 04 $3.32 - 25,000 - 38,0008 35,000 -
Alar Joyee 18 Aug G4 $3.32 - 30,000 - 30,0004 20,000 -
Alan loyeed 18 May 05 318 - 25,000 - 25 000% 25 000 -

1 U o ne-balf ot 15
FOME Gregy called %
alf ot 1

3 U o ane-
A v its discret

5L o ane-sall of hase shares may be “calied for” fram 3 March 2006,

RS

shiares may he calted

hares may he "oalbed for” fo
fmn 45,000 deferaod

shual

n, the Board reschved o make an aliocat

130 bune 2005,
i Jusly B0

b oleiby 005

stdeferred shares W B lyvoe under the Performance Shase Plarn

Mo amount has been paid, or it payable by the Executive In felation to these performance shares.
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Details of righits aver ordinary shares and vesting criteria for each Exacutive Director and Spacified Executive are set out below. For more
inforrmation on the operation of the PRE, see page 56,

Performance
Rights
Number of  Vested and
Performance  Transferred
Rights e the
Granted Executive
Grant Value at Total  Balance at during the during the Batance at
Date Grant Date Value 30 June 2004 Year Yaar 30 June 206053
Executive Directors
Geotf [hxon 21 Oct 04 §2.28 $1,026,000 - 450,000 - 450,000
16 Oct 03 $3.042 285,000 125,000 - - 125,000
125,000 450,000 - 575 000
Pater Gregq 21 Oct 04 §2.28: $205,200 - 40,000 - 90,0600
16 Oct 03 53,044 §182,400 80,000 - - 20,000
80,000 40,000 - 170,000
Specified Executives
[enis Adarns 18 Aug 04 %225 $40,000 - 40,000 - 40,000
T Oet 03 %3.097 $81113 35,000 - - 35,000
35,000 40,000 - 75,000
Fiona Balfour 18 Aug 04 5225 §78,750 - 35,000 - 35,000
5 St 03 £3.042 £69,528 30,000 - - 20,000
30,000 35,000 - 65,000
lohn Borgheit: 18 Aug 04 5225 $135,000 - 50,000 - 50,000
T Oet 03 §4.007 §92 700 40,000 - - 40,000
40,000 50,000 - 100,000
Eevin Brown 18 Aug 04 52251 $20,000 - 40,000 - AD GO0
T Oet 03 §4.007 $69,525 30,000 - - 30,000
30,000 40,000 - 70,000
Grant Fenn 18 Aug 04 5225 301,250 - 45 D00 - 45 GO0
T Oet 03 §4.007 $81113 35,000 - - 35,000
25 000 A5 Q00 - B0, 000
Alan loyce 18 Aug 04 §2.251 £78,750 - 35,000 - 35,000
0 Dec 03 32.86¢ 542,300 20,000 - - 20,000
20,000 35,000 - 55,000

achigwegment.

are b uby 2004

Iihe date of grant using a k
the AARE 146 reuy

i take into <onsideration

FOAL 3G dune 2005, no Righds had vested and nong bad logsed

Al Rights were granted with a nil exercise price. No arnount has been gaid, or is payable by the Executive, in relation to

these Rights.
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2042 EXECUTIVE DIRECTOR LONG-TERM INCENTIVE PLAN {EXEC DIRECTOR L1} AND SENIOR MANAGER LONG-TERM
INCENTIVE PLAN {SEN MGR LT}
The rumber of Qantas shares provided as remuneration under the Exec Director LT ardd Sen Mgr LT to each Executive Diractor and
Specified Executive is set out below. No shares were granted under these Plans in the yvear ended 30 fune 2005, For more information on
The oparation of the Exec Director LT and Sen Mygr LT see page 57,
Balance at Balance at
Grant Date 30 June 2004 30 June 2005

Executive Directors

Geoff Dixon 1 Got 62 250,000 250,000
Pater Gregq Gt 62 150,000 150,000
Specified Executives

Canis Adams 21 Dec 02 70,000 76,000
Fiona Balfaur 31 Dec 02 40,000 40,600
lohr Borghetti 31 Dec G2 80,000 80,600
Kevin Brown 31 Dec 02 60,000 50,000
Grant Fenn 21 Dec 02 60,000 0,000
Alan Jovee 10 Jan G3 30,000 30,000

Mo amounis have been paid of are payable by the Executives in relation Lo the shares.

2002 EXECUTIVE DIRECTOR LONG-TERM INCENTIVE PLAN (EXEC DIRECTOR LT1) AND 2002 PERFORMANCE BONUS PLAN
{2002 BONUS)
The rumber of Qantas Rights provided as rermuneration ander the Exec Director 111 ang 2002 Bonus to each Executive Director and
Specified Executive is set out below. No Righits were granted under these Plans in the year ended 30 June 2005, For more information on
The operation of the 2002 Bonus, see page 57,

Rights Vested

Balance at and Convertad Balance at
Grant Date 30 June 2004 during the Year 30 June 2005

Executive Directors

Geoff Dixon 17 oo 62 30,834 (2,057 23777
Pater Gragg 17 Oer 02 18,720 {2,054% 16,666
Specified Executives

Denis Adarns 22 0cr 02 1,054 1,054% -
Fiona Balfaur 23 Gt G2 2,751 {2,751 -
Jobir: Borghett: 23 0ce 002 1,317 {1,317} -
Kevin Brown 23 Oor 02 2,433 {2,433 -
Grant Fenn 23 Oer G2 1,216 {1,216} -
Alan Jovee M - - -

Mo armounis have been paid or are payable by the Bxecutives in relation o the Rights

QANTAS LONG-TERM EXECUTIVE INCENTIVE PLAN (QLTEIFR)

etails of entitiements over shares in Qantas provided as remuneration under the QLTEP fo each Executive Direcior and Specified
Executive are set out halow. For more information on the operation of the GLTEIR see page 57

Number of MNumber
Entitlements Balance at Balance at Number Vestad Unvested at
Granted 30 June 2004 Lapsad 30 June 2005 at 30 June 2005 30 June 20605
Executive Directors

Geoff Dixon 2,045 000 2,045 000 {63,313} 1,983,687 1,738,692 244 4541
Peter Gregg 828 000 838,000 {2,900 B28,100 705,602 122,497

Specified Executives
Danis Adams B18,000 518,600 {2,900) RO 100 437 869 70,231
Fiona Balfaur 230,000 210,000 - 210000 175,701 34,2091
lohr Borghetti 518,000 518,600 {2,900 BO&, 100 437 BES 70,231
Kevin Brown 350,000 250,000 - 350,000 - 250,000
Grant Fenn 496,000 £56,000 (7,425} 458,575 418,244 70,231
Alan Jovee 220,000 220,000 - 220,000 184 067 35,9331

1 Those Eritlemends fapsed on 1 ouly 2005,
Mo further vasting occurred for Executives in the year 1o 30 jure 2005 All vested Entitlements may be converted into ordinary shares,
however, this is not on & one-for-one basis. A2 the sirme SLTEIP Entitlernents lapsed, they were cut-of-the-money,
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EQUITY HOLDINGS AND TRANSACTIONS
The movernent during the yvear in the number of ordinary Qantas shares held directly, indirectly or benefically, by each Birector and

Specified Executive, inclading thelr personally related entities, is as follows:

Interest in Rights Acguired Interest in
Shares at Acquired as  Converted through  Purchased/ Shares at

30 june 2004 Remuneration! 1o Shares DRP2 {Soid} Llapsed 30 June 20053
Diractors
Margaret jackson 147,338 - - - - - 147,338
Geoff Dixon 455,001 158,600 3,057 7444 215,000 - 830,502
Peter Gregg 254,676 50,000 2,054 - - - 346,730
Paul Anderson 25,000 - - - - - 25,000
ke Codd 11,577 - - 65% - - 12,236
Patricia Cross 2047 - - e - - 2363
Trevor Eastwood 13,078 - - 367 - - 13,440
Garty Mounsell - - - 854 30,000 - 30,854
Jirn Kernechy 1,975 - - - - - 1975
Roger Mayrard - - - - - - -
larnes Packer - - - - - - -
lohn Schubert 34,753 - - - - - 34,753
Mick Tait 1,675 - - - - - 1,675
Specified Executives
Drenis Adamns 87,261 35,000 1,054 26 (2,375} - 122,626
Fiona Balfour 73,101 30,000 2,757 1,791 - - 107,643
lohr Borghett: 96,176 55,000 1,317 782 13,85% - 167,141
Kewin Brown 81,901 35,800 2,433 - 24,334) - 85,600
Grant Fenn 76,373 35,000 1,216 il - - 113,555
Alan Joyee 36,273 55,000 - - - 85,272

1 See detads of e PSP on page 77 in

¢ Gantas Cividend Roinves

3 Fo Trewor £

HEER RN

Coch ang Mick Tait, the number showan £ at e date of resignation Tram the 8oard, being 31 March 2005 and 8 Septermiber 2004 respod ey,

s Mo,

LOANS AND OTHER TRANSACTIONS WITH SPECIFIED DIRECTORS AND SPECHIED EXECUTIVES

Loahs

Mo Specitied Director or Spectied Executive bield any loans from the Gantas Group during or at the end of the finardal vear.

Other Transactions with the Gantas Group
A nurnher of Spacified Direclors and Spacified Executives, or thelr personally related entities, hold positions in cther entities that result
in them having wontrel or sigrificant influence over the firanda! of operating policies of these entities.

The Publishing ang Broadcasting Lirmited (PRL) group is a related entity 1o Mr Packer. Dusing the year, PBL purchased air fravel of

$12.6 million (2004 $11.8 m

Hont and advertising space of $6.8 miflion from Qardas, Gantas purchased divectly or indirectly advartising

services from the PBL group of $2.1 millon during the vear. In addition, Jetstar Alrways and PBL entered into a contra transaction alowing
PBL 1o derive alf advertising revenue from the in-flight magazire in exchange for producing the letstar in-flight magazine. All transactions
were congucted on normal comrmerdial terms.

Ungl July 2005, Roger Donazzan, husband of Gantas Chairman s Jackson, was a Partner of Mirter Ellison. W Donazzan performead no
work for Gantas. Total legat fees paid o the Minter Effison Group durng the year were $3.5 millon. During the yvear, the Minter Ellison

Group nurchased air travel of $2.7 milion.

Paul Meadows, husband of Qantas Director Ms Cross is & partrer of Allens Arthur Robinson, Wy Meadows performs no waork for Qantas,

Yotal legal f2es paid to the Allens Arthur Robinson Group during the vear ware $240. During the year, the Allens Arthur Robinson Group
purchased aif travel of $0.4 milkor.
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Qantas Group Qantas
2005 2004 2005 2004

000 000 $000 $000

Audit services
Auditors of Qantas - KPMG

Audit and review of financial reports 1,865 1,497
Orher sarvices
Auditors of Qantas - KPMG
Cither assurance services 497 475
Fimanciat reporiing assistance 177 i
Lue diligence 207 207
Tax cornpiiance 617 567
Total other services 1,468 1,426
PG related practices ' - w2 - 152
""" 4,074 3615 3,219 3,075
S LY $8 A
Cash on nand o Vamt 33 w2l 22
Cash at bank T8 107.5 545 6.8
Cash at calt B2.7 2251 82.7 2247
""" 198.0 3G 3309 2547
S $M S $mt
CURRENT Sl T
Trade debtors C1,02004 958.3 G017
Less: provision for doubtful debis 6.1 B0 1467
14,0143 o403 953.2 885.0
Trade debtors R e
Related parties
— contrelled entities - M6t
— assodiates and joinl ventures : & 1ms - G 1.7
— other related parties - 582 - 58.2
""""" 13.6 700 60.9 186.0
Loars owing from - N
Related parties
- controlled entities DERREE : - 389
Shors-term money market securities and term deposits _'_'_'1,?85._8 . 102594 i_ - 170658 1.02%.4
Ajrceatt security deposits ST G4 0 '-5.4___' 632
Sundsy debiors S L
Related parties
— contrelled entities - 25
Cither parties 672 5532
21163 2,841.3 2,203.4

Short-term money market securities of $185 0 million {20047 5150.0 millien) held by the Gantas Group are pledged as coliateral under the
terms of certain financing faciities.
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Qantas Group Qantas
2005 20064 2005 2004

&M $h S0 M

NON-CURRENT
Loars owing from
Related parties

— wontrolled entities - 16540
— assodiates and joint venlures 128.2 128.2
Oither parties 154 -
Aprcralt security deposits 1255 1253
Sundey debtors
Cither parties 355 254
3046 19779
of aircraft finance.
$Ma $M $M
Al cost LI TR
Engineering expendables L2647 4.4 2877
Corisurnable stores . ' 36.8 285
Work in progress 326 31.0
3743 . 2950 3472
Al net realisable value L
Adrcralt spare parts held for cale 0.4 1.2 3.4 1.z
""" 333.0 3755 2955 348.4
I
S $ S8 $M
NON-CURRENT o o
Unlisted investrierts
Controlled entities at nel hook value (refer MNote 28) - 4725
Associates and joint ventures &t cost - 2843
Other corporations sl net ook value 13041 2004
1101 FIT2
<§ .@ ?5‘
SM $ S8 $M
CURRENT — —
Advances, prepayments and other 1336 162.0
Deferred expenditure 58 6 485
o2z 165.9 7105
NON-CURRENT —_—
Deferred expenditure B&1 £33
Other 28 16
""" 84.8 909 643 64.9
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piant and e
Qantas Group Qantas
200% 2004 2005 2004
5 M B s
NON-CURRENT S i
freehold land - owned
Al cost 59 & &7.2
At valuation - - -
BG4 A7 472
Leasehold land L T
Al cost 0.3 a1 - -
Totat land at cost and valuation 68.3 sos 411 472
Buildings - owned S
Ateost 2381 w52 194.3 ne s
Less: arcurnuiated deprediation 63.7 631 471.5 481
174.4 421 146.8 2.4
Buildings - leased s '
Al cost -6ik 61.2 290
Less: accurnuiated amortisation 43.3 422 17.9
"""" 17.4 198 103 1171
Total buildings
Al cost 216 .4 13¢5
Less: accurnuiated depreciation and amortisation 1G5.3 &o.0
Total buildings at net book value A 735
Leasehold improvements
Al cost 13518 RN
Less: accurnuiated amortisation 7285 3615 3723
Total leasehold improvemaents at net book value 6734 3553 3926
Plant and equipment - owned PRREEREE S
Al cost C1,803.9 . 16815 - ~1,403.0 . 1,298 4
Less: arcurnuiated deprediation 1.134.4 10550 F94.9 7220
""" 669.5 6265 6084 576 4
Plant and equipment - leased L e
Al cost FAY -
Less: arcurnuiated amortisation &1 -
. s o -
Total plant and equipment S
Al cost 1.810.9 16585 1,403.0 1,298 4
Less: arcurnuiated deprediation and arostsation 11409 1,0611 F94.9 7220
Total plant and equipment at net book value 67046 6274 20841 5764
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Qantas Group Qantas
2005 2004 2005 2004
5 M S84 s
Aircraft and engines - owned S . SRR
AL cost 10,1802 95997 -6,988.8 . 65327
Less: accurnuiated deprediation 3,237.2 30365 2,663.9 25813
16,9430 55628 4,325.0 3,051.4
Aircraft and engines - hire purchased IRAREEE SRR
Al cost 3.262.8 3,014.0 5,_503.2 . B158.1
Less: aucurnuiated amortisation 748.8 611.% 960.6 7353
12,5132 24021 4542 44228
Alrcraft and engines - leased L o -
AL cost 742.8 7452 - #55.5 4555
Less: arcurnuiated amortisation 375.0 3403 206.7 1837
""" 367.8 4049 2488 2718
Total aircraft and engines IS RREET R
Af cost 141850 0 133589 12,9476 12,1463
Less: arcurnuiated deprediation and arostsation 4,361.0 3,985 3,831.2 25003
Total aircraft and engines at net book value h 9,824.0 9,269.8 B .9,116.4 2,646.0
Adrcraft spare parts - owned
Al cost 7299 G463
Less: arcurnuiated deprediation 319.9 1638 3455
""" 3841 366.1 360.8
Adrcraft spare parts - leased PR
Al cost 20.8 08 208 208
Less: arcurnuiated amortisation 4.7 30 4.7 3.0
"""" 16.1 178 164 178
Total alrcraft spare parts ERY -
Al cost 507 H571
Lesy arcurnuiated depradiation and amorisation 3668 3485
Total aiveraft spare parts at net book value 383G 3186
Manufacturers' deposits
Progress payments at cost 10815 6117
Total property, plant and equipment R EEEEE
At cost 19,2162 185074 166D2.1. 156821
Less: accurnuiated depreciation and amortisation 6,603.7 £,250.8 5,360.1 50091
Total property, plant and eguipment at net book value 12,6125 ' 12,2566 "12,242.0 10,6730
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piant ang ecuapmend
Opeaning Closing
Written Written
Brown Brown
Value  Additions  Disposals  Transfers Dapreciation Other* Yalue
2005 2005 2005 2005 2005 2005 2005
Gantas Group $ s $ s $M $h M
RECONCHJAT*ONS . R e e e P T N
Freehoid fand — owned 55 4
Leasehols land 04
Total fand 55.5
Buiidings — owned 92.1
Buiidings - teased 5.0
Total buildings 14
Leasehold inprovements 6234
Plant and equipment — owned 6265 - _ _ 3 6 _ _
Plant and equiprnent — leasad 0.G - - - {0.4) - 0.5
Total plant and equipment 6274 o ' - O es 670.0
Ajrceaft ang engines — owned 6,562 .8 ) 6.943.0.
Ajrcraft ang engines — hire purchased 24021 4 R13.2
Ajroraft and engines — leased 404G 367.8
Total aiveraft and engines 03698  408.0  {290.3)  1159.2  (831%) 78 9,824.0
Adrerat spare parts — owned 366.1 - _3_84.1
Alrcraft spare parts — leased 17.8 161
Total aircraft spare parts 3839 645 {(80) - {80y 10 400.2
Manufacturers' deposizs 10815 9179 {26.6) (1159.2) - 499 8635
Total property, plant and equipment 12,2566 16829  (3321) - (1,083.0) 881 12,6125
* Gther for the Qantas Group includes revaluation of land and buildings, transfers to inventory and capitalised interest.
Cantas $1 $h $1 $h $hv $0 M
RECONCILIATIONS S e DU I e N o
Freehold land — owned 472 -
otal tand e L e LT -
B\“’dmgg — oimedd 62 4 | i " ¥ 5y S RN {4_5}
Buitdings — teased 1.1 0.8}
Tota! buitdings e mes  om T ey
Comsenold mprovements e e om T 0]
Plant and equiprment — owned 5764 (121.?}
Total plant and equipment 576.4 (121.4)
Ajrcraft ang engines — owned 3,951.4 '_(50(}.8} s
Ajrcrat ang engines — hire gurchased 44228 _ _ {231.31 -
Ajrcraft and engines — leased 2718 {23.0)
Total aiveraft and engines B.646.0 '{7553}
Aeratt spare parts - owmed o0 - - ; . = ...(42‘9} o
Alrcraft spare parts — leased 17.8 - - - {(+H
Total aivcraft spare parts — P PP S e
Manufactorers’ deposits 6117 - sE7E (26.6) (590.03 -~
Total property, plant and eguipment  10,673.0 1,214.8 (3248) 5539 959.y 843 11,242.0

= Other for Gantas ndudes ransfers 1o inventory and capitalised interest.
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indeperdent valuations of land and buddings were obtained as at 20 lune 2005, The valuations for each asset dlass were in excess of their
cafying amounts, however, no additions revaluations have been recognised. Detais of the valuations obtained for the Qantas Group
ere

Gantas Group

2005 20064
Valuation Carrying Valuation Carrying
Amount Ameaunt Excess Amount Ameunt Excoss

M b5 $M $M b1 $M

--:278.8 . V364 2527 151.5 1012

Freehoid fand and buildings! 3 o
Leasehold buiidings ang improvements 959.6 3475 ag7.g 542 .4 2654
1,238.4 3839 13605 7939 366.6

1 Freshold land and Buldings for Gantas haws been indapendantly valued at $2608 milion (2004 $21% 3 milion).

The 2005 independert vaiuation of land, buidings and leasehold improvernents was carried out by My Russel! Cowell, FVLE, AREl, of
Kpight Frank Vatuations {(NSW Pty Limited. Valuations were performed after physically inspecting a sample of proparties ang ail sigrificant
agditions, The property valugtions were performed using the open market of special use value 1o the Gantas Group.

SECURED ASSETS

Certain gircralt and engines act as security against related finandngs. Under the terms of certain financing fadlities entered into by the
Qantas Group, the underwriters 1o these agreements have a fixed charge over centain aircraft and engines 1o the extent that debt has

naen issuad directiy 1o those underwriters. The total carrying amount of assets under pledge was 55,075 3 million as at 30 June 2005

(2004: $3,598.7 miftion).

Qantas Group Oantas
2005 2004 2005 2004

S $hv ¥ M

NON-CURRENT

Goadwill at cost 151.3 ; -

Less: accurnuiated amortisation 461 - -
....... 067 052 — .

Airport landing slots e lary 473 A 473

Less: arcurnuiated amortisation 2.0 [ 2.0 o1
"""" 45.3 472 453 47.2
""" 142.0 1524 453 47.2
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L Payabies
Gantas Group Qantas
2005 2004 2005 2004
Sat $hd S S
CURRENT e SRR

Trade creditose
Related narties

— wontrolled entities - H=Y
- assodates and joint venlures L B2 25h - 254
— other relatad 33&?."“95 e 8¢5 B .... 945
Cither parties 1,687.6 15727 1,575.3 1,460.9
46878 16978 - 1,655.9. 17533
Quher creditors and accruals L e
Gther parties S 206.7 281 - 58.9 4.0
Freguent Fiver poirts dabifity 216.7 2516 216.7 2516
2,111.2 21675 1.831.8 20789
(R
318! M
CURRENT
Bari loans
- securad 196 4 81
— unsecufed 333 1333
Orher loars
Related parties — unsecured
— assodiates and joint vertures 14.2 14.2
Other parties L : - o
- unsecured T - £18.1 o R 4181
Finance fease and hire purchase liahilities {refer Note 231 83.8 599G 1971 1791
""" 315.0 8219 315 826.4
NON-CURRENT S SR
Bang loans e
- secured 25009 25585 1,083.2
— unsecured 3649 3641
Orher loars
Related narties — unsecured
— controfied erdities - 5526
Oither parties
— unsecufed 1,283.5 1,283.5
Finance fease and hire purchase liahilities {refer Note 231 BIS7 28109
52347 50818 58314 61343

Certain curfent and non-curent ioans relate 1o speciic financings of aircraft and engines ang are secured by the aircraft 10 which they
refate (refer Note 12,
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Qantas Group Qantas
2005 2004 2005 2004
5M M S M
CURRENT L
Cvidends 14 -
Frployee berefits refer Note 32)
—annual feave 37T 2810
— long service leave 288 237
- statff redundancy G4 -
Under-recovery of rentals on sub-let premises 75 6.8
frsurance and other 258 178
3816 3444 328.8
NON-CURRENT ]
Frployee berefits refer Note 32) e e
—long service leave 2577 - 2443 - 2354
Under-recovery of rentals on sub-let premises 158 e 7 135
frsurance and other 582 571 530
37 303.1 302.3

The provision for employee long service ieave henefits represents the present vaiue of the estimated fulure cash outflows 1o be made
resutting from employees’ service provided to balance date. In datarmining the estimated future value of long service feave entitlernents,
angmber of assumptions have been made ncluding the fikely increase in wage and salary rates in the future

Oantas Group Oantas
2005 200%

St S
RECONCILIATIONS e e e
Reconciliations of the carrying amounts of each dass of provision,
excent for employes benefits, are set out below:

Dividends :

Carrying amount gt the begirning of the finandial year BT - S
Provisions rrade during the year '-.:'_'353.8 B K .'_'_"'_352.9 E
Payrmenits made during the year S {175.0) -':(172.7)
Dividends settled in shares under the Diddendg Reinvesirnent Plan ”“{‘?73.5) """" {178.5)
Carrying amount at the end of the financial year 17 1.7

Under-recovery of rentals on sub-tet premises
Carrying amount al the begirning of the finandial year
Provisions released during the year

Payments made during the vear

Carrying amount at the end of the financial year

inciuded in the Finandal Statements as foliows:
Current
MNon-current

Insurance and other

Carrying amount gt the begirning of the finandial year
Prowisions made dunng the year

Payments made during the vear

Carrying amount at the end of the financial year

inciuded in the Finandal Statements as foliows:
Current
MNon-current
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Qantas Group Qantas
2005 2004 2005 2004
M $ M $M
fricome tax e e -
______ 826 258 B8 25l
33 4.3 1.9 21
""" 85.9 301 3.8 272
182
it M S S
fssued and paid up capital: 1,897 648,748 (2004 1,845 115,040 R S L :
ardinary shiares, fully paid as at 30 June 4,173.4 3,504 % 4173.4 35949
Movemneanis in the share capitad of Qantas during the firancial yvear were as foliows:
MNumber
of Shares 2005
Data Datails Y Shi
1 duly 2004 Batance at the beginaing of the financial year
2% Seplamber 2004 Davidend Reirvestment Plan
6 April 2005 Cividlend Reimvestment Plan
30 June 2005 Balance at the end of the financial year B '1,.397.6" """ A4,173.4
1 wes the corversion of an amount of 1,280 109 GLTER Entilerionis indg 388 shares on 18 Asgust 2004 and o further amiosnd of 1,844,861 QL1EP

Frerts 10l A0 1T shares oo T8 February 2005

Holders of ordinary shares are entitled 1o receive dividends as declared from lime to time and are entitted to one vole per share at

sharehoiders’ meetings.

i the event of winding-up, Gantas ordinary shareholders rank after al weditors and are Tully entitled 1o any residual proceeds on

liguidlation.
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Qantas Group Qantas
2005 2004 2005 2004
Sat A S $M
Assel revaluation reserve 599 555 .. 829 82.9
Foreign curfency translation reserve {3.7} {113 - -
""" 56.2 544 82.9 820
MOVEMENTS IN RESERVES e e
Asset revaluation reserve
Biziance at the beginning of the financial year 555 82.0
Revaluztion of land and buildings or acguisiton. e
of cuiside equily interest of subsidiary 4.4 - -
Balance at the end of the finandai year 55.9 55.5 82.9
Foreign currency transfation reserve
Balance at the beginning of the financial year _ {1.1y (1.5) -
Met exchange diferences relating to self-sustaining foreign operations {2.6) 0.4 - -
Balance at the end of the financial year (3.7} ano - -

NATURE AND PURPQOSE OF RESERVES

Azset revaluation reserve

The asset revaluation reserve incdudes the ret revaluation incremeants and decrements arising from the revaluation of non-current assels
measured at fair value in accordance with AASE 1047 - Revaiuation of Non-Current Assets i prioy financiat vears. An amourt for the
Qartas Groug and Qantas of $52.6 miflion {2004 $52.6 mitlion} is not avaiable for fuluze asset writedowns as a result of using the

daermed cost election for land wher: adopting AASE 1041

Foreign currency translation reserve

The foreign currency transialion reserve records the foreign currency differences arsing from the trarslation of sei-sustaining foreign
operations, the frandation of ransactions that hedge the Gantas Group's net invastrment in a foreign operation or the translation of
foraign currency monetary Herns forming part of the net nvestment i a seif-suataining operation. Refer wo Note Tich

A3

B B
Retained profits at the beginning of the finandial year 1,435.% 9275
fet profit artribuiabie o members of Gantas 648 4 &7640
Met effect of acauisition of ouiside equity interest of suhsidiarny S . =T -
Dividends recognised during the vear {353 .8} 3080} {352.9) (205 5)
Retained profits a1 the end of the financial vear 2,134 1,776.3 1,574.9 11,2583
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f i
Cantas Group GQarntas
2005 2004 2005 2004
Sa $hd M $M
Total eguity &t the beginning of the finandial year f:".5,540.3 82621 - 5,376.1 . 4,768.6
fet profit attribuiabie o members of Gantas S 1836 - G484 5285 G76.0
Contributions of equity RO N 2370 - TRS 2370
Divider:ds U (353.8) (308.0) - (352.9) {30%.5)
Acguisition of ouiside equity interest of subsidiarny =70 - e -
Tota!t change in reserves e 1 04 e -
Total change in outside equily nterests {10.5) 0.4 - -
Total equity at the end of the financial year | 6,426.9 58403 5,831.2 53763
$as St SM $M
frterest in profit from ordinary activities atler income tax. 3.8 g4 - -
nterest in retained profis at the end of the finandal vear e ' -_'-_4,_0 145 e -
fmterest in share capital 0.4 02 - -
........ » e " -
i
A
b3 Sh4 A
included in the Financial Staternents as finance lease and e
hire purchiase liahilities are the present vaiues of fuiure rentals
of the foliowing: R
Aircra¥t and engines +1,G22.8 5354 2,860.0 29500
Computer and communications enwpmeant 0.2 o2z - -
1,623.0 9356  2,860.0 29900
Pavahle AR S R SSR
Mot later than one year M23.8 952 - 3140 3013
Later than one year bul not later than Hve yearg o _'578.9 6066 | L4ABTA - 1,488.0
Later than five yvears 4987 1940 1.092.2 18876
12024 1,005 ' 347306 36764
Less future lease and hire puschase finance charges 179.4 T64. 7 o136 H86.9
1,023.0 9356  2,860.0 29900
Lease and hire purchase Fabilities provided for in the Finandial Staterments L :
Currerit liability (refer Mote 15) e B38 599 1974 179,
Non-current Eability irefer Note 15) 939.2 B7R7 2,662.9 28109
4,023.0 DI56 28600 29900
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24, antd i
Qantas Group Gantas
2005 2004 2005 2004
M Shd S $M
Future net cperating lease and hire cormmitmerds U R o -
not provided for in the Financial Statermnents 24287 23859 1,865 19737
Mot later thar one year LUBG8.0 4572 4057 3B66
Later than one year but nal later than five yvears C1,258.8 - 12552 .- 9BZ.E - 1,110.0

Later than fve years [YAN| 5008 483.0 4478

22132 48723 19944
Less: provision for potertial undear-recovery of rentals S R

233 7.0 207

on unused premises gvailable for sub-lease (refer Note 16}
24287 21899 1,8651 19737
Operating lease commitments represent: S
Canceliable cperating leases T1,025.8 9886 - 10105 9227
Non-cancellabie operating jeases: R TRLEY T
Aircraft feases 1,402.9 12013 847.6 G910

2, 4287 2385949 18654 19737
Mon-canceilabie aperating lease commitments, —— T,

exciudirgy unguaranteed residual payrments,

not provided for in the Firancial Statements:
Payable

Mot ater thar ane year 3081 2393
Later than one year but not later than five years B8o4.4 F22.8
Later than fve years 8.8 238

14,4023 12013 591.0

The GQantas Group feases airaall, bulldings and plant and eguipment undes finance and operating leases with axpiry dates between one
arwi 15 years. Al Enanice leases contain purchase options exercisable at the end of the lease term. The GQanlas Group has the right 1o
negotiate extensions on rmost leases.

it &l aircraft operating leases were capitzlised on original lease inception, then total lease labilities would ingrease by §2.194 5 miliion ang
assers under operating leases would have ar implied carrying value of $2,127.4 milion a1 30 June 2005

The value of non-cancallable opesating feases above has been calculated assuming the assets are owned and delit funded and is not
congistent with the disclosuse requirements of AASE 1008 - Leases.

sia $Ma S84 S
Capita! expenditure commitments contracted bl not provided for "
ir. the Firancial Statemnents:

51301 . -4,232.2. 51200

Aireraft B

Buiiding works S --155.7-_'_' 2243 e 1LY 2220

Other 136.4 JZIEN 120.5 1681
45385 55445 4,500.4 5,511.1

Mot fater thar one year 3 -1,566.8 1,710.8 3__"'--.'2155}'.1"_ 1,692 4

Later than one vear but nat later than five years 2,877 38337 2,543.3 38187
45385 55445 4,500.4 5,511 1

The ahove amounts excdude sncommitted arcrall purchase payments that may be made if cancallabie aircralt options ave exarcised.
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Details of contingant liabilites arising outside the normal course of business, where the probabilivy of future paymerds is not considered
rerote, are set out below. The Directors are of the opirion that provisions are nol required in respect of these matiers, a5 it is nol
probable that a fuiure sacrifice of economic benefits wil be required or the amount is not capable of reliable measurement.

Qantas Group Qantas
2005 2004 2005 2504

S $M M M

Guarantees and letters of comfort 1o support operating
lease commitments and othey arangements entered into

with other parties by controled entities 247 -
Guarantees and letters of corfort o support leveraged
and operating lease commitments to other parties on behalf
of associates 11 1.0
General guarantees in the nomal course of business 126.6 126.6
Contingent fizbilifes relating to current argd threatened litigation 106 5.6
172.5 1477

TERMINAL FUEL FACIITIES

The Ganias Group, together with other airiines, has entered into various agreements in order o faciltate e funding and instafiation
of jet turbine fuel hydrant systems and terminal equiprmernit facilities at Los Angeles and Mawaii Airports. The airlines have joirtly and
severally agreed to repay any unpaid balante dnduding interest} of the loans totaling $186.2 milion (2004 $214.1 miflion} in the event
The agreemerits are terminated prior to expiry of the leans.

ARCRAFT FINANCING

As part of the financing arrangements for the acquisivion of airaaft, the Qantas Group has provided certain guasantees and indemnities
o various lenders and equily participants in feveraged tease transactions. In certain circurnstances, indiuding the insolvency of mejor
international banks, the Qantas Group may be required to make payments undar these guarantees. The Jantas Group has guaranteed
That the lessors wifl receive all of the funds due fo Hiem under the lease arrangements.

Qartas and cerlain controdled entities have ertered inlo asset value underwriting arrangements with lerders under certain aircraft securad
firancings. These arrangements protect the value of the aircraft security 1o the lenders fo & pre-determined level. This is reflectad by the
hatance of aircralt security deposits held with certain financial institutions.

The Gantas Group has provided standard tax indemnities o the eguity investors in certain leveraged leases. The inderanities effectively
guaranies the after-tax rate of return of the investors and the Qantas Group may be subiect to additional financirg costs on future
tease payrnents if certain assumplions made at the time of entering the transactions, induding assumptons as o the rate of income tax,
suhseguently become invalid.

UNREALISED GAINS/LOSSES - BACK-TO-BACK HEDGES

Wihiere long-tarm horrowings are helg in foreign currendes inwhich Gantas derives surplus net revenue, offsetting forward foreign
exchange contracts have been used to maich the cash flows arising under the borrowings with the expecied revenue surpluses used

o hedge the borrowings. To the extent & gain of loss is incurred, this s deferred untif the net revenue is reafised. As at 30 lune 2005,
Totat unrealised exchange gains on hedges of net reveriue designated to service long-term debt were $228 4 million {2004 $159.2 milion
losses).

The Gantas Grocp maintains two superanriustion Plans covering Australian-baszed emplioyess, The Qartas Group also maintains a number
of superannuation and retirernerst Plans for local staff in overseas countries. Plan trustees, who are appointed by Ganias, are indermnified
ny the Gantas Group against actions, Caims andg demands arising from their lawiul administzation of e superannuation Plans.

The superarnuaton plars for Australian-based current and former employees of Ganilas (indiuding employees of certain controlied
ertities) provide accumulation benetits, defined henefits ar a combination of hoth. Qantas is committed 10 making contrbutions 1o the
suparannuation plans, after slowing for employee contributions. Ir: adgition, the Gantas Group is reguired o provide a minirmum fevel of
cortributions under the Australiar: Superannuation Guarantee lagislation.

The various Plans were last actuarially assessed as detailed in the table on the following page. The actuarial valuations confirmed that the
vatue of the assers of the Plans were sufficiant to meet ail anticipated dabifities indluding vested benefits,
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The last actuarial reviews of the Plans were as follows:

Mame and
Plan Type of Plan Qualifications of Actuary® Date
Qantas Superannuation Plan Lefined benefit MW Mark Thormpson, BSe, FRAA 20 june 2002
Accumidation nfa
Austratian Aifdines Flight Engineers’ Superarnuation Plan? Grefined benefit Wi Mark Thompson, BSc, FlAA 30 kune 2003

1 Actuanal valustions {)c‘lf'\r'flfld by actezany Ben emploved by Toweers Porrin nowe Russet! fnvestment Sroapd in Australia,
Y i3 luby 2005,

i wi

Certain controlied entites have a legathy enforceabie obiigation ander various awards 1o contribute 1o industry plans on behall of some
employess. These Plans operate on an accemulation basis ang provide femp sum benefits for members o resignation, retirement or death.

As at 30 June 2005, e net market value of the Gantas Superannuation Plan assets was astimated 1o be in excess of the vested henefiss
of the Plan,

The folowing defined benefit superannuation plans are spensored by the Qantas Groun:

Gantas Group 20605

Prasent
vatue of
acerued Net
benefis market Employer
as at the vatue of contributions Yested
most recent Plan assets ta Plan for benefits
actuarial as at year ended as at
valuation 30 june 20047 Excess 30 June 20047 30 June 20048
Plan b3% ShA bY% L% $iv
Qartas Superarnuation Plan “38636.5 04,2081 568.6 .. 2301 40490
Aqstratian Aiflines Flight Engineers’ Superarnuation Plan® 18 175 9.7 - 1.3
Totz: 36443 42226 5783 2300 4,047.3

gk audited Bnandal statemments of the Bans, Tho ot market value of the Plan assets does not represent the actsanal value

io e s for .rf e valia of the P 1558115,

5 Qupc’{dn"jai'ion Plaryweas a5 at 30 une 2002, The most rec
O Jun 2004 Accordingly, comiparison of accrued Denefid

g 20 appropriate due to tha ditferant dates.

sl fecent aciuarial \<2| sation was sndoltaken 25 2t 30 lioe 2003

ancial statemenis praparad
June 2002 o the net miarkat vaiue of

‘,r the ( JII] < Qupwm
Flan assats as at 30 June
5 o

Qantas Group 2004

Present
vakue of
acerued Net
benefits market Emplayer
as at the vatue of Contribitions Yested
most recent Plan assets tai Plan for benetfits
actuarial as at Excess/ year ended as at
valuation 30 June 2003 {deficit) 30 June 20031 30 June 2003
Plan b3 ShA i LY $iv
Qantas Superannuation Plan? 36365 361240 24 5) 2300 35120
Aqstratian Aifdlines Flight Engineers’ Superarnuation Plan® 78 167 85 - 78
Totat 32,6443 36287 {156} 2300 35198

1

SELeR]

ok

af recent &
ANTES SUDeLEND
ts a5 at 30 ! zuu.i % |.1£\|Jrc£Jr|.J e g o 1I e di ?‘hsrom dfatis.
sl rgcent actuasial walvation was sndertaken 05 at 30 Line 2003

i A0 i 5 repared Dy
5030 u‘u‘ e ra{mrem @5 ai 30 hine 20 u ol rraret value ot

3 Tha

Vested henefits are benefis that are not conditional cpon continued membership of the Plans and incluge berefits which members were
entitied 10 receive had they terminated their membershis of the Plans as gl balance date.

The Tirectors, based on the advice of the Trustees of the Plans, are not aware of any changes in drourmnstances since the date of the most
recent financial staternents of the Plans that would have a material irmpact on the overall financial position of the Blans, unless otherwise
discloserd.
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Qantas Group
Ownership Interest

Country
of 2005 2004
Notes ABMNIACH Incarporation % %
738 Leasing ¥ Py Limited 33 059 119 641 Austrakia 7100 100
738 Leasing 2 Pry Limited 71089 115 801 Australia .:'-__":_100 100
AaL Aviation Lirmited i 83 008 642 886 Australia =00 . 100
Star Mandling Services Pty Lim:tad 1 32 010 434 296 Australia 2100 W
Austratian Airlines Express Courier Pty Limitedd K 10 435 202 Australia L A00 - il
ARANS Superannuation Piy Limited 2 064 235 892 Australia ' W
AAFE Superannuation Pty Limited 064 186 214 Australia W
TAL Sugerannuation Pty Lid. GB5 36 461 Australia W
Austratian Regional Airlines Piy. Lid. i 25 006 783 633 Australia W
Austratisn Wetleasing Cperations Ply Limited 3 15 094 477 077 Australia 4]
Sunstate Adrdines (Qid) Poy. Limited i 82 009 734 703 Australia W
Southern Australia Arlines Pty Lid K 38 006 604 217 Australia il
Adrlink Pty Limitad i 7010 812 316 Australia 100
Agstratian Regional Aidines (Qld) Pry. Lid. i 010 7G5 347 Australia W
Ajr Queersland Pry. Lo 005 655 5049 Australa W
Eastern Australia Amriines Pty Lirmited 1 77001 599t Australia 1090
AT 000 195 468 Ply Limited i 000 199 468 Australia 100
frapulse Airlines Hoihings Proprietary Liritad K o7 090 560 524 Australia il
Irmpulse Airines Ausiralia Pty Lid K 17 080 379 285 Australia il
Jetstar Airways Pty Limited K 33 069 720 243 Australia il
rapulse Cormmuomcations Py Lirited 3 654 003 307 253 Australia 4]
First Brishane Airport Propristary Limited K 60 006 912 116 Australia il
Second Brishane Airport Proprietary Limited K 4% 006 912 072 Australia il
First Brishane Alrport Unit Trust mia il
Second Brishane Ajrport Unit Trust mia il
TAA Aviation Pry. Licl i 17 008 596 825 Australia 100
Mostarn Py, Limted 003 337 497 Australia 100
In Tours Awrline Unit Trust Mo i n/a Wo
Denraell Pry. Limited i 24 008 636 093 Australia W
Denraint Pry. Lirmited i 22008 636 084 Australia Wo
Denrnost Ply. Limited i 41 008 636 100 Australia W
Dencldg Py, Lirmited i &4 008 636 2682 Australia 100
Denpen Pty. Limited i 56 008 636 271 Australia W
Denget Pry. Lirmited i 60 008 636 244 Australia W
Denpost Pry. Lirmited i 58 008 536 235 Australia Wo
Denrac Pry. Lirnited i 56 308 636 226 Australia W
Densaie Pry, Lirsdted i 45 008 636 182 Australia W
Denseed Pry. Limited 1 35 008 636 155 Australia 100
Denshiore Py Limited K 37 GOR 636 146 Australia 00
Censip Py, Limiterd K 35 008 636 137 Australia il
Densournd Py Limzted i 33 008 636 128 Australia W0
onaworld Handling Services Pty Limited i 30 008 606 960 Australia 00
Engine No. & Pry. Ll 1 24 00E 606 D57 Australia 100
AN 00% 864 546 Pty Limited 004 864 D46 Australia 100
Ajrconnes Pty Limited i 23085003 01 Australia 00
Asia Pacific Distribution Limited i T0 003 6% 973 Australia 00
Austrafian Aidines Limnited i 85 090 625 304 Australia 00
8D Mo 1 Limited Cayman islands 100
Express Ground Manding Pty Limited 15 107 638 326 Australis 100
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Qantas Group
Ownership Interest

Country
of 2005 2004
Notes ABMNIACH Incarporation % %
letconnect Limited Newr Zealand 100 1090
Jantas fvestrments (NZ} Limited Newe Zealand -0 ..._"_"100 1090
Jetstar Asia Floldirgs Pty Lirmited 3 86 108 623 123 Australia ".100-._ W0
Kurrajong Limited Caymar slands S 100 100
Mitokal Pty. Lirnited 1 Q& 008 658 722 Australia e 100 - 100
QM Teurs L1d 1 81 007 262 433 Australia --_1_00-_' 100
Haticay Tours and Travel Ple Lid Singapore i 75
Jetabout Holidays Pte Lrd Singapose R £ 75
Tour East Singapore {1998) Fe Lid Singapore - -'_-75 : 75
Tour Fast (Mong Kong) Limited Hong Kong N 75
PT Towr East Incdonesia Indionesia 60
PT Pacto Holiday Tours Irddonesia 52.5
Holiday Tours and Travel Lid Taiwean 75
Holiday Tours and Travel Limitad HMong Kong 75
Holiday Tours and Travel {Ching) Limited Chira 75
Holiday Tours and Travel {Rorea) Limited Korea 56.25
O imternational Co, Lirited Japan il
Jetabout fapar: fne Japan il
Gt Tours (LK) Limited United Kingdom W
Gantas Holidays Limited i 24 003 830 459 Australia W
Garntas Viva! Molidays Umited 82 003 BS7 332 Australia 1090
Gl Cruises Pry. Lirnited. K 12 003 895 556 Australia il
Qanfad Pty Limited i G771 955 578 Australia W
Qardease Limitad i 78 064 157 B3¢ Australia W
Qantair L1 1 44 GO0 080 635 Australia W
Dartas Awling Systerss and Research Lirmnites K 28 05% 510G 562 Australia il
Dartas Cabirs Crews (UK Lirmiied United Kingdom 00
Qantas Defence Services Pty Limited i 53 08 673 4656 Australia W
GBS Ridhmond Poy Lid 58 092 691 140 Australia il
Qanrtas Fight Catering Holdirgs Limited i 34 003 836 440 Australia W
Giartas Flight Catering Limited i 35 003 530 685 Australia Wo
Caterair Airport Services Pty Limited i 51 008 646 302 Australia 00
Caterair Airport Services {Sydney) Pty Limited 4 37 062 648 140 Australia 51
Airport Infrastructure Finance Ply. Limited 14011 071 248 Australia W
Warida Holdings Pty Limited i 47 072 876 503 Australia W0

Cairns Wholesale Bakery and Patisserie

Pty Limited 1 28 072 876 487 Australiz W00
Qantas Information Technology Lid 3 S0 000 005 372 Austraiia 100
Qanrtas Limited i 73003 613 465 Australia W
Qantas Suoerarnuation Limited 47 0032 804 260 Australia il
OF 738 Leasing 5 Py Limited 75100 511 706 Australia Wo
GF 738 Leasing 6 Pty Lirmited 83 100 511 742 Australia W
OF 744 Leasing 1 Pry Limited 41 100 531 564 Australia 1o
GF 744 Leasing 2 Pty Limited 54100 511 637 Australia 100
OF 744 Leasing 3 Pry Limited T8 100 511 466 Australia 00
GF 744 Leasing 4 Py Limited 24 100 511 493 Australia 100
OF 744 Leasing 5 Py Limited T2 160 511 435 Australia 00
OF 744 Leasing © Pty Limited 16 100 511 457 Australia 100
OF A332 Leasing T Pty Lirmetad 11 100 517 8313 Australia 100
GF A332 Leasing 2 Pry Limited 13 100 511 886 Australa 00
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Qantas Group
Ownership Interest

Country
of 2005 2004
Notes ABMNIACH Incarporation % %
OF A332 Lteasing 3 Pty Limstad 86 100 510 503 Australia W
GF £332 Leasing 4 Pyy Limited 84 100 510 558 Australia Wo
OF A332 Lteasing 5 Pty Limitad 22100 515 674 Australia W
GF £332 Leasing 6 Pyy Limited 35 100 530 727 Australia Wo
OF A333 teasing T Pry Limited 49 100 510 790 Australia 00
GF £333 Leasing 2 Pty Limited 56 100 510 816 Australia 00
OF A333 teasing 3 Pty Limited 50 100 530 352 Australia 00
OF 4333 Leasing 4 Pty Limited 44 100 510 389 Australia 00
OF A38E Leasing T Pry Lirnated 62 100 510 843 Australia 00
OF AZBE Leasing 2 Py Limited 66 100 510 261 Australia 100
OF Dash & Leasing Py Limited 86 107 104 750 Australia 00
Srap Fresh Piy Limited i 55 002 536 475 Australia 00
Sputhern Cross insurances Pre Limited Singapore 00
Thai &1 Cargo Holdings Pty Limited 5 19112 083 584 Australa -

T Pirgis
[Ietdvtels

Fo0n 24 Ry
Fuly 200 p

s Qrder DEAE, these controlled antiios are relioved frorm tha Corporations Act reauiremants for pragaration, audit and
| Rerpirts,

U approved an apics
iy wias derggisioned.

g froen s company pursuant (o secion BOTAL of the Corporations Act o osolunianly deregister. On 31

3OAVEA Holdings Pry dimited changed it nams 0 Jedstar Asta Moldings Pry Limited on 2% Mowember 2004,
A Tha remaning S59% interest in this comgany was aoowired by the Qantas Groun on 32 Ocber 2004,

B Tean Adr Cargo Holdings Puy Lirded was incorponated on & Decarnber 2004

Pursuant to ASIC Class Grder 98/1418 {as amended), the wholy-owred subsidiaries identified in Mote 25 are relieved from the
Corporations Act reguirernerds for preparation, audit and lodgement of Financial Reports and Directors’ Reports.

ftis a condition of the Class Order that Qantas and each of the controiled entities in the Class Order enter into a Deed of Cross
Guarantee. The effect of the Deed is that Qantas guarantees to each weditor payrent in full of any debit in the eventl of winding-up of
ary of the controlied entities under cartain provisions of the Corporations Act. 1 a winding-up accurs under other provisions of the Act,
Qartas will oniy be Hable in the event that after six months any creditor bas not been paid in full. The controfied entities have aiso given
sirmilas guarantees in the evert that Gantas is wound-up.

The Deead was first enterad into by the controfled entities on 4 June 2001 and subseguently additional controled entities becarme party
1o the Deed by way of an Assumption Deed on 17 June 2002,

A consolidated Statermnent of Financial Performance and consciidated Staternent of Financial Position, comgprising Ganlas and controdled
entities wiiich are & party to the Deed, after eliminating al transactions hatween parties to the Deed for the year ended 30 lune 2005
are set aut below:

Consalidatad
2005 2004
S84 b3
STATEMENT OF FINANCIAL PERFORMANCE R
Profit from ordinary activities before related income tax experise S -1,082.2 - G485
Income tax expanse relating 1o ordinary activities {258.6} 31100
pat profit Clr43% 637.9
Retained profils at the beginning of the finandial year C1,728.2 1,305.8
Dividends recogrised during the year {352.8} {305.5)
Retained profits a1 the end of the financial vear .”2,?19.0 ' 17282
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Consolidatad
2005 2004
b

STATEMENT OF FINANCIAL POSITION
Current assetls

584

550,

Cash - 2804
Receivabies U7,863.20 24315
Met receivables under hedgefosmap contracts R LA 302
inventories - 3327 3751
Oher 1431 189 8
Total current assets 36791 3,278.9
Non-current assels e

Receivabies 10387 12858
Met receivables under hedgelowap contracts 5970
fnvestments accounted for using the eguity method : 3785
Oiher investraents S 21.0
Property, plant and eguipmant - 12,299.1 11,7683
intangible assets L 1377 1551
Deferred tax assets e -
Other 671 683
Total non-current assets ) 14,7961 14,5940
Total assets 18,4752 17,8729
Current Habifities ST

Payables 02,2783 2,291.2
interest-bearing lisbilities S-205.2 J07.2
Met payables under hedge/fswap contracts U428 250.8
Provisions 3939 3751
Current tax liabilities 839 272
Revenue recelved in advance C1.5339 1,492.1
Meferres lease henefits/income £4.4 448
Total current lishilities 4,682.1 5188 4
Non-current tiabilities o
interest-bearing lisbiities NP 02 3 I 54469
Met payables under hedge/fswap contracts 4500 : 1316
Prowisions S =3 K 3285
Deferred tax lishiites 9106 8066
Deferred fease benefits/income 140.4 1917
Total non-current labilities T r.444.8 6,905.7
Total fiabilities ) 12,1268 12,0941
Net assets “6,343.3 57788
Contributed equity LATRAL 38049
Reserves C 559 857
Retained profits 2,118.0 17282
Total equity 6,348.3 5.778.8
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Gantas Group

2005 2004
SM B
Share of nat profiv/ioss) accounted for using the equity mathod induded .
in the Staternents of Firancial Performance
- associgtes 81
— DNt weniues "e
197
fnvestments accounted for using the eguity method ncuded
in the Staterents of Finandial Position
- associgtes 897
- ioint vertures 269.8 2700
3437 330.7
{a) INVESTMENTS IN ASSOCIATES
Dretails of interests in associates are as follows:
Cwrership Amount of
Interast Investment
Qantas Group Qantas Qantas Group
Principal Balance 2005 2004 2005 2004 20065 2004
Name Agtivity Date Y % g Y% 1 $ht
Air Pacific Lirmited Air transport 31 Mar 463 463 463 463 L UBI5 450
Hallmark Aviation Services LF Passenger handing R D I .
SETVICES 3t Dec '--__'_49__.0 490 490 ) 23 27
Holiday Tours and Travel SO s
{Thailand} Limited Tours and travel 31 Dec . _'_'_35_._8 - 368 - 03
Holiday Tours and Travel
Wistnam foint Vertufe L
Company Toaurs ard travel 30Jun 5:3_6f8_ N - - -
Jetstar Asia Airways Ple e
Lirpited A Lransport 37 Mar 313_49.0 : 49 5% - a8
Jupiter Air Ocearia Limited  Freight services 31 Dec 3;5_'47.5 478 478 02
TET Limited Tours ard travel 31 Dec - 36.8 36.8 - H
Thai &ir Cargo Co., Lt Freight services 31 ec 48.0 - - -
Travel Saftware Solutions R Lo
Pty Lirnited Reservations systens 30 Jun 50.0 50.0 250 109 10.9
Total associates 738 a7

Dividends/distributions receivad from assodates for the year ended 30 lune 2005 by the Qantas Group amaurted to 2.6 million

(2004 4.7 million} and by Qantas 52.6 milion (2004 $2.9 million).
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Qantas Group

2005 2004
$M
RESULTS OF ASSOUIATES
Share of assodiales’ profit/iioss) from ordinary activities before related incorne tax axpense 1.7
Share of assodiates’ income tax expense relating 1o ordinary activities XY
Share of assoclates’ net profit/{loss) 81
SHARE OF POST-ACQUISITION RETAINED PROFITS AND RESERVES ATTRIBUTABLE YO ASSOCIATES
Retained profits
Share of assodiales’ retained profits at the beginaing of the financial year 213
Share of net profiv/iioss) of associates accounted for using the eguity method 2.1
Dividends/distzibutions from assodiates 4.1
Share of assoclates’ retained profits at the end of the Hnancial year 253
Asset revaluation reserve
Share of assodates’ asset revaluation reserve gl the begirning of the finandial year 2.9
Share of associates’ asset revaluation reserve at the end of the financial year 2.9 29
MOVEMENTS IN CARRYING AMGOURNT OF INVESTMENTS IN ASSOCIATES e
Carrying arnount of investrents in associates at the heginaing of the financial year 555
Investments in associates acouired dusing the finandal year 0.2
Share of net profivdioss) of associates 2.3
Dividends/distributions received from associates 4.1
Carrying amount of investments in associates at the end of the Hnancial year 697
SUMMARY FINANCIAL POSITION OF ASSOCIATES
The Ganias Group's share of aggregate assels and liabilities of associates i as follows:
Current #ssets . 870
Mon-current assets 917 £15.3
Totalassets 2126 2032
Current liabilities 798 66.6
Mon-curfent iabiities 6.4 703
Yot liabilites 1415 136.7
flat assets - 66.5
Adjustment arising from eguity accounting
Goodwii {net of amortisation) 32
Net assets — equity accounting adjusted 607
{b) INTERESTS IN JOINT VENTURES
Dratails of interests in joint vertures are as follows:
Gwrnership Amount of
Interast Investment
Qantas Group Qantas Qantas Group
Principat Balance 2005 2004 20405 2004 2045 2004
Name Activity Date %o Y4 %o Y4 St $h4
Austrabian air Exprass B B
Py Limited Air cargo 30 Jun 500 o - 185 178
Harvey Maiidays Pty Lid Tours avd travel 30 fun 50.0. 5000 500 16 07
Jet Turbine Services A . o S
Ply Limited Mairtenance services 30 lun 50.0 - 5000 L 5G.0 24
Star Track Express Moldings R
Pty Lirnitad Express road freight 20 Jun 50.0 50.0 50.0 50.0 240.7 2493

Total associates

2698 2700
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Qantas Group

2005 2004
s St
RESULTS OF JOINT VENTURES G
Ravenues from ordinary acthities 4781 3331
Lxpenses from ordinary activities {452.7} 31300
Profit from ordinary activities before income tax expense _-'_-';_25.4 ' 20.1
frcome Tax expense felating 1o ordinary activities {12.8} {B5)
Share of joint ventures net profit 12.6 1.6
SUMMARY FINANCIAL POSITION OF JOINT VENTURES T
The Gantas Group's share of aggregate assets and Habifities of joint ventures is as follows: L
Cufrent assers 780 759
Mon-cufrant assets 392.0 3019
Totatassets £10.0 4678
Cufrent Hizbiities T 638 625
Mon-cufrant fiabilities 136.9 135.8
Totalligbdives 200.7 1983
et assets 2695
Adijustrnent ansing from equity accounting:
Goodwill (net of amortisation) 0.5
Net assets — equity accounting adjusted 2659.8 2700
SHARE OF POST-ACGUISITION RETAINED PROFMTS ATTRIBUTABLE TO JOINT VENTURES o
Retained profits
Share of joint ventures’ retaired profits af the beginning of the &nancial year 51
Share of nat profiv of joint ventures accounted for using the equity method ita
Drawings fror joint ventures {78
Share of joint ventures’ retained profits{accumulated losses) at the end of the finandal year 89
MOVEMENTS IN CARRYING AMOURNT OF INVESTMENTS I JOINT VENTURES
Carrying amount of investraents in joint vertures at the heginning of the financial year 12.8
frvestments in joint ventures acguired dusing the finandiad year 2534
Share of nat profit of joint ventures i1a
Drawings fror joint ventures {78
Carrying amount of investments in joint ventures at the end of the financial year 205.8 270.0

101



Spirit of Austraiia

~Notes to the Financlal Statements~
for the year ended 30 lune 2005

LAk

A finarcial instrument & any contract that gives rise 1o both a #nancial asset of one entity and 2 finandal Hability or eguity instrument of
arother entity. The Qantas Group is subjact 1o interest rate, foreign currency, fuel price and cradit risks. The Qantas Group manages thase
risk exposures using vasious financial instrurments, using a set of policies approved by the Board of Girectors. Qantas Group policy is not to
enger, issue or hold derivative finandal instrumenis for speculative rading purposes,

{a} INTEREST RATE RISK

The Ganias Grogp manages interast rate sk by reference to & duration target, being & measure of the sensitivity of the borrowing
portfolio to changes in interest rates. The relative mix of fixed and floating nterest rate funding s managed by using interast rate swaps,
forward rate agreermerts and opticns. Interest paymenls and receipts under interest rate swaps are recogrised on an accruais basis in
The Staternerts of Firandial Performance. Premiums paid on interest rate options are amartised over the period of the hedge. The Qartas
Group's exposure to interest rate risk and the effective weighled average interest sate for dasses of finandial assets and liabilities are sat
out below:

Fixed Rate Maturing in:

Weighted
Average Less More Mon-
Interest  Fioating than 1405 than  Interest-
Rate Rate 1 Year Years 5 Years Bearing Total

2005 Notes {%:3} S b3 i $h M $M

RECOGHNISED FINANCIAL ASSETS S

Casti 7550

Trade debtors 8

Short-term money rmarket securities and T
term deposits 8 . A705.8

Ajrcralt security deposits 8 T

Sundsy debiors &

Loans receivable 8

Met receivables under hedgefosap
cortracts?

Other investraents 10

Convertibie loan notes 1w

RECOGHNISED FINANCIAL LIABILITIES

Trade creditors 14

Other creditors and acoruals 14

Bari loars — secured 15

Bank loans — ursecufed 15

Other loars — unsecired 15 ] _ _

Finance fease and hire purchase liabilities R ] ' 9 7 3091

3,504.9 104.4 1,201 7333 1,8045
e e :

Met financial assetsflabilities)

UNRECOGNISED FINANCIAL
LIABILITIES
imterest rate swaps?

ying firancial asset
ad gaing on hedgas

sotive inlerest raie of 1f
ount Gt da

1 Motions I
af Hability, Ercludes
ot net o

FOMotionat peEndipal amounts.

e b

o
TR 1S

reahised amoants on e
st 4 service long-ter
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Fixed Rate Maturing in:

Weighted
Average Less More Mon-
Interest  Fioating than 1105 than  Interest-
Rate Rate 1 Year Years 5 Years Bearing Total
2004 Noles {% pa) $M M M $M M $B4
RECOGHNISED FINANCIAL ASSETS
Cashi 7 506 3359 - - - - 3359
Trade debtors 2 - - - - - 10103 1.010.3
Shori-term money raarket securities B 550 - 10294 - - - 10294
and term deposiis
Ajrcraft security deposits 8 482 5.0 05 588 14.3 33 134.9
Sundry debiors 2 - - - - - 1627 027
Loans receivable B 7485 - - 154 128.2 - 143.6
Met receivables under hedgefosap - 373.9 i51.13 FARE 5037 - 8575
coniracist
Dher irvestrents 10 - - - - - 20.4 204
Convertibie loan notes 10 - - - - - BGY 897
7678 9788 1452 646.2 1,226.4 3,764 .4
RECOGHNISED FINANCIAL LIABILITIES
Trade creditors 14 - - - - - 1,697 8 1,697.8
Oher creditors and accrugls 14 - - - - - 2181 2181
Bank loars — secured 15 283 18552 o548 3028 5240 - 27549
Bank loars — unsecured 14 517 186.8 316 - - - 447 4
Oiher loans — ursecured 15 697 456 8 25040 090 - - 17158
Finance fease and hire purchase liabi 15 697 4259 s 4019 963 - 4356
34247 5380 12207 6203 19159 78196
et financial assetsAliabikties) {2,656.9} 3408 (1,075.5} 2549 BBOS) (40552
UNRECOGNISED FINANCIAL
LIABIITIES
Irterest rate swaps® 22446 (24709 {38 &2} 512 - -

1 Mgtions ial arnounts. Interest receivallednayable
or fohiFty. Excludes snrealised amosnts on revenue badk
ot net revenue desigoated 1o serdce ong-term debi s $14.7

# Metionat principal amounts,

{b) FOREIGN EXCHANGE RISK

Cross-currency swaps are used to convertl iong-terrn foreign currency borrowings 1o currendes in which the Qantas Group has forecast
sutficient surpiug net revense o meet the principal and interest obligations undes the swaps, These foreigr currency borrowings have a
raaturity of between one and 12 years, Where this has occurred, back-to-back forward foreign exchange contracts have been used to
hadge the cash flows arising under the borrowings with the expected reverue suipluses used o hedge the borrowings. To the extant

a gain or loss s incufrad, this is deferred until the net revenue is realised. Forward foreign exchange contracis and currency options are
used o hedge a portion of remaining net foreign Carrency revenue of expenditure in accordance with Qantas Group policy. Net foreign
currerncy revenge and axpenditure oul 1o Tive vears may be hedged within specific pararmeaters, with any hedging outside these parametess
requuiring approval by the Board of Directors. Purchases and sales of property, plant ard eguipment denorminated in a forsign currency are
hadged using a combiration of forward foreign exchange contracts and currency options af the date & firm commitment is entered into o
huy or sell unless otherwise approved vy the Board of Directors.

Fias Been indiuded in e o
: Teps. A af 30

{c) FUEL PRICE RISK

The Gantas Group uses oplions and swaps on aviation fuel and oude oil o hedge the exposure to movemeants in the price of aviation
fuel. Hedging is conducted in accordance with Qantas Groug policy. Up fo 100 per cent of estimated fuel costs out 1o 12 months ray be
hadged and up 1o 50 per cent i the subsequent 12 months, with ary hedging outside these parameters requiring approval by the Board
of Directors. During the year, the net gain from fuel hadging was 54035 milkon (2004 $118.0 mifion).
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{d} DEFERRED GAINS/LOSSES ON HEDGES OF ANTICIPATED FUTURE TRANSACTIONS
Ay unrealised gains/losses on coniracts entered into 1o hedge anticipated specific sales and purchases of goods and services, together
with the cost of the contracts, are recogrised in the Financial Statements at the time the underiying transaction cocufs.

Ag at 30 fune 2005, the amount of deferred or urrecognised gains on hedges of net revenue designated o service long-lerm: debil is
$228.4 million (2004 §319.2 milkon lossh. As at 30 fure 2005, the amount of deferred gains on other hedges toiallad $318.5 mitlion
(2004 $168.5 miflion}.

{e} CREDIT RiSK

Craclit risk is the notentist loss fror a ransaction in the avent of defaclt by the counterparty during the term of the trarsaction of on

settiernient of the transaction. Cradit exposure is measured as the cost 10 replace existing transactions should a counterparty default.

The Qantas Group conducts transactions with the following major types of counterpartiss:

% trade recelvsble counterparties — the credit risk is the recognised amount, ret of any provision for doubtful debts, As at 30 June
2005, this amounted to 31,0279 milien (2004: $1,010.3 million}. The Gantas Group has credit risk assodiated with fravel agents,
ingustry settlement organisations and credi provided 1o direct custormers, The Gantas Group minimises this credit risk through the
aoplication of stringent wredit policies and accraditation of travel agents theough industry programs; and

5 other firanciai asset counterparties — the Qardas Group restricts its dealings to counterparties that have acceptable credit ratings.
Shiouid the rating of a counterparty fail below certain fevels, internal policy dictates that approval by the Board of Directors is
reguired 1o maintain the fevel of the counterparty axposure.

The Gantas Group minirmises the concantration of credit risk by ungertaking transactions with a farge number of customers and

counierpartios in vanous countries. As at 30 june 2005, the credit risk of the Gartas Group to other finandal asset courterparties

arnounted to 34,8677 millior: {2004 54,254 .2 million) and was spraad over & number of regions, including Australia, Asia, Europe
argd the Urnited Stazes

{f} NET FAIR VALUE

RECOGNISED FINANCIAL INSTRUMENTS

The ret fair vaiue of cash, cash equivaients and non-interest-bearing finandiat assets and Habifities approximates their carrying value due 1o
Their short matuiity, The net fair value of cther financial assets and liabilities is determined Dy waluing them at the present value of future
cortracted cash fiows. Cash flows are discountad caing standard valuation technigues at the appicabie market yield, having regard to the
ltirning of the cast fows.

The corvertibie lnan rotes issued by Air New Zealand Umited are corvertible to & 4.99 per cent equity stake. The net fair value of the
corwvartible loan notes has been deterrained by reference 1o the prevaiiing rmarket price of Air New Zealand Lirmited shares at balance dale.
UNRECOGNISED FINANCIAL INSTRUMENTS

The ret fair vaive of forward foreign exchange arg fuel contracts is determined as the unrealised gain/loss at balance date by reference
To market exchange rates and fuel prices. The ret fair value of inferest rale swaps is determined as the present value of Tulure contracted
cash flowes. Cash flows are discourded using standard valuation techinigques at the applicabie market viels, having regard to the tming of
The cash fiows. The net fair value of options is determined using standard valuation technigues.
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Gantas Group Qantas Group
Carrying Amount Met Fair Value
2005 2004 2005 2004

M 1 it $M

RECOGNISED FINANCIAL INSTRUMENTS
Financial assets S
Cash 1980 3359

_ 335.9
Trade debtors 10208 1.016.3 10103
Short-term money market securities and tarm deposits - ' 1.029.4 1.034%
Ajrcralt security deposits 1349 T41.0
Sundry cebiors 102.7 1027
Loars receivable 438 - . 143.6
Met receivables under hedgefosap contracts 8075 . 692.2 9379
Other investraents 204 .8 - 204
Convertibie loan notest 897 59.3 808
37644 4100.2 3,806.7
Financial liabilities e L
Trade craditors ;'_"_'1,687.8 . 16978 N 1,897.8
Oher creditors and accruals S 067 - 2181 2067 - 2183
Bank loars — secured S 2,7255 . 27549 L2,798.5 28238
Bank loans — unsecured L6300 4974 .. B44AT - 5077
Other loans — unseciired I A TA R 17158 - 4,273.0 1.803.1
Finance fease and hire purchase liabilities 1,023.0 5356 1,0523.5 G474
74442 78196 1.634.2 79929
Net financial liabilities 3,348 40552 3,534 4186.2
UNRECOGNISED FINANCIAL INSTRUMENTS - o el
Finandal liabilities
Forward commodity conlracts BG4
Opticn cortracts 248
imterast rate swaps 258
.............. pr—

1 Drantas hotds 220,063,477 oan nodos in Alr Mew Foslord Limited (Alr N2, w
Based on e walue of Air N2 o sh at 3oy 2005 a5 traded ¢
il Thie 2o 2 notes ane v (antas ERAMI0SES 1 TE il

fiis t both pastios. As such, the carying valzo of the conernt

shiares iy Aur N

e 00T
s f
yan nodas 1S considerad res

wnder certain cirgamstanes.
3le foas note [
Fr e MZ,

zrialile.

Cantas Group Qantas
2005 2004 2005 2004

$1 $M $# $M
Ernployee benefit Fabilities o SRR
Provisions for employee benetits e L
— Current irefar Note 16} L3669 3469 - U316 304.2

~ Non-current frefer Note 16 267.9 w77 744.3 235 4
Total 634.8 6046 560.4 5396
Average FTES (nusmbes) 35,520 33,862 27,58% 27,218
SUPERANNUATION

Employees of the Gantas Group ave entitled to benslits on retiremnent, disabifity or death from various superanneation plans. Further
details are induded in Note 27,
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Dividends recogrised in the current year by Qantas are:

Franked Tax

Rate far
Cents Total Frapking  Percentage
per Amaunt Cradit Franked
Type Shara b3 Bate of Payment % Y
2605 _
friterirm — ordinary X A 6 April 2005 30 100G
2004 fing! ordinary dividend recogrised T T . i
when declared dusing the vear 9.0 166.1 29 Sentember 2004 30 10G
fote? amount 190 352.9
2004
friterire — ordinary 8.0 145.8 T Aprii 2004 30 100
2003 fnal ordinary dividend recognised
wien declared during the year 5.0 1597 1 Cetober 2003 30 100
Total amount 17.0 3055
SUBSEQUENT EVENTS
Since the end of the financial year ended
30 June 2005, the Direciors have
deciared the following dividend: _
Final - ordinary 10.0 189.8 28 September 2005 30 100
Cantas Group Qantas
2005 2004 2005 2004
Dividend franking armourt SM Sht sad 8
Yotal frarking account balance at 30 per cent 80.2 493 80.2 1446

The above arnount represents the balance of the franking accounts as at vear end, after taking into account adjustrments for:
% franking credits that will arise from the payment of incarne tax payable for the current financial year,

% Franking credits that will arise from the receipt of divigenids recogrised as receivables at the year end; and

% franking credits that may be preverited from being distributed in subseguent years,

The ahitity to utiise the franking credits is dependent upon there Being sufficient available profits out of which a dividend may

he declared,

TAX CONSOLIDATION LEGISLATION

On 1 Juby 2003, Gantas and its wholly-ownad controfied entities adopted the Tax Corsofidation legisiation which reguises & tax-
ronsoiicated group o keep a single franking account. The amount of franking credits available fo sharebolders of the parent entity
{being the head entity in the tax-consolidated grount disclosed at 30 fure 2004 and 30 fure 2005 have been measured under the new
tegistation as those avaitable from the tax-consolidated group.

—_—
[y

The segmertation of the Qantas Group inte fHhree separgte business types (Flying Businesses, Flving Services and Associated Businesses)
supported by a corporate centre is progressively being implemented o deliver & broad range of benefits 1o the husiness.

Financial reporting system changes to trandgtion Qantas to a segmented model are currently under developrment. Bisclosure of segrment
information is therefore provided as follows:

% Qantas, Australian Airlines, Qantaslink and Jetstar as the Gantas Group's Fiying Businesses, which are supported by Enginesring
Technical Cperations and Mainternance Services, Airports and Qartas Freight

% Qantas Hedidays, which comprises the Qantas Molidays segment which forms part of the Associated Businesses porifolio; and

% Latering, which reflects the wholly-owned catering entities within the Airports and Catering segrment which forms part of the Flying
Services Businesses.
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Passenger, freight and other services revenue from domestic senvices within Australia is attributed 1o the Australian geographic region.
Passenger, freight and other services revenue from inbound and outhound services between Australia and overseas is allocated
aroporiionately 1o the ares inwhich the sale was made. Other operating fevenye 5 not allocated 1o a geographic region as it is
irmpractical to do 5o
Qantas Group
2005 2004

L1 M

AMALYSIS OF TOTAL REVENUE BY GEOGRAPHIC REGION
Sales and operating revenue
Passenger, freight and other sarvices revenue PR
fustraiia 17,2534 66965
826 8397
453.4 . 4769
LU 3T 347.3
LB86.6 820.3

Urited Kingdorn ared Curope
fapan
South-Fast Asia/North-Fast Asia

The Armericas and the Padfic L
Mew Zealand 3803 368.4
Other regions 340.3 22186

10,6225 97157
Oher pperating revente

Tours andg travel revence _"?(}}‘,_8 7111

Contract wirk revenge _-'_484.9 B 5026
Other unallocatad revenue 828.6 424.3
Sales and operating revenue .”?2,548‘8 11,3537

Revenue from cutside operating activities

interest revenus 1252
Proceeds from sale of property, plant ard eguipment 501
Proceeds from sale and leaseback of non-current assets (AW
Total revenae from outside operating activities 3477
Total revenae from ordinary activities 13,095.2 11,7014

For the vear endad 30 fure 2005, the principal assets of the Gantas Group comprisad the aircraft fleey, ai, except nine, of which were
registered and dorniciled in Austraiia. These assets are used Tlaxibly across the Gantas Group's worldwide route network. Accordingly,
There is no suitable basis for gliocating such assets and the related Eabilities between geographic areas.

Cents

Basic earnirgs per share hased on nat profit atiributable to members of Gantas : ‘ 357

Diuted earnings per share based on net profit stlributable to members of Qantas 43.7 355
The calcutation of earnings per share is based upon the weighted average number of shares cutstanding during the year,

Number Numibar

] M

Weighted average number of ordinary shares used in the calcuiation of basic earmings per share S1,869.2 1.815.4

Weighted average number of ordinary shares used in the calculation of diluted eamings per share! 1,878.4 1.826.6

1 Incluges the eMoct of 276 million (2004 3307 million) Enizlemionis searded under SLTER which have a ditutive eamings por share inipact of 92 milion
2004 1.2 mution: ordinary shares,
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e
ST
A Gore

With the axception of the dedarstion of a final ordinary dividend subsequent to balance date (refer Note 331 and the increase in fuel
rosts referred to on page 12, there has not ardsan in tha intarval between the end of the financial year and the date of this Financial
Regort, any item, transaction or event of a material and cnusual nature likely, in the opinion of the Birectors, to significantly affecy the
operations of the Qantas Groun, the resuits of those operations or the state of affairs of the Qartas Groug, in this financial year or in

future financial years,

P
Gantas Group Qantas
2005 20604 2005 20604
S 1 3
RECONCILIATION OF CASH -
Cash as &t the end of the financial vear as shown in the Statements of Cash
Flowes is recondiled to the related itemns in the Staterments of Financial Position
as follows:
Cash on hand and at bank 108 300
Cash: at call : . 2251 2247
Short-term money market securities and term deposits 1,735.8 1,029 4 1,029 4
1,903.8 1,365.3 12841
RECONCILIATION OF PROFIT FROM ORDINARY ACTIVITIES AFTER INCOME -0~
TAX EXPENSE YO NET CASH PROVIDED BY OPERATING ACTIVITIES
Met profit after tax attribuiable fo mambers of Gantas 648.4 6760
Add denrecation and amortisason 10056 8710
Add/less): lossfiprofity on sate of aircraft, engines and spares 4.0 3.0
Add/lless): loss/iprofit) on sale of land and buiidings {343 (3.3
Acdfitess)r lossfiprofith on sale of property, plant and eguiprment (0.1 0.8
Less: capitaiisad interest {45 7% {492}
Add: writedown off{reversal of provision against) investmeriis - {1307}
Less: snare of associates’ and joint veritures’ net grofit {1973
Add: dividends recaived frorm assodiatas and joint venlures 11.9 -
Add write-off of intercompany ioan - 5.2
Addfitessy: other itemns {35.6) (122}
Movernents in operating assets and liabilities:
{Increaselfdecrease in receivables {17393 (1871.31
Decrease in inveniorias 985 956
{Increaselfdecrease in other assets (17.8) (106 8}
Incresse/{decresse) in provisons (75.8} {6558}
Ircresse in current tax liahilities 34.8 584
Decrease in deferred tax assels 438 46
Incresse in deferred tax dabifities 2035 989
Increase/(decrease) in trade and other payables 584 21
Increase/(decresse) in net intercornpany payables - 163.2
Increase in revenue receivad in advance 2349 2918
Decrease in deferred lease benefitg BET 610}
fet cash provided by operating activities 14,8500 1,590 4 4,711.0 18729
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Gantas Group Qantas
2005 2604 2005 2004

S M $M

ENTITIES ACQUIRED DURING THE YEAR L
Consideration
Cash acouired

Fair value of net assets of entity acquired
Property, plant and eguipment
Deferred tax assers

Cash

friventores

Raceivabies

Other assels

Loans frorm related parties
Payahbles

Current tax lability

Provision for restructursing

Oher provisions

Goodwill on acguisition

Consideration cash

Caterais Airport Services Pty. Limited acquired the remairing 49 per cent of Caterair Airport Services (Sydney) Pty Urnited on 22 Gotober
2004 for & purchase price of $14 5 milion. As a result of this acguisition, additienal goodwill on acquisition of $6.8 milion has been
recagriser by the Gantas Group.

110



Gantas Annual Report 2005

~Notes to the Financial Statements~
for the year ended 30 fune 2005

FINANCING FACILITIES

The total arnount of committed financing fa

Hittes availaizle to the Gantas Group as at balance date are detailed Delow:

Qantas Group Qantas
200% 2004 20065 2004

$M $ M M
COMBITTED FINANCING FACILITIES o o o
Bank overdraft

Faciiity available _ 0 FAUNE _ 70

Aracunl of facilivy used - - - _

Armount of facility uavsed 1.0 7o 7.4 PO
Syndicated revohing faciity’ ST SERTR R

Faciiity available Ce 7700 7ER2 e TR 769.2

Arnount of fadility used - - - -

Araount of facility unused 7i0.8 7692 7H0.0 7692
Syndicated stand-by faciisy RS

Faciiity available _ FLUCRU 0 70040

Arnount of fadility used - - - -

Amount of facility uavsed 500.0 7000  500.0 700.0
Securad borowings T T

Faciiity available _ 2314 N 231.4

Araount of fadlity used - - - -

fenount of facility uaused - 2314 - 2314
Comrercial paper and medium term notes e S :'_ AT

Faciiity available 10000 100040 71,0000 - 1.000.0

Araount of fadlity used 120.8 1600 120.0 1600

Amount of facility unused 8800 2400  880.0 840.0

1 I Dciaber 2004, tha syndicated revolving facitity was refisancad into fwo ranches and extended, with 137 milion smatusng on S Gotober 2008 and
ST o B Apnt 2010,

Fon Dtober 2004, the synd

wen tanches and extended, with $300 million matiing on B Octobher 2007 a0

The bark overdratt facii

y hield with Commomaeaith Bank of Ausyy
cortrofled entities. Subiect to the continuance of satisfactory credit ratings, the bank overdraft faclity may be utilised at any time,
Commonwealth Bark of Austratia may terminate this fadifity without notice.

fia rovers the combined balances of Qartas and its wholy-owned
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CONTROLLED ENTITEES

Details of interests in controfied entities are set out in Mote 28, Transactions between Qantas and controlled entities are conducied on
normal business terms and conditions. In addition, the Gantas Group Fas pooled funding arrangarments with its major domestic banker
arwi as such reciprocal horrowings occur regulariy between Gantas and s controled entities.

Trarsactions batween Jantas and related parties in the wholly-owned group include:

% Qantas provides a range of agministrative and lreasury services to controlled entities;

n antas feases aircrafl 10 and provides maintenance services 1o Australian Airlnes;

% Gantas provides ground handling services to Australian Airlines, Jetstar and Gantasbink;
% Australian Alrlnes, Jetstar and Gantaslink provide freight capacily 1o Qantas;

% Cantas Flight Catering Holdings and controlled entities and Snap Fresh provide aitine catering and related services to Qantas,
Australian Airknes and Qantash

% Cantas codeshares on certain Jetstar services for inbound intermational passengers and Qartas Frequent Flyers for whick it pays
capadcity hire costs;

. OM Tours and controlled entities and Qantas act as an agent for each other’s products;

5 southern Cross Insurances provides msurance seyvices to Gantas;

5 AAL Aviation and its contrailed entities assist in the hiring of aircraft capadity;

% Gamas Cabin Crew (UKD provides cabin crew 1o Gantlas;

% letconrect provides flights and cabin crew to Qantas;

5 (Gantas leases aircratt from controlled entities;

% Qantas leases property 10 and from conlrolied entities; and

5 (antas leases avoralt 1o Jetstar

Trarsactions and batances with partly and wholhv-owned controfled entities are incuded in the Financiat Staterments as foliows:

Qantas
2005 2004
Si it
Sates and operatng revenue {refer Note 2) '.._"2_33_.{) . 1773

Cividend revenue (refer Note 23 156.3
fmterest revenue {refer Note 2) 1.3
Borrowing costs paid/payaile frefer Note 3} 729
Current receivables refer Note 83 1575
Mon-current receivables {refer Note 8} 1,690
Current payables {refer Note 14} 1673
Mon-current interest-bearing lisbifities (refer Note 15} 137.3 5928
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ASSQCIATES AND JOINT VENTURES
Dratails of interests in associates and joint ventures are provided in Note 20, Transactions with associates and joint ventures are conductled
or nermal terms and conditions,

Trarsactions betwesn Gantas and assocates and ioint ventuies include;

% Qantas providas ground handling services and performs maintenance and contract work for Air Paciic;
% Qantas provides ramp harding services to Australian ais Express;

% Cantas leases aff domestic freight capacity and sub-leases certain property to Australian air Express,

% Oantas codeshares on certain Air Pacific services Tor which it pays capacity hire costs;

% Australian sir Express and the Star Track Express Group provide certain domestic freight and docurnent delivery services for Qantas,
% Janias receives interast from the Star Track Express Group on an invesirent loan;

% (antas provides treasufy servicas 1o Alr Pacific and Jetstar Asia,

5 Olantas has sub-ieased aircraft o fetstar Asia;

% Qantas has seconded erployess and provided various support services to letstar Asia; and

% Qantas receives engine maintenance services from let Turbine Services,

Trarsactions and halances with assodates and joint venlures are included in the Financial Statements as follows:

Qantas Group Gantas
2005 2404 2004
S b $A
Sales and operating revenue {refer Note 2) B ;92.7.___. 801 876
Cividend revenue (refer Note 23 ' - 2.9
fnterest revenue {refer Note 2) 51 5.3
Expenditure 2.1 2%
Current receivables refer Note 83 1.8 11.7
Mon-current receivables {refer Note 8} 1282 1282
Current payablas {refer Note 14} 256 256
Current interest-bearing Eabilitias {frefer Note 15) 14.2 4.2

OTHER RELATED PARTIES

BRITISH AIRWAYS PLC

fn harch 1993, British Ainaays Pic (British Alrways) acquired 25 per cent of the shares in Gantas from: the Austradian Governrert,
On 9 Septermnber 2004, British Alrways disposed of its then entire 18 25 per cent sharehoiding in Qartas and accordingly, Br
it nolonger a related party of Qartas,

5 AIrwEys

Qaritas and British Alrways continued 1o operale the loint Services Agreement. They also continued their membership of the ongworid
aliance during the fnancial year.

Trarsactions and halances with British Alrways are inciuded in the Financal Statements as follows:

$M $M
Sates and operating revenue {refer Note 2) 253 16.8
97.2 918
Currenl receivabtes (refer Note 8} ; - 582 h8.2
Current payables {refer Note 14) - 905 - 495

nis under e

*nclsdes senthe

SO S Ty
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For reporting periods beginning on or after 1 January 2005, the Gantas Group must comply with Australian ecuivalents o International
Financial Reporting Standards (A-IFRS}Y as issuad by the Australian Accounting Standards Board.

MANAGING THE TRANSITION TO A-IFRS

The Board has estabiished & Project Groug, reporting to the Chief Finarcial Officer, 1o assess the impact of the wansition w0 A-IFRS and 1o
ackeeve compliance with A-IFRS reporting for the finandst year commendirg 1 laly 2005

The project is achieving its scheduled milestones and the Qartas Group is expected 1o be in 8 position 1o fully comply with the
recuiirements of A-IFRS for the 31 December 2005 half-vear.

ASSESSMENT PHASE

The A-FRS Project Group has completed the Assassment Phase. In completing the Assessment phase, a figh leval overview of the impacts
of A-IFRS reporting on existing accounting and reporting policies, procedures, systems, processes, business structures and siaffl has been
urgertaker.

DESIGN PHASE

The Design Phase formulatad the changes required 1o existing accounling polices, procedures, systems and processas in order 1o
transition 1o A-FRS.

The Design Plase incorporated the:

% formulation of revised accounting pofices and procedures for compliance with A-IFRS reguirernents;

% guantification of significant A-FRS adjustments;

5 development of revised A-IFRS disciosures; and

% formulation of accounting and business processas o support A-IFRS reporting obfigations,

The Design Phase is substantially complete.

IMPLEMENTATION PHASE

The Implementation Phase includes implementation of identified changes to accounting and busiress procedures, processes, systems and
operationat training. This Phase is substantially comalete as &t 29 August 200%,

MATERIAL ACCOUNTING POLICY CHANGES REQUIRED ON ADOPTION OF A-IFRS

The impact of the transition to A-IFRS is based on A-IFRS standards thay management expect i be in place for the 2006 financial year,
Winite this node outlines the fransitional adjustments and the selection and application of A-IFRS accounting policies, only a complete sat
of financial staterents and notes can provide a true and fair presentation of the comparative finandal position in accordance with A-IFRS.
This note provides oniy & summary. Further disclosuse and explanations wilt e provided with the fisst complete A-FRS financial report in
2006,

There is a significant amount of judgement irvolved in the preparation of the reconciéiations from current Austratiar: Gereraliy Accepted
Accounting Principles (A-GAAPY 1 A-IFRS. Conseguenitly, the Tinal reconcifiations presentad in the Tirst financial report prepared in
accordance with A-IFRS may vary from the recondlistions provided ir this Note,

The rudes for first time adoption of A-IFRS are set outin AASE T - First Time Adoption of Australian Equivalents 1o International Financial
Reporting Stardards. fn general, A-IFRS accouniing policies must be applied retrospectively to determine the openirg A-FFRS Statermert
of Fnancial Position as &t the transition date, being 1 July 2004, The Standard allows a number of exemptions 1o this general principie to
assist in the trangition 1o reportng under A-IFRS.
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Thie foliowing tables set out the expected adiustments Lo the Gantas Group as at 1 July 2004 and for the A-IFRS comparative period o
30 june 2005

A-IFRS adjustments impacting
30 June 2005

Profit Tax Met  Dividends

Qantas Group 1 July 2004 pefore tax expense profit & other 30 June 2005
Retainad Profits Referance it LY LY LY M 0
Retained Profits Reported
Under A-GAAP 1,776.3 1,027.2 {262.8} 764.4 {347.6) 2,1931
Addftess) A-FRS Adjustments

AASE 118 - Revenue fay {669.0) (142.3} 42.7 (99.6) - {(768.5)

AASE 115 - Employee Berefts ) {53.5} 572 {17.2} 40.0 - {13.5)

AASE 117 — Leases i) {(51.6} {16.8) 5.0 {11.8) - {63.4)

AASE 116 — Property, Blant i) 14.9 {0.4) 0.1 (0.3) - 146

& Equipment
AASE 112 - Income Taxes {@) {46.7} - 1.8 1.8 - {44.8)
Met Other Transition Adjustments {f} (0.7} 33.3 1.1 34.4 - 33.7
{806.6) (69.0) 33.6 {35.4) - (842.0)
Retained Profits Reported
Under A-IFRS 29697 958.2 {229.2% 72580 {347.6) 14,3511
1 huly 2004 30 Hune 2005

Qantas Group A-GAAP  Transition A-IFRS A-GAAP  Transition A-ERS
Statament of Financial Position  Reference $4 $4 L% S0 S
Current Assets i 3,322.0 5.2) 33168 37089 37083
Mon-current Assets {eh, i 14,252 2 5247 148769 14,4245 15,4670.4
Total Assets 17,574.2 5195 18,1937 184344 6403 18,7747
Current Labilities L8 5,390.2 230.3 54205 0 -4,635.0 {_"---73['245..2 llaeste
Mon-corrent Lighifities a3 ihh o) dohh, (e} 6,543 7 1,2147 77584 16725 1,259.4 8,331.9
Totat Liabilities 11,733.9 1,445.0 131789 1,075 1,505.6 13,2131
Net Assets 5,840 3 (82551 50148 64269  (8653) 55616
Contributed Capital & Reserves i, () 4,064.0 i18.9) 40451 . -4,233.8 {(23.3) 42105
Retained Profits 1,776.2 8066 G697 21931 {842.0) 1,351
Net Equity 5,840.3 (825 53 50148 642689 (865.3) 5,561.6

Ar explanation of sach adiustrment follows. The impact of adoption for Gantas is the same as for the Gantas Group uniess otierwise
inchcated,

{a} FREQUENT FLYER ACCOUNTING

The Gantas Group receives revenue from the sale to third parties of rights to have Gantas award points allocaled to members of the
Qanrtas Frequerd Flyer program. Under A-GAAP, this revenue is recognised when received. Under A-HRS, this revenue will be deferred and
recogrised when the poinls are redeemed,

Members of the Gantas Freguent Flyer program aiso accamolate poirts by travelling on qualiying Cantas and partner airline services,

The obiigation to provide trave! rewards to rmembers arising from thiese points is accrued as points are accurnuiated, The accrual is basad
or: the incremertal cost (being the cost of meals, Tuel and passenger expanses) of providing the trave! rewards. The accrual will be
reduced as members redeam awards,

Al the date of transition an amount of $555.7 miflion has been recognised as a liability with a conseguential decrease in retainad 2amings
of 3669.0 million after a tax benefit of $286.7 milion.

Apalying A-IFRS 1o the Frequent Flyer prograr Tor the vear ended 30 June 2005 results ina $142.3 milion decrease in profit before tax.
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{b} DEFINED BENEFIT SUPERANNUATION PLANS

Under A-GAAR defined benelit plars are accounted for on a cash basis, with no defined berefit Eability or assel recognised on the
Staternent of Financial Position. Under A-IFRS, the Qantas Groug’s net obligation in respect of defined beneflit superannuation plans wil
be catculated separately for each plan by estimating the armount of Tuture berefil that employees have earmed in return for their service
in corrert and prior periods. The bhenefit will be discounted to determine s present value and the fair value of any plan assets wilt be
deducterd

Actuarial gaing ang losses that adse suhsequent 1o fransition date will be recogrised 1o the Statement of Finandial Performance according
1o the “corrider” method as provided by AASE 119 — Emploves Benefits. The “corsddor”

method recognises movemnants i the funding
position o the extent they excead 10 per cent of the graater of the plar’s assets or liahiis

by with a consequential decrease in retained earnings

Al the date of transition, an amount of $70.4 million has been recognisad as a liab
of $53.% milion sfter 4 tax henafit of $22.9 miflion.

The calcutation of the funding position under AASE 118 differs from the method applied by the Acteary, conducted in accordance with
the ferms of the Trust Deed, 1o defermine Gartas’ contribution to the Plans, The most recent actuarial valuations confirmed that the value
of the Plans’ assets were sufficient to meet alf anticipated liabilities. Mo material change in Ganlas' condribution to the Plans is tharefore
ardicipated,

Appiying A-FRS 1o superannuation for the financial yvear endad 30 fune 2005 results ina $57.2 million increase in profit before tax.

{c} LEASED ASSETS

Adrcraft

Under both existing A-GAAP ang A-IFRS, Ganitas is required to consider the economic substarce of the leasing arrangement whan
daterrmiring the appropriate accounting treatrnent. I hoth casas, it s the transber {or lack thereof) of substangally ail the risks ang
nanafits assodialed with the leased assal that determines thie accounting treatment for both the lessor and lessee.

Wihere substartialy ail of the risks and benefils incidantal to owriership of the leased assel effectively remain with the lessor the lease s
ars operating lease, Where substartialy &3t of these risks and benefits effectively pass 1o the iessee, the lease is & finance iease.

=3

Both existing A-GAAP and A-IFRS requires a lease 1o be dassified as either an operating lease or & finance lease gl the nception of the
teasa, Gnoe datarmined, the lease dassification cannot change without a chiange in the actual terms of the leasa.

The existirig A-GAAP stardard, AASE 1008 — Leases, provides the Toliowing criteria o assist lesseas in determining wher there has been
ar: effective passing of substantiaily alt of the risks and enefits incident fo cwnership, Such risk transfer is presumed where both of the
following criveria are satishied

(z} ihe lease is a non-cancellable lease; and
(i} where either of the foliowing tests are satisfied:
»o The lease term is for 75 per cent or more of the remaining economic e of the leased asset; or

» The present value gt the begirning of the fease term of the minimurm lease payments equals or exceeds %0 per cent of the fair
vaiue of the teased asset a1 the inception of the lease,

Wihilst AASE 117, the A-FRS equivatent to AASE 1008 - Leases, was stated 1o be conforming to AASE 1008, this guantitative guidance 1o
faciitale lease classification is not incorporatad within AASE 117,

A review of all aircratt operating leases, apolying AASE 117 lease classification criteria, has heen completed. As & resull of this review,

six aircraft previously classified as operating leases under A-GAAP will require reclassification as finance leases under A-IFRS,

Al the dale of transition an increase in property, plant and equipment of $337.8 mittion and an increase in laase Fability of $404.8 miflion
is recognised. The conseguential decrease in retained earnings $46.9 million is recognisad after a tax benefit of $20.3 million.

Applying A-FRS 1o aircrafl leases for the financial vear ended 30 fune 2005 results in a $4.2 milkon decrease in profit before tax, This is
corrprised of a decrease ir the operating lease expense of $79.8 million offset by an increase in depreciation of $43.3 million and interest
expense of $40.7 milion.

Other Leasas
A-IFRS reguires the lease expense 1o be recognised on a straighl-line basis. An A-IFRS transition agiustiment s tharefore required 1o leases
with a predeterrmired rent escalation.

Al the date of transition an increase in lease liability of $6.6 milion and consequential decraase in retained earnings $4.6 milion is
recogrised after a tax henefit of §2.0 miliion.

:

gl year ended 30 June 2005 results ina $12.6 million increase i profit before tax,

ying A-IFRS 1o other teases for the finan
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{ci} PROPERTY, PLANT AND EQUIPMENT

Under both A-GAAP argd A-IFRS, iterns of property, plant and equipmenrs are in recordad at their cost of acouisition &t the date
of acguisition, being the fair value of the considerstion provided phus incidantal costs directly atiributabie to the acguisition. hajor
randifications o alrcraft and the costs assoadiated with placing the airgraft into service are capitatised as part of the cost of the asset 1o
which they relate.

Transition Exemption

As perrnittad by AASE T - First-Time Adoption of A-HFRS, Qartas has elected w deem the cost of land and buidings under A-IFRS 1o
he the carrying valae at the date of tansition. A the date of fransition, a decrease in the asset revajuation reserve of $55.5 miflion
(Qantas: $82.9 million} is recogrised with a consegquential incrazse in retained earrings of $55.5 million (Gantas: $82.9 milion).

Major Inspections

Unger A-GAAP all aircralt maintenance and inspeclion costs are expensed as incurred. Under A-IFRS, the cost of major inspactions of
airfrarnes and engines is capitalised and deprediated over the scheduled usage period 1o the next major inspection event. Al other aircrafy
maintenance cosls are expensed as ncurrad.

Al the date of transition, a decrease in property, plant and equiprent of $58.0 miflion with & consequential decrease in retained earnings
of §40.6 miflion is recogrised after a tax benefit of $17.4 milion.

Apolying A-IFRS 10 aircraft inspection costs for the financial vear ended 30 June 2005 resulis ina $0.4 miflion increase in aircraft
depreciation and aperaling costs,

Software Development Costs

Under A-IFRS software developrnent costs that meet the ¢riteria to be recognised as internally generated infangible assets are capitatised.
A the date of transition, a decrease in property, plant and aquipmers of $141.8 million (Qantas: $141.8 milior) and an increase in
intangible assets of $3141.8 mitlion (Qantas: $141.8 million) is recognised increasing to $159.9 milion {Gantas: $158.6 million) al 20 June
2005, There is no effect on retained earnings.

{e} INCOME TAXES

On trarsiion to A-IFRS the balance sheet method of tax effect accounting will be adopted, rather than the “grofit and loss’ method
applied currently under A-GAAP. Under the balance sheet approach, income tax on the profit and ioss for the year comprises both current
an deferred taxes,

Broadiy, termporary ditferences are differences between the carrying amount of assets and labilities for finandal reporting purposes and
The arount stributed 1o those assets and liabilities for taxation purposes. Ternporary differerices may give rise to deferred tax assets or
deferred tas fabitities.

A deferrad tax Hability is required 10 be recognised, subjact 1o sorme exceptions. A deferred sax asset shall be recognisad ondy 1o the extent
That it is probable that future taxable profits will be availabie against which the deductible ternporary differrence can be utifisad, subject
o sorme exceplions.

At the date of transition, exduding the 1ax effect of adjustments generated by the adoplion of other A-IFRS standards, applying A-IFRS
resulls in an increase in deferred tax liability of $6.1 milion and an increase in contributed capital of $40.6 milion. These are recogrised
after a decrease in retained earnings of $46.7 million.
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{fy OTHER
AALE 7 - Share Based Payments: as permitted by AASE 1 Gantlas will not apply AASE 2 retrospectively 1o share hasad payments made
arior to ¥ Maovernber 2002 1t witl therefore ot apply to Entitlements issued under the Gantas Long-Term Exacutive Incentive Progeam

(QLTER),

AASHE 3 - Business Combinations: as permitted by AASE 1 Qantas wilt apply this standard prospectively. Armortisation of goodvai
accpisition ceases on 1 duly 2004, For the firandial year ended 30 June 2005 goodwill amortised under A-GAAP was $28 5 mili
(Qartas: $nif) inclusive of §13.4 milion goodwdll amortisation in Associate ang Joint Venture investrments,

AASE 121 - Foreign Exchange: as permittad by AASE 1, Qartas will reset the Foreign Currency Transiation Reserve 1o zero on adoption
of this standard.

AASE 123 - Borrowirg Costs: as permitted by AASE 123, Gantas will continue to capitalise bofrowing costs assadiated with the
acguisition of qualifying assets such as aircraft and terminals.

AASE 127 - Consoiidations: to comply with the intent of interpretation 112, Qantas will consolidate the Gantas Deferred Share Plan Trust
(QDSPT). The QDSPT holds shares in Qantas on beball of participants (which are Gantas employees), which will be dassified as Treasury
Shares on consolidation.

AASE 136 — imparrment of Assets: under A-GALPR Ganlas used discountad cash Hows 1o assess the value in-use of non-cairent assets.
Qantas tested a non-cufrent assets for impairment on the fransition 1o A-IFRS regardless of the existence of indicators of mpairment,
Mo changea ir the carrying value of non-current assets was required on the adoption of AASE 136.

ALSE 138 —intangible Assets: intangibie sssels with an indefi
are tested for impairment each reporting period.

ite lite, such as purchased airport landing siots, are not amortised but they

FINANCIAL INSTRUMENTS

Thie wransition 1o AASE 13% - Finanda! instrurments: Recognition and Measurement and AASE 132 - Finandial Instruments: Disclosure and
Presentation applies to Qantas effective from 1 fuly 2005, The Group has chosen not to restate comparative information with respact 1o
AASE 132 and AASE 139,

Qartas risk managemenl practices will continue {o be determined on an econormic basis under A-IFRS. #is expected that this aporoach
will result in some fransactions faiéing the AASE 139 hedge effectiveness criteda from time to time. i hedging transaclions are deemed
inetfective under AASE 135, changes in the fair value of these transactions are 1o be recogrised in the Statement of Financial Performance
as they oocur, potentiaily causing earnings volatdity,

Twwo areas of Gantas' risk management practice that are likely to de significantly impacted by the fequirements of AASE 139 are oplions
arwd fuel hedging.

OPTIONS

AASE 139 requires that the option value be separated into s intrinsic and non-intrinsic components and oy the intrinsic vaius

is designated as a hedging instrument. The intrinsic walug of the option must therefore be separated and designated as the hedge
instrarment, with aft other components of the oation value (being primarily time value and volatifity) being fair valued to e Statemernt
of Financial Performance over the life of the option.

Options form a sgnificant part of Gantas’ hedging strategy for foreign exchiange revenue, capital expenditure, fuel and interest rate
exposures, The changes i fair valug of the non-intringic componant of an option may cavse pariods of volatiity in the Statement of
Financial Performance for Gantas.

AVIATION FUEL

AASE 139 permits hedge accounting for ali finendia!l exposures on a component basis. Non-finandial assets or fabifities such as aviation
fuel, however, are treated differently under the Standard. Corponents of risk embeddad in 8 commaodity exposure are specificaily
exciuded from hedge accounting it hedgad separately. Cornporients of aviation fuel expensa {for example crude o) may not be hedged
independertly and achieve hedge accounting under AASE 139 The total exposure {i2 jet fuel) must be hedged in fts entirety,

Qantas expects o achieve hedge accounting for aviation fuel risk management transactions in the majority of instances. However, given
The kigh volatilivy of fuel markets, the AASE 138 effectiveness fest ray not be met from time 1o time and on these occasions changes
in the fair vaiue of hedging instrumenis may cause vaiatility in the Statement of Finandial Performance.
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~Directors’ Declaration~

1. Ir the opinion of the Directors of Qantas Airways Limited (the Comparyl:

{ay the Financial Staterments and Motas, set out on pages 65 o 118 and the Direclor ang Executive Remunaration [isdosures set out
on pages 54 fo 63 of the Directors’ Report are in accordance with the Corporations Act, including:

1y complying with the Accounting Standards in Australia and the Corporations Regulations; and

i

Yoghving a frue and fais view of the financial position and performance of the Company and conselidated ensity; and

by there are regsonable grounds to believe that the Compary will be able to pay its debts as and when they becorme due and
payakbie.

2. There are reasonable grounds 1o beleve that the Company and the controlled entities identified in Note 28 will be able 1o meet any
obligations or liabilities 1o wiich they are or may become subject to by virfue of the Deed of Cross Guarantee between the Cormpany
and those controfled entities entered pursuant to ASIC Class Order 58/1418

3. The Directors have been giver: the declarations reguired by section 2854 of the Corporations Act from the Chief Executive Officer and
the Chief Firandal Officer for the financial vear ended 30 June 2005

Signed in accordance with a Resolution of the Directors:

Margaret lackson Geoft Dixon
Chairman Chief Executive Officer

Sydnay, 29 August 2005
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~Independent Audit Regort~

to the members of Qantas Alrways Limited

SCOPE

THE FINANCIAL REPORT AND DIRECTORS' RESPONSIBILITY

The Financial Report comprises the Staternents of Financial Pesition, Staterents of Financial Performence, Staternents of Cash Flows,
accormparaing notes 1 1o 39 1o the Financial Statements, the disclosures made by Garitas in accordgance with the Corporations
Ragulations 2001 as required by AASE 1046 - Director and Executive Disclosures by Disclosing Entities includad on pages 54 10 63 in

The “Remuneration Report™ in the Directors’ Report {remeneration disciosures”) and the Directors’ Declarstion for bhoth Gantas Ainways
Lirnited {Qantas} and Gantas Airways Limited and its controlled entities {the Gantas Group), for the year ended 30 luna 2005 The Gantas
Group comprises both Gantas ard the entities it controlled durirg that year.

The Remureration Report also contains information not required by Accounting Standard AASE 1046 - Diredlor and Executive Disclosures
ny Disciosing Entivies, which i not subject to our audit.

The Directors of Qantas are responsible for the preparation and trie and fair presentation of the Financial Regort and the Remuneration
Raport in accordance with the Corporations Act 2607, This includes responsibility for the maintenance of adeguate accounting records
ard interrial controds that are designed Lo prevent and detect fraud and error, and for the accounting policies and accounting estimates
inharant i the Firiancal Report

AUDIT APPROACH

We conducted an independent audit in order 1o express an oginion o the merbars of Jantas. Our audit was conducted in accordance

with Australisn Auditing Standards in order o provide reasonable assurance as 1o whether the Financial Regort is free of material

misstatement and the remuneration disciosures corngly with Accounting Standard AASB 1046 and the Corporations Reguiations 2007

The rature of ar audit is influenced by factors such as the use of professions! judgement, selective testing, the inherent fimitations

of internal control, and the avaitabiiity of persuasive rather than conclusive evidenca. Therefore, an audit cannot guarantes that al

misstatements have been detecied,

We perfarmed procedures to assass whether in gl material respecys the Financial Report gresents faidy, in accordance with the

Corporations Act 2001, Avstralian Accounting Standards and other mardatory financial reporting reguirements in Australia, a views which

is congistent with our understanding of Gantas’ and Qantas Group's financial position and of their performance as reprasented oy the

resutts of their operations ang cash flows and whether the remuneration disciosures comply with Accounting Standard AASE 1046 and

the Corporations Regulations 2001,

We formed cur audit opinion on the basis of these procedures, which included:

%o ExaMINING, on a fest basis, information to provide evidence supporting the amounts ang disdosuzes in the Finarcial Report; and

% assessing the appropristensss of the accounling policies and disclosures used and the reasonablenass of sigr
aslimates made by the Directors,

Hicant accounting

Wihite we considered the effecliveness of management’s internal cortrols over financial reporting whan determining the nature and axtent
of our procedures, our audit was net designad to provide assurance on internal controls.,

AUDIT OPINION

i ous ppirdon, the Financal Report including the remuneration disclosures that are contained on pages 54 10 63 in the Rermuneration
Report in the Directors’ Report of Gantas Airways Limited are in accordance with:

(a} the Corporations Act, induding:

i giving & true and fair view of Gantas’ and Qantas Group's financial position as at 20 June 2005 and of thair performance for the
year ergied on that date; and

:

cornnt
n

ing with Accounting Standards in Australia, including AASE 1046 - Director and Executive Disclosures by Disdlosing
5, angd the Corporations Regulations 2001 and

(b} other mandaiory finandal reporting reguirements in Australia,

S

KPMG
5

Mark Epper
Partner

Sydnay, 29 August 2005
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~Shareholder Information~

The sharehiolder information set out below was applicable as at 24 August 2005,

DISTRIBUTION OF ORDINARY SHARES

Anatysis of ordinary sharehoiders by size of shareholding:

Ordinary Mumber of Yo of
Number of Sharas Sharas Held Shareholders lssuad Shares
T - 1000 20,75%,4069 44,084 1.0%
1001 - 5,000 235,858,362 58,083 12.43
5601 — 10,000 91,724 404 13,088 483
10,601 — 160,000 126,666,031 5,262 667
100,007 and over 1,422 ,600,477 245 T4 98
Fotal 1,897 6485 748 161,766 10000
# 0 AEE shargholdars hold less than a marketabiz parcad of shares in Danias Alreeays Limited,
ON-MARKET BUY-BACKS
There is no cursent on-market buy-back.
TWENTY LARGEST SHAREHOLDERS
Crdinary % of
Sharehalders Shares Maid lssued Shares
12 torgan Norminees Austratis Lid 454,580,587 2385
Westpac Custodian Nominees Ltg 261,059 707 1276
MNational Nomirees Limited 152,513,546 &2
Citicorp Mominees Pty Limited 115,099 286 .07
ANZ Norminees Limnited 103,202 898 544
RBC Global Services Australia 48,882,275 258
Cogent Nominees Pry Limited 34,101,344 1.80
Woodross MNomirees Ply L 17,923,546 0.94
MEEG Nominees Pry L 17,453 786 G92
Qugensland Irvestment Corposation 14,378,507 076
AMP Lite Lirnited 13,752,290 072
HMSBC Custody Mominees {Australia) Limited 12,263,873 0.65
UBS Mominees Pry Lig 11,654,683 061
PSS Board T EY0,699 0.42
Health Super Pyy L 7,250,691 038
Merrll Lynich (Ausiralia) Norminees Pty Lid 6,177,509 0.33
55 Board 5,709,080 030
Governument Superanniuation Office 5,557 460 0.29
Suncorp General insurance Lid 5,258,000 028
wmilton Corporation Lt 5,200,000 0.27
1,330,009,767 7008
SUBSTANTIAL SHAREHOLDERS
The faliowing sharehoiders bave notified that they are substantial shavebolders of Qantas Ainways Urnited:
Ordinary Yo of
Sharehalders Shares Maid lssued Shares
The Capital Group of Companies Ing? 246,185 399 12.97%
Frankin Resources Inc # 153,376,637 8.08%
UBS Nominees Pry Ligh 145,207 621 7.66%

1 As advised to antas on 7 by 2005
FoAs advised 1o Dantas on 2 oAugust 2005
3 A5 aovised To Qentas an 21 Apni 2005
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~Gantas Group Five-Year Summary-
for the years ended 30 June

Unit 200512 200412 200312 200212 2009
STATEMENT OF FINANCIAL PERFORMANCE L
Sales and operating revenye? $h o 1ZB48.8.7 11,3537 11,3749 10,9608 8 10,1882
Expenditure shi {41,527.1)  {(10,2555) (10,8079 {10,289.5) (9,492 43
Earnings before interest and tax Y 1217 . 10082 567.0 6743 6058
fet borrowing Cosis ST {94.5) {13363 (647 {48 3) GE 7
Profit from ordinary activities before tax Sh - L0272 964.6 502.3 6310 5971
frcome 1ax expense ST {162.8) (215.8} WS 20170 774
Net profit 217 I £ X 648 8 346.6 4293 497
Outside equily interesis in net {profii) ST {40.8) 0.4} (3.1 e} 4.3
Net profit attributable to members of Qantas for
the year STt 763.6 6484 3435 4280 415.4
Net profit attributable to members of Qantas for ’
the six months to 31 December S A58, 3578 3525 1535 2629
Net profit/{loss} attributable to members of SRR
Gantas for the six months to 30 June i 305.2 2906 om 2745 1m2E
SHARE {NFORMATION R
Larnings per share cents 357 200 251 33.0
Dividends par share cents 7.0 740 1740 200
Divider:d payout ratio % 47.4 8540 584 60.6
Share price — high & 381 4 88 4492 425
Share price — iow i3 308 285 260 2.36
Share price — closirg i3 3.52 3.27 460 350
Weighted average nurmber of ordinary shares % 18154 1,721.2 1.469.4 1.258.5
Bat tangible asset hacking per share 5 5307 289 261 251
EARNINGS BEFORE INTEREST AND TAX
Qaritas S 8635 3873 50140 586 3
Austratian Airlines S 1.1 {147 - -
QartasLink $v 970 573 42.5 6.4
Jetstar 30 (2343 - - -
Totat flying businesses Shd _ 5382 4229 5435 542 5
Subsidiary businesses S0 81.2 160.0 371 135.8 103.3
STt 1,121.7 1,088.2 56740 6793 605.8
PERFORMANCE INDICATORS RRUTIAR
interest cover Hres 1AL 8.2 8.4 14.1 L0
Return on eguity % RkR 1.1 65 1C.1 2.6
Returr on equity induding the notional capitalisation of L0 S
non-cancellable operating eases on & hedged basis 3 13.2 11.0 89 12.0 1.6
STATEMENT OF CASH FLOWS L
Met cash provided by operating activities M 1,850.0. 1,599.4 1,290.8 1,343 3 13007
het cash used in irvesting activities $h - (1,396.2) . (2,232.6) {2,9057) {2,306.1} {871.3)
Met cash provided byXused in) finanding activities ST {15.3) 417 4% 29356 168838 LY.
Net increase/{dacrease) in cash held 5 T 538.5 {65063 12307 52640 {4256}
Capital expenditure 5T 1,682.9 20070 %,137.2 2,463 4 295 5
STATEMENT OF FINANCIAL POSITION SRR
Yotal assets $v '-__'_'28,134.42 L 1R5T4Z 16,873.8 14,8015 12,5136
Yotat liabilities St 11,7075 11,7339 117117 10,548.0 91977
Net assets STt 6,426.9 5.840.3 5,262.1 4,253.5 3,315.9
Contributed eguity SW 41734 38949 37575 2,946.46 21730
Reserves SW 562 54.4 5440 56.3 543
Retaired profits §hE L 2,193 x 1.776.3 1,435.9 1,2351 1.078.0
Outside equity interesis in controlled entities 30 4.2 14.7 14.3 115 1.6
Total eguity STt 6,426.9 5.840.3 5,262.1 4,253.5 3,315.9
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~Gantas Group Five-Year Summary-
for the years ended 30 June

Unit 2008 2004 2003 2002 2067

STATEMENT OF FINANCIAL POSITION STATISTICS S
het debl on baiance sheet i :_'_'_"2,844.1-'--_ 3,5060 3,675 1.804.6 13104
het debl including off balance sheet del M L5,038.6 5,574.2 51815 41100 3,793.9
bet debl including off balznce sheet delit and revenue IR

hedge receivables S 55554 5,259.2 3,503.8 3,464.3
fet debit fo ret debt plus equty ratic 38:62 3763 3169 2872
Met debt o ret debt alus eguity indluding off balance

sheetl debt ratic 49:51 5050 50:50 5545
Met debit o net debt pius eguty inCludirg off balance 7

sheet debt and revenue bedge receivables ratic 45:55 4051 51:4% 49:51 5347
OPERATIONAL STATISTICS o
Qantas
Passengers carried Qs ;' '24,734__' 24,1C8 25,085 23,487 18,981
Ravenue passenger kiometres (RPKs} v 33--__'_'?7,198 - 7ha21 73,355 72777 68,472
Availabie ot kiloematres (ASKs: f '-_'_"-109,265 96,020 0% 674 52,610 35,042
Ravenue seat factor % e LTD TBE 783 785 761
Ravenue freight torne kilometres (RFTK:) i 2,329 1,601 1,558 1,598 1,854
Australian Alrlines L
Passengers carried oo 705 272 - -
Ravenue passenger kiometres (RPKs} il 3,485 1,538 - -
Availabie saat kilomatres (ASKs} il 5,148 2,602 - -
Ravenue seat factor g 677 599 - -
Qantaskink
Passengers carried aot ' 2,9%4 3,389 3,641 3,166
fRaveriue nassenger kiometres (RPK s} Mo 1,878 1,937 2,294 2,357 2,068
Availabie saat kilomatres (ASKs} B 2,595 2,687 3,16% 3,334 3003
Ravenue seat factor CA 72.4 AR, 724 707 68.9
Jetstar o
Passengers carried oo 315 - - -
Ravenue passenger kiometres (RPKs} il 277 - - -
Availabie seat kilometres (ASKs il 383 - - -
Ravenue seat factor g 723 - - -
Qantas Group T
Passengers carried ooo - AZ,658 30,078 28746 27328 22,147
Revenue passengar kilometres (RPKs} Mo 86,986 81,274 787 75,134 70,540
Availabie seat kilometres (A5K ) % ~114,0043 - 104,200 9% 445 95, G4 G2 0432
Reverue seat faclor Y%l 783 780 776 78.3 759
Ajroraft in service at balance date & 200 120 196 193 178
Passenger yield (par RPIG certs 10.64 1C.46 1115 1134 11.26
Average full-time eguivalent ermployess # 35,520 33 862 34,877 33,044 31,632
RP¥ per employee 000 e 2,449 . 2,400 2,213 2,274 2,230
ASK per employee oo 3,210 3.077 2,852 2,804 2,938
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~Financial Calendar~

2005 2006
17 February Half year result announcement 16 February Half year result announcement
9  March Record date for interim dividend 8 March Record date for interisn dividend
&  April Interion dividend payable 5 Apri Interirn dividend payable
30 lune Year end 30 June Year end
18 August Preliminary final result anncuncement 17 August Prefiminary final result announcement
31 August Record date for final dividend & September Record date for final dividend
28  September Final dividend payable 4 October Final dividend payable
13 October Annual General Meeting, Canberra 19 October Annaal General Meeting, Sydney

NOTICE OF MEETING
The Anncat General Meeting of Gantas Airways Limited will be beld a1 Zpm on Thursday, 12 Gotober 2005 in the Baliroom of the
Myatt Moted, Canberra.

The 2006 Gantas Annual Gereral Meeting will be held or Thursday, 19 Cotober 2006 in Sydney. The details will e avatlable on the
Qantas website, woww gantas com ag/info/aboutfinvestors/agms.

GLOSSARY

Available freight tonne kilometres (AFTKs)
Total freight torinage capacity available, muitiplied by the number of kilometres flown,

Available seat kilometres (ASKs)
Total number of seats avaiiable for passengars, ruftiptied by the number of kifometres flown,

Available tonne kilometres (ATKs)
Total number of tonnes of capadity availabie for carriage of passengers, freight and madl, multipied by the number of kilometres flown

International Air Transport Association JATA)

Passenger yield
Passeniger reveriue, excluding passenger recoveries, divided by RPKs.

Revenue freight tonne kilometres {RFTKs}
Totat namber of tonnes of paying freight carded, multipiied by the nurmnber of kilometres Hown.

Revenue passenger kilometres (RPKs)
Tota! namber of paying passangers carried, multiplied by the number of kilornetres flown,

Revenue seat factor
Parcentage of total passenger capacity actuslly utifised by paying passengers.

Sustainable Future Program {SFF}

124
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Mascotr NSW 2020
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~Corporate Directory~

QANTAS SHARE REGISTRY
Level 8

580 Genrge Street

Sycrey NSW 2000

Australia

or
Locked Bag Al4
Sycrey South NSW 1235

Australia

Fraacall TR0 17T 747
Interrational 61 2 8280 7390
Facsimile 61 2 9287 0303
Errad remgistry@gantas.corm
Website wrw gantas.com

STOCK EXCHANGE
Australian Stock Exchange
20 Bridge Street

Sydney NSW 2000
Austraiia

DEPOSITARY FOR AMERICAN
DEPOSITARY RECEIPTS

The Bark of Mew York

ADR Division

101 Barclay Street

fleve York MY USA

Telephone 1212 815 2218
Facsirmile 1212 571 3050

GENERAL COUNSEL &
COMPANY SECRETARY

Brer Johnson
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